
 
 

   

  

 

 
 
 
 NO: R173 COUNCIL DATE: July 26, 2010 
 

 

REGULAR COUNCIL 
 
TO: Mayor & Council DATE: July 26, 2010 
 
FROM: General Manager, Finance & Technology FILE: 1880-20 
 
SUBJECT: Quarterly Financial Report - Second Quarter- 2010 
 

 
RECOMMENDATION 
 
The Finance and Technology Department recommends that Council receive this report as information. 
 
INTENT 
 
The purpose of this report is to provide Council with an update on the City’s financial activity for the 
second quarter of 2010 and to compare that activity with the 2010 Financial Plan. 
 
DISCUSSION 
 
The 2010-2014 Financial Plan, which included the 2010 economic forecasts that took into consideration 
the economic recession that materialized in 2009, was adopted by Council on December 14, 2009. 
 
In 2009 the Province of BC announced its intention to harmonize the current Provincial Sales Tax (PST) 
with the Federal Goods and Services Tax (GST) to create a single value added tax known as the 
Harmonized Sales Tax (HST).  The HST took effect on July 1, 2010 and is administered by the Federal 
Government.  The 2010-2014 Five Year Plan that was adopted by Council in December, 2009 reflects the 
anticipated impact of the implementation of the HST. 
 
The following discussion provides a summary of current economic conditions followed by an outline of 
Surrey’s financial performance for the first six months of the year.  It also includes an overview of the 
performance of the City’s investment portfolio. 
 
International Overview 

The global recovery continues despite the uncertainty associated with the European debt crisis, which 
has taken a toll on consumer confidence and exports.  In Asia, the emerging economies have showed 
expected signs that momentum has slowed in the second quarter of 2010 following a period of very rapid 
expansion.  The economies of China, India and Japan continue to remain strong showing exceptional 
rates of growth.  Ultimately, this bodes well for the rest of Asia, which will continue to benefit from 
strong capital goods and commodity exports to these countries. 
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Graph 1  Source: BMO Economics Apr 1, 2010                                Graph 2  Source: BMO Economics Apr 1, 2010 

 
United States Overview 

The US economy showed a stronger than expected increase in second-quarter GDP growth.  This 
expansion has been anchored by an increase in consumer spending.  The April and May employment 
reports showed monthly gains but unemployment remains elevated at 9.7%.  Housing prices are no 
longer falling at a sharp pace although increases remain limited given the persistent oversupply of 
homes available for sale.  The US dollar remains strong compared to the Euro given the prospect that 
the recovery in Europe will remain much slower than in the United States. 
 
Canadian Overview 

Canada is expected to show solid, yet less dramatic, growth through year-end, with expansion in 
consumption being supported by a strong recovery in employment and a relatively stable housing 
market. The Bank of Canada raised its policy rate 25 basis points to 0.50% on June 1, which was widely 
expected, particularly after it was reported the day before that real GDP grew at a decade-high 6.1% 
annual rate in Q1.  The positive momentum in domestic demand will keep upward pressure on inflation, 
suggesting the Bank of Canada will continue to increase rates in the second half of the year. 
 
The rapid pace of home sales has slowed in the first half of 2010, due to the erosion in affordability from 
rising interest rates and prices moving to record-breaking highs.  The pace of sales will continue to slow 
in the second half of 2010 as interest rates move higher, the pent-up demand generated during the 
recession is exhausted and HST is implemented in Ontario and BC, causing an increase to both the 
selling price of new high-end properties and additional costs associated with buying a home. 
 
The Canadian economy added 93,000 jobs in June and unemployment dropped below 8%, with 
employment gains mainly in the construction and service sectors.  The oil spill on the Gulf Coast is 
expected to have a significant impact on Atlantic Canada, with prices and demand for Canadian seafood 
set to increase considerably. 
 

British Columbia Overview 

Economic indicators now suggest a broad-based sustainable recovery for British Columbia.  The 
turnaround in the real estate market, improved conditions in the commodity and transportation sectors, 
along with the economic boost of the 2010 Winter Olympic Games are expected to push GDP growth to 
3.8% in 2010. 
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The softwood lumber industry is benefiting from current market conditions that are finally showing 
signs of turning around, with prices recently hitting four year highs.  A temporary suspension of export 
taxes on lumber to the United States is a welcome break for the industry.  Solid employment gains and 
increased consumer confidence were positive results for retailers in the first half of 2010. 
 
