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RECOMMENDATION: 
 

 
That the report on the 2017 Operating Budget Forecast be received for information. 
 
 

BACKGROUND: 
 
The annual operating budget forecast prepared by departments, focuses on significant variances 
from their approved operating budgets. It is based on the year to date actual revenues and 
expenditures (as of August 31st), plus projections for the balance of the year. 
 
Under the Financial Sustainability Plan the annual Operating Budget Surplus will 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. The remainder of the Operating 
Budget Surplus, if any, is allocated to other discretionary reserves based on the recommendation 
of the Director of Finance/Treasurer. 
 
The Operating Budget Forecast also identifies any trends or impacts in 2017 and beyond that 
need to be incorporated in the 2018 and future operating budgets.  
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DISCUSSION: 
 
An operating budget surplus will result from a difference in the budgeted operating plan versus 
what actually happens.  Circumstances which drive this difference include: 
 

 Unexpected, one time revenues 
o Typically the revenues are unknown, not quantifiable, or unstable – for example, 

WSIB Recoveries are driven by claims and industry statistics, this item has 
fluctuated from a deficit of $280,000 in 2013 to a surplus of $118,400 in 2014.  This 
recovery will be fully phased out with the new rate framework 

 

 Staff Vacancies and Collective Agreements 
o Practice is to budget for all positions, including progressions and offset with a  lump 

sum budget for in-year staff vacancies 
o The in-year staff vacancy budget has increased since 2013 from $195,000 to 

$310,000 in 2017 
o The process of collective agreement bargaining can cross budget years.  This can 

create a surplus or deficit depending on the settled agreement and the budget 
assumptions made 

o Staff vacancies can also directly impact changes to work plans resulting in budget 
savings 

o Similarly, costs for education and training will be lower in a year with high 
vacancies 

 

 Contract awards, changes to work plan 
o Throughout the year new contracts are awarded for goods and services.  This can 

result in pricing higher or lower than budgeted.  Contract pricing is affected by 
timing of issuance, size of service or amount of goods, vendor’s existing 
commitments, etc. 

o Awarded contracts may not be completed based on weather, vendor performance 
and resources 

o Although there are annual work plans, the amount of year over year work can 
fluctuate depending on incidents (e.g. streetlight repair) – this can be  driven by 
resident complaints, unexpected failure or breakdown, and weather 
 

 Legislative Requirements and / or Changes 
o New legislation can be difficult to budget for when requirements are not fully 

developed and finalized or timing for implementation is not clear – this can cause 
a surplus/deficit when requirements are different than forecasted  

o Staff resources are directed to monitor and report new legislation, and can require 
immediate action upon receiving Royal Assent.  This can shift staff resources away 
from in year work plans.   
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2017 Operating Budget Forecast 
Summary 

 
(Surplus) / 

Deficit 

Full and Part Time Wages and Benefits $(521,400) 

Revenues (594,900) 

Expenditures (461,600) 

Operating Budget Forecast Surplus before Extraordinary 
Items 

$(1,577,900) 

Extraordinary Items 305,600 

Net Operating Budget Forecast Surplus $(1,272,300) 

 
 
Full and Part Time Wages and Benefits  
 
The surplus in wages and benefits is driven primarily by vacancies, resulting from retirements, 
internal promotions, resignations and short/long term maternity/medical leaves.  In 2017, the 
number of vacancies for both full-time and part-time was higher compared to the prior year, mostly 
due to the required time to fill vacant positions. The total surplus amount is net of the $310,000 
budgeted for in-year vacancies, overtime, and part time staff covering for full time vacancies. 
 
Revenues 
 
There are a few main drivers of the revenue surplus, as detailed below: 
 
Tax Revenues - $220,000 

 Penalties and Interest revenues continue to decline due to lower tax arrears.  Several 
large outstanding accounts have been brought up to date. 

 
Recreation Revenues – ($116,800 net) 

 Reporting on fitness memberships was provided to General Government Committee on 
November 13, 2017 – this forecast projects a deficit of $129,600 

 Net increase in programming revenues mainly driven by the increase in aquatic 
registration at the Audley Recreation Centre and McLean Community Centre – ($224,400) 

 Unbudgeted grants were received from Employment & Social Development Canada and 
the Royal Bank of Canada for youth programming – ($22,000) 

 
Planning and Engineering Fees - ($596,200) 

 Higher revenues were a result of additional applications received in 2017 that were not 
expected.  It is important to note that this year’s forecasted revenue is very high in 
comparison to the last two years and is not expected to be a recurring trend.  In addition, 
these revenues are traditionally difficult to budget, as they are subject to development 
applications and timing outside of the Town’s control.   
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Parking Fines - ($100,000) 

 Parking enforcement continues to be on a complaint basis with more tickets being issued 
in high density neighbourhoods.  The parking fine revenue budget has been increased 
from $300,000 to $460,000 over the last 2 years to respond to the operating budget 
surplus.  The 2018 budget impact is unknown with the implementation of the occasional 
use on street parking permit system. 

