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REGULAR COUNCIL 
 
TO: Mayor & Council DATE: October 13, 2011 
 
FROM: General Manager, Finance & Technology FILE: 1880-20 
 
SUBJECT: Quarterly Financial Report - Third Quarter- 2011 
 

 
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 
third quarter of 2011 and to compare that activity with the 2011 Financial Plan and the financial activity 
for the same period in prior years. 
 
DISCUSSION 
 
The 2011-2015 Five Year Financial Plan was adopted by Council on December 13, 2010. 
 
The following discussion provides an outline of current economic conditions followed by a summary of 
Surrey’s financial performance for the third quarter of 2011.  It also includes an overview of the City’s 
investment portfolio performance. 
 
International Overview 
 
Financial markets continue to remain volatile and risks of another recession are looming.  Consumer 
confidence has been shaken by the loss of momentum in the global economic recovery, high 
unemployment and increasing European debt concerns.  This loss of confidence was shown by a large 
sell-off in global stock markets during August.  In line with these events, forecasts for global economic 
growth in 2011 have been downgraded. 
 
The global economy is currently focused on Europe as it remains to be seen whether the euro zone 
governments can manage the insolvency and inevitable debt default of Greece without affecting other 
countries or sparking a region-wide banking crisis.  Japan has reported that supply disruptions caused 
by the earthquake have mostly been resolved, lending to the prospect of improved growth for the 
country.  China is experiencing weak demand from the U.S. and Europe.  With these two regions 
accounting for almost half of China’s foreign shipments, GDP growth in that country will be lower than 
originally projected for 2011. 
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United States Overview 

US economic growth remains slow.  Recent indicators point to continuing weakness in overall labour 
market conditions, and the unemployment rate remains high.  Household spending has been increasing 
at only a modest pace in recent months despite some recovery in sales of motor vehicles as supply-chain 
disruptions eased.  Investment in non-residential structures is still weak, and the housing sector remains 
depressed.  However, business investment in equipment and software continues to expand.  Inflation 
appears to have moderated since earlier in the year as prices of energy and some commodities have 
declined from their peaks. 
 
The unemployment rate showed no improvement throughout the third quarter but held steady at 9.1%.  
In spite of a weak economy, the US dollar has risen by nearly 6% since late July.  Given the current 
environment of high risk in Europe, investors moved away from the Euro and provided a lift to the US 
dollar. 
 
Canadian Overview 

The Bank of Canada continues to maintain its target for the overnight rate at 1% with the rate forecasted 
to remain at this level until late 2012 or early 2013.  The need to remove stimulus has diminished due to 
renewed concerns about the effects on the Canadian economy of sluggish US growth and euro-zone 
debt problems.  In view of the risks, it is still expected that Canada’s economy will post stronger growth 
in the last quarter of the year supported by both business and household spending. 
 
The Canadian dollar entered the third quarter at a 13 month low and is trending lower.  Rising global 
risk aversion and decreasing commodity prices have contributed to a dive from the late-July mark above 
$1.06 US to near $0.95 US.  With these factors continuing to persist well into next year, it is expected 
that the Canadian dollar will weaken further. 
 
British Columbia Overview 

BC’s unemployment rate increased to 7.5% during the third quarter which is slightly above the national 
average of 7.3%.  The inflation rate also rose to 2.1%, pushed upwards by higher energy costs, particularly 
for gasoline.  Total housing starts in the Province declined.  Exports to the US also declined while 
shipments to destinations other than the US improved.  BC exporters continue to successfully diversify 
into non-traditional markets such as China, South Korea and Taiwan.  By branching out of the sluggish 
US housing market, the prospects for the Province’s wood product manufacturers have improved. 
 
The Provincial Government is projecting larger revenue shortfalls due to the removal of the HST.  Some 
consumers are expected to delay major purchases, such as homes, until the return of the GST/PST 
system.  Business investment and job creation could also see a negative impact in the short-term. 
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Surrey’s Financial Performance 
 
The level of new development activity has softened compared to last year.  There has been a significant 
drop in the construction of single family homes.  This has been partially offset by increased construction 
in multi- family dwellings.  Although Surrey remains a relatively affordable market in the region, 
housing prices remain high and market uncertainties, including the affects of the removal of the HST, 
are contributing to the drop in development activity.  On the flip side, the expansion of the City Centre 
will provide many businesses an opportunity to move into the area.  Growth in areas such as Campbell 
Heights and Grandview Heights, as well as the construction of new facilities identified as part of the 
Build Surrey Program, will continue to bolster local building activity.  
 
