PO Box 1749
Halifax, Nova Scotia
B3J 3A5 Canada

Audit and Finance Standing Committee
November 21, 2012

TO: Chair and Members of Audit and Finance Standing Committee

SUBMITTED BY:
Greg Keefe, Director of Finance and ICT/CFO, 490-6308
DATE: November 13, 2012
SUBJECT: Second Quarter 2012/2013 Financial Report
ORIGIN

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

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

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

* a report detailing District Activity expenditures in accordance with the District Activity
Policy approved by Council October 7, 2003;

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

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

* areport of Project budget increases related to cost-sharing, with no net impact to HRM as
per the policy approved by Council April 24, 2007.

RECOMMENDATION

It is recommended that the Audit and Finance Standing Committee forward this report to Halifax
Regional Council as an information item.
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DISCUSSION

Operating Statement:
At the end of September 30, 2012, HRM had a projected net operating surplus of $9.1m
(Attachment #1).

The Business Units have a projected surplus of $2.5m along with a projected surplus of $6.6m in
Fiscal Services.

The key projected changes from the Business Units’ budgets are as follows:

CAO projected a surplus of $54k primarily due to vacancy savings.

Fire & Emergency Services projected a deficit of $201k primarily due to overtime and
costs pertaining to Fire Services' realignment. This is partially offset by vacancy savings
and cost cutting measures to mitigate the deficit.

Finance & Information, Communications & Technology projected a surplus of $881k,
primarily due to savings from vacant positions. These are offset by increased overtime due
to migration to Microsoft Outlook; job classification review, and increased consulting fees
related to the Spending Analysis and Strategic Procurement Plan and the Comprehensive
Review of Halifax Metro Center Operations.

Legal Services projected a deficit of $200k primarily due to new staff positions,
compensation related costs and consulting costs as a result of implementation of recent
operation review.

Transportation & Public Works projected a surplus of $278k primarily due to lower fuel
prices and net savings in overtime and operating expenses due to the recent realignment.
These savings are offset in part by increased costs for vehicle repair and maintenance.

Metro Transit is projecting a net deficit of $851k. The deficit is the result of a significant
decrease in fare revenue of $1.9m essentially due to decreased ridership post-strike and
miscellaneous costs ($40k). The deficit is offset by reduced fuel costs as fuel prices are
well below budgeted price ($562k). Metro Transit has also budgeted $3.6m to fund bus
expansion. Revenues are expected to be $400k and compensation, fuel and other costs are
expected to be $4m. In 2012/13, $1m was budgeted to fund the 2011/12 deficit, The
actual 2011/12 deficit was $800k which provides $200k to reduce current year's Transit
Deficit. The actual tax revenues for 2012/13 are $327k above the amount budgeted. The
net effect of Metro Transit's 2012/13 deficit is $851k which must be funded by 2013/14 tax
and bus fare revenues.
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Planning & Infrastructure projected a surplus of $699k due primarily to vacant positions
($399k); recoveries of administrative costs related to Business Parks lot sales higher than
budgeted ($200k); savings primarily in External Services due to cessation of the Water
Quality Monitoring Program ($64k); and net savings from various areas throughout
business unit ($36k).

Community & Recreation Services projected a surplus of $1.5m primarily due to an
increase in fee revenue associated with Plumbing Permits, Signs & Encroachment, Parking
Tickets, Development Permits, Animal Licenses, Summary Offense Tickets and the
projected surplus for BMO Centre.

Regional Police projected a deficit of $701k primarily a result of anticipated increases in
overtime due to higher than expected rates of major crime. This is partially offset by salary
savings and revenues from record checks.

Outside Police Services (RCMP) projected a surplus of $233k due to actual contract
amount to be paid to the Provincial Department of Justice, being lower than budget.

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

Decrease in Property Tax revenue of $5k due to the trend on tax appeals for commercial
properties being higher than anticipated.

Decrease in Tax Agreements of $179k primarily due to tax agreements with various
entities are anticipated to be lower than budget.

Increase in Deed Transfer Tax of $3m as a result of strong real estate market ending in the
second quarter.

Decrease in Payments in Lieu of Taxes (PILT) of $161k is due to the actual approved tax
rate of $3.084 per $100 of assessed value being lower than original proposed rate of
$3.317.

