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Staff Report
Origin
Pre-audited financial information for the third quarter (ended September 30, 2025) is being provided to
the Finance and Audit 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’s) financial results throughout the year and before the

annual audited financial statements are presented.

This report supports Council’s Strategic Plan 2022-2026 Focus Area #4 Responsible Financial
Management and Governance:

Responsible financial management and efficient use of public resources to meet the needs of the
community.

4.1 Ensure effective financial planning to support a sustainable future for the City.

4.3 Foster community trust through open, transparent and accountable budgeting practices and
processes.

Economic OQverview

Global economic growth is expected to remain low amid continuing uncertainty largely related to
changing global trade dynamics, lower immigration and policy unpredictability. The International
Monetary Fund (IMF) is forecasting global growth to slow to 3.2% in 2025 and further to 3.1% in 2026.

Global inflation is forecast to ease to 4.2% in 2025 and 3.7% in 2026, though differences remain across
regions. Inflation in the United States continues to exceed target levels, while much of the rest of the
world continues to experience price pressures.

In Canada, the economy remains delicately balanced between low growth and continuing inflationary
pressures. Real Gross Domestic Product (GDP) growth is projected to increase from 1.2% in 2025 to
1.5% in 2026, supported by fiscal measures, improved business confidence, and stabilizing consumer
demand. In October, the Bank of Canada (BoC) reduced its policy rate to 2.25%, signaling that inflation
is approaching its target, and that further rate cuts may be unlikely unless conditions change.

In Richmond, the city’s diverse economy—anchored in transportation, logistics, manufacturing, and
tourism, among others—continues to provide a solid foundation. That said, businesses continue to face
challenges related to lower growth, inflationary pressures, labour challenges, and high input costs.
Industrial vacancy rates are holding steady, while office vacancies have declined as leasing activity
strengthens. Looking ahead, growth in Richmond is expected to remain low through 2026, consistent with
regional and global trends.

8202805

FIN — 43



November 28, 2025 -3-

Macroeconomic Indicators & Forecast

1) Global Growth — Real Gross Domestic Product % Change'

e The IMF projects global GDP to decrease slightly
from the 2024 rate of 3.3% to 3.2% in 2025 and
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l_ e In 2025, Canadian GDP is forecasted to grow by
- 1.2%, with U.S. and China GDP growth forecasts
of 2.0% and 4.8%, respectively.
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e The growth profile for 2025 reflects upward
revisions globally and in the U.S., a downward

revision for Canada, and growth in China holding
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2) Interest Rates — US and Canadian Overnight Central Bank Rate % at Year End?

800 e By the end of Q3 2025, the BoC had lowered its

5.00 overnight lending rate to 2.50%, down fron ~ 75%

4.00 at the end of Q2.

3.00 e The BoC further cut its policy rate to 2.25% at the

2,00 end of October, noting low growth and inflation

100 expected to remain near its target.

0.00 e By the end of Q3, the U.S. FED had reduced its
2020 2021 2022 2028 2024 2025( 2026 rates to 4.00 — 4.25%, which was followed by a

SFED anada BOC further reduction in October to 3.75%-4.00%. It is

anticipated that the U.S. FED will continue to
reduce rates gradually, while the BoC may hold
rates steady.

Unternational Monetary Fund, World Economic Outlook (October 2025): Global Economy in Flux, Prospects Remain Dim.
2Bank of Canada Pres Release, October 29, 2025 and RBC Monthly Forecast Update, October 2025 .
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3) Exchange Rates — CAD/USD at Year End?
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4) Unemployment®
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5) Consumer Price Index (CPI —2002=100)°
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3RBC Monthly Forecast Update, October 2025.

The Canadian dollar was trading at $1.39 CAD/
$1 USD at the end of Q3 2025, weakening slightly
from the previous quarter.

The CAD/USD exchange rate is expected to be
$1.37 CAD/$1 USD at the end of 2025,
strengthening to $1.31 CAD/$1 USD at the end of
2026. Short-term fluctuations are expected to
continue.