The following graphs indicate the actual revenue that has been collected by the City in the subject areas 
for the noted periods and provide a comparison for the same time period in previous years.  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 the 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 
revenue fluctuations. 
 
The following graphs illustrate how the results for nine months of 2011 compare to previous years’ results 
for the same period: 
 
 
 

 
Graph 3 
 

Application fees collected in the third quarter of 
the year are 8% lower than those collected for the 
same period last year.  Earlier in the year, 
developers were taking a “wait and see” approach 
as to the future of the HST.  It is expected that 
the 2011 budget will be met. 

 
Graph 4 
 

Building permit fees collected are 7% lower than 
those collected in the same period last year.  This 
is mainly due to the uncertainty of how the 
removal of the HST is going to affect developers 
and buyers.  Revenues are expected to meet 
budget for the year.  
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Graph 5 

 
Construction value of commercial and 
industrial building permits for nine 
months of 2011 has increased by 17% 
compared to 2010 primarily due to the 
new RCMP E-Division Headquarters. 

 
Graph 6 

 
Overall, the value of new construction in 
the City for the first nine months of the 
year is 8% lower than the same time 
period last year.  The overall decrease is 
primarily due to the uncertainty around 
the effects of the removal of the HST. 
 
 

 
Graph 7 

 
Engineering Land Development fees collected 
for the nine months of the year are 15% higher 
than the same period in 2010.  The expansion of 
City Centre is spurring Land Development 
activity.  It is expected that fees collected in 2011 
will meet the amounts that were budgeted for 
this area of revenue. 
 
 
 

 
Graph 8 

 
Development Cost Charges collected in 
nine months of the year are 27% lower 
than those collected in the same period of 
2010.  This is due to the shift from 
constructing single to multi-family 
dwellings.  The DCC revenues collected in 
any year are used to fund construction 
programs in the following year. 
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Graph 9                                                                                                              Graph 10 
 

 
 
The value of new construction is converted into taxable assessed values and is the ‘growth’ component 
of the City’s annual property tax levy.  The tax rate for commercial/industrial properties is a little over 
three times that of residential properties.  This means that a commercial property with the same 
assessed value as a residential property will generate a little over three times the amount in property 
taxes.  In 2011, increases in commercial assessment will account for 15% of the assessment growth and 
37% of the property tax revenue growth while residential assessment will account for 85% of the 
assessment growth and 63% of property tax revenue growth. 
 
 
 
  

 
Graph 11 

 
 
 
 
 
 
 
 

 
 
 
Business license renewal revenue is 4% higher in 
2011 than for the same period in 2010; however 
new business license revenue is 18% lower than 
that of the same period in 2010.   
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Comparison of Actual Revenues and Expenditures in Comparison to the 2011 Budget 
(Financial Plan) 
 
The following graphs illustrate the variances between the actual and the budgeted revenues and 
expenditures for the general operating fund for nine months of 2011. 
 

                  
 Graph 12             Graph 13 
 

Appendix A documents the general fund revenues and expenditures for the third quarter of 2011 at a 
more detailed level.  Departments are closely monitoring their actual results on a monthly basis.  
The following is an explanation of departmental variances on a year-to-date basis, in relation to the 
2011 Financial Plan: 
 

RCMP currently shows an unfavourable variance of $449,000.  This is mainly due to an 
increase in RCMP contract expenses.  It is expected that the RCMP will be somewhat over 
budget at year end. 

Fire Services is currently over budget by $48,000 due to an increase in overtime and staffing 
pools.  It is expected that Fire Services will meet budget by the end of the year.   

Engineering Services currently has a favourable variance of $38,000 which is due to a savings 
in fleet maintenance costs.  It is expected that Engineering will have a positive variance of 
$50,000 at the end of the year. 

Parks, Recreation & Culture Department is showing an unfavourable departmental variance 
of $180,000, which is primarily due to the timing of expenditures.  Parks, Recreation & 
Culture is expected to meet budget by year end. 

Library Services has a favourable variance of $102,000 due to vacancies and the timing of 
expenses.  Library Services is expected to have a favourable variance of $75,000 at year end.   

