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Staff Report
Origin

Pre-audited financial information for the first quarter (ended March 31, 2024) is being provided
to the Finance Committee for review. The report provides details on the economic environment,
financial results and other key indicator information. The financial information provides Council
with an overview of the City of Richmond’s (the City’s) financial results throughout the year and
before the annual audited financial statements are presented.

This report supports Council’s Strategic Plan 2022-2026 Focus Area #4 Responsible Financial
Management and Governance:

Responsible financial management and efficient use of public resources to meet the needs
of the community.

4.1 Ensure effective financial planning to support a sustainable future for the City.

4.3 Foster community trust through open, transparent and accountable budgeting
practices and processes.

Economic Overview

Global growth is slow and steady, with the notable absence of a recession. However, the
situation varies across countries. The divergence between growth trajectories in advanced
economies and emerging markets has continued, though the pattern has flipped from last fall,
with recent increases in advanced economies and slight slowdowns in emerging economies — and
even greater slowdowns in developing countries, where inflation also remains higher. In the
U.S., growth rates are higher than previously forecasted, and China continues to face significant
challenges in its real estate sector. While the latest medium-term growth forecast is 3.1%, the
lowest it has been in decades, the risks to the overall global outlook are becoming more
balanced.

In Canada, economic growth is slow, and inflation is also slowing. The Bank of Canada (BoC)
has maintained its policy rate of 5% for almost three quarters and notes that its approach is
working to reduce inflationary pressures, though it will continue to monitor progress.' Inflation
in services, including shelter (rent and mortgage interest costs), is proving more challenging to
rein in than inflation in goods. Strong population growth is expected to support robust output
growth in 2024.

Richmond’s diversified economy continues to be relatively healthy. Businesses face challenges
in the current economic climate and obtaining financing for large projects can be both difficult
and costly. However, business licencing continues to show strong activity, with some recent
increases in new licences and a steady overall number of businesses operating in Richmond.
Industrial vacancy rates dipped lower this past quarter after edging upwards at the end of 2023,
and the industrial real estate market remains quite competitive. Office vacancy has trended

"Bank of Canada
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upward slightly, though transit-oriented office vacancy rates are down, as businesses locate near
transit offerings in the City Centre. Lower growth should be expected in 2024, aligned with

global conditions.

Macroeconomic Indicators & Forecast

1) Global Growth ~ Real Gross Domestic Product % Change?
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e The International Monetary Fund (IMF)

projects global Gross Domestic Product
(GDP) will hold steady at the 2023 rate of
3.2% in both 2024 and 2025. This reflects a
slight upward revision to the forecast.

In 2024, Canadian GDP is forecasted to grow
by 1.2%, with U.S. and China GDP growth
forecasts of 2.7% and 4.6%, respectively.

This global growth profile for 2024 is
slightly stronger than previously anticipated.
It reflects slight downward revisions for
Canada and China, though an upward
revision to the U.S. forecast.

2) Interest Rates — US and Canadian Overnight Central Bank Rate % at Year End?
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e The BoC has held its overnight lending rate

steady at 5.0% since its last increase in July
2023.

The U.S. Federal Reserve (U.S. FED)
continued to hold steady its rate of 5.38%
(5.25% - 5.50%), as it also has since its last
increase in July 2023.

Unexpected resiliency in the U.S. economy
and increases in U.S. inflation mean that the
BoC is expected to start cutting interest rates
sooner than the U.S. FED, which will likely
maintain higher rates for a longer time
period.

2International Monetary Fund, World Economic Outlook (April 2024): Steady but Slow: Resilience and Divergence.

3US Federal Reserve, Bank of Canada and Royal Bank of Canada Research; Bank of Canada Monetary Policy Report (April 2024); RBC
Financial Markets Monthly (April 2024).
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3) Exchange Rates — CAD/USD at Year End*

::g e While the year-over-year outlook for the
18 Canadian dollar (CAD)/U.S. Dollar

130 (USD) exchange rates is expected to be
s relatively stable at $1.33 CAD / $1 USD
115 in both 2024 and 2025, shorter term

1;2 fluctuations are likely.

e oy P e Multiple factors affect exchange rates

AD per §1 USD including interest rates, oil prices,
geopolitical developments, and inflation.
If the BoC cuts interest rates before the
U.S. FED, there could be a weakening of
the CAD, as global investors are attracted
to higher interest rate environments.

4) Unemployment®

135 e According to Statistics Canada’s March
128 2024 Labour Market Survey, population
105 growth continues to be higher than

gg employment growth, and the

75 employment rate declined for a sixth

g"g consecutive month. Unemployment also
45 increased to 6.1% in March.

30 Q122 Q222 322 Q422 Q1-23 Q2-25 Q3-23 Q423 Q124 e InB.C. and across Canada, new

-anad letro Vancouver

positions were added in the health care
and social assistance sectors. Nationally,
employment fell in accommodation and
food services, whereas in B.C.,
employment was down in goods-
producing sectors, especially
construction.

e Atthe end of Q1 2024, the Canadian,
B.C., and Metro Vancouver
unemployment rates were 6.1%, 5.5%,
and 5.4%, respectively.

4RBC Economics (RBC Financial Markets Monthly, April 2024.
SStatistics Canada Labour Force Survey (March 2024); Labour Force Statistics Highlights Issue #24-03.
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5) Consumer Price Index (CPI - 2002=100)°
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While Canadian inflation accelerated
slightly in March (2.9%) as compared to
February (2.8%), it was lower in Q1 2024
than in all quarters since the historic high
of 8.1% in June 2022.

The most recent increase was largely
driven by higher gas prices and
continuing high shelter costs (including
both mortgage interest costs and rent).

Compared with other provinces, B.C. is
squarely in the middle, with the fifth
highest rate of inflation in March.

On average over the past 12 months,
inflation has been higher in Metro
Vancouver (3.6%) than in B.C. (3.2%) or
nationally (3.3%).

SStatistics Canada, Consumer Price Index; also Consumer Price Index, March 2024; also BC Stats, Consumer Price Index, March 2024, Issue

24-03: aiso TD Economics, Canadian Consumer Price Index (March 2024).
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Commercial Space!!

a) Industrial Space
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9Canada Mortgage and Housing Corporation; 2024 Housing Market Outlook.

In Q1 2024, there were 735 housing starts
in Richmond and 7,627 in Metro
Vancouver, as measured by the Canada
Mortgage and Housing Corporation
(CMHC) and based on verification that
construction work has commenced'®.

Year-to-date housing starts increased by
22.7% in Richmond and by 7.2% in Metro
Vancouver, as compared to the same
period in 2023. There is a fair amount of
fluctuation quarter by quarter, as is to be
expected depending on project timelines.

While Q1 was strong, a decline in housing
starts is anticipated for 2024 due to high
land and construction costs, as well as
financing challenges, especially for multi-
family buildings.

In Q1, the Metro Vancouver industrial
vacancy rate has increased to 2.5% and is
approaching a more balanced market. New
construction is a key driver of the higher
vacancy rates.

In Richmond, the industrial vacancy rate
remains lower than Metro Vancouver and
was 0.8% in Q1 2024, tracking downward
after slight increases in Q3 and Q4 2023.

Asking rents have started to moderate
though still remain near historic highs,
especially for new construction.

IOHousing Start is defined as the beginning of construction work on a building, generally when the concrete has been poured for the whole of the
Jooting around the structure, or an equivalent stage where a basement will not be part of the structure.

U Cyshman & Wakefield Office and Industrial Market Beat Reports Q1 2024.
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b) Office Space

Ofica Space Inventary (000 5F) ‘ e The office vacancy rate remains relatively

B | 29 2023 1200
g steady at 10.1% in Metro Vancouver, the
}: o same in Q1 2024 as it was a year ago in
o0 Q1 2023.
:;:,ooc o Atthe end of Q1 2024, the office vacancy
L L L , rate had increased to 10.0% in Richmond,
e . . _Offcespacevacancy(%) with transit-oriented vacancy declining to
VA 6.6%2.
S
£ » Following near-record construction
o completions across Metro Vancouver over
w2 w2 ez as  ws  on ws o the past several years, no large-scale
oo Vancouver additions are expected in the next two
< Jehmond Transit Orented years. Vacancy rates may start to decline,

especially in new buildings, as tenants
absorb the new, higher-quality space.

Note that the increased transit-oriented vacancy rate in Q4 2022 was due fo the

Paramount development (6388 No. 3 Road) coming to market. Short-term ° Average asking rents in Richmond are the
fluctuations are expected as new supply is added. . N
lowest in the Metro Vancouver region.

R2note that as of Q1 2023, transit-oriented office data is now sourced from Cushman and Wakefield for greater consistency across commercial
vacancy rates presented in this report. The definition of “transit-oriented office” is office space within 600 meters of a Skytrain station. 4s this
definition includes a limited number of developments in the City Centre, any change (whether related to new inventory or absorption) may have a
seemingly disproportionate impact on the data.
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11) Goods and People Movement

a) Regional Cargo Movement'*

Regional Cargo Movement

0 { 2023 ws o InQl 2024, cargo volumes handled by the

- A S Port of Vancouver, as measured by
Twenty Foot Equivalents (TEUs),
! increased by 21.6% as compared to the
300 same period last year.
20 movement e 73,583 tonnes of air cargo passed through
VR Cargo (Tannes) the Vancouver International Airport

MV Container Movement (TEU)

(YVR), which is a 9.8% increase as
compared to the same period last year.

Source: Port of Vancouver, YVR

b) Airport Passengers's

Airport Passengers
2022 !

w2 2024 e Passenger travel through YVR continues
to be strong, with an increase of 9.1%
during Q1 2024 (5.99M) as compared to
the same period last year (5.49M).

YVR Pax
{millians}

YVR Cargo
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NagS®
8c83
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¢ Globally, the aviation industry has
returned to profitability, three years after
historic losses due to the pandemic. There
is now much focus on air transportation’s
access to renewable energy sources, as the
industry looks toward future growth and
sustainability.

¢) Richmond Hotel Room Revenue'®

Rich d Hotel Room

s o Hotel room revenues in Richmond for the
first two months of Q1 were $39.7M, which
is 9.4% higher than the same period last
year.

&

Room Revenue (S Millions)
»
S

Note: Richmond Hotel Room Re;enue for Q1 2024 includes January and February data
only where Q1 2023 includes the full three months.

Yport of Vancouver Monthly Cargo Statistics; YVR Monthly Statistics. '
SypR Monthly Statistics; International Air Transport Association, Global Outlook for Air Transport (December 2023).
¢, ity of Richmond Additional Hotel Room Tax Ledger.
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Residential Real Estate!”

While the market has not reached the same level as compared to last year, the sales activity is
reflective of a balanced market. There are still modest month over month price gains of 1% - 2%
happening at the base level, despite borrowing costs remaining elevated. Regardless of the
increase in inventory, the overall market balance is heading further into seller’s market territory.

50.0%
45.0%
40.0%
35.0%
30.0%
25.0%
20.0%
15.0%
10.0%

Richmond - Residential Sales

1,092
R ark

W1-2uzs WL-Lues womLvso wTeve v e

sartment ingle Family 2 Townhouse

Richmond - Residential Sales-to-Active Listings

0.0% 4

Q1-2023 Qz-2023 Q3-2023 Q4-2023 Q1-2024

1gte Family —&— Towmhouse
rartment 1 Properties

Richmond -~ Average Days on Market

- —_—
Qf-2023 Q2-2023 Q3-2023 Q4-2023 Q12024

ngle Family —#—-Tawnhouse »artment

Y Real Estate Board of Greater Vancouver.
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Single family detached (SFD) home sales
decreased by 1.1% compared to Q1 2023.

Townhouse sales have increased by
11.2% and apartment sales have
decreased by 9.8% compared to Q1 2023.

Townhouse sales comprise 22.3% of the
residential home sales in Richmond. SFD
and apartment sales account for 26.5% and
51.2%, respectively, of home sales in
Richmond.

There were 668 residential home sales in
Richmond in Q1 2024, a 3.5% decrease
compared to the same period last year.

Richmond residential properties had a
sales-to-active listings ratio of 25.1% as
at March 31, 2024, representing a seller’s
market.

Analysis of historical data suggests
downward pressure on home prices
occurs when the ratio dips below 12% for
a sustained period, while home prices
often experience upward pressure when it
surpasses 20% over several months.

At Q1 2024, SFD properties in Richmond
had an average of 57 days on the market,
an 18.8% increase compared to Q1 2023.

Townhouses and apartments in Richmond
had an average of 39 and 37 days on the
market, respectively, representing an
18.2% increase and a 19.6% decrease,
respectively, over the same period last
year.
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Greater Vancouver - Average Days on Market
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At Q1 2024, SFD properties in GVRD
had an average of 45 days on the market,
which represents a 4.7% increase
compared to Q1 2023.

Townhouses and apartments in GVRD
had an average of 30 and 34 days on the
market, respectively, which represents a
decrease of 9.1% for townhouses and
5.6% for apartments, compared to Q1
2023.

The Home Price Index (HPI)'® for SED
properties in Richmond at Q1 2024 was
$2,190,500, a 3.9% increase compared to
Q1 2023. The GVRD housing market has
increased with SFD properties priced at
$2,007,900, which represents a 7.8%
increase compared to the same quarter
last year.

At Q1 2024, the HPI for townhouse
properties in Richmond was §1,146,600,
an increase of 3.9% compared to Q1
2023. The HPI for townhouse properties
in GVRD was $1,112,800, which
represents a 5.3% increase compared to
the same time last year.

The HPI for apartments in Richmond was
$772,400, an increase of 6.3% compared
to Q1 2023. The HPI for apartments in
GVRD was $777,500, which represents a
5.4% increase compared to the same time
last year.

8 Home Price Index is a tool to measure home prices trends in Metro Vancouver and other major markets in the country. It is an alternative
measure of real estate prices that provides the market trends over traditional tools such as mean or median average prices.
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Gaming Revenue

In accordance with the Host Financial Assistance Agreement with the Province of BC
(Province), the Province pays 10% of net gaming income to the City. Net gaming revenue is
calculated as net win from casino games less (i) fees payable by BC Lottery Corporation (BCLC)
to the service provider, and (ii) BCLC’s administrative and operating costs. Distributions are
subject to volatility due to fluctuations in net win from casino games, operating costs and
accounting adjustments.

Gaming Revenue by Quarter

$6.0 e The gaming revenue for Q1 2024 was
350 $3,045,099, a decrease of 17.5%

$40 compared to the same quarter last year
$3.0 when $3,690,296 was received.

$2.0

$10 e The 2024 budget for gaming revenue is
' $12,500,000.
Q Q2 Q3 Q4

023 024

Gaming revenue is dependent on the operations of the River Rock Casino, these amounts may
vary due to consumer behaviours, changes in regulations and competition.

At the January 29, 2024 Council meeting, the 2024 Budget was approved which included the
gaming revenue allocation for 2024. The distribution of these funds is detailed in Table 1 with

any surplus revenue or shortfall to be transferred to the capital reserve.

Table 1: Distribution of the 2024 gaming revenue allocation

Distribution 2024 Budget
Capital Reserves Remainder $1.8M
Grants 25% 3. IM
Council Community Initiatives Account 2% 0.3M
Debt Servicing Fixed 6.4M
Operating (RCMP)* 7% 0.9M
Total $12.5M

*The funding allocation towards total policing costs is calculated based on the cost of four officers and does not reflect actual policing effort.
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Operating Activity
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Table 2 compares budget to unaudited actual activity up to March 31, 2024. The net figure
represents combined revenue and expense amounts. Actuals include estimates for revenues
earned and expenses incurred to date where invoices may not yet be issued or received.

Division/Department’

Community Safety*

Community Services

Corporate Administration
Engineering and Public Works
Finance and Corporate Services
Fire Rescue

Law and Legislative Services
Library

Planning and Development
Policing

Fiscal

Flood Protection Utility
Sanitary Sewer Utility
Sanitation and Recycling Utility

Q1 YTD Net 01 YTD
Budget? Actuals and
Commitments®

(820) (1,104)
13,571 12,722
2,513 2,376
19,281 19,241
7,530 7,259
13,225 12,922
1,273 1,172
3,295 3,293
2,716 2,570
18,810 18,320
(32,046)

6,209
11

Table 2: Net Operational Activity for the period January 1, 2024 to March 31, 2024 (in $000’s)

Q1YTD
Variance ($)

284
849
137

40
271
303
101

146
490

300
28
309

Water Utility 7,205 7,132 73 1%
Utilities Total 26,144 25,434 710 3%

Q1 YTD
Variance (%)

35%
6%
5%
0%
4%
2%
8%
0%
5%
3%

2%
0%
97%

"Net Operational Activity does not include amounts related to capital such as: contributed assets, developer contributions, amortization, etc, It
does not represent Generally Accepted Accounting Principles, but is presented on a modified cash basis.
*The Net Budget is based on the operating budget approved by Council on January 29, 2024.
3Includes budgeted equity transactions such as transfer to reserves, transfer to provision, etc.
“Includes Community Safety Administration, Business Licences, Community Bylaws and Emergency Programs.

The following section provides an explanation on a'Divisional/Departmental basis of year-to-
date variances in relation to the 2024 Financial Plan:

¢ Community Safety (excluding fire rescue and policing) has a favourable variance due to

higher business licence revenue and lower operational spending for Q1 2024.

e Community Services’ favourable variance is mainly due to vacant positions, lower than
budgeted parks expenditures and operating expenses to date, as well as stronger revenue

from recreation activities.

e Corporate Administration’s favourable variance is mainly due to vacant positions and

lower operational spending.
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¢ Engineering and Public Works is on budget.

o Finance and Corporate Services’ favourable variance is mainly due to higher revenue,
staff vacancies and lower operational spending for Q1 2024.

o Fire Rescue’s favourable variance is mainly due to vacant positions through firefighter
retirements.

o Law and Legislative Services is on budget.
e Library is on budget.

¢ Planning and Development’s favourable variance is primarily due to staff vacancies in
Building Approvals and Community Social Development.

e Policing’s favourable variance is driven by lower than budgeted policing contract costs.
o Fiscal’s unfavourable variance is mainly due to timing of expenditures.

e Flood Protection Utility’s favorable variance is mainly due to vacant positions.

e Sanitary Sewer Utility is on budget.

¢ Sanitation and Recycling Ultility’s favourable variance is mainly due to vacant positions
and operational savings.

e Water Utility is on budget.

The presentation of the figures for the Financial Statement, Statement of Operations is different
from the Net Budget presentation above. The above presentation combines revenues and
expenses, and presents the net amount inclusive of transfers. The Statement of Operations
presents the revenues and expenses separately and prior to any appropriations and transfer to
reserves. The Statement of Operations for the Three Month Period Ended March 31, 2024, with
comparative figures for 2023, is included in Attachment 3.

Cash and Investment Portfolio

As of March 31, 2024, the City’s total cash and investment balance was $1.65 billion, which
represents the City’s working capital for ongoing operational obligations, as well as funds held in
reserves and liability accounts for future and restricted uses.

The City’s total cash and investment balance was comprised of $1.40 billion in investments and
$245 million in a high interest savings cash account, with a weighted average annualized yield of
4.59% for the first quarter of 2024.
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Contract Awards

In accordance with Policy 3104, this report provides information on new contract awards and
aggregate contract extensions greater than $75,000. During the first quarter, 37 contracts greater
than $75,000 were awarded totalling over $83.3 million (Attachment 4).

Financial Impact
None.
Conclusion

The March 31, 2024 financial information report provides details on the economic environment,
financial results and other key indicator information to the Finance Committee for information.

.
N~

Cindy Gilfillan, CPA, CMA
Manager, Financial Reporting
604-276-4077

Att. 1: Economic Indicators

Att. 2: Financial and Key Indicators

Att. 3: Unaudited Statement of Operations
Att. 4: Contract Awards Greater than $75,000
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Attachment 3

Unaudited Statement of Operations’
For the Three Month Period Ended March 31, 2024, with comparative figures for 2023.

_(in $000's)
Budget Actuals Actuals
March 31, March 31, March 31,
2024 2024 2023
Revenue:
Taxes and levies $76,669 $76,625 $71,687
Utility fees 37,115 34,556 31,050
Sales of services 13,704 10,090 9,228
Payments-in-lieu of taxes 3,663 3,350 3,331
Provincial and federal grants 6,659 4,857 1,236
Development cost charges 4,151 1,308 1,337
Other capital funding sources 17,029 3,826 3,276
Other revenue:
Investment income 6,405 15,739 9,207
Gaming revenue 3,125 3,045 3,690
Licences and permits 3,208 5,274 4,555
Other 3,838 5,669 3,149
Equity income 211 720 699
$175,777 $165,059 $142,445
Expenses:
Community safety $38,765 $35,108 $32,545
Utilities* 31,228 29,947 29,523
Engineering, public works and project
development 15,199 14,151 14,154
Community services 19,934 16,007 15,456
General government 24,711 22,419 20,622
Planning and development 11,296 9,876 5,697
Library services 3,119 2,925 2,656
$144,252 $130,433 $120,653
YTD Surplus (Annuai Surplus)? $31,525 $34,626 $21,792
Accumulated surplus, beginning of year 3,632,487 3,532,487 3,510,695
Accumulated surplus, end of March 31° $3,564,012 $3,567,113 $3,5632,487

Statement of Operations for City and Library after intercompany eliminations, includes investment in Lulu Island Energy Company but excludes
Oval results.

2Annual Surplus is the difference between revenues and expenses and reflects the change in the accumulated surplus on the Statement of
Financial Position. Annual Surplus is prior to transfer to reserves and surplus appropriations. The revenues include capital contributions,
development cost charges and other items that impact the investment in tangible capital assets within the accumulated surplus. The expenses
include amortization which impacts the investment in tangible capital assets in accumutated surpius.

3Accumulated surplus is equivalent to the net worth of an organization and is comprised of investment in tangible capital assets, reserves,
appropriated surplus, general surplus and other equity.

4Utilities includes flood protection, water, sewer and sanitation recycling

7654482

FIN — 147



FIN — 148



FIN — 149



FIN — 150





