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February 11, 2003

TO: Mayor Kelly and Members of Halifax Regional Council

SUBMITTED BY: Nﬁ / %ﬁigﬁw

&Tale MacLennan, CK ﬂlrector Financial Services

DATE: February 3, 2003

SUBJECT: Third Quarter 2002/2003 Financial Report
INFORMATION REPORT

ORIGIN

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

. 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 and;

° a report detailing recreation area rate expenditures in accordance with the Recreation Area
Report Policy approved by Council on May 14, 2002.
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DISCUSSION

Operating Statement:

Current projections include an operating deficit of $986,000 (Second quarter projected surplus
$462,000). Details by business unit are included in Attachments 1 and 2 of this report. Overall the
deficit is made up of a departmental deficit of $4,548,000 (second quarter projected deficit of
$877,000) and projected surplus in the fiscal services accounts of $3,561,000 (second quarter
projected surplus of $1,339,000).

While there have been fluctuations in projections across all business units, the factor contributing
most significantly to the increase in the projected departmental deficit is the Snow & Ice Program.
Based on the number of snow events to date and those anticipated to the end of the year, a deficit of
$4.3 million is being projected for this program, however, actual weather conditions will dictate the
final year end results. The Snow & Ice Reserve has a balance of $1.2 million which could be used
to partially offset this deficit, however, the intent of the reserve is that it not drop below 10% of the
average of the last 5 years of actual snow and ice control costs (approximately $1 million).
Therefore, current projections do not include a transfer from this reserve. A separate report on the
current year’s snow & ice program will be presented to Council prior to the year-end.

Within the fiscal services accounts, the most significant change is in relation to the provision for
valuation allowance. Based on a review of actual billings and collections for the year-to-date, the
anticipated allowance amount was adjusted from $5 million to $3.6 million, primarily related to
payments-in-lieu.

The projection is based on information currently available and, will change if or when additional
information is available. Currently, the following items are being reviewed for adjustment in the final
quarter of the fiscal year:

. The potential budget implications to HRM of'the operating deficit at Sackville Sports Stadium
1s not known at this time and has not been included in the current projections, however, a
report will be coming to Council on this prior to the end of February.

. The accounting rules for the calculation of the valuation allowance for municipalities for
outstanding receivables has changed with effect for the 2002/03 fiscal year. The change will
result in a reduction in the Valuation Allowance and this change is to be included in the
Operating Results for the fiscal year. It has been strongly recommended by Service Nova
Scotia and Municipal Relations that this amount be transferred to Operating Reserves. The
actual amount to be transferred to reserves will be reviewed and reported in conjunctio.: with
the year-end report.

. There 1s a review of compensation and benefits currently being carried out by the Business
& Systems Control Group. Preliminary indications are that there are some unaccrued benefit
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amounts which will be reviewed and included in the final year-end results.

o Senior management and staff have been advised of the current projected deficit and are in
the process of identifying specific actions to eliminate the projected deficit. SMT is
committed to achieving a deficit free year-end.

Capital Fund Statements:

A summary Capital Statement as at December 31, 2002 is included as Attachment 4 to this report.
The statement shows, by business unit, the expenditures against the total budget as at December 3 1
and the budget still available to be spent. The total budget is made up of the balance forward from
prior years, the 2002/03 approved capital budget plus approved budget adjustments in the current
year-to-date. The net approved adjustment year-to-date is an addition of $2.9 million made up
primarily of an additional $1.5 million for new sportsfield development to be funded from the Sale
of Land Reserve and $2 million for the Halifax Metro Centre scoreboard and clock which is to be
funded by debt, repaid in full by the Metro Centre.

The report of expenditures from Councillors® District Capital Funds is included as Attachment 5.

Recreation Area Rate Accounts:

In conjunction with the approval of the Recreation Area Rate Policy on May 14, 2002, staff
committed to provide a financial report for each recreation area rate fund, on a quarterly basis, to the
applicable area rate association or society and Regional Council. These reports are included as
attachment #6.

Reserves Statement:

The net available reserve balances at March 31, 2002 were $68,615,200. This represents total
reserve balances of $108,829,700 net of appropriations of $40,214,500. The reserves budget for
2002/03 anticipated the net available reserves balances to be $38,114,700 at March 31,2003. Based
on the current projection the net balances are now projected to be $39,696,200 at March 31, 2003.