According to Statistics Canada, national
unemployment held steady at 7.1% in September.
Employment increased, with gains concentrated
in full-time work, while part-time employment
declined.

At the end of Q3 2025, the Canadian, B.C., and
Metro Vancouver unemployment rates were
7.1%, 6.4%, and 6.3% respectively.

Most recently, in October 2025, year-over-year
employment in B.C.’s goods-producing sectors
increased by 15,200 positions (+3.0%), while the
services-producing sectors added 20,800 positions
(+0.9%).

At the end of Q3, the national Consumer Price
Index (CPI) increased by 2.4% year-over-year,
with food, gasoline, and shelter as the key
drivers of inflation.

Both British Columbia and Metro Vancouver
registered a year-over-year CPI increase of
1.9%, below the national CPI.

In B.C,, rent price growth was well below the
national level, rising by 1.8% as compared to
4.8% across Canada.

Statistics Canada Labour Force Characteristics (September 2025), Labour Force Statistics Highlights Issue #25-10.
SStatistics Canada, Consumer Price Index; also Consumer Price Index, September 2025; also BC Stats, Consumer Price Index, September 2025,

Issue 25-09.
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Regional & Local Economic Activity Indicators

6) Building Permits — Richmond®

L - o e During the third quarter of 2025, there were 133
m‘ residential, 102 commercial, and 40 industrial

building permits issued in Richmond.

- » This represents a 15.1% decrease in total building

permits issued over the same period in 2024, with
- the highest decrease in industrial building
permits, at 36.5%. The decreased number of
permits in relation to this time last year reflects

- heightened permitting activity in the third quarter
in 2024 partially in response to increases in
Metro Vancouver and Translink DCC fees.
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7) Construction Value’

Richmond Construction Value - H 113 : :
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&0 value was registered in Q3 2025, a decrease of

88.4% from the same period last year.
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6Ciry of Richmond Building Permits.
City of Richmond Building Permits.
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8) Housing Starts®
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9) Commercial Space!®
a) Industrial Space
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8 Canada Mortgage and Housing Corporation; 2025 Housing Market Outlook.

Q3-25

In Q3 2025, there were 403 housing starts in
Richmond and 7,602 in Metro Vancouver, as
measured by the Canada Mortgage and
Housing Corporation (CMHC) and based on
verification that construction work has
commenced.’

Year to date housing starts decreased by 58.3%
in Richmond and 0.6% in Metro Vancouver, as
compared to the same period in 2024. There is
a fair amount of fluctuation quarter by quarter,
as is to be expected depending on project
timelines.

The Canadian housing market is projected to
experience continued cooling in 2025, followed
by a gradual recovery in 2026 amid easing
trade tensions and improving economic
conditions.

In Q3, the Metro Vancouver industrial vacancy
rate increased to 4.3%, which was the highest
rate since Q3 2016. Despite the increase, Metro
Vancouver still has the lowest vacancy in
Canada among markets with inventories
exceeding 100 million sq ft.

In Richmond, the industrial vacancy rate remains
lower than Metro Vancouver at 2.7% in Q3
2025,

While asking rents are moderating alongside
higher vacancies, Richmond still commands
Metro Vancouver’s highest net asking lease rates
and lowest vacancy rate.

9Housing Start is defined as the beginning of construction work on a building, generally when the concrete has been poured for the whole of the
footing around the structure, or an equivalent stage where a basement will not be part of the structure.

YO Cushman & Wakefield Office and Industrial Market Beat Reports O3 2025.
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M Office Snace
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e At the end of Q3 2025, Metro Vancouver's

office vacancy rate increased to 11.5%, a 4.5%
increase from the same time last year.

e In Richmond, the Q3 office vacancy rate
decreased to 9.4%, with transit-oriented
vacancy increasing from last quarter to
11.6%!'.

e Average asking rents in Richmond continue to
be the lowest in the Metro Vancouver region.

