
    
   

  

  

  

 

  

           
          

          
        

 

 
 

 

 
 

 

 

 

The Corporation of the 
Town of Milton   

  

Report To: Council 

From: Glen Cowan, Chief Financial Officer/Treasurer 

Date: November 18, 2019 

Report No: CORS-063-19 

Subject: Operating Variance Report – September 2019 

Recommendation: THAT the forecast changes and associated entries that result in 
a forecasted year end surplus position of $61,104 for 2019 
(including $51,132 identified in the period of June to September) 
be approved as outlined in this report. 

  
EXECUTIVE SUMMARY  

Based on information available to the end of September 2019, a forecasted surplus to 
budget of $61,104 is expected at year end. This amount is equivalent to 0.05% of the 
annual gross budget and 0.1% of the net budget for 2019. This forecasted surplus is 
primarily the result of savings in staff gapping and software as well as additional recreation 
facility and program revenues, partially offset by a projected unfavourable position in 
winter maintenance activities. The financial position of the Town will continue to change 
throughout the balance of the year due to factors such as weather conditions, utility and 
fuel usage and rates, and position vacancies. 

Although not affecting the projected year end position noted above, this report also 
forecasts the net position of the building division and the related building stabilization 
reserve.  Due to lower than expected building permit activity in 2019, a net draw of $1.3 
million is projected from the building stabilization reserve for the year 2019. The reduced 
building activity will also result in an anticipated shortfall of $4.4 million in capital provision 
fees and a $0.8 million shortfall in per unit processing fees. This will in turn result in a lower 
than anticipated balance in the Capital Provision Reserve and Per Unit Processing 
Reserve respectfully as these fees are transferred to those reserves as received. While 
there is no impact to the operating budget, this delay in the revenues due to the timing of 
growth has funding implications for the 10 year capital forecast.  
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REPORT  

  
Background  

Corporate Policy No. 113: Financial Management – Budget Management identifies that a 
detailed variance report for the Operating Budget is to be submitted to Council for the 
period ending September 30, 2019.   
  
Variance reviews were conducted in late September/early October of 2019 with operating 
budget managers to identify key variances which are summarized in the attached 
Operating Financial Statement Summary and discussed through this report. The revenue 
and expenditures that are shown in the attached statements are presented on a cash 
basis, and therefore exclude accruals. 

  
Discussion  

A summary by department of projected forecast variances identified through September 
2019 is included in the following table below: 

Variances impacting multiple departments of the Town are highlighted below. 

Staff Gapping 

As staff gapping savings are identified, the salary and benefit budget is reduced within the 
respective department while an offsetting variance is shown in General Government up to 
the full year budgeted gapping amount of $500,000. This redistributes the annual budget 
from the departments as the savings are being incurred. To the end of September the staff 
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gapping savings identified are leading to cumulative projected savings of $639,749.  As a 
result, the Town has exceed the annual budget for staff gapping savings and $139,749 
will result in a net favourable variance.    

Utilities 

At this time, there are hydro savings anticipated for year end with a reduction in traffic 
signal and street lighting costs of $85,000.  Actual expenses can vary due to weather 
related usage.  Staff will continue to monitor rate and usage trends.     

Fuel 

There are fuel savings anticipated for year end in the net amount of $66,000 as fuel costs 
and usage to date have been lower than budgeted, however actual expenses can vary 
due to market fluctuations.  Staff will continue to monitor rate and usage trends.  

Variances identified within specific departments are as follows: 

Mayor & Council – $0 

Executive Services - $64,937 Unfavourable 

Staff gapping in the areas of Marketing and Government Relations, and Strategic 
Initiatives and Economic Development have resulted in savings to the budget of $125,967. 
This has partially offset the unfavourable variances noted below. 

Office of the CAO is predicting a shortfall in Court Awarded Fines revenue of $85,000. 

Fire is projecting a shortfall of $105,905 due primarily to higher than fuel usage and fleet 
repair costs of $109,905.  A high volume of service calls near the end of firefighter crew 
shifts has led to an increase in overtime of $16,000.  This is slightly offset by an increase 
in fee revenue of $20,000 due to higher than anticipated fire calls on the Kings Highway 
(Highway 401).  

Corporate Services - $11,351 Projected Favourable 

Staff gapping savings of $194,402 has been realized in the Finance and Information 
Technology divisions. 

There is an unfavourable variance within the Human Resources division as a result of 
increased Purchased Services costs. An increase in costs of $177,750 have been 
included in the forecast.  As part of the year-end review, a transfer from reserves may be 
recommended to fund a portion of the shortfall.    
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In the Legislative and Legal Services Division, as reported through CORS-011-19, the 
Town will no longer be invoicing for illegal signs and will instead apply penalties through 
the Provincial Offences Act. As a result, and given the challenges associated with 
identifying the offenders, the expected revenue collection has been reduced by $25,000. 
A further reduction of $20,000 in revenue is expected in user fees related to taxi driver’s 
licenses and commercial refreshment vehicle operators. A review of the Taxi/Limousine 
Licensing By-law is planned for 2019 as previously approved through capital project 
C2600117.   Somewhat offsetting the above noted revenue reductions are an increase in 
revenue generated from dog licenses and savings in records management in the amount 
of $26,000. 

Savings in administration costs across several Corporate Services divisions lead to the 
remaining $13,700. 

General Government - $30,210 Projected Unfavourable 

Staff gapping savings that were identified within each department are reflected as a 
$307,332 unfavourable variance in General Government with the offset being booked in 
each of the relevant departments.  