Planning and Development Department, which also includes Civic Facilities, is reporting a 
positive variance of $672,000.  It is expected that Planning and Development will have a 
positive variance of about $600,000 by the end of the year. 

Mayor & Council has a positive variance of $20,000 due to savings in operating expenses.  It is 
expected that Mayor and Council will have a positive variance of about $25,000 by the end of 
the year.   
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City Manager’s Department is currently reporting a favourable variance of $311,000 due to 
revenue increases from fees and fines, vacancies and the timing of expenditures.  It is 
expected that City Manager’s Department will have a favourable variance of about $400,000 
at year end.   

Investment & Intergovernmental Relations Department is currently reporting an unfavourable 
variance of $66,000 due to the timing of recoveries.  It is expected that Investment and 
Intergovernmental Relations will have a positive variance of $25,000 by the end of the year.   

Finance & Technology Department currently has a favourable variance of $552,000.  This is 
primarily due to the timing of the payments on IT maintenance contracts and temporary 
vacancies.  It is expected that Finance & Technology will have a favourable variance of about 
$370,000 at year end. 

Human Resources Department has a favourable variance of $3,000 due primarily to some 
temporary vacancies.  It is expected that Human Resources will have a positive variance of 
about $5,000 at the end of the year. 

 
Staff will continue to closely monitor all areas to address negative budget variances in a timely 
manner.  
 
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 July 
through September 2011.  Schedule 2 is a detailed listing of securities as at September 30, 2011 sub-
totalled by issuer type. 
 
It is important to note that although the investment portfolio is currently valued at $797 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 3.35%, while 
maintaining investment security as outlined in the City’s investment policy.  This will result in 
returns that are in line with the budget amount that was anticipated in the 2011 Financial Plan.  
Interest revenue is expected to meet budget targets for 2011. 
 
CONCLUSION 
 
Development activity experienced in the third quarter of 2011 is less with that of the same period in 
2010.  This appears to be due to the uncertainly around the removal of the HST.  Staff are closely 
monitoring the financial performance in all areas to reduce negative variances as much as possible 
and the use of transfers from surplus. 
 
 
 
    Vivienne Wilke, CGA 
    General Manager,  
    Finance & Technology  
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APPENDIX A-1 

 

2011 2011 2011 2011 2011 2011

3rd Q tr - Sept 3rd Q tr - Sept 3rd Q uarter Projected Annual Projected

REVENUE SUMMARY Actual Budget Variance Actual Budget Variance 

Net Taxation 170,162$        169,973$        189$           226,881$        226,631$        250$           

Non-Tax Revenues 16,494            15,872            622             21,120            20,420            700             

Provincial Casino Revenue Sharing 2,100              2,100              -                 3,000              3,000              -                 

Build Surrey Program 2,937              2,937              -                 4,405              4,405              -                 

Utility Recoveries 3,042              3,042              -                 4,056              4,056              -                 

Program Revenues 47,457            47,546            (89)             61,823            61,723            100             

TOTAL REVENUES 242,192$        241,470$        722$           321,285$        320,235$        1,050$        

2011 2011 2011 2011 2011 2011

3rd Q tr - Sept 3rd Q tr - Sept 3rd Q uarter Projected Annual Projected

EXPENDITURE SUMMARY Actual Budget Variance Actual Budget Variance 

Program Expenditures 216,933$        217,877$        944$           286,244$        287,144$        900$           

Council Projects 104                 104                 -                 250                 250                 -                 

City Beautification 1,560              1,560              -                 2,078              2,078              -                 

Crime Reduction 224                 224                 -                 300                 300                 -                 

Social Well-Being Plan 1,164              1,164              -                 1,552              1,552              -                 

Clean Energy 75                   75                   -                 100                 100                 -                 

Sustainability 190                 190                 -                 250                 250                 -                 

Build Surrey Program 2,937              2,937              -                 4,405              4,405              -                 

Fiscal Services 426                 631                 205             591                 841                 250 

TOTAL EXPENDITURES 223,613$        224,762$        1,149$        295,770$        296,920$        1,150$        

2011 2011 2011 2011 2011 2011

3rd Q tr - Sept 3rd Q tr - Sept 3rd Q uarter Projected Annual Projected

TRANSFER SUMMARY Actual Budget Variance Actual Budget Variance 

Transfer to Capital Program 6,000$            6,000$            -                 7,800$            7,800$            -                 