Own Source Revenue surplus of $2.6m includes: increased interest revenue from overdue
accounts and Local Improvement Charges ($150k); increased return on short term
investments ($800k); higher Dividend In Lieu of Tax from Halifax Water due to increase
in rate base ($271k); increased Parking Meter revenue ($50k); higher than estimated
volume of 911 calls being processed with 2.6% inflation adjustment for call answering fee
revenues ($151k); and unbudgeted revenue related to Sackville Sports Stadium being
recorded in Fiscal Services ($1.3m). This was partially offset by net decrease in other
revenues ($90k).
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* Unconditional Transfers are lower than budget due to HRM’s proportion of the Nova
Scotia Power HST Offset being $17k lower than anticipated.

* Debt Charges primarily related to the interest payment for 2012 Spring Issue Debenture
being $252k lower than budget.

¢ Increased reserve contributions of $1.4m related to transfer of 2011/12 Operating General
Rate Surplus to Multi-District Facility Expansion Reserve ($1m) and allocation of funding
from the 2011/12 Surplus for the Solid Waste Resource Management Strategy Review
($400k).

® 2011/12 Operating General Rate Surplus is $2.681m above budget. Budget estimated a
surplus of $4.9m and actual surplus was $7.58 Im.

e Metro Transit’s contribution to cover its 2011/12 deficit resulting a surplus of $800k in
Fiscal Services.

» Capital from Operating surplus of $1m related to transfer from Operating Cost of Capital
(OCC) Reserve Account Q320 to Fiscal Services as the OCC funds were no longer
required.

* Other deficit of $2m includes: increased employee future benefit liability due to rising
number of employees on LTD in addition to insufficient budget for 2012/13 ($1.4m); and
unbudgeted expenses related to Sackville Sports Stadium being recorded in Fiscal Services
($1.9m). These are partially offset by compensation savings ($889k); and the funding set
aside for additional Electricity & Diesel are not required due to stable market fuel prices
($461k).

Consolidated Financial Statements:
The financial statements consolidate the net assets and operations of HRM and selected entities,
and is included as Attachment #2.

Project Statements:

The Project Statement as at September 30, 2012 is included as Attachment #3 to this report. The
current budget for projects is $905m. The actual expenditures were $632m and commitments
were $136m, resulting in the total actuals and commitments of $768m, leaving an available
balance of $137m.

District Capital Funds:

The report of expenditures from Councillors’ District Capital Funds is included as Attachment #4
and shows that $2.5m of the $2.7m budget has been expended or committed. In addition, there is
$576k budgeted for Districts 1 to 16 available for Councillors elected in October.
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District Activity Funds:

The report of expenditures from Councillors’ District Activity Funds is included as Attachment #5
and shows that $31k of the $41k budgeted has been spent. In addition, there is $28k budgeted for
Districts 1 to 16 available for Councillors elected in October.

Recreation Area Rate Accounts:

The details of the Recreation Area Rate Accounts are in Attachment #6. These Accounts began
the year with a surplus of $5m. $1.7m in Area Rate revenue has been earned from April 1 to
September 30, 2012 and $1.2m has been spent, leaving a surplus of $5.5m.

Reserves Statement:

The net reserve balances at September 30, 2012 are $136m. There are approximately $103m of
approved expenditures and revenue of $56m that have not been incurred. The projected net
available funds as at March 31, 2013 are $89m. This is an increase of $3.4m from the 2012/13
Reserve Budget. The net increase can be attributed to the following significant decreases
(increases) to the budgeted reserves balances:

Unbudgeted Reserve Transactions Reserve Reductions (Increases)
Net Land Sales (7,511,800)
Adjustments to commitments (819,400)
Other Revenue (862,300)
Interest (53,300)
Vehicle Sales (4,100)
Net Projected March 31/12 balances vs Actual March 31/12 balances 2,489,600
Approved Council Expenditures/Pending Council Approvals 3,328,600
Total Decrease/Increase in projected reserve balances (8 3,432,700)

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

Capital Reserve Pool Balance:

Attachment #8 shows the balance in the Capital Reserve Pool (CRESPOOL) as $503k, as of
September 30, 2012. Any unexpended debt budget in a project, at the completion of that project,
will be moved to the Capital Reserve Pool and will be used to cover cost overruns on approved
projects and/or to reduce the amount of long-term debt required to fund the Project Budget of the
following fiscal year.

Changes to Cost Sharing for Projects:

So far in 2012/13, HRM received cost sharing for 29 projects totalling $5.3m. The main increase
in the second quarter relates to cost sharing from Halifax Water. Complete details of the amounts
received and the associated projects are included in Attachment #9 to this report.
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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, Project and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Capital and Operating reserves as well as any relevant legislation.

