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REGIONAL MUNICIPALITY B3J 3A5 Canada
Item No. 5
Halifax Regional Council
November 30, 2010
TO: Mayor Kelly and Members of Halifax Regional Council

Original Signed by Director

SUBMITTED BY:

Cathie O’Toole, CGA - Director of Finance/CFO

DATE: November 26, 2010

SUBJECT: Second Quarter 2010/2011 Financial Report

INFORMATION REPORT

ORIGIN

Staff has committed to provide Council with quarterly financial reports including:

a report of projected Operating Fund surplus/deficit by area;

a report detailing District Capital expenditures in accordance with the Capital Fund Policy
approved by Council on May 16, 2000;

regular updates on the balance in the Capital Reserve Pool (CRESPOOL) as requested by
Regional Council on October 23, 2001;

a report detailing Recreation Area Rate expenditures in accordance with the Recreation
Area Report Policy approved by Council on May 14, 2002; and,

a report of Capital budget increases related to cost-sharing, with no net impact to HRM as
per the policy approved by Council April 24, 2007.
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DISCUSSION

Operating Statement:
At the end of September 2010, HRM had a projected net operating surplus of $727,000.

The Business Units are projecting a deficit of $1.7m which is offset by a surplus of $2.4m in fiscal
services.

The key projected changes from the business units’ budgets are as follows:

Transportation and Public Works is projecting a deficit of $1.7m. Transit revenues are
down by $1.2m from the budgeted amount and Value in Kind contributions for Canada
Winter Games are expected to be $577k more than budget, and,

Deficits and surpluses in other business units offset.

In Fiscal Services, the net projected surplus is the result of the following changes:

Residential property tax revenues are projected to be $170k higher than budget;

Deed transfer taxes are projected to be $500k above budget reflecting the increased activity
in the market;

Grants in lieu of taxes is anticipated to be $530k above budget as a result of increased
commercial tax rate and assessments;

HRM'’s proportion of the Nova Scotia Power - HST Offset increased by $245k above the
budgeted amount; and,

Interest on over due accounts is expected to be $875k higher than budget as a result of the
increase in the interest rate charged from prime plus 4% to 15%.

There are still several risks that have not been reflected in these projections, the most significant is
the potential impact on a Winter Works costs if we have more snow and ice events than budgeted.

Also, in the 2010/11 budget a $3.5m vacancy factor was recorded to balance the budget. As of the
end of September, there have been actual realized savings of $2.9m and an additional $900k of
projected savings to the end of the fiscal year, for a total projection of $3.8 million.

Transit is working to mitigate the projected deficit, and options for addressing any Transit deficit
will be considered at year end.
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Capital Fund Statements:

The Capital Statement as at September 30, 2010 is included as Attachment #3 to this report.
Currently, the total budget for projects (excluding Harbour Solutions) is $775m. The total spent
($501m) and committed ($118m) is $619m leaving an available balance of $156m or 20% of the
total budget.

District Capital Funds:

The report of expenditures from Councillors’ District Capital Funds is included as Attachment #4
and shows that of the $3.1m budget, $2.5m has not been spent. $1.7m of the $2.5m has been
committed.

Recreation Area Rate Accounts:

The details of the Recreation Area Rate Accounts are in Attachment #5. These Accounts began
the year with a surplus of $3.8m. To date, $2.6m has been collected and approximately $1.4m has
been spent. The surplus balance as of September 30, 2010 is $4.9m.

Reserves Statement:

The net reserve balances at September 30, 2010 are $73m. There are approximately $67m of
revenues that are anticipated by March 31, 2011 but not yet received and approximately $83.5m of
approved expenditures that have not been incurred. The net projected available funds as at March
31%, 2011 are $56.4m. This is a decrease of $4m from the 2010/11 Reserve Budget. The net
decrease can be attributed to the following significant decreases (increases) to the budgeted
reserves balances:

Unbudgeted Reserve Transactions Reserve
Reductions

Increases)

Net Land Sales, Purchases and Adjustments (1,808,000)
Funding for 4 Pad arena 1,500,000
Transfer of 2009/10 surplus to reserves (1,500,000)
Increase interest and other revenues (525,000)
Purchase of buses 5,800,000
Net transfers to capital projects 316,000
Other 212,000
Total $ 3,995,000

Further reserve details are included in Attachment #6 to this report.