The projected increase relates primarily to the two components of the Pollution Control Reserve:

(1) Interest in the Environmental Protection Reserve is greater than budget due to greater than
anticipated interest rates plus withdrawals related to the Harbour Solutions Project occurring later
than anticipated. (2) The original budget included a negative balance in the Wastewater/ Stormwater
Reserve, however, the current projection is based on this reserve having a zero balance at March 31,
2003. The WW/SW reserve is used primarily to fund the operations of the Technical and
Underground Services (TUGS) and 80% of the Environmental Services Division. The increases in
TUGS operating costs have been attributable primarily to the significantly increasing costs relative
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to sewer lateral replacements. PWT, in conjunction with Financial Services, is reviewing options
to contain or redistribute these costs and will be providing Council a separate report on this issue.

With regard to the Sale of Land reserve, current commitments exceed the current balance. However,
most expenditure commitments have been made based on an anticipated sale of property and the
expenditure will not be made until the sale has occurred. Asidentified in previous quarterly reports,
the cash flows in this reserve are being monitored by Financial Services and Real Property Services
to ensure the reserve will not be in a deficit position.

Further reserve variance explanations are included in Attachment #7 to this report.

Capital Reserve Pool Balance:

The balance in the Capital Reserve Pool (CRESPOOL) as of December 31, 2002 is $576,064. At
second quarter, the balance in the Capital Reserve Pool was $309,960.

Complete details of the Amounts Transferred In and Out are included in Attachment #8 to this
report.

BUDGET IMPLICATIONS

Any surplus (deficit) at the end of this operating year, is required to be included in the budget of the
next fiscal year.

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, 2002 to
December 31, 2002 with comparative data for the prior fiscal year and projections to March
31, 2003 - Net Expenditures, Gross Revenue and Gross Expenditures

2. Explanation of Projected Deficit

3. Halifax Regional Municipality Operating Fund Balance Sheet as at December 31, 2002
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4. Halifax Regional Municipality Capital Statement as at December 31, 2002
5. Report of Expenditures in the Councillors’ District Capital Funds to December 31, 2002
6. Report of Expenditures in the Recreation Area Rate Accounts to December 31, 2002

7. Halifax Regional Municipality Reserve Funds Projection to March 31, 2003

8 Capital Reserve Pool (CRESPOOL) - Details of Amounts Transferred In and Out.

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: Pam Caswill, CA, Manager of Accounting 490-6324
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Attachment #2

Explanation of Projected Deficit



Halifax Regional Municipality

Explanation of Projected Deficit
For the Year ended March 31, 2003
as of December 31, 2002

REVENUE

Significant factors contributing to the Departmental Revenue surplus are:

Community Projects - There will be no additional federal funding for the current year.

The number of participants in the program was kept low pending final funding approval and
the business unit will be able to operate within the available funding through a reduction of
expenditures

Financial Services - the projected revenue surplus relates primarily to parking tickets and
the agreement with the Registry of Motor Vehicles requiring payment of outstanding tickets
before license and permit renewals. The ticketing related to the winter parking ban is also
expected to contribute previously unexpected revenues. (Second quarter projected surplus
$488,000)

Metro Transit Services - Revenues are projected to be greater than budgeted as a result of
extra bus service required to address overload situations where the scheduled buses couldn’t
handle the ridership demand. Projection unchanged from second quarter.

Real Property Services - As identified at first quarter, the projected revenue surplus relates
primarily to parking rental revenue for Spring Garden Road parking lot, not included in the
budget, plus a projected revenue surplus related to property sales for the remainder of the
year. (Second quarter projected surplus $125,000)

Planning & Development Services - All permit fees and fees for signs & encroachment
and grade alterations are projected to be greater than budget this year based on activity year-
to-date.

Regional Police Services - As identified at first and second quarter, the projected surplus is
related to extra duty and Ports policing revenue as well as miscellaneous revenue for
personal records checks. (Second quarter projected surplus $471,000)

Tourism, Culture and Heritage - projected revenue deficit relates primarily to a change in
the accounting processes for the marketing levy. There is an offsetting expenditure surplus.
(Second quarter projected deficit $523,000)

Parks & Recreational Services - The bulk of the increase is in recreation programming
revenue and the increase in recreation revenue is offset by an increase in expenditures.

Other Departmental Revenue where business unit projection is within $100,000 of
budget.

$ (172,000)

527,000

324,000

260,000

325,000

616,000

(448,000)

357,000

470,000

TOTAL DEPARTMENTAL REVENUE SURPLUS

$ 2,259,000
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HALIFAX REGIONAL LIBRARY PROJECTED REVENUE DEFICIT - revenue deficit
reflects reduction in Provincial grant. Expense budgets have been reduced accordingly to reflect
this lost revenue.