Note that the increased transit-oriented vacancy rate in Q3 2025 was due 1o the Galleria development (8555 Capstan Way) coming to market. Short-term fluciuations are expected as new supply

is added.

10) Business Growth — Richmond'?

a) New Business Licences — Number and Employees
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e 528 new business licences (representing 1,494
jobs) were issued by the City of Richmond in
Q3 2025, a 2.4% decrease in new licences and a
64.4% decrease in jobs as compared to the same
period last year.

o These new business licences are part of the
City’s 14,427 total valid business licenses at the
end of Q3 2025, representing a slight decrease
of 0.6%. Fluctuations in the total count of valid
business licences are anticipated, reflecting
periodic updates and annual renewals by
businesses.

1Note that transit-oriented office data is sourced from Cushman and Wakefield for consistency across commercial vacancy rates presented in this report. The
definition of “transit-oriented office” is office space within 600 meters of a Skytrain station. As this definition includes a limited number of developments in the City
Centre, any change (whether related to new inventory or absorption) may have a seemingly disproportionate impact on the data.

! 2City of Richmond Business Licencing data.
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b) New Business Licences — Commercial Space
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11) Goods and People Movement

a) Regional Cargo Movement!?
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B3pors of Vancouver Monthly Cargo Statistics; YVR Monthly Statistics.

l4yrR Monthly Statistics.
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611,898 square feet of commercial space
absorption was tied to the new business licenses
issued during Q3 2025.

This is a decrease of 34.1% compared to the
same time period last year. The greatest amount
of space was required by retail (373,919 sq ft),
followed by industrial (146,985 sq ft), and then
office (90,994 sq ft).

In Q3 2025, cargo volumes handled by the Port
of Vancouver, as measured by Twenty Foot
Equivalents (TEUs), increased by 8.6%, as
compared to the same period last year.

In Q3 2025, 90,365 tonnes of air cargo passed
through the Vancouver International Airport
(YVR), which is a 7.0% increase as compared to
the same period last year.

Passenger travel through YVR continues to be
strong, with an increase of 3.9% during Q3 2025
with 7.7 million passengers as compared to the
same period last year at 7.4 million.
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¢} Richmond Hotel Room Revenue

Rlchmond Hotel Room Revenu
2024

Room Revenue ($
Millions)

Source: City of Richmond Hotel Tax Ledger

15

Note: The chart for Richmond Hotel Room Revenue for Q3 2025 includes July and August data
only, where 03 2024 includes the full 3 months. The analysis compares the same periods for 03,

i.e. July and August only for both 2024 and 2025.

Residential Real Estate'®

Hotel room revenues in Richmond for the first
two months of Q3 were $69.9M, which is 5.0%
higher than the same period last year.

B.C.’s hotel occupancy rate sat at 87.2% in
August, while Canada experienced its highest
occupancy level since 2014 at 80.7%.

Richmond’s residential real estate market remained in Buyer’s Market conditions in Q3 2025, with a
Sales-to-Active Listings Ratio of 9.0%. Overall sales rose 2.7% year-over-year, led by detached and
townhouse properties, while apartment sales eased slightly. Benchmark prices continued to decline, with
townhouses posting the largest annual drop at 9.3%. Homes took longer to sell across all property types,
as elevated borrowing costs and ample supply kept downward pressure on prices.

Richmond - Residential Sales
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increased by 12.3% compared to Q3 2024.

Townhouse sales have increased by 7.2% and
apartment sales have decreased by 3.5%
compared to Q3 2024,

Townhouse sales comprise 22.8% of the
residential home sales in Richmond. SFD and
apartment sales account for 26.4% and 50.8%,
respectively, of home sales in Richmond.

There were 655 residential home sales in
Richmond in Q3 2025, a 2.7% increase compared
to the same period last year.

Richmond residential properties had a sales-to-
active listings ratio of 9.0% as at September 30,
2025.

Analysis of historical data suggests downward
pressure on home prices occurs when the ratio
dips below 12.0% for a sustained period, while
home prices often experience upward pressure
when it surpasses 20.0% over several months.