Although the pace of home re-sales began to cool in the first half of the year, the positive effects on new 
home construction were being felt.  Some moderation is expected later this year, because of the 
introduction of HST on July 1. 
 
Surrey’s Financial Performance 

The level of new development activity has accelerated in the first half of the year compared to the prior 
year.  Residential housing continues to be a major component of growth.  Activity levels are expected to 
decrease in the second half of 2010 as the market adjusts to the interest rate increase and as the HST 
takes effect.  Interest rates are expected to increase further later this year. 
 
All of the following graphs indicate the actual revenue that has been collected by the City for the noted 
periods.  The City’s budget is based on recognized accounting principles, which require that 
development-related revenues be distributed over time to match the timing of related expenses that are 
incurred by the City. 
 
This revenue deferral process means that although there may be a significant reduction in the actual 
revenue collected in any given period, the effect of this reduction will not be recognized for some time 
into the future, which in some cases will be in the following year.  The timing difference between the 
collection of revenue and the recognition of that revenue, allows staff to take early action to address 
future revenue fluctuations. 
 
The following graphs illustrate how the results for the first six months of 2010 compare to previous years’ 
results for the same period: 
 

 
Graph 3 
 

Application fees collected in the first six months 
of the year are significantly higher than those 
collected for the same period last year.  The 
increase is likely due to the low interest rates and 
the rush to beat the HST.  It is expected that the 
2010 budget will be met as interest rates rise and 
HST is implemented. 

 
Graph 4 
 

Building permit fees collected for the first six 
months of this year are significantly higher than 
those collected in the same period last year.  The 
increase is likely due to low interest rates and the 
rush in home purchases to beat the HST.  
Revenues are expected to meet budget for the 
year. 
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Graph 5 

 
Construction value of commercial/industrial 
building permits for the first six months of 2010 
have increased by 53% as compared to 2009 due 
to increased activity, demand and low interest 
rates. 
 
 

 
Graph 6 

 
Overall, the value of new construction in the City 
for the first six months of the year is more than 
double the same time period last year.

 

 
Graph 7 

 
 
Engineering Land Development fees collected in 
the first six months of the year have increased 
by 48% from the same period in 2009.  This is 
due to the economy recovering, as well as the 
revised 12 month deferral period of fees adopted 
to more accurately match expenditures to 
revenues. 

 
Graph 8 

 
Development Cost Charges that have been 
collected in the first six months of the year are 
more than double those collected in the same 
period of 2009.  This is again due to increased 
construction as a result of a strengthening 
economy.  The City collects DCC revenue 
throughout the year and distributes it to the 
related construction programs in the following 
year. 
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The value of new construction is converted into taxable assessed values and is considered to be the 
‘growth’ component of the City’s annual property tax levy.  The tax rate for commercial/industrial 
properties is about three and a half times that of residential properties.  This means that a commercial 
property with the same assessed value as a residential property will generate three and a half times the 
amount in property taxes.  In 2010, increases in commercial assessment accounted for 12% of the 
assessment growth and 28% of the property tax growth, while residential accounts for 88% of 
assessment growth and 72% of property tax growth. 
 
 

 
Graph 9 

 
 
 
 
 
As Surrey continues to grow as a community, 
the growth creates more business potential, 
which results in new businesses being 
established and related increases in business 
licenses that are issued each year. 
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Comparison of Actual Revenues and Expenditures versus the 2010 Budget (Financial Plan) 
 
The following graphs illustrate the variances between the actual and the budgeted revenues and 
expenditures, excluding transfers to reserves, for the first six months of 2010. 
 

                 
Graph 10           Graph 11 
 

Appendix A documents the general fund revenues and expenditures for the six months of the year at 
a more detailed level.  Departments are closely monitoring their actual results on a monthly basis.  
The following section provides an explanation on a department-by-department basis of year to date 
variances in relation to the 2010 Financial Plan: 
 

RCMP currently shows a favourable variance of $29,000.  This is primarily due to the timing 
of contract expenses and savings in municipal salaries and expenses.  The RCMP is 
anticipating that they will increase their variance to $100,000 by year end.   

Fire Services has a favourable variance of $672,000 as a result of savings generated from 
delays associated with recruitment and timing in purchasing supplies.  They are anticipating 
a favourable variance of $890,000 from temporary vacancies and increased revenues by year 
end. 

Engineering Services currently has a favourable variance of $117,000.  This variance is a result 
of savings in materials and supplies.  It is projected that Engineering will finish the year with 
a positive variance of about $150,000. 