Capital Reserve Pool Balance:
Attachment shows the balance in the Capital Reserve Pool (CRESPOOL) is a surplus of $267k as
of September 30, 2010.
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Changes to Cost Sharing for Capital Projects:

To date, HRM received cost sharing for 28 projects totalling $6.2m. The main increase relates to
cost sharing from Halifax Water, the Federal and Provincial Government for Sheet Harbour
Streetscape and cost sharing from the Green Municipal Fund of the Federation of Canadian
Municipalities for the 4 Pad Arena. Complete details of the amounts received and the associated
capital projects are included in Attachment #8 to this report.

BUDGET IMPLICATIONS

Explained in the report.

FINANCIAL MANAGEMENT POLICIES/BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Capital and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Capital and Operating reserves as well as any relevant legislation.

ATTACHMENTS

1. Halifax Regional Municipality Operating Results for the period from April 1, 2010 to
September 30, 2010 with comparative data for the prior fiscal year - Net Expenditures,
Gross Revenue and Gross Expenditures with explanations.

2. Halifax Regional Municipality Operating Fund Balance Sheet as at September 30, 2010.

3. Halifax Regional Municipality Capital Statement as at September 30, 2010.

4. Report of Expenditures in the Councillors’ District Capital Fund to September 30, 2010.

5. Report of Expenditures in the Recreation Area Rate Accounts to September 30, 2010.

6. Halifax Regional Municipality Reserve Funds to September 30, 2010.

7. Capital Reserve Pool (CRESPOOL) - Details of Amounts Transferred In and Out to
September 30, 2010.

8. Changes to Cost Sharing for Capital Projects for April 1, 2010 to September 30, 2010.
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Additional copies of this report, and information on its status, can be obtained by contacting the Office of the Municipal Clerk at
490-4210, or Fax 490-4208.

Report Prepared by: Louis de Montbrun, CA, Manager, Accounting Operations

Financial Approval by: %

490-6308

Cathie O’Toole, CGA, Director of Financg/8F Qg %




Attachment #1

Halifax Regional Municipality Operating Results
for the period from April 1,2010 to September 30, 2010
projected to March 31, 2011



Halifax Regional Municipality
Explanation of Projected Surplus (Deficit)
For the Year ending March 31, 2011
as of September 30, 2010

Finance — The surplus is a result of tax sale revenue brought in from the‘ba‘lance syhéet and expec;;d Wmteru
ban revenue ($118k) and reduced costs for contract services and training ($27k) which is offset by increased 63,000
costs for overtime ($82k).

e Transportation & Public Works — The deficit is primarily due to a decrease in Metro Transit Conventional
Bus revenue ($1.2M) due to a decline in ridership of 4.5%, and a shift in riders from cash to passes and (1,705,000)
tickets. Ticket sales are up 9% and pass sales are up 5.5% while cash sales declined by 3% all in comparison
to last fiscal year figures. A projected deficit of ($577k) is due to the Value-in-kind expenditures within
TPW in relation to the Canada Winter Games. A deficit in the Service Delivery and Quality Improvement
Division is the result of decreased contribution from the Province of Nova Scotia due to the decline of
stumpage revenue for harvesting on Crown lands in the amount of ($79k). A deficit in Traffic and Right of
Way Services in the amount of ($100k) is due to increased sign manufacturing costs and an increase in
market prices for electrical supplies. This deficit is offset by a net surplus of ($46k) in Metro Transit due to
an unbudgeted recovery received from contract negotiation as well as a net surplus in Traffic and Right of
Way Services ($200k) due to increased revenue from developers for the installation of street lights in new
subdivisions and increase in sign manufacturing revenue. Additional net surplus’s of ($5k) in various areas
due to cost saving measures being taken in office costs and consulting fees.

e Infrastructure and Asset Management — Projected deficit is primarily the result of a 2009/10 year end job (151,100)
costing adjustment for a project-funded position and is not related to business unit current activity.