COMMUNITY ENGAGEMENT

N/A

ENVIRONMENTAL IMPLICATIONS

N/A

ATTACHMENTS

1. Halifax Regional Municipality Projected Operating Results for the period from April 1,
2012 to March 31, 2013 with comparative data for the prior fiscal year - Net Expenditures,
Gross Revenue and Gross Expenditures and explanations.

2. Halifax Regional Municipality Unaudited Consolidated Quarterly Financial Statements at
September 30, 2012,
3. Halifax Regional Municipality Project Statement as at September 30, 2012.

4, Report of Expenditures in the Councillors® District Capital Fund to September 30, 2012.
5. Report of Expenditures in the Councillors’ District Activity Fund to September 30, 2012.
6. Report of Expenditures in the Recreation Area Rate Accounts to September 30, 2012.

7. Halifax Regional Municipality Reserve Funds Projected to March 31, 2013.

8. Capital Reserve Pool (CRESPOOL) - Details of Amounts Transferred in and out to
September 30, 2012.

9. Changes to Cost Sharing for Projects to September 30, 2012.
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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: Kathy Smith, Accounting Service Delivery Manager 490-5656

Louis de Montbrun, CA, Manager, Financial Reporting 490-7222

Financial Approval by:




Attachment #1

Halifax Regional Municipality Projected
Operating Results for the Period
from April 1, 2012 to March 31, 2013




HALIFAX REGIONAL MUNICIPALITY
Explanation of Surplus/(Deficit)
For the Period Ending September 30, 2012

BUSINESS UNIT VARIANCE ANALYSIS

Net Surplus /
(Deficlt)

Auditor General - Auditor General is projecting a balanced budget.

$0

CAO - Projected surplus in the CAO unit is primarily due to vacancy savings.

$54,000

Fire & Emergency Services - The projected deficit is primarily due to overtime and costs
pertaining to Fire Services' realignment. This is partially offset by vacancy savings and cost
cutting measures to mitigate the deficit.

{$201,000)

Finance & Information, Communications & Technology - The surplus is primarily due to
savings from vacant positions. These are offset in part by increased overtime due to
migration to Microsoft Outlook; job classification review and increased consulting fees
related to the Spending Analysis and Strategic Procurement Project and the
Comprehensive Review of Halifax Metro Center Operations.

$881,000

Human Resources - Human Resources is projecting a balanced budget.

50

Legal Services - The deficit is primarily due to new staff positions, compensation related
costs and consulting costs as a result of implementation of recent operation review.

{$200,000)

Transportation & Public Works - The surplus is primarily a result of lower market prices for
fuel ($249k). This is partially offset by escalating parts and labour costs for vehicle
maintenance ($204k). Surplus in Municipal Operations is mainly due to less outside
personnel and equipment rental costs ($193k) due to the recent realignment.

Miscellaneous savings throughout TPW attribute to the remaining surplus.($40k)

$278,000

Metro Transit Services - The deficit is the result of a significant decrease in fare revenue of
$1.9m essentially due to decreased ridership post-strike and miscellaneous costs {$40k).

The deficit is offset by reduced fuel costs as fuel prices are well below budgeted price
($562k). Metro Transit has also budgeted $3.6m to fund bus expansion. Revenues are
expected to be $400k and compensation, fuel and other costs are expected to be $4m. In
2012/13, $1m was budgeted to fund the 2011/12 deficit. The actual 2011/12 deficit was
$B00k which provides $200k to reduce current year's Transit Deficit. The actual tax
revenues for 2012/13 are $327k above the amount budgeted. The net effect of Metro
Transit's 2012/13 deficit is $851k which must be funded by 2013/14 tax and bus fare
revenues

Planning & infrastructure - The surplus is primarily a result of vacant positions {$399k);
increased recovery of administrative costs related to Business Parks lot sales due to
2011/12 ot sales being conducted in current year ($200k); savings primarily in External
Services due to cessation of the Water Quality Monitoring Program ($63.8k); and net
savings from various areas throughout business unit ($36.2k).

$699,000

Community & Recreation Services - The net surplus is primarily due to an increase in fee
revenue associated with Plumbing Permits, Signs & Encroachment, Parking Tickets,
Development Permits, Animal Licenses, Summary Offense Tickets and the projected
surplus for BMO Centre.

$1,453,000

Regional Police - The deficit is primarily a result of anticipated increases in overtime due to
higher than expected rates of major crime. This is partially offset by salary savings and
revenues from record checks.

