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RECOMMENDATION: 
 

1. That the report on the 2016 Operating Budget Surplus be received for information. 
 

2. That the following 2016 Net Year End Allocations to Reserves,  as recommended by 
the Director of Finance in accordance with the Financial Sustainability Plan,  be 
approved as follows: 
 

Reserve Allocation 
Capital Contingency $340,166.93 
Building Maintenance $422,197.03 
Total $762,363.96 

 
 
BACKGROUND: 
 
In November 2016, staff reported on the Operating Budget Forecast which detailed the estimated 
Operating Budget Surplus based on projections of revenues and expenditures for the year. This 
report presents the final operating budget surplus, analysis of the difference between forecasted 
and actual surplus, and net year end reserve allocations as required by the Financial 
Sustainability Plan. 
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DISCUSSION: 
 
The variance between operating budget forecast and actuals can be summarized as follows: 
 

2016 Operating Budget Surplus Summary 

 
Forecast 

(Surplus) / 
Deficit 

Actual (Surplus) / 
Deficit 

Variance  
(Surplus) / 

Deficit 
Full and Part Time Wages and 
Benefits 

$(166,600) $(19,200) $147,400  

Revenues 82,700  (413,600) (496,300) 

Expenditures (649,800) (666,800) (17,000) 

Operating Budget Forecast Surplus 
before Extraordinary Items 

(733,700) (1,099,600) (365,900) 

Extraordinary Items 342,600  342,500  (100)  

Net Operating Budget Forecast 
Surplus 

$(391,100) $(757,100) $(366,000) 

 
 
Full and Part Time Wages and Benefits  
 
The variance is less than forecasted.  This is driven primarily by events that cannot be anticipated.  
Specifically, benefits provided to new retirees as well as increased OMERS costs when part time 
staff are eligible to participate in the program and buy backs by staff, e.g. maternity leaves.  
 
Revenues 
 
There are a few main drivers of the revenue variance, as detailed below: 

 
Recreation Programs and Rentals – $(114,600) 

• Additional registrations for aquatic and various children programs due to scheduling 
adjustments which accommodated waitlisted and cancellation of classes with lower 
registration.  

• Increased number of permits from church groups and private rentals 
• New Ajax Tennis Club agreement executed 

 
WSIB NEER/ Safety Training - $(101,000) 

• Annually the Town’s safety record and claims history is reviewed by WSIB which may 
result in a refund of recoveries or additional costs.  The review outcome is generally known 
in mid to late December.  For 2016, the Town received a refund of $200,983 against a 
forecast of $100,000.  Legislative changes expected in 2019 will likely eliminate this 
revenue. 
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Parking and POA revenues – $(63,600) 
• Net increase in parking ticket revenues ($39,400).  Since 2015, the budget for parking 

fines has increased by over 20%.  The ability to maintain a stable staff complement has 
allowed for this growth.  It is anticipated that the revenues will now stabilize.  

• POA revenues can only be forecasted based on the Region’s projections.  The actual 
amount received in 2016 exceeded the estimate provided by the Region.  
 

Planning and Development Fees - $(49,900) 
• Net increase in revenues is mainly due to unanticipated site plan applications.  These 

revenues are traditionally difficult to budget, as they are subject to development 
applications and timing outside of the Town’s control 
 

Penalties and Interest $(27,600)  
• The forecasting of penalties and interest is based on a similar formula year over year.  The 

actual revenues however are dependent on the timely payment of property taxes.  
Although the actuals were higher than forecast, in 2017 the budget was reduced by 
$125,000 to reflect lower outstanding property tax balances. 

 
Expenditures 
      
Tax Adjustments – $397,700 

• Tax adjustments cannot be accurately budgeted or forecasted.  They are subject to factors 
beyond the Town’s control including the timing of MPAC appeals, decisions of settlements, 
volumes, etc.  Although the 2017 budget remains unchanged at $400,000, there are a 
number of appeals outstanding which include large potential reassessments which cover 
multiple years.  As such, substantial tax adjustments are expected in 2017. 

 
Contracted Services $(291,700) 

• Sidewalk and curb maintenance program not fully executed and completed during 2016 
due to delays to delivery of service. 