 
User Fees - ($22,900) 

 Baseball revenues have exceeded budget with a number of additional tournaments in 
2017  
 

 
Expenditures 
 
Significant contributors to the expenditure surplus are as follows: 
 
Tax Adjustments – $375,000 

 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.  There are a number of provincial appeals outstanding which include large 
potential reassessments. As such, substantial tax adjustments are anticipated this year.  
These appeals can potentially impact future years depending on when the decisions are 
made. 

 
Utilities – ($265,900) 

 The reductions in hydro are a result of lower than budgeted rates experienced ($116,000) 
and savings on the provincial portion of HST ($56,500). The lower rates are a result of the 
implementation of the ‘The Fair Hydro Plan’ effective July 1st of this year.  Even though 
the intention of this plan is to reduce hydro rates up to 25%, only 10% of the Town’s usage 
qualify for this reduction because of the different rate classes.  

 For the 2017 budget, we anticipated stable or increased natural gas rates based on the 
Ontario Carbon Tax / Cap and Trade initiatives.  However, in 2017 the Ontario Energy 
Board has reduced natural gas rates twice resulting in savings for the Town - ($93,400) 

 
Winter control – ($157,400) 

 The cost for winter control is driven by weather and events and as such, there can be 
substantial differences between budget and forecast.  In 2017, the Town experienced an 
unusually mild winter to date which has resulted in lower than budgeted winter control 
costs for roadways, sidewalks and Town facilities.  Even though there is a forecasted 
surplus based on our actuals to date, the weather for the remainder of the year can be 
very different from our projections. When developing the operating budget forecast for 
winter control, many factors are considered including historical salt usage based on 3 year 
average and an assumed number of events for the remainder of the year. 
 

Education and Training - ($116,800) 

 The corporate training program and leadership development budgets were underspent 
due to ongoing corporate transitions.  In addition, a number of planned conferences and 
seminars were not attended due to vacancies and staff availability. 

 
Other Costs  

 Lower than budgeted costs for contracted waste disposal were mainly due to increased 
sweeping being completed by in-house staff and equipment - ($62,000)  
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 Cost reductions in the Emerald Ash Borer program were realized due to more trees being 
replaced instead of being treated - ($43,400) 

 Favourable insurance costs are in part due to the Town’s continued efforts in the area of 
risk management, including participation in training, information seminars, contract review 
and improved documentation - ($39,000) 

 Across the corporation, there was a net reduction in expected total 
materials/consulting/contracted services costs, with work completed in-house, changes 
in work plans and deferral/cancellation of projects due to staff vacancies - ($155,000) 
 

Extraordinary Items 
 
These are one time or unusual items that are not expected/budgeted.   
 
Duffins Creek Water Pollution Control Outfall and Phosphorous Reduction Action Plan (PRAP) - 
$585,600 

 These costs include consulting, legal and research services required for the Town’s 
participation in PRAP with the Regions of Durham and York.  
 

Sidewalk and curb maintenance program – ($371,600) 

 Planned program incomplete during 2017 as there were an unusual number of delays in 
the delivery of service 

 
Consulting and legal expertise - $91,600 

 During the year, consulting and legal costs were incurred that are not anticipated or 
budgeted.  These costs primarily relate to OMB hearings and necessary legal advice 
 

 
FINANCIAL IMPLICATIONS: 
 
The allocation of the surplus will be based on the recommendations of the Director of 
Finance/Treasurer.  Once the actual surplus is determined for the 2017 financial statements, final 
recommended allocations will be brought to Council for approval.   
 
Subject to finalization of operating budget surplus, the projected distribution will be applied as 
follows: 
 

Projected Distribution Needs 
identified 

Capital Contingency Reserve 

 replenish reserve used for the Town’s portion of cost shared 
Federal/Provincial capital grant programs (25%) 

$349,000 

Capital Contingency Reserve 

 replenish reserve used for unbudgeted and emergency capital 
expenditures 

$423,000 

Quaker Meeting House 

 reduction/elimination of internal debt issuance 

$834,000 

Total $1,606,000 

 
The needs identified above exceed the projected operating budget surplus.  Use of the surplus to 
eliminate the Quaker Meeting House debt issuance will avoid 2018 operating budget costs. 
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CONCLUSION: 
 
This report provides preliminary 2017 operating budget surplus information.  Actual operating 
budget surplus and allocation of the 2017 surplus will be reported to Council in 2018. 
 
 
 
 
 
________________________ 
Sandy Serrao, CPA, CMA 
Manager, Budgets & Accounting Services 
 
 
 
 
________________________ 
Sheila Strain, CPA, CGA 
Director of Finance/Treasurer 