Parks, Recreation & Culture Department is showing a favourable departmental variance of 
$392,000.  This is primarily due to timing associated with summer registration for recreation 
programs and the timing of Parks Operations maintenance programs.  Parks, Recreation and 
Culture is anticipated to show a favourable variance of $700k by year end.   

Library Services has a variance of $80,000 and is projected to have a $150,000 variance at year 
end.  This is primarily due to temporary vacancies. 

Planning and Development Department, which also includes Civic Facilities, is reporting a 
positive variance of $189,000 due to increased building permit revenue and timing of 
expenditures.  The Planning and Development Department is anticipating a favourable 
variance of $300,000 at year end due to better economic conditions that is bringing increased 
application and construction activity. 

Mayor and Council has a favourable variance of $30,000 due to the timing of expenses, which 
will carry to year end. 
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City Manager’s Department is currently reporting a favourable variance of $205,000 due to 
revenue increases from fees and fines and the timing of some expenditures.  It is expected 
that the City Manager’s Department will have a $250,000 favourable variance by year end. 

Finance & Technology Department currently has a favourable variance of $252,000.  This is 
primarily due to some temporary vacancies and timing of expenses. Finance & Technology is 
anticipating a favourable variance of $250,000 by year end. 

Human Resources Department has a favourable variance of $114,000 due primarily to some 
temporary vacancies and timing of expenses.  The Department is projecting a favourable 
variance of $50,000 at year end.   

Staff will continue to closely monitor all areas to ensure that immediate action is taken to address 
unfavourable variances and to reduce, as much as possible, the 2010 budgeted transfer from surplus 
of $4.0 million.  
 
City Investment Portfolio  
 
The schedules in Appendix B include a summary of the City’s investment portfolio.  Schedule 1 is a 
summary of investments by issuer type, with comparative totals for each month-end from April 
through June 2010.  Schedule 2 is a detailed listing of securities as at June 30, 2010 sub-totalled by 
issuer type. 
 
It is important to note that although the investment portfolio is currently valued in excess of $776 
million, most of these funds have either been committed to specific capital projects or are operating 
funds that have been invested until needed to pay operating expenses. 
 
The City’s investment portfolio is currently earning a combined rate of approximately 3.93%, while 
maintaining investment security as outlined in the investment policy.  This is on par with the 
investment interest return that was anticipated in the approved 2010 Financial Plan.  As the City 
continues to invest additional funds, interest income is expected to meet budget expectations by 
year end. 
 
CONCLUSION 
 
Development activity experienced in the second quarter of 2010 is significantly higher than that of 
2009.  This is primarily due to the positive effects of the economic recovery that is creating among 
other things, a boom in the housing market.  The 2010 adopted budget anticipates a transfer from 
surplus of $4.0 million.  Staff will continue to closely monitor all areas to ensure that immediate 
action is taken to address variances and to reduce as much as possible by year end this budgeted 
transfer from surplus.  
 
 
 
 
 
    Vivienne Wilke, CGA 
    General Manager,  
    Finance & Technology 
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2010  2nd QUARTER COUNCIL REPORT
EXECUTIVE SUMMARY 

$  000's

2010 2010 2010 2010 2010 2010

2nd Q tr - Jun 2nd Q tr - Jun 2nd Q uarter Projected Annual Projected

REVENUE SUMMARY Actual Budget Variance Actual Budget Variance 

Net Taxation 107,712$        107,362$        (350)$             215,424$    214,724$        (700)$         

Non-Tax Revenues 10,722            11,015            293                 19,506        20,206            700             

Provincial Casino Revenue Sharing 1,464              1,400              (64)                 2,800          2,800              0                 

Utility Recoveries 2,028              2,028              0                     4,056          4,056              0                 

Program Revenues 28,083            27,101            (982)               55,782        54,632            (1,150)        

TOTAL REVENUES 150,009$        148,906$        (1,103)$          297,568$    296,418$        (1,150)$      

2010 2010 2010 2010 2010 2010

2nd Q tr - Jun 2nd Q tr - Jun 2nd Q uarter Projected Annual Projected

EXPENDITURE SUMMARY Actual Budget Variance Actual Budget Variance 

Program Expenditures 132,105$        133,199$        1,094$            269,581$    271,301$        1,720$        

Council Projects 70                   70                   0                     250             250                 0 

City Beautification 915                 904                 (11)                 1,808          1,808              0 

Crime Reduction 90                   90                   0                     560             560                 0 

Social Well-Being Plan 608                 645                 37                   1,285          1,285              0 

