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Origin

Pre-audited financial information for the 1% quarter ended on March 31, 2022 is being provided
to the Finance Committee for review. The report provides details on the economic environment,
financial results and other key indicator information. The financial information provides Council
with an overview of the City of Richmond’s (the City) financial results throughout the year and
before the annual audited financial statements are presented.

This report supports Council’s Strategic Plan 2018-2022 Strategic Focus Area #5 Sound
Financial Management and #8 An Engaged and Informed Community:

5.1 Maintain a strong and robust financial position.

5.2 Clear accountability through transparent budgeting practices and effective public
communication.

8.2 Ensure citizens are well-informed with timely, accurate and easily accessible
communication using a variety of methods and tools.

Analysis

Macroeconomic Indicators & Forecast

As global economies continue to weather the varying impacts of COVID-19, the current war in
Ukraine has created a costly humanitarian crisis and substantial economic damage that is, and
will continue to be, felt globally. A significant slowdown in global growth is expected in 2022,
along with increasing inflation. In Canada, as like globally, the central bank faces the
challenging balance between containing price pressures and safeguarding growth, as the rapid
increase in food and fuel prices affects vulnerable populations most severely.

In the near term, Canada is expected to face weaker external demand from the United States, its
top trading partner, and globally, employment and output are expected to remain below pre-
pandemic trends through 2026. That said, labour markets are tight in Canada, and businesses
report challenges in meeting demand. Recent lockdowns in key manufacturing and trade centres
in China will likely contribute to ongoing supply disruptions.

Current projections for the global growth slowdown and increased inflation are subject to much

uncertainty. An escalation or further spread of the war, increased sanctions on Russia, and any
potential new and/or more virulent virus strains could affect the expected trajectory.
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e Finance and Corporate Services’ favourable variance is mainly due to vacant positions,
which is partly attributable to recruitment challenges and favourable general operating
expenses.

e Fire Rescue’s favourable variance is due to lower actual salaries for Firefighters than what
was budgeted due to the timing of pay increases, vacant positions and the timing of
operating spending.

e The Library’s favourable variance is mainly due to vacant positions. Any surplus at year-
end will be appropriated for future use within Library operations.

e Planning and Development is on budget.

e Policing favourable variance is due to the timing of RCMP Contract costs and municipal
employee vacant positions.

e Fiscal is on budget.

e Law and Legislative Services’ favorable variance is mainly due to vacant positions.
e Water Utility’s favorable variance is due to seasonal variances.

e Sanitary Sewer Utility is on budget.

e Sanitation and Recycling Utility’s favourable variance is mainly due to higher than
expected revenue.

The presentation of the figures for the Financial Statement, Statement of Operations is different
from the Net Budget presentation above. The above presentation combines revenues and
expenses and presents the net amount inclusive of transfers. The Statement of Operations
presents the revenues and expenses separately and prior to any appropriations and transfer to
reserves. The Statement of Operations for the Three Month Period Ended March 31, 2022, with
comparative figures for 2021 is included in Attachment 3.

Cash and Investment Portfolio

For the first time in two years since the start of the Covid-19 pandemic, the Bank of Canada (the
Bank) increased the overnight interest rate by 0.25% at the March 2, 2022 interest rate
announcement. The soaring inflation that was reported at a historical high level of 6.7% for Q1
2022 has prompted the Bank to further increase the overnight interest rate by 0.50% on April 13,
2022 as a policy tool to tighten money supply.

It is anticipated that the interest rate will continue to rise as the spike in energy and other
commodity prices in the wake of Russia’s invasion of Ukraine and supply chain disruptions are
driving inflation higher than expected. Next interest rate announcement is scheduled to take
place on June 1, 2022 where further interest rate hike is anticipated.
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Contract Awards

In accordance with Policy 3104, this report provides information on new contract awards and
aggregate contract extensions greater than $75,000. During the first quarter, 33 contracts greater
than $75,000 were awarded totalling over $26.6 million (Attachment 4).

Financial Impact

None.

Conclusion

The March 31, 2022 financial information report provides details on the economic environment,
financial results and other key indicator information to the Finance Committee for review.

/

Cindy Gilfillan, CPA, CMA
Manager, Financial Reporting
(604) 276-4077

Att. 1: Economic Indicators

Att. 2: Financial and Key Indicators

Att. 3: Unaudited Statement of Operations
Att. 4: Contract Awards greater than $75,000
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Attachment 3

Unaudited Statement of Operations’

For the Three Month Period Ended March 31, 2022, with comparative figures for 2021.
(Expressed in thousands of dollars)

Budget Actuals Actuals
March 31 March 31 March 31
2022 2022 2021
Revenue:
Taxes and levies $64,203 $64,203 $60,190
Utility fees 30,657 28,757 27,605
Sales of services 11,236 7,538 7,228
Payments-in-lieu of taxes 3,663 3,335 3,058
Provincial and federal grants 2,671 1,151 3,075
Development cost charges 4,437 4,702 4,837
Other capital funding sources 17,790 8,084 4,605
Other revenue:
Investment income 3,288 3,406 3,252
Gaming revenue 3,625 2,651 -
Licences and permits 2,625 4,023 3,882
Other 4,383 10,945 2,408
Equity income 173 520 451
148,751 139,315 120,591
Expenses:
Community safety 33,463 31,237 28,779
Utilities: water, sewer and sanitation 28,039 24,395 23,475
Engineering, public works and project
development 20,334 20,170 16,612
Community services 17,881 13,594 12,687
General government 20,058 19,081 16,332
Planning and development 6,468 5,292 4,293
Library services 2,829 2,738 2,234
129,072 116,507 104,412
YTD Surplus (Annual Surplus)? 19,679 22,808 16,179
Accumulated surplus, beginning of year 3,272,200 3,272,200 3,256,021
Accumulated surplus, end of March 313 $3,291,879 $3,295,008 $3,272,200

' Statement of Operations for City and Library after intercompany eliminations, includes investment in Lulu {sland Energy Company but excludes
Oval results.

2 Annual Surplus is the difference between revenues and expenses and reflects the change in the accumulated surplus on the Statement of
Financial Position. Annual Surplus is prior to transfer to reserves and surplus appropriations. The revenues include capital contributions,
development cost charges and other items that impact the investment in tangible capital assets within the accumulated surplus. The expenses
include amortization which impacts the investment in tangible capita! assets in accumulated surplus.

3 Accumulated surplus is equivalent to the net worth of an organization and is comprised of investment in tangible capital assets, reserves,
appropriated surplus, general surplus and other equity.
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