• Repairs from the streetlight inspection for the last two months in 2016 were not completed 
because of winter conditions and response by the contractor 

• Requests for streetlight locates were lower than projected.  The number of requests can 
vary every year 
 

Other Costs – ($123,800) 
• Insurance claim payments costs are variable depending on the number and severity of 

claims each year.  In 2016, actual claims were lower compared to previous years 
• Lower vehicle and equipment costs were primarily because of favorable fuel prices.  In 

2017, the fuel budget was reduced by $40,000 
• Higher than forecasted winter events resulted in increased salt and brine use 
• Municipal façade improvement/signage grant program costs were lower for because of a 

delay in one owner’s project. 
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Reserve Allocations 
 
Supplementary Tax Revenues 
 
In accordance with the Financial Sustainability Plan, any surplus of budgeted supplementary tax 
revenues is allocated to the Post Growth Capital Reserve.  This allocation was completed, based 
on the approved FSP policy, and was calculated as: 
 

Supplementary Taxes 

2016 Budget $(425,000.00) 

2016 Actual (658,461.58) 

Surplus transferred to Post Growth 
Capital Reserve 

 
$(233,461.58) 

 
 
 
Investment Income 
 
In accordance with the Financial Sustainability Plan, any investment income above $981,100 
(2016 budget amount) is allocated to Discretionary Capital Reserves.  This allocation was 
completed and calculated on a basis consistent with the 2016 approved budget reserve 
allocations as follows: 

Investment Income 

2016 Budget $(981,100.00) 

2016 Actual (1,362,715.19) 

Surplus transferred to Discretionary Reserves $(381,615.19) 

Reserve Allocation 

Building Maintenance $60,731.06 

Development  86,987.50 

General Infrastructure 45,250.50 

Roads Maintenance  49,125.22 

Post Growth  57,845.91 

Strategic Initiatives 15,817.94 

Vehicle/Equipment Replacement  65,857.06 

Total $381,615.19 

 
 
Net Year End Reserve Allocations 
 
There are a number of components which made up the net year end reserve allocations: 
 
Stabilization Reserve 
 
The Financial Sustainability Plan (FSP) requires that the annual Operating Budget Surplus first 
be allocated to the Stabilization Reserve to increase the reserve to its target balance.  The target 
balance is 5% of the prior year’s Net Revenues (as per the Financial Information Return) but shall 
not be reduced if the Net Revenues decrease on a year over year basis.  In 2016, there was a 
decrease in the prior year’s net revenues so no allocation was required to the Stabilization 
Reserve. 
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Capital Contingency Reserve 
 
The Operating Budget Surplus is then used to top up the Capital Contingency Reserve, if needed, 
to the target balance of $2.5M.  The Capital Contingency Reserve is used to fund in year 
emergency and/or unbudgeted capital projects as well as grant opportunities.  In 2016, there was 
a transfer of $340,166.93 to fund this reserve to its target balance.  

  

Capital Contingency Reserve  

Balance, January 1, 2016 $2,934,800.00 

Committed for Doric Masonic Lodge 2016 Capital 
Project #980611 

(369,600.00) 

2016 Net Transfers to Capital (405,366.93) 

Balance before reserve allocation/top up $2,159,833.07 

Allocation to Capital Contingency Reserve to top up to 
$2.5M target balance 

340,166.93 

Available balance as of December 31, 2016  $2,500,000.00 

 
 
Payment in Lieu Tax Revenue 
 
Any PIL tax revenue surplus is transferred to reserves in the same manner as the Operating 
Budget Surplus.  In 2016, there was $5,269.42 surplus Payment in Lieu tax revenue. 
 
Calculated Net Year End Reserve Allocations 
 
The resulting calculation of the 2016 net year end reserve allocations is as follows: 
 
Source Amount 

Operating Budget Surplus $(757,094.54) 

Allocation to Stabilization Reserve, not required 0 

Payment in Lieu Surplus (5,269.42) 

Net Year End Reserve Allocations $(762,363.96) 

 
In accordance with the FSP, the net year end reserve allocations are recommended for Council’s 
approval as identified by the Director of Finance/Treasurer.   The recommendation this is as 
follows: 
 

• Top up the Capital Contingency Reserve to its target balance ($340,166.93) 
• Transfer the remaining surplus to the Building Maintenance Reserves ($422,197.03).  This 

reserve has been identified as needing additional financial support with recent and future 
demands expected to exceed funding caps. 
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FINANCIAL IMPLICATIONS: 
 
As detailed in Attachment 1, the goals and objectives of the Financial Sustainability Plan are met 
with the sustainable funding and increasing balances of the Town’s discretionary reserves. 
 
 
 CONCLUSION: 
 
This report provides the final 2016 operating budget surplus, variance analysis, and the 2016 net 
year end reserve allocations based on the recommendations of the Director of Finance/Treasurer.  
 
ATT. 1 – Discretionary Reserve Balances, December 31, 2016 
 
 
 
 
________________________ 
Sandy Serrao, CPA, CMA 
Manager, Budgets & Accounting Services 
 
 
 
 
________________________ 
Sheila Strain, CPA, CGA 
Director of Finance/Treasurer 