BCity of Richmond Additional Hotel Room Tax Ledger; STR Global (September 2025).

YGreater Vancouver Realiors.
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Richmond - Average Days on Market °
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At Q3 2025, SFD properties in Richmond had
an average of 47 days on the market, a 34.3%
increase compared to Q3 2024.

Townhouses and apartments in Richmond had
an average of 37 and 43 days on the market,
respectively, representing a 42.3% and 30.3%
increase, respectively, over the same period last
year.

At Q3 2025, SFD properties in GVRD had an
average of 45 days on the market, which
represents an increase of 15.4% compared to
Q3 2024.

Townhouses and apartments in GVRD had an
average of 34 and 40 days on the market,
respectively, representing a 21.4% and 25.0%
increase, respectively, over the same period last
year.

The Home Price Index (HPI)!” for SFD
properties in Richmond at Q3 2025 was
$2,044,800, a 5.7% decrease compared to Q3
2024. The GVRD housing market has
decreased with SFD properties priced at
$1,933,100, which represents a 4.4% decrease
compared to the same quarter last year.

At Q3 2025, the HPI for townhouse properties
in Richmond was $1,042,700, a decrease of
9.3% compared to Q3 2024. The HPI for
townhouse properties in GVRD was
$1,069,800, which represents a 2.7% decrease
compared to the same quarter last year

The HPI for apartments in Richmond was
$704,600, a decrease of 4.5% compared to Q3
2024. The HPI for apartments in GVRD was
$728,800, which represents a 4.4% decrease
compared to the same period last year.

17 Home Price Index is a tool to measure home prices trends in Metro Vancouver and other major markets in the country. It is an alternative
measure of real estate prices that provides the market trends over traditional tools such as mean or median average prices.
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Operating Activity

Table 2 compares budget to unaudited actual activity up to September 30, 2025. The net figure represents
combined revenue and expense amounts. Actuals include estimates for revenues earned and expenses
incurred to date where invoices may not yet be issued or received.

period January 1, 2025 to September 30, 2025 (in $000°s

Table 2: Net Operational Activity for the

Projected Projected
I 3Y 3Y 3Y ¥ rplus
Division/Department! © \gg Actgals\aTll()l \gll?l:clz (Deﬁcit)sglel;(::: Estimated (Deﬁcistl)"a[;'::'r
Budget’? Commitments® Appropriation Appropriation Appropriation
Corporate Administration 9,004 8,872 132 189 - 189
Engineering and Public: Works 38,078 37,432 646 969 (708) 261
Finance and Corporate Services 22,735 22,509 226 341 - 341
Fire Rescue 41,824 42,318 (494) (1,413) - (1,413)
Law and Community Safety* 2,346 1,653 693 1,389 (203) 1,186
Library 8,877 8,544 333 235 - 235
Parks, Recreation and Culture 41,177 39,924 1,253 1,453 - 1,453
Planning and Development 5,682 4,790 892 1,169 (330) 839
Policing 63,436 57,083 6,353 8,575 (2,390) 6,185
Fiscal : 101 981
Total 3,649 $13,008 ($4,612)
Flood Protection Utility 4,393 3,615 778 844 (844) -
Sanitary Sewer Utility 1,587 1,105 482 1 1) -
Sanitation and Recycling Utility 232 (1,876) 2,108 3,131 3,131) -

Water Utili 4,151

Utilities Total

'Net Operational Activity does not include amounts related to capital such as contributed assets, developer contributions, amortization, etc. It
does not represent Generally Accepted Accounting Principles but is presented on a modified cash basis.

The Net Budget is based on the operating budget approved by Council on January 27, 2025.

’Includes budgeted equity transactions such as transfer to reserves, transfer to provision, transfers from provision, etc.

“Includes Law and Community Safety Administration, Animal Protection Services, Business Licences, Community Bylaws, Emergency
Programs and Legal Services.