Sustainability 110                 200                 90                   400             400                 0 

Fiscal Services 603                 607                 4                     1,215          1,215              0 

Interest Allocations 38                   62                   24                   73               123                 50 

TOTAL EXPENDITURES 134,539$        135,777$        1,238$            275,172$    276,942$        1,770$        

2010 2010 2010 2010 2010 2010

2nd Q tr - Jun 2nd Q tr - Jun 2nd Q uarter Projected Annual Projected

TRANSFER SUMMARY Actual Budget Variance Actual Budget Variance 

Transfer to Capital Program 2,850$            2,850$            0$                   5,700$        5,700$            0$               

Transfer to Capital Program - Gaming 1,464              1,400              (64)                 2,800          2,800              0 

Transfers To(From) Own Sources 7,108 7,106              (2)                   15,005        15,005            0 

BALANCED BUDGET 11,422$          11,356$          (66)$               23,505$      23,505$          0$               

PROJECTED FAVOURABLE BALANCE 2,920$        

BUDGETED TRANSFER FROM SURPLUS (4,028)

PROJECTED TRANSFER FROM SURPLUS (1,108)$      
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2010  2nd QUARTER COUNCIL REPORT

DEPARTMENTAL DETAIL
$ 000's

2010 2010 2010 2010 2010

2nd Q tr - Jun 2nd Q tr - Jun 2nd Q uarter Projected Annual Projected

PROGRAM REVENUES Actual Budget Variance Actual Budget Variance 

R.C.M.P. 3,639$            3,561$            (78)$               7,170$        7,070$            (100)

Fire 111 49 (62) 1,402 1,332 (70)

Engineering Services 2,258 2,223 (35) 4,862 4,762 (100)

Parks, Recreation & Culture 10,052 9,723 (329) 18,537 18,237 (300)

Surrey Public Library 807 773 (34) 1,629 1,549 (80)

Planning & Development 7,529 7,264 (265) 14,827 14,527 (300)

City Manager 3,229 3,084 (145) 6,319 6,169 (150)

Finance & Technology 453 421 (32) 1,031 981 (50)

Human Resources 5 3 (2) 5 5 0 

TOTAL PROGRAM REVENUES 28,083$          27,101$          (982)$             55,782$      54,632$          (1,150)

2010 2010 2010 2010 2010

2nd Q tr - Jun 2nd Q tr - Jun 2nd Q uarter Projected Annual Projected

PROGRAM EXPENDITURES Actual Budget Variance Actual Budget Variance 

R.C.M.P. 49,282$          49,232$          (50)$               98,350$      98,350$          0 

Fire 22,615 23,225 610 47,222 48,042 820 

Engineering Services 2,720 2,802 82 5,500 5,550 50 

Parks, Recreation & Culture 24,356 24,419 63 52,310 52,710 400 

Surrey Public Library 5,911 5,958 47 11,640 11,710 70 

Planning & Development 9,339 9,263 (76) 18,514 18,514 0 

Mayor & Council 592 622 30 1,216 1,246 30 

City Grants 900 900 0 1,086 1,086 0 

City Manager 5,647 5,707 60 11,396 11,496 100 

Finance & Technology 9,428 9,648 220 19,727 19,927 200 

Human Resources 1,311 1,423 112 2,620 2,670 50 

TOTAL PROGRAM EXPENDITURES 132,105$        133,199$        1,094$            269,581$    271,301$        1,720 

2010 2010 2010 2010 2010

2nd Q tr - Jun 2nd Q tr - Jun 2nd Q uarter Projected Annual Projected

NET PROGRAM Actual Budget Variance Actual Budget Variance 

R.C.M.P. 45,642$          45,671$          29$                 91,180$      91,280$          100 

Fire 22,504 23,176 672 45,820 46,710 890 

Engineering Services 462 579 117 638 788 150 

Parks, Recreation & Culture 14,304 14,696 392 33,773 34,473 700 

Surrey Public Library 5,105 5,185 80 10,011 10,161 150 

Planning & Development 1,810 1,999 189 3,687 3,987 300 

Mayor & Council 592 622 30 1,216 1,246 30 

City Grants 900 900 0 1,086 1,086 0 

City Manager 2,418 2,623 205 5,077 5,327 250 

Finance & Technology 8,975 9,227 252 18,696 18,946 250 

Human Resources 1,306 1,420 114 2,615 2,665 50 

NET PROGRAM TOTAL 104,022$        106,098$        2,076$            213,799$    216,669$        2,870 
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