$ (107,000)

The factors contributing to the Fiscal Services revenue surplus are:

«  Property Taxes - The projected surplus is based on actual billings less an allowance for
adjustments during the remainder of the year. In addition, CNR which previously paid
payments in lieu of taxes now pays full property taxes. (Second quarter projected surplus
$2,016,000)

«  Deed Transfer Taxes - Projected revenue surplus based on a review of actual activity year-
to-date. (Second quarter projected surplus $1,100,000)

«  Payments in Lieu of Taxes - In addition to a decrease in payments in lieu from the
province due to adjustments in the accounts to be billed, CNR which previously paid
payments in lieu is included in property tax amount above. (Second quarter projected
deficit $2,046,000)

«  Own Source Revenue - Interest income from investments is projected to be greater than
budget based on both higher than budgeted interest rates and higher than anticipated cash
balances. (Second quarter projected surplus $1,303,000)

+  Supplementary Education - Projected surplus based on actual billings. Unchanged from
second quarter projection.

< Unconditional Transfers - Projected surplus is based primarily on the actual amount
received in relation to the HST offset program being greater than budgeted. (Second quarter
projected surplus $249,000)

«  Conditional Transfers - Projected recovery relates to amortization adjustment on
municipal share of Public Housing Loss paid to Metropolitan Regional Housing.
(Unchanged from second quarter)

«  Total of other categories of fiscal revenues where the projection is within $100,000 of
budget.

$ 2,071,000

1,500,000

(1,925,000)

1,364,000

205,000

257,000

104,000

(53,000)

TOTAL FISCAL SERVICES REVENUE SURPLUS

$ 3,523,000

Total Projected Revenue Surplus

$ 5,675,000
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Halifax Regional Municipality

Explanation of Projected Deficit
For the Year Ended March 31, 2003
as of December 31, 2002

EXPENDITURES

Significant factors contributing to the Departmental Expenditure deficit include:

Community Projects - As previously noted, there will be no additional federal funding for
the current year and the business unit has reduced expenditures to operate within the
available funding,

Financial Services - Expenditure surplus is primarily as a result of vacancies which are
currently in the process of being filled.

Metro Transit Services - Expenditures are projected to increase to cover the costs of
providing additional buses to cover increased ridership demands plus increased cost of fuel
and increased WCB premium costs. (Second quarter projected deficit $1,240,000)

Real Property Services - The projected expenditure deficit relates primarily to increases in
external services, including refuse collection, security and clean-up costs required to
maintain surplus properties and to maintain service levels. (Second quarter projected
deficit $124,000)

Public Works & Transportation Services - The Snow & Ice program is projecting a
deficit of $4.3 million based on the number of snow events to date and those anticipated to
the end of the year, however, actual weather conditions will dictate the final year end
results. There is a balance of $1.2 million in the Snow & Ice Reserve which may be used to
partially offset this deficit.

Fire & Emergency Services - Additional staff costs in Herring Cove, unchanged from
second quarter.

Regional Police - projected increase in expenditures relates to an increase in overtime,
court time, extra duty and holiday pay and an increase in benefits expense to bring the
percentage into line with actual prior year costs. (Second quarter projected deficit
$479,000)

Outside Police Services - there was an increase in the cost per RCMP officer, and the
increase over budget is shown in this business unit. A budget contingency for the increase
was included in fiscal services and therefore, this is fully covered by an expenditure surplus
in the fiscal services accounts. Unchanged from prior quarters.

Tourism, Culture and Heritage - the projected expenditure surplus relates primarily to a
change in accounting processes for the marketing levy. (Second quarter projected surplus
$527,000)

$ 172,000

134,000

(1,305,000)

(313,000)

(4,098,000)

(215,000)

(611,000)

(130,000)

449,000
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Parks and Recreational Services - The projected deficit is related to recreation
programming expenditures greater than budget which is offset by additional revenue and
the following Parks expenditure items: increased requests for maintenance work at
Spectacle Lake, Shubie Park trail system maintenance, security costs, costs associated with
the fall ice storm and beetle problem at Cornwallis Park. (Second quarter projected deficit
$162,000)

(651,000)

o Other Departmental Expenditures where business unit projection is within $100,000 of (215,000)
budget

TOTAL DEPARTMENTAL EXPENDITURE DEFICIT $ (6,806,000)

HALIFAX REGIONAL LIBRARY PROJECTED EXPENDITURE SURPLUS - Expense 107,000

budgets have been reduced accordingly to reflect loss of Provincial grant revenue.

Significant factors contributing to the Fiscal Services expenditure surplus are:

Mandatory Education costs - Provincial budget increase in the mandatory formula to
include insurance, special education and French language costs not known at the time of the
final approval of HRM budget - unchanged from first and second quarter.

Debt Charges - Interest on debentures adjusted to now known actual payments for the
remainder of the year.

Reserves - The projected surplus is based on a review of additional insurance costs and
anticipated recoveries for the balance of the year.

