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Report to Committee

Richmond
To: Finance Committee : Date: December 3, 2009
From: Andrew Nazareth File:

General Manager, Business & Financial Services

Re: 2009 3rd Quarter Financial Information for the Richmond Olympic Oval
Corporation

Staff Recommendation

That the report on Financial Information for the third quarter ended September 30, 2009 be
received for information.

T

Andrew Nazareth
General Manager, Business & Financial Services
(604-276-4095)
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Staff Report

Origin

Section 7.3 of the Operating Agreement between the City of Richmond and the Richmond
Olympic Oval Corporation requires reporting with respect to business plans, budgets, audited
financial statements, and quarterly comparisons of actual results to budget along with projections
to fiscal year end. This staff report deals with the third quarter year to date (“YTID”) results for
the 9 months ended September 30, 2009 along with projected results for fiscal 2009.

Analysis

Please see attachment for the Statement of Earnings for the 9 months ending September 30,
2009.

The third quarter ending September 30, 2009 shows YTD net income of $540k versus a budgeted
net loss of $16k, a favourable variance of $556k. This is the result of revenues having an
unfavourable variance offset by expenses having a larger favourable variance. YTD Revenues
were $5,981k versus budgeted revenues of $6,214k, representing an unfavourable variance of
$233k (or -4%). YTD Expenses were $5,441k versus budgeted expenditures of $6,230k, a
favourable variance of $789k (or 13%). More detailed explanations of these variances are
provided below.

Basis of accounting

The quarterly budget represents one quarter of the approved budget for the year (not including
the Summer Camps revenue). The approved budget is the full 12 month budget. The projected
results for 2009 include actual results to September 30, 2009 and projected results for the balance
of the year based on a review of all revenues, expenses, assumptions and trends for the 3 months
to December 31, 2009. The total of the actual funding received from the Games Operating Trust
(*GOT”) in June and July 2009 of $4,731k, the deferred GOT revenue as at December 31, 2008
of $806k and the Grant received from the City of $1,050k are recognized as revenue evenly over
the year, of which 9 months of revenue has been recognized as of September 30, 2009.
Amortization of the costs of Oval equipment and capitalized leases has been included and was
not in the budget being a non-cash item.

Analysis of significant variances

¢ Q3 revenue from operations from the Zones was $312k of which $96k out performed budget
revealing an upward trend. For the nine months this revenue source is $50k above budget;

o All of the Camps revenues and expenses have been shown in Q3 and reflect actual

enrolment. The expenses pertaining to the Camps are shown under the Sport Services line
item;,
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* 9 months actual salaries and benefits were under budget primarily due to the following:
hiring employees later than planned, restricting the hiring of full time staff to fewer than
planned, reducing part time staff to match the demand for classes and the “ice-out” period
during April and May 2009;

e The Special Events expenses mainly include costs associated with the Canadian and World
Speed Skating Championships and Racket Rally and have been segregated from the various
departments because they are not recurring;

e Marketing efforts continue to focus on Oval branding in order to build membership, the
cornerstone to future revenue growth. YTD marketing costs are higher by $78k than
budgeted due to greater use of consultants and to the start-up costs of developing marketing
and sales materials, programs and events;

e Facility Operations continuc to realize substantial savings over budget. Q3 and nine months
YTD expenses were $84k (or 16%) and $368k (or 24%) under budget respectively. This is
due to lower salaries, security, garbage and recycling and various maintenance contract costs;

e Administration and Finance expenses for Q3 and nine months YTD were $254k (or 40%)
and $509k (or 26%) under budget respectively due to lower projected IT contract and
consultants’ costs; and

e Ultilities show a large positive variance of $645k (or 48%) for the 9 months YTD, We
continue to analyze the actual electricity and gas bills and monitor the consumption for the
remainder of the year.

Summary

The year 2009 revenues from operations before GOT and City funding are lower by $916k due
mainly to reductions in the summer camps revenues of $770k and to the effect of discounting
various program and membership fees in order to build membership. The Camps revenues and
expenses have been shown in Q3 and reflect actual enrolment. GOT funding shows a $731k
positive variance due to the recognition of the $806k deferred in 2008, partially offset by the
$75k less than expected actual amount received from GOT in 2009 for the Annual Distributable
Amounts for 2007 and 2008. YTD expenses are lower than budget by an aggregate of $1,074k
(17%) before amortization of $285k.

Financial Impact
None.
Conclusion

The September 30, 2009 YTD financial results show an overall favourable variance of $556k to
net income. This is mainly due to favourable variances in the GOT revenues and the expenses
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pertaining to Facility Operations, Administration and Finance and Utilities partially offset by the
unfavourable variances primarily with respect to the Camps revenues and expenses.

Rick Dusanj, CA
Manager, Business Advisory Services

(604-276-4103)
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