The following section provides an explanation on a Divisional/Departmental basis of year-to-date
variances in relation to the 2025 Financial Plan:

e Corporate Administration is on budget.

e Engineering and Public Works’ favourable variance is mainly due to underpinning fee revenue and
Public Works maintenance expenses less than budgeted. Estimated appropriations at year-end
include the following: $100K for Snow & Ice control and $608K for Fleet surplus to be transferred
to the Equipment Reserve in accordance with Council’s Sustainable Green Fleet Policy 2020.

e TFinance and Corporate Services’ favourable variance is mainly due to timing of IT maintenance
contract renewals.

e Fire Rescue’s unfavourable variance is primarily attributable to higher than anticipated firefighter
overtime during the summer and fall months due to unforeseen absences, planned regulatory
firefighter training and new recruit training, This is partially offset by savings from retirements,
other statutory absences and vacant positions. $325,000 was transferred from the Policing budget
to Fire Rescue for firefighter equipment and payroll system enhancements, this transfer was
included in the Financial Plan Amendment.
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e Law and Community Safety (excluding fire rescue and policing) has a favourable variance due to
vacant positions from recent staff movemenits and positions under review, higher parking revenues
and timing on operational expenses. Estimated appropriations at year-end includes $203K for 2026
Capital Submission for Parking Mobile Payment Solution.

e Library’s favourable variance is primarily from salaries due to vacancies. Any surplus at year-end
will be appropriated for future use within Library operations.

e Parks, Recreation and Culture Services’ favourable variance is mainly due to vacant positions in
Recreation and Sport Services and stronger revenue from Aquatic Services and Minoru Centre for
Active Living,

¢ Planning and Development’s favourable variance is primarily due to vacant positions offset by
lower revenues in Development Applications and Building Approvals. Estimated appropriations at
year-end include $330k for Community Social Development auxiliary positions to advance
priorities that are in progress and expected to carry over into 2026.

e Policing’s favourable variance can be attributed to lower-than-expected expenditures on the
policing contract, primarily due to by vacancies within the RCMP officer complement. $325,000
was transferred from the Policing budget to Fire Rescue for firefighter equipment and payroll
system enhancements, this transfer was included in the Financial Plan Amendment. Estimated
appropriations at year-end includes $2.4M of the policing contract surplus which will be utilized in
the 2026 Operating Budget to reduce the cost of policing.

e Fiscal’s favourable variance is mainly from favourable investment income. Estimated
appropriations at year-end include $981K for service fees for Lulu Island Energy Company in
accordance with the asset transfer agreement as presented in the 2026 Proposed Operating Budget
report.

¢ Flood Protection Utility has a favourable variance due to timing of Public Works maintenance
projects. Any surplus at year end will be transferred to the Flood Protection Provision.

e Sanitary Sewer Utility has a favourable variance due to operational savings from Public Works
expenses. Any surplus at year-end will be transferred to the Sewer Stabilization Provision.

¢ Sanitation and Recycling Utility’s favourable variance is mainly due to Recycle BC revenue
relating to changes in the renegotiated agreement, utility fees from additional customers, and
vacant positions. Any surplus at year end will be transferred to the General Solid Waste and
Recycling Provision.

e  Water Utility’s favourable variance is mainly due to lower operational expenses. Any surplus at
year-end will be transferred to the Water Levy Provision.

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
Nine Month Period Ended September 30, 2025, with comparative figures for 2024, is included in
Attachment 3.

Cash and Investment Portfolio

As of September 30, 2025, the City’s total cash and investment balance was $1.8 billion, which
represented the City’s working capital for ongoing operational obligations, as well as funds held in
reserves and liability accounts for future and restricted uses. The City’s total cash and investment balance
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was comprised of $1.6 billion in investments and $247.0 million in a high interest savings cash account,
with an overall investment yield of 3.9% for the quarter.