Transfers to Outside Agencies - The actual amount owing with regard to Municipal
Corrections Contribution is greater than the amount anticipated in the budget. First quarter
included additional deficit regarding assessment costs, however, based on additional
information received, this deficit will not occur. Projected deficit of $372,000 from second
quarter adjusted based on preliminary deficit estimates from the Metropolitan Regional
Housing Authority and therefore, HRM’s share of that deficit.

Grants & Tax Concessions - The deficit relates primarily to the grant agreement for
Purdy’s wharf which is based on a percent of assessed taxes and the property assessment
has increased as well as an increase in tax exemptions.

Other - The major components of this surplus represent offsets to deficits recorded
elsewhere. In anticipation of some increase in Education and Outside policing costs, the
budget for other fiscal expenditures included $220,000 for education and $755,000 for
RCMP. The surpluses here partially offset the deficits recorded above. Other projected
savings here relate to salary costs budgeted in fiscal services. (Second quarter projected
surplus $1,342,000)

Provision for Valuation Allowance - The projected allowance amount has been adjusted
based on a review of billings and collections to date, primarily as it relates to grants-in-lieu.

Total of other categories of fiscal expenditures where the projection is within $100,000 of
budget

$ (3,102,000)

107,000

186,000

(222,000)

(213,000)

1,873,000

1,400,000

9,000

TOTAL FISCAL SERVICES EXPENDITURE SURPLUS

$ 38,000
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Total Projected Expenditure Deficit

$ (6,661,000)

Net Projected Deficit

$ 986,000

I
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Attachment #5

Report of Expenditures in the Councillors’ District Capital Funds
to December 31, 2002
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HALIFAX REGIONAL MUNICIPALITY
RESERVE FUNDS BUDGET PROJECTIONS
To March 31, 2003 (As of December 31, 2002)

Equipment Reserves
Operating Reserves
Capital Reserves

Pollution Control Reserves

TOTAL RESERVES

Attachment #7

3rd Quarter

Actual Budget Projection to Projected
March 31/02 March 31/03 March 31/03 Variance

$ 850,400 $ 1,323,400 $ 1,408,600 $ 85,200
$ 4,204,800 $ 5,096,300 $ 4,494,900 $ (601,400)
$23.191,800 $ 24,606,300 $ 24,354,100 $ (252,200)
$ 40,386,200 $_7.088.700 $ 9.438.600 $ 2.349.900
$ 68,615,200 $ 38,114,700 $ 39,696,200 $ 1,581,500

Explanation of Projected Variances:

Equipment Reserves:

The projected increase in the equipment reserves is primaril

the sale of assets in the general fleet reserve.

Operating Reserves:

The projected decrease in th
original budget process. The
out, $175,000 from the Variable Operating Reserve for an a
Heritage & Culture Reserve for the Grand Parade electrical upgrade.

Capital Reserves:

The projected decrease in t
process of approximately 3
withdrawals from the Business
withdrawals include $1.5 million from the Sale o
Metro Park & Ride and $433,000 for a new sportsfie
for Bancroft Court Development and $700,00
the Business Park Expansion Reserve. The re

Park Expansion Reserve and t

e operating reserves relates primarily to withdrawals ap
se include $580,000 from the sludge tipping fee reserve for Lagoon Clean-
rbitration settlement and $121,000 from the

he capital reserves is made up of withdrawals approved
4 0 million which is largely offset by a reduction in projected capital

he Capital Surplus Reserve. The additional
fLand Reserve for a new sportsfield; $750,000 for the
Id, both from the Capital Surplus Reserve, $300,000
0 for Lacewood Drive Intersection Improvements, both from

duction in capital withdrawals is based on a review and

adjustment of outstanding commitments for capital projects.

y due to greater than anticipated proceeds on

proved after the

after the original budget
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Pollution Control Reserves:

The projected increase relates primarily to the two components of the Pollution Control Reserve:

(1) Interest in the Environmental Protection Reserve is greater than budget due to greater than aniicipated
interest rates plus withdrawals related to the Harbour Solutions Project occurring later than anticipated.
(2) The original budget included a negative balance in the Wastewater/ Stormwater Reserve, however, the
current projection is based on this reserve having a zero balance at March 31, 2003. The WW/SW reserve
is used primarily to fund the operations of the Technical and Underground Services (TUGS) and 80% of
the Environmental Services Division. The increases in TUGS operating costs have been attributable
primarily to the significantly increasing costs relative to sewer lateral replacements. PWT, in conjunction
with Financial Services, is reviewing options to contain or redistribute these costs and will be providing
Council a separate report on this issue.
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Attachment #8

Details of Amounts Transferred In & Out of

Capital Reserve Pool (CRESPOOL)

4
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