Transfer to Capital Program - Gaming 2,100              2,100              -                 3,000              3,000              -                 

Transfers To(From) Own Sources 11,163            11,163            -                 16,467            16,467            -                 

Transfers To(From) Surplus (684) (2,555)            1,871          (1,752) (3,952)            2,200 

TOTAL TRANSFERS 18,579$          16,708$          1,871$        25,515$          23,315$          2,200$        

2011 3rd QUARTER COUNCIL REPORT
EXECUTIVE SUMMARY - REVENUES & EXPENDITURES

$  000's
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APPENDIX A-2 

 
 
 
 
 

2011 2011 2011 2011 2011 2011

3rd Q tr - Sept 3rd Q tr - Sept 3rd Q uarter Projected Annual Projected

PROGRAM REVENUES Actual Budget Variance Actual Budget Variance 

R.C.M.P. 5,536$            5,349$            187$               7,300$            7,100$            200$               

Fire 1,439 1,368 71 1,467 1,392 75 

Engineering Services 3,700 4,134 (434) 4,974 5,474 (500)

Parks, Recreation & Culture 16,843 16,551 292 21,501 21,131 370 

Surrey Public Library 1,374 1,390 (16) 1,561 1,571 (10)

Planning & Development 12,240 12,856 (616) 16,641 17,141 (500)

City Manager 5,414 5,139 275 7,152 6,852 300 

Investment & Intergov Relations 12 4 8 15 5 10 

Finance & Technology 886 747 139 1,197 1,047 150 

Human Resources 13 8 5 15 10 5 

TOTAL PROGRAM REVENUES 47,457$          47,546$          (89)$               61,823$          61,723$          100$               

2011 2011 2011 2011 2011 2011

3rd Q tr - Sept 3rd Q tr - Sept 3rd Q uarter Projected Annual Projected

PROGRAM EXPENDITURES Actual Budget Variance Actual Budget Variance 

R.C.M.P. 79,911$          79,275$          (636)$             105,988$        105,238$        (750)$             

Fire 36,102 35,983 (119) 48,824 48,749 (75)

Engineering Services 5,167 5,639 472 5,774 6,324 550 

Parks, Recreation & Culture 44,143 43,571 (572) 57,972 57,602 (370)

Surrey Public Library 9,164 9,282 118 11,919 12,004 85 

Planning & Development 15,007 16,294 1,287 20,262 21,362 1,100 

Mayor & Council 893 913 20 1,186 1,211 25 

City Grants 907 907 0 1,209 1,209 0 

City Manager 8,656 8,692 36 11,214 11,314 100 

Investment & Intergov Relations 1,044 971 (73) 1,147 1,162 15 

Finance & Technology 13,895 14,308 413 18,013 18,233 220 

Human Resources 2,044 2,042 (2) 2,736 2,736 0 

TOTAL PROGRAM EXPENDITURES 216,933$        217,877$        944$               286,244$        287,144$        900$               

2011 2011 2011 2011 2011 2011

3rd Q tr - Sept 3rd Q tr - Sept 3rd Q uarter Projected Annual Projected

NET PROGRAM Actual Budget Variance Actual Budget Variance 

R.C.M.P. 74,375$          73,926$          (449)$             98,688$          98,138$          (550)$             

Fire 34,663 34,615 (48) 47,357 47,357 0 

Engineering Services 1,467 1,505 38 800 850 50                   

Parks, Recreation & Culture 27,300 27,020 (280) 36,471 36,471 0 

Surrey Public Library 7,790 7,892 102 10,358 10,433 75 

Planning & Development 2,766 3,438 672 3,621 4,221 600 

Mayor & Council 893 913 20 1,186 1,211 25 

City Grants 907 907 0 1,209 1,209 0 

City Manager 3,242 3,553 311 4,062 4,462 400 

Investment & Intergov Relations 1,033 967 (66) 1,132 1,157 25                   

Finance & Technology 13,009 13,561 552 16,816 17,186 370 

Human Resources 2,031 2,034 3 2,721 2,726 5 

NET PROGRAM TOTAL 169,476$        170,331$        855$               224,421$        225,421$        1,000$            

2011 3rd QUARTER COUNCIL REPORT

DEPARTMENTAL DETAIL
$ 000's
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APPENDIX B-1 
 
 

 



- 11 - 
 

APPENDIX B-2 
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APPENDIX B-3 
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