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Staff Report 

Origin

Information for the 4th quarter and the year ended December 31, 2010 is being provided to 
Council with economic updates with respect to Canada, the Province of BC, the City of 
Richmond, and the financial activity and position of the City. 

Analysis 

Canadian Economic Overview

Scotiabank Economics has raised their forecast for domestic GDP growth for 2011 to 2.7% from 
2.4% as Canada is expected to piggyback on the improved US performance and a stronger export 
profile.  Growth is expected to be moderate with continuing strength in business investment and 
resource-related activity tempered by fiscal belt-tightening and restrained consumer spending. 

Province of BC Economic Overview

Central 1 Credit Union forecasts that the BC economy will experience moderate economic 
growth of around 3% in 2011 with the domestic sectors continuing to be the main driver of the 
economy as exports will struggle under the high Canadian dollar.  The construction industry is 
forecast to have the highest growth rate with rising residential and private non-residential 
investment spending. 

Forecast Summary: British Columbia      
2008 2009 2010 2011 2012 2013

  Real GDP, % change 0.20 (1.80) 3.60 2.90 3.10 2.70
  Nominal GDP, % change 2.90 (3.40) 7.00 5.70 5.90 6.00
  Employment, %  2.10 (2.40) 2.00 2.20 2.50 2.10
  Unemployment % 4.60 7.60 7.60 7.30 6.70 6.10
  Population, % change 1.70 1.70 1.60 1.60 1.60 1.42
  Housing Starts  000's 34.30 16.10 26.30 26.50 28.90 32.90
  Retail Sales, % change 1.50 (4.40) 6.70 6.10 6.70 6.00
  Personal Income, % change 3.70 (0.01) 5.90 5.20 5.60 5.40
  Corporate Pre-Tax Profits, % change 5.70 (21.30) 16.00 9.30 5.30 8.40
  Consumer Price Index, % change 2.10 0.00 1.50 2.10 1.70 1.90

Forecast commences 2011. Source: Statistics Canada, Central 1 CU 
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Housing starts in 2011 are forecast to remain near 2010 levels approaching 27,000 units.  
Housing sales and prices ended 2010 on an upward trend; however, on the horizon are expected: 
mortgage rate increases, higher prices squeezing out low-equity buyers and a possible tightening 
in federal mortgage insurance underwriting criteria. 

After exceeding $1 billion for two consecutive months, seasonally-adjusted building permit 
dollar volumes fell 43% to $658.4 million.  Residential building intentions fell 51% from 
October, primarily reflecting an 85% drop in permit activity for apartment structures.  Given the 
size and scope of individual projects, monthly swings are common following elevated activity.  
That said, the relatively low level of permits in November may mean a slowing in the pace of 
multi-family housing starts in the near-term. 

Non-residential permit volumes fell 27% from October with the largest decline in the 
institutional segment which fell 37%. Commercial permits declined 24% from October. 

Housing sales increased in BC for a sixth consecutive month to an annualized rate of 90,100 
units, up 10.7% from December.  Higher January sales were matched with an even stronger flow 
of new listings to the market.  Buyers moved up the timing of their purchases in order to qualify 
for the longer amortization products, that were available at that time.   

Effective March 18th, the maximum amortization period allowed for government-backed insured 
mortgage declines from 35 years to 30 years.  In addition, the maximum refinancing rate is 
lowered to 85% from 90%.  As of April 18th, mortgage insurance on non-amortizing lines of 
credit securitized by homes will also be eliminated. 
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City Of Richmond Overview

Permit revenues collected for 2010 are $8.0M, a year over year increase of 199.3% compared to 
2009 and 132.5% increase over 2008. The last quarter of 2010 was the busiest as a number of 
major projects that were issued included IKEA, Onni Trio, Quintet 1st phase, and River Green. 

391 building permits were issued in the 4th quarter of 2010, which is 21.1% higher than the 323 
permits issued during the same quarter of last year.

Year over year development application activity is 36.5% higher compared to 2009 and 
approximately 24.0% higher than 2008. Annual revenues of $0.8M are 34.9% higher than 2009 
possibly influenced by the desire to avoid the new DCC rates that came into effect on September 
15th, 2010. 

53 applications were received in the Development Applications division in the 4th quarter, which 
is a reduction of 25.4% from the 71 received during the same quarter of 2009.   However, on an 
annual basis, 217 applications were received in 2010, which represents a 36.5% increase from 
2009.

Building Permits
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Business license revenues of $3.1M increased by 5.5% year over year as compared to 2009, this 
was due to increased enforcement, collections (outstanding receivables), success of the licensing 
enforcement program (currently staffed with a TFT position) and from ongoing activity. 