{$701,000)

Outside Police Services (RCMP) - The surplus is due to actual contract costs to be paid to
Provincial Department of Justice being lower than budget.

$233,000

Library - Library is projecting a balanced budget.

$0

TOTAL BUSINESS UNIT NET SURPLUS/(DEFICIT)

$2,496,000




HALIFAX REGIONAL MUNICIPALITY
Explanation of Surplus/(Deficit)
For the Period Ending September 30, 2012

FISCAL SERVICES VARIANCE ANALYSIS

Net Surplus /
(Deficit)

Property Taxes - The projected deficit is primarily due to the trend on tax appeals for
commercial properties being higher than anticipated.

{$5,000)

Tax Agreements - Projected deficit due to tax agreements with various entities are
anticipated to be lower than budget.

{$179,000)

Deed Transfer Taxes - The surplus is due to increased market activity and continued
strong real estate sales ending in the Second Quarter.

$3,000,000

Payments in Lieu of Taxes (PILT) - The deficit is primarily due to the actual approved tax
rate of $3.084 being lower than original proposed rate of $3.317.

{$161,000)

Own Source Revenue - The projected surplus is a resuit of: interest revenue from overdue
accounts and Local improvement Charges trending higher than budget {$150k) due to
higher interest rate being charged; rate of return from short term investment yield better
than budgeted rates ($800k); Dividend increased from Halifax Water due to increase in

rate base ($271k); increased Parking Meter revenue ($50k); higher than estimated volume
of 911 calls belng processed with 2.6% inflation adjustment for call answering fee revenues
($151k); and unbudgeted revenue related to Sackville Sports Stadium being recorded in
Fiscal Services ($1.264m). This was partially offset in other interest revenue due to
increased collections on general revenues {$90k).

$2,596,000

Unconditional Transfers - HRM's proportion of the Nova Scotia Power HST Offset is lower
than anticipated.

($17,000)

Debt Charges - The surplus is primarily related to interest payment for the 2012 Spring
Issue Debenture being lower than budget.

$252,000

Reserves - 2011/12 Operating surplus transferred to Multi-District Facility Expansion
Reserve.

($1,000,000)

Surplus Prior Year - 2011/12 Operating general rate surplus brought forward to
2012/2013 and is $2.681m above budget of $4.9m.

$2,681,000

Surplus Prior Year - Metro Transit's contribution to cover its 2011/12 deficit resulting in a
surplus of $800k in Fiscal Services.

$800,000

Capital from Operating - Transfer of $1m from Operating Cost of Capital (OCC) Reserve
Account Q320 to Fiscal Services as the OCC funds were no longer required.

$1,036,000

Other - 2011/12 Operating surplus to fund unbudgeted Solid Waste Resource
Management Strategy Review.

{$400,000)

Other - The projected deficit is a result of: Saving from contract agreements is lower than
budget ($587k); PDP/ISA increases less than budget ($302k); and the funding set aside for
additional Electricity & Diesel costs are not required due to market fuel prices remaining
stable {$461k). However, these are fully offset by increased employee future benefit
liability due to rising number of employees on LTD in addition to insufficient budget for
2012/13 ($1.392m); and unbudgeted expenses related to Sackville Sports Stadium being
recorded in Fiscal Services ($1.915m).

{$1,957,000)

TOTAL FiISCAL SERVICES SURPLUS/(DEFICIT)

$6,646,000

OVERALL SURPLUS/(DEFICIT)

$9,142,000
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Attachment #2

Halifax Regional Municipality
Unaudited Consolidated Quarterly Financial Statements
as at September 30, 2012




HRM is preparing the September year to date unaudited consolidated
financial statements including the outside agencies, boards and commissions.

Unfortunately, the information required was not available to complete the
financial statements in time for this report,

The statements will be circulated when available.




Attachment #3

Halifax Regional Municipality Project Statement
as at September 30, 2012
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Attachment #4

Report of Expenditures in the Councillors’
District Capital Funds to September 30, 2012
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Attachment #5

Report of Expenditures in the Councillors’
District Activity Funds to September 30, 2012
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to September 30, 2012
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Attachment #7

Halifax Regional Municipality Reserve Fund Balance
Projected to March 31, 2013
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Attachment #8

Capital Reserve Pool (CRESPOOL)
Details of Amounts Transferred In and Out
to September 30, 2012
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Attachment #9

Changes to Cost Sharing for Projects
Approved by the Council, Directors, DCAOs or CAO
For the period from April 1, 2012 to September 30, 2012
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