At the most recent interest rate announcement that took place on October 29, 2025, the BoC lowered the
policy interest rate by 0.25% to 2.25%. This was the second consecutive cut, and the fourth cut this year.
Governor Tiff Macklem stated that the current policy rate is at about the right level to keep inflation close
to 2.0% while helping the economy through this period of structural adjustment. This potentially indicates
the end of an easing cycle that began in the summer of 2024 where the BoC had lowered borrowing costs
nine times from the high of 5.00% to the current level of 2.25%.

Chart 1: History of Policy Interest Rate (2016 to Current)
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Source: Bank of Canada

The City’s overall credit risk exposure remains stable as the City continues to maintain a diversified and
high credit quality investment portfolio, where 48.8% is invested in chartered bank deposits and bonds,
46.5% in provincial government securities, 3.3% in credit unions deposits and approximately 1.4% in
MFA bond and pooled investment funds.

The chart below shows the investment maturity summary by term to maturity. The City’s cash and
investment portfolio has been strategically positioned to allow the City to sustain a favourable investment
yields in the long-run, while balancing the needs of near-term cash flow required to support operations
and approved capital plans.
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Chart 2: Q3 2025 Investment Maturity Summary
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Staff continue to monitor the interest rate movement and position its cash and investments to ensure that,
amongst its investment policy objectives, capital preservation and liquidity continue to be the most
critical considerations for all municipal investment decisions.

All investment activities have been conducted in compliance with the City’s Investment Policy 3703.
Based on independent ESG rating of the City’s fixed income portfolio, the City continues to receive high
ESG Rating of “AA” as of Q3 2025.

Contract Awards

In accordance with Procurement Policy 3104, this report provides information on new contract awards
and aggregate contract extensions greater than $75,000. During the third quarter, 25 contracts greater than
$75,000 were awarded totalling over $9.9 million (Attachment 4).

Financial Impact

None.
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Conclusion

The September 30, 2025 financial information report provides details on the economic environment,

ﬁnan;ial rc;sults and other key indicator information to the Finance and Audit Committee for information.
A

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

1: Economic Indicators

2: Financial and Key Indicators

3: Unaudited Statement of Operations

4: Contract Awards Greater than $75,000
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Attachment 3

Unaudited Statement of Operations'’

For the Nine Month Period Ended September 30, 2025, with comparative figures for 2024,
(in $000’s)

Budget Actuals Actuals
Sep 30, Sep 30, Sep 30,
2025 2025 2024
Revenue:
Taxes and levies $254,455 $253,721 $238,877
Utility fees 131,781 130,598 117,277
Sales of services 37,493 33,226 33,141
Payments-in-lieu of taxes 15,001 15,889 15,882
Provincial and federal grants 21,784 7,075 13,005
Development cost charges 9,644 4,600 34,549
Other capital funding sources 58,652 23,014 27,767
Other revenue:
Investment income 22,977 46,149 51,150
Gaming revenue 8,870 8,571 9,052
Licences and permits 11,033 9,830 18,007
Other 22,636 20,793 30,431
Equity income 420 1,516 1,742
$594,746 $554,982 $590,880
Expenses:
Law and community safety $128,692 $119,677 $113,079
Utilities? 121,979 116,527 100,181
Engineering, transportation, public works and
project development 57,052 52,159 51,360
Parks, recreation and culture services 61,147 57,871 55,639
General government 59,338 61,050 56,614
Planning and development 17,888 15,637 21,906
Library services 9,740 9,524 9,161
$455,836 $432,445 $407,940
YTD Surplus (Annual Surplus)? $138,910 $122,537 $182,940
Accumulated surplus, beginning of year 4,014,470 4,014,470 3,831,531
Accumulated surplus, end of Sep 303 $4,153,380 $4,137,007 $4,014,471

'Statement of Operations for Gity and Library after intercompany eliminations includes investment in Lulu Island Energy Company but excludes Oval
results.

2Annual 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 capital assets in accumulated surplus.

3Accumulated 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.

4Utilities includes flood protection, water, sanitary sewer, and sanitation and recycling.
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