¢ Community Development — The deficit is due to additional costs for Operation of Canada Games oval
before/after the games ($150k); additional Value in Kind services related to Canada Games ($65.4k); (185,600)
operation of Captain William Spry Centre caused by the corporate cost saving measures during operating
budget process ($27.3k); unanticipated interdepartmental chargebacks ($18.9k) compensation costs caused
by staff turnover ($12.6k) for various non-compensation items The projected deficit is reduced by a
projected overall revenue surplus of ($88.6k) in the Development Services division.

* Regional Police — The deficit is due to increased external services cost ($428k), building costs of ($124k) (148,200)
and vehicle expense of ($164k) due to extra surveillance. This was offset by increased revenues for animal
licenses ($110k), criminal record checks ($83k), secondment revenue ($297k) and other miscellaneous
revenues totalling ($77.8k).

¢ Business Planning & Information Management — The surplus is due to reduced costs for computer repair

and maintenance (3500k) and surplus in the Data division ($100k), which is offset by additional costs for 324,800
2011 Canada Games VIK ($247.8k) plus Business case and Opportunity assessment costs ($24.6k) and
further increased costs in various area’s ($2.8k).

¢ Other Business Unit Net Surplus— This surplus is primarily due to compensation and benefit savings in 78.000

Library due to hiring delay ($62k); and savings in other business units for consulting fees and membership
dues in the amount of ($16k).

TOTAL BUSINESS UNIT NET SURPLUS/DEFICIT) (1,724,100)




¢  Property Taxes - The surplus is due to increased fire protection revenue ($693.6). However, this will be
offset by fire protection charges as these accounts net to zero. The remaining balance of ($169.4k) is 863,000
primarily due to a net surplus on residential accounts.

¢  Deed Transfer Tax - The surplus is due to increased projected Deed Transfer Tax based on YTD trending. 500,000
s  Payments in Lieu of Taxes - The surplus primarily relates to increased Payments in Lieu of Taxes on 533 400
Federal accounts as a result of an increased commercial assessment and increased commercial rate. ’
¢ Own Source Revenue - The surplus of ($875.6k) is the result of increased interest charged on overdue 925,600
accounts due to increasing the rate from prime plus 4% to 15% effective July, 2010. In addition, projected
surplus of ($50k) is dueto increased rate charged on overdue accounts with solid waste that was instituted in
August.

s  Unconditional Transfers - The surplus is due to HRM’s proportion of the HST Offset account being higher 244,500
than budget.

¢  Debt Charges - The surplus is due to net savings of actual debt interest and debt discount charges for the 104,500
2010 Spring debt issue being lower than budget.

¢  Reserves - The surplus is because the budget included ($400k) to be transferred to the Election Reserve, but 200.000
the amount should have been ($200k). ’

¢  Fire Protection Charges — Increased fire protection charges to offset the increased fire protection revenue (693,600)

as these two accounts net to zero.

¢ Salary Savings — The deficit is due to several factors, including LTD salaries for staff that have been off for
more than 24 months is running higher than the 5 year average ($103.8k) plus OCC costs which were (121,400)
eliminated from the final budget in error ($100k). The balance of the deficit is the result of miscellaneous
settlements ($220k), however, the deficit has been offset by projected vacancy management savings for the
year exceeding the original budget ($302.4k).

o  Total of all other categories of Fiscal Services where the projection is within $100,000 of budget. (104,200)

TOTAL PROJECTED FISCAL SERVICES SURPLUS/(DEFICIT) $2,451,800

Overall Surplus (Deficit) $727,700
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Attachment #2

Halifax Regional Municipality Operating Fund Balance Sheet
as at September 30, 2010



Halifax Regional Municipality

Statement of Financial Position - Operating

September 30, 2010, with comparative figures for September 30, 2009 and March 31, 2010

(In thousands of dollars)