The unfavourable variance in staff gapping is partially offset with an increase of $208,471 
in penalties and interest revenues generated from late tax payments and additional tax 
payments in lieu revenue as a result of new properties added to the tax roll.  Revenue has 
also increased by $68,652 due to a new provincial property added to the roll generating 
additional revenue and less than expected vacancy rebates resulting in a savings. 

Although not affecting the projected year end position, reduced development activity has 
resulted in an anticipated shortfall of $4.4 million in capital provision fees and $0.8 million 
in per unit processing fees. This will in turn result in a lower than anticipated balance in 
the Capital Provision Reserve and Per Unit Processing Reserve as these fees are 
transferred to those reserves as received. While there is no impact to the operating budget, 
this delay in the revenues due to the timing of growth has funding implications for the 10 
year capital forecast.  

Finally, investment revenues are anticipated to be approximately $665,000 higher than 
budget and will be transferred to reserve at year end in accordance with policy. 

Engineering Services - $87,212 Projected Favourable 

The Operations division is reporting a favourable variance of $60,000 as a result of lower 
than budgeted fuel prices and usage. 
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As evidenced in ENG-032-19, Milton Transit system-wide ridership has increased by 8%, 
influenced by a growth in fare media use and GO Transit passenger trips. As a result of 
increased customer loyalty on Milton Transit services (e.g. more frequent use of tickets 
and passes relative to a decrease in the number of cash paying trips), a shortfall in fare 
revenue of just under $52,938 has been reported. Lower than anticipated advertising 
revenue is contributing a further $11,060 to the deficit. The deficit is offset by a reduction 
in fuel costs of $21,000, as prices to date have been lower than expected, as well as a 
reduction in maintenance costs of $42,998 from savings in vehicle maintenance 
programming. 

Infrastructure Management is reporting a forecasted surplus of $138,457 of which $85,000 
is attributable to decreased hydro costs. Staff gapping has generated a surplus of $38,786. 
Further savings of $10,525 were realized as a result of staff vacancies, and were used to 
offset a contract position in traffic control. An additional $13,835 of surplus is the result of 
an expected increase in revenue generated from road occupancy, entrance, and curb 
permits as revenues to date have been higher than anticipated. Consulting costs are 
higher than budget by $10,355 but are recoverable from developers resulting in a zero 
bottom line impact. Traffic signal maintenance materials and contract costs are higher than 
budget by $126,950 but will have a zero bottom line impact as they are recoverable from 
the Region of Halton.  

Development Engineering is reporting an increase in expenses of $109,744 due to 
performing more work on undeveloped subdivisions than was recovered through the 
Engineering and Inspection fees. Through the 2016 User Fees Study, CORS-047-16, the 
fees were updated to start addressing the deficit however further shortfalls are likely to be 
incurred until existing multi-year agreements entered into using the previous fee structure 
are complete. 

The remainder of the surplus is due to savings in various administration costs.  

Community Services - $16,588 Unfavourable 

Staff gapping has resulted in savings of $42,463. Higher program demand has led to a net 
revenue increase of $114,568 and additional facility rental revenue of $70,130 has been 
forecast. These favourable variances are offset by a revenue reduction of $163,751 
associated with the timing of opening the pool at Sherwood Community Centre. In addition, 
there was unforeseen emergency repair work completed on the air supported structure 
(Indoor Turf Centre) that resulted in an unfavorable variance of $80,000.  

As referenced through COMS-003-17, a transfer of $200,000 was made to the Community 
Foundation of Halton North for the 2019 installment of the naming rights on the Arts 
Centre.  This transfer has no net impact on the operating budget.   
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Planning & Development – $64,304 Projected Favourable  

The Planning and Development department is projecting a savings of approximately 
$64,000 mainly due to staff vacancies. 

Building permit fee revenue is currently projecting to be $2 million less than budget due to 
a market related decrease in activity. Staff are actively managing the expected revenue 
shortfall through savings in staffing where possible. However, the Building Division is still 
anticipating an overall net shortfall of approximately $1.3 million. This will be funded from 
the Building Stabilization Reserve Fund which has a current balance of approximately $3.2 
million as at the end of September 2019. Building permit fees were increased effective 
September 1, 2018 (CORS-046-18) in order to ensure the Town is moving towards 
achieving the Building Rate Stabilization Reserve Fund target balance of $8 million, 
representing two year’s annual direct costs. The decrease in building permit activity will 
delay achieving this target. 

Library – No net variances  

Savings from staff vacancies through 2019 were offset by purchases of office furniture for 
the Main and Beaty branches, as well as increased professional development costs 
related to an unplanned organizational membership fee.  

Hospital – No net variances 

  
Financial Impact 

The variance review process has identified estimated favourable variances of $51,134 for  
the period June to September 2019 which, when combined with the estimated surplus of  
$9,970 identified up to  May, results in an  estimated year end surplus  of $61,104. The  
financial position of the Town may continue to change throughout the year due to many  
factors including weather related activity, utility and fuel usage and rates, tax write-offs  
and position vacancies.  

  
Respectfully submitted,  
  
Troy McHarg 
Commissioner, Corporate Services / Town Clerk 

For questions, please contact: Deanne Peter, B. Comm., MBA Phone: Ext. 2316 
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Attachments  

Appendix 1 – September 2019 Operating Financial Statements  
  
  

  

CAO Approval 
Andrew M. Siltala 
Acting Chief Administrative Officer 
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