The total meter, monthly permit and enforcement (Parking Fine) revenues of $1.3M are slightly 
higher than 2009 due largely to the efforts of the parking enforcement staff.  Decreases in meter 
revenues were offset by increases in monthly permit and enforcement revenue. 

Development Application Fees
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Year-to-date gaming revenues at $12.56M are 6.0% higher than 2009 and 13.38% higher than 
the current year-to-date budget of $11.08M.  Revenues at the River Rock Casino Resort 
increased due to the opening of the Canada Line and the completion of redevelopments and 
enhancements during the fourth quarter of 2009 and first quarter of 2010.   Although gaming 
revenues have begun to stabilize, the company still sees some risks with the recovering  
economy, as evidenced by results at other properties. 

DCC contributions received in the 4th quarter are 132.7% higher than the same quarter of last 
year. Year-to-date contributions at $26.1M are 334.5% higher than 2009. This is largely due to 
improved market conditions in the development industry and possibly the desire to avoid the new 
DCC rates that came into effect on September 15th, 2010.

DCC Revenues Collected
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Statement of (net revenues)/expenditures for 

Year ended December 31, 2010 

Operating
(in $’000s) 

Budget 
Year to 

Date  
December 
31, 2010 

Actual Year 
to Date 

December 31, 
2010 

(unaudited) 

Variance 

RCMP * 34,758 32,917 1,841 
Fire Rescue 27,740 27,679 61 
Parks & Recreation  23,415 23,405 10 
Engineering & Public Works 18,793 18,703 90 
Corporate Services 14,046 14,042 4 
Project Development & Facility Maintenance 7,828 7,648 180 
Library 7,386 7,353 33 
Planning & Development Services 7,021 4,125 2,896 
Community Services 6,900 6,986 (86) 
Corporate Administration 3,551 3,442 109 
Law & Community Safety 2,968 2,908 60 
Business and Financial Services 2,813 2,690 123 
Fiscal & Transfer to Reserves (157,219) (156,972)      (247) 
Council appropriations*          2,500  (2,500) 

$             - $   (2,574) $   2,574 
*Includes Council appropriations as approved pursuant to the “2011 Operating Budget-Surplus Funding” report, January 24, 2011

The following are the explanations for net expenditure variances at the departmental level. 

��The RCMP realized a total savings of $3.06M in 2010.  This includes $1.6M generated 
from the RCMP contract and an additional $0.324M in municipal support costs.  Due to the 
timing of fiscal year ends between E division and the City, an additional $1.14M in savings 
is attributed to 2009 RCMP contract year end adjustments.  $1.2M of this surplus was 
approved by Council to be appropriated and used to offset 2011 RCMP contract funding*. 

��Fire Rescue has a surplus for 2010 due primarily to savings in ECOMM. 

��Parks and Recreation revenues have exceeded budget due to the increased programming in 
Aquatics and Arenas, which was offset by increased corresponding operating costs.  A 
favourable variance with budgeted Parks seasonal labour and delayed hiring within 
Recreation has resulted in a small surplus overall. 

��Engineering & Public Works and Corporate Services were on budget. 

��Project Development & Facility Maintenance had a small surplus as programs were still in 
the progress of completion before the end of the year.

��Library revenues exceeded budget due the receipt of unanticipated grants, however this was 
offset by increased corresponding operating expenditures.  Overall, the Library is on 
budget.
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��Planning & Development has a surplus of $2.9M as building permit revenues and 
development application revenues were higher than anticipated due to favourable 
development conditions in the City and the developers' desire to avoid increased 
development cost charges after September.   

A combination of factors, including the increase in development cost changes, the opening 
of the Canada Line, low interest rates, the exposure from the 2010 Olympics, and the 
activity with the River Green lands all of which collectively caused the increased revenues 
in 2010 and are not expected to repeat itself at this level in 2011.  In addition, the 
department had higher than anticipated revenue related to Maps/Publications and copies 
where the Production Centre provided significant back up to the O-Zone and Olympic 
activities.  Overall expenditures were also lower than budgeted due to management of 
vacancies.

��Community Services had a small deficit as sponsorship revenue did not materialize in 2010 
due to the delayed hiring for the Manager of Sponsorship.  This position was filled in 
November resulting in a delay in raising revenue.  

��Corporate Administration and Law and Community Safety had surpluses due to delayed 
hiring.

��Business and Financial Services had a small surplus as Business Licenses revenues 
exceeded budget.  These revenues were partially offset by costs incurred in recognizing 
these revenues. 

