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Halifax Regional Council

November 23, 2004

TO: Mayor Kelly and Members of Halifax Regional Council

SUBMITTED BY: }@&/ w«/éuv,%

S. Dale MacLennan,"CA, Director, Financial Services

DATE: November 16, 2004

SUBJECT: Second Quarter 2004/2005 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;

o 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:

Currently an operating surplus of $2.3 million is being projected. Details by business unit are
included in Attachments 1 and 2 to this report. Overall, the projected deficit is made up of a net
departmental deficit of $0.6 million and a net projected surplus in the fiscal services accounts of $1.7
million. The departmental projected deficit includes the $97,000 required to increase the School
Crossing Guards’ by one half hour effective September 1, 2004 as it is anticipated that the over-
expenditure on this unfunded item will be absorbed by the entire organization in fiscal 2004/05. The
fiscal services surplus is primarily deed transfer tax revenue greater than anticipated.

As outlined in Attachment #9, costs of Hurricane Juan are projected to be $9,661,750 for 2004-2005.
This attachment also shows estimated recoveries from insurance claims, the Disaster Financial
Assistance (DFA) program and donations for an estimated impact to the HRM budget of $1,757,391
in 2004-2005. This HRM budget impact includes costs known to be ineligible for either insurance
or the DFA program. The costs and recoveries estimates will be refined as the scope of the work is
further defined but the net budget impact in 2004-2005 is currently estimated to be in the range of
$1.5 to $2.5 million.

It should be noted that this projection will, in all likelihood, change as the year progresses and
additional information is available. At this point, the following items are being reviewed and updates
will be included in subsequent projections:

. The projection for the Snow & Ice Program has not been adjusted from the budgeted amount
pending the impact of further snow events in the winter season. Every effort is being made
to manage the overall snow and ice program costs, however, even a reduction from previous
years would likely still result in an over expenditure. Over the past three years, expenditures
for the snow and ice control program, have exceeded budget by $4.0 to $5.5 million per year.

. Disaster relief related to the Blizzard in February 2004 is being reviewed with the Federal
and Provincial officials, however, a program for relief has not yet been finalized. Therefore,
no potential recovery has been included in the current projections,
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° As previously communicated to Council on July 6, 2004, staff are working towards financial
statements that are in compliance with the recommendations of the Canadian Institute of
Chartered Accountant’s Public Sector Accounting Board (PSAB) for the year ending March
31,2005. While it is anticipated that this will be a reporting and presentation change only,
legislative changes relative to PSAB compliance are still unknown at this time and staff
continue to work with Service Nova Scotia and Municipal Relations in identifying and
quantifying any potential changes to the legislation. A separate staff report will be brought
to Council on this issue.

Consistent with recent years, there are considerable budget pressures facing the 2005/06 fiscal year.
To the extent that there is any 2004/05 surplus at year end , this will be taken into consideration by
staff in the 2005/06 planning for Council’s consideration.

Capital Fund Statements:

A summary Capital Statement as at September 30, 2004 is included as Attachment #4 to this report.
The statement shows, by business unit, the expenditures against the total budget as at September 30"
and the budget not yet spent or committed. The total budget is made up of the balance forward from
prior years, the 2004/05 approved capital budget, plus approved budget adjustments in the current
year-to-date.

The total budget brought forward as shown on the Capital Statement is $473 million, however, this
is the gross budget carried forward from prior years. Net of expenditures and commitments as at
March 31, 2004, the carry forward unspent/uncommitted budget was $153 million. This brought
forward budget amount is reduced throughout the year as projects are closed and transferred to fixed
assets or through other approved budget transfers.

Relative to the 04/05 capital budget, the net approved adjustment year-to-date is an addition of $7.8
million. This is primarily made up of the following:

. an additional $5 million for the Saint Margaret’s Bay Arena which is to be funded from a
combination of non-repayable grants from the Province of Nova Scotia and ACOA as well
as an HRM loan to SMCA,

. $1.6 million for Prince’s Lodge Sewer and Water Servicing to be funded from the Federal/

Provincial Infrastructure program and Local Improvement Charges, and,

. $1.7 million for the Bus Rapid Transit Showcase, with funding from the Strategic Growth
Reserve.
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The report of expenditures from Councillors’ District Capital Funds is included as Attachment #5.
This is based on the district boundaries in place prior to the Municipal Election. A separate report
is being brought to Council to re-allocate the remaining funds for the remainder of the fiscal year
based on the new Municipal Electoral Districts.

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. The reports for the second quarter
to September 30, 2004 are included as Attachment #6.

Reserves Statement:

The net available reserve balances at March 31, 2004 were $74,609,000. This represents total
reserve balances of $157,046,000, net of appropriations of $82,435,000.

The reserves budget for 2004/05 anticipated the net available reserves balances to be $55,732,000
at March 31, 2005. Based on the current projection the net balances are now projected to be
$60,377,000 at March 31, 2005. The projected increase relates primarily to larger than originally
anticipated contributions to the Sale of Land and Business Parks reserves.

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 September 30, 2004 is $34,842 (First
Quarter balance at June 30 - $46,842). Activity since June 30 has included transfers out of the pool
of a further $12,000 related to funding of the 2004/05 capital budget (First quarter transfer related
to funding of the 2004/05 capital budget was $897,000).

Complete details of the amounts transferred in and out are included in Attachment #8 to this report.

BUDGET IMPLICATIONS

Any surplus (deficit) in this operating year, is required to be included in the budget of the next fiscal
year.
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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, 2004 to
September 30, 2004 with comparative data for the prior fiscal year and projections to March
31, 2005 - Net Expenditures, Gross Revenue and Gross Expenditures

2. Explanation of Projected Surplus (Deficit)

3. Halifax Regional Municipality Operating Fund Balance Sheet as at September 30, 2004

4. Halifax Regional Municipality Capital Statement as at September 30, 2004

5. Report of Expenditures in the Councillