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“Our City is built on relationships – between citizens and their government, businesses and public institutions, city and region – all interconnected, mutually supportive, and focused on the brightest future we can create together.”
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To:
Executive Standing Committee
Subject:    
CAPITAL PROJECT VARIANCE REPORT as at March 31, 2015
1.
RECOMMENDATION: 

City Wide: X    Ward(s):      
I. THAT Council RECEIVE FOR INFORMATION the 2015 Life-to-Date Capital Project Variance Report as at March 31, 2015 from the Chief Financial Officer and City Treasurer (refer to Appendix A)
2.
EXECUTIVE SUMMARY:

N/A

3.
BACKGROUND:
In accordance with CR429/2010:

THAT the final financial position of all projects completed and closed during the year will BE REPORTED to Council as part of the annual year-end financial report; and

Capital projects whose final financial position is a deficit greater than 10% of the net budget AND greater than $500,000, will BE SUBJECT to a separate report to Council outlining the reasons for the deficit.
In addition to the above Administration continues to report to City Council semi-annually on the status of all open/active capital projects.  Project leads are encouraged to report any potential significant variances as soon as they can be projected.  Attached is Appendix A that lists all open/active capital projects summarized by Department/Program, as at March 31, 2015.

4.
DISCUSSION:
The comments for each of the 351 open/active capital projects listed in Appendix A are based on Department analysis and Finance review.  For each project, data is provided detailing the budget vs. actual for funding sources and expenditures, the current financial position of the project as of March 31, 2015 (i.e. surplus/deficit) as well as the best current/updated projection of the eventual final surplus/deficit position for each project.
5.  
RISK ANALYSIS:

Overall, approximately $289.7 million in budgeted expenditures have yet to be incurred as noted on the last page of the Appendix.
It should be noted that 143 of 351 projects (41%) of the total open projects have incurred expenditures of only 25% or less of their approved budget.  This means that there is still the likelihood of very significant shifts in the current variance projections as the projects proceed to completion.  

Project surpluses deemed to be certain have been recommended on occasion to offset other project deficits. In these instances Administration will only present such recommendations to Council if the project in a surplus position is certain to be realized and the funding source for both projects is transferable. Generally the project in a surplus position being recommended for use is also close to completion.

The current projections put forth for the various capital projects are estimates which can fluctuate significantly throughout the remaining duration of the project.  It is considered a high risk to redeploy project surpluses in these situations if they are not certain to be realized.  As projects are completed and closed, any final available surplus will be reported to Council as part of the year-end variance report.   While a preliminary surplus of $4.6 M is projected in Appendix A as at March 31, 2015,  it is important to note and consider  the limitations noted above relative to use of any such funds at this time.
6.
FINANCIAL MATTERS:
As of March 31, 2015, there are 351 open/active capital projects with total budgeted expenditures of approximately $1.102 billion (see Appendix A).

The following table summarizes at this time how many projects are on budget, how many are trending towards coming in under budget and how many are trending to come in over budget.  

	NUMBER OF PROJECTS
	PROJECTED FINAL VARIANCE TREND
	AMOUNT*
Surplus/(Deficit)

	322
	On Budget 

(Note that this is based on current scenarios.  Unforeseen circumstances may result in significant variances.)
	-

	24
	Surplus
	$5,079,827

	5
	Deficit
	   ($470,000)

	351
	Total
	$4,609,827

	
	Contingency for Unfinished Projects
	$4,609,827

	
	Currently Available Funds for Redeployment
	$0


*These amounts are reflected as at March 31, 2015 and therefore may vary considerably from the current figures.  These amounts also include projects which are funded from designated sources (i.e. Sewer Surcharge, Federal Gas Tax, etc.) and therefore the ability to divert such funds to other initiatives is rather limited.  The table below summarizes the funding source impact of all projected surpluses and deficits: 
	Funding Source
	Projected Net Surplus/(Deficit) Impact*
	Notes

	Sewer Surcharge
	            $1,635,000
	Non-discretionary Funding Source – only to be used toward funding sewer related projects.

	Development Charges - General
	 $20,000
	Non-discretionary Funding Source – only to be used toward funding growth related projects.

	Fleet Replacement Reserve
	            $1,284,407
	Dedicated Funding Source - normally deposited back to its funding source/reserve.

	Federal Gas Tax Reserve
	 $342,874

	Non-discretionary Funding Source – only to be used toward funding eligible projects as per funding agreement.

	Parkland Reserve
	$900,000
	Dedicated Funding Source – normally deposited to further fund capital parkland initiatives.

	Pay-As-You-Go Capital
	 $427,546
	Discretionary Funding Source –normally used to offset potential project deficits that may materialize throughout the year.

	
	  Total: $4,609,827
	


*It should be noted that these amounts are “projected” net surpluses from projects that are not actually complete.  Based on preliminary project analysis, these amounts could potentially materially change should other unforeseen circumstances occur which may bear additional cost.  

In addition, Administration balances and closes capital projects as they become complete.  These are reported to Council as part of the year-end variance report.
7.
CONSULTATIONS:
All project leads provided capital project status updates to augment the analysis performed by the Manager of Capital Budget & Corporate Reserves.

8.
CONCLUSION:
A comprehensive report on all open/active capital projects indicates that overall the 351 projects are currently trending towards an overall net surplus position.  Given the number of projects and the fact that construction of many will continue into the following year and beyond, significant fluctuation in the projections is likely.  Regular reports will keep Council apprised of the projects’ status.

	Victor Ferranti

Manager, Capital Budget & Corporate Reserves
	
	Onorio Colucci
Chief Financial Officer/City Treasurer and

Corporate Leader Finance and Technology



	Melissa Osborne
Senior Manager Asset Planning
	
	Helga Reidel
Chief Administrative Officer
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APPENDICES:

Appendix A – Capital Variance Report – As at March 31, 2015
DEPARTMENTS/OTHERS CONSULTED:

Name:       
Phone #:  519         ext.       
	NOTIFICATION :

	Name
	Address
	Email Address
	Telephone
	FAX
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