Unaudited

September 30, 2010

September 30, 2009

March 31, 2010

Financial Assets

Cash and short-term deposits 33,940 131,921 36,785
Taxes receivable (net of allowance) 286,836 111,298 29,166
Accounts receivable 78,888 45,062 48,717
Loans, deposits, and advances 2,075 2,820 2,596
Investments 54,017 214 801 109,976
455,756 505,902 227,240
Liabilities
Accounts Payable and accrued liabilities 200,708 199,162 182,665
Deferred revenue 23,140 19,350 21,696
Employee future benefits 31,405 30,298 30,354
455,700 447,754 234,715
Net Financial Assets 56 58,148 (7.475)
Non-Financial Assets:
Inventory and prepaid expenses 7,962 7,362 8,182
Net Assets 8,018 65,510 707




Attachment #3

Halifax Regional Municipality Capital Statement
as at September 30, 2010
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Attachment #4

Halifax Regional Municipality
Councillors’ District Capital Funds
Report of Expenditures
to September 30, 2010
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Attachment #5

Halifax Regional Municipality
Recreation Area Rate Accounts
Report of Revenues and Expenditures
to September 30, 2010
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Attachment #6

Halifax Regional Municipality
Reserve Funds
Revenues and Expenditures
as at September 30, 2010
Projected to March 31, 2011



Summary of Unbhdgeted Reserve Transaction by Type
As of Sept 30, 2010

(Increase)
Decrease in
Projected
Balance
Increase in net land sales received ($1,808,510)
Increase in interest projection (170,587)
Park and land improvements withdrawal 191,800
Increase funding from reserves to 4 Pad Arena project 1,510,000
Remaining 2009/10 year-end surplus transfered to reserves (1,500,000)
Increase in other revenue received (355,365)
Early purchase of buses expenditure 5,812,120
Reduction of capital project funding requests (779,045)
Increased capital project funding from reserves 1,095,185

Total Decrease (increase) in projected reserve balances $ 3,995,598
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Attachment #7

Halifax Regional Municipality
Capital Reserve Pool (CRESPOOL)
Details of Amounts Transferred In and Out
as of September 30, 2011
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Attachment #8

Halifax Regional Municipality
Changes to Cost Sharing for Capital Projects
Approved by the Council, Directors, DCAOs or CAO
as at September 30, 2010