��Fiscal had a slight deficit due to adjustments at year end that reduced the small surplus that 
was generated from better than expected results from rental properties and returns on 
investments. 

Utilities 

��Water Utility had a surplus of approximately $1.2M due to sustainable practices that 
resulted in reduced consumption and lower water purchases.  This surplus has been 
transferred to the water utility rate stabilization provision account. 

��Sewer Utility had a surplus of approximately $0.8M due to increased development activity, 
innovated maintenance practices and programs still in progress.  This surplus has been 
transferred to the sewer utility rate stabilization provision account. 

��Sanitation & Recycling Utility had a surplus of approximately $0.5M due to higher than 
anticipated net revenues from recycling materials.  This surplus has been transferred to the 
sanitation utility provision account. 
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Active Capital Project Summary 

The approved 2010 Capital Budget of $153.0M (including amendments and excluding internal 
payment transfers and debt repayments) are included in the figures below as are amounts relating 
to capital projects from previous years’ Capital budgets that remain active. 

The projects within the Infrastructure, Building, Land & Parks and Equipment Programs are in 
progress.

Statement of Active Capital Project Expenditures 
$'000s       

Budget 
Spent to 

Date Commitment 
1.0 Infrastructure 151,779 89,413 62,366
2.0 Building Program 83,330 41,312 42,018
3.0 Land & Parks Program 172,252 141,460 30,792
4.0 Equipment Program 17,456 10,117 7,339
Grand Total $424,817 $282,302 $142,515

Active Capital Project Summary
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Cash and Investment Portfolio
The City’s cash and investment portfolio at December 31, 2010 was $521M, with an average 
actual return on investment for the 4th quarter of 2.83%, which does not include an unrealized 
gain of $12M resulting from an increase in market value of the City’s investment portfolio. The 
current economic environment (as described below) and cash flow projections have influenced 
the terms and types of investments that the City holds, which is reflected in the return. 

Investment
$'000s Value % of Portfolio

Prov Gov and Prov Crown Corp
Prov of Ontario 79,967$                   15.34%
Prov of BC 52,345$                    10.05%
Alta Cap Fin Authority 32,807$                    6.30%
Prov of Quebec 23,750$                    4.56%
Hydro Quebec 12,322$                    2.37%
Total Prov Gov and Prov Crown Corp. 201,191$                  38.62%

Fed Gov and Fed Crown Corp
CMHC 104,712$                  20.10%
Canadian Wheat Board 44,671$                    8.57%
Total Fed Gov and Fed Crown Corp 149,383$                  28.67%

Schedule I Banks
TD Financial 21,392$                    4.11%
Royal Bank of Canada 12,821$                    2.46%
CIBC 12,173$                    2.34%
Scotia Bank 11,079$                    2.13%
Bank of Montreal 6,158$                      1.18%
First Bank 2,247$                      0.43%
National Bank of Canada 1,273$                      0.24%
Total Schedule 1 Banks 67,143$                    12.89%

Schedule II Banks
HSBC 1,894$                      0.36%
Total Schedule II Banks 1,894$                      0.36%

Credit Unions
Gulf & Fraser Financial Group 29,069$                    5.58%
Vancity Savings Credit Union 29,065$                    5.58%
Coast Capital Savings 15,000$                    2.88%
Total Credit Unions 73,134$                    14.04%

Pooled Investments
Municipal Finance Authority 20,723$                    3.98%
Total Pooled Investments 20,723$                    3.98%
Total Investments 513,468$                  

Cash and cash equivalents 7,497$                      1.44%

TOTAL CASH AND INVESTMENTS 520,965$                 100.00%
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The rate of growth in the Canadian economy coming out of the global financial crisis has slowed 
during the latter half of 2010. In recognition that the economy was slowing, the Bank of Canada 
left the overnight target rate unchanged at both scheduled meetings during the 4th quarter after 
hiking interest rates 0.25% in each of the three previous meetings. 

Due to certain global economic indicators such as the sluggish improvement of the US economy, 
the cooling growth of emerging markets economies and the latest euro zone sovereign debt 
crisis, it is projected that the Bank of Canada will not make any changes to its current monetary 
policy until at least after Q2 of 2011. Despite of the current slow down of the economic 
recovery, economic data still suggests that both the global and Canadian growth will remain 
optimistic, as reflected in the forecasted Bank of Canada overnight rate below. 

The City continues to be in compliance with its Investment Policy (3702), where the City is 
required to carry a diversified investment mix with strong credit quality and at the same time 
meeting the objectives of managing its investment activities in a manner that seeks to preserve 
capital along and to realize a reasonable rate of return. 

Investment Maturity 
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