Cost Sharing Report

Project # and Name Date Approved by Cost Sharing Partner Amount Expl i
Award - Unit Price Tender No. 10-202, Pavement
Resurfacing and Water Main Replacement, Windmill Road
and Pavement Resurfacing Aldemsy Drive - East Region April 6 Council Halifax Water $132,704.00{Pavement Resurfacing.
See above $20,169.00|Curb Renewals.
Budget Increase and Award of Contract No. 10P237, St. St. Stephen Elementary 3
Stephen Elementary School Playground - Rebuild April 18 CAOC School $1,533.47|St. Stephen Elementary School Playground - Rebuild
Award - Unit Price Tender No. 10-204, Green Street
(Queen Street to Barrington Street) Resurfacing, Sidewaik
Renewal and Watermain April 20 CAOD Halifax Water $224,069.00{Replacement of existing watermain
Award - Unit Price Tender No. 10-217, Micro Surfacing -
Phase 1 - Various Locations May 11 Council Halifax Water $67.,715.00]Resurfacing Program
Award - Unit Price Tender No. 10-215, Thin Overlays -
Phase 1, Various Locations May 11 Council Halifax Water $45,840.00|Resurfacing Program
Award - unit Price Tender No. 10-208, Pavement Renewal -
Leeds Strest (Robie Street to Novalea Drive) - West
Region May 12 CAQ Halifax Water $7,237.45|Resurfacing Program
Award - Unit Price Tender No. 10-219, Street
Improvements, Widening and Water Main Replacement,
Trunk 7 (Main Street) - East Region May 18 Council Halifax Water $383,007.92{Replacement of existing watermain
Parks Canada's National Historic Sites of Canada Cost-
Sharing Program May 25 Council Parks Canada $75,000.00|Dingle Tower-Restoration Plagues
Award Unit Price Tender No. 10-221, City of Lakes
Business Park, Phase 11-5 Devslopment - East Region May 26 Council Heritage Gas $70.157 00| Natural gas distribution piping
Award - Unit Price Tender No10-236, John Cross Drive
Mount Edward - Edwin, Pavement and Watermain
Renewat - East Region June 1 Council Halifax Water $498,878.00)Watermain renewal
Award - Unit Price Tender No. 10-222, Paving Renewal,
New Sidewalk & Water Main Renewal; Hillcrest Avenue - )
Centrat Region June 8 Council Halifax Water $216,396.00| Watermain Renewal
Award - Unit Price Tender No. 10-240, Thin Overiay - )
Phase 2 - Various Regions June 15 CAO Halifax Water $114,381.00[Resurfacing Program
Tender 08-263, Paving Resurfacing, Bayview Road -
(Trilliam Terrace to Bedford highway) New Sidewalk,
Bayview Road (Manor Lane to Civic #2) - Purchase Order
and Budget Increase June 15 CAO Hailifax Water $131,000.09} Watermain renewal, sewer laterals and associated reinstatement
Award - Unit Price Tender No. 10-227 Joffre Street
(Tremont Street to Portland Street) East Region June 18 CAO Halifax Water $467,578.00|Replacement of watermain
Award - Unit Price Tender No. 10-254, Pavement
Resurfacing and Water Main Renewal, Rankin Drive - )
Central Region June 18 CAO Halifax Water $417,028.00{Watermain renewal, sewer laterals and associated reinstatermnent-
Award - Unit Price tender No. 10-212, Gateway Road .
Pavement and Watermain Renewal - West Region June 22 Council Halifax Water $455,078.00{ Watermain renewal
Sheet Harbour Streetscapes Phase 1 June 22 Council Government of Canada $636,680.00] Infrastructure Stimulus program
Ses above Province of Nova Scotia $636,680.00
Sheet Harbour Phase | June 22 Council Province of Nova Scotia $450,000.00{Storm Drainage
Mount Hope Avenue Extension Funding July 6 Council Heritage Gas $40,000.00{Naturai gas Services
See above Innovacorp $275,745.00/Engineering Fees - Design, Inspection and Testing
Award - Unit Price Tender No. 10-241, Micro Surfacing -
Phase 2, Various Locations Street/Location - .
West/Central/East Region July 13 CAQ Halifax Water $40,452.54{Resurfacing Program
Award - Unit Price Tender No. 10-214, Robinson Bridge
Replacement - Central Region July 19 CAD Halifax Water $79,242.00|Watermain Renewal
Award - Unit Price Tender No. 10-247, University Avenue
Pavement Resurfacing and Sidewalk Renewal (North Side)
- Halifax, West Region July 19 CAO Halifax Water $18,815.00[Pavement Resurfacing
Award - Unit Price Tender No, 10-260, New Sidewalk &
Watermain Renewal, Old Sackville road - Central Region July 21 CAO Halifax Water $191,966.00| Watermain Renewal
Award - Unit PriceTender No. 10-231, Paving Renewal -
Meadowbrook Drive - Central Region July 26 CAQ Halifax Water $5,443.00{Pavement Resurfacing
Four Pad Arena Funding August 3 Council Green Municipa! Fund $400,000.00]|Four Pad Arena
Award - Unit Price Tender No. 09-250, Thin Overiays -
Phase 2 - Various Locations - West/Central/East Region August 11 Council Halifax Water $32,280.00|Increase in Cost Sharing
Award - Unit Price Tender No. 10-269, New Sidewaik &
Bus Bay, 200 lisley Avenue - East Region August 23 CAO Halifax Water $5,214 00[Relocation of Fire Hydrant
Award- Tender No, 10-266, CPX01278, Portland Lakes Federal Recreation
Trail, East Region September 14 Council Infrastructure Canada $100,000.00{Upgrading of Portiand Lakes Trail

Total

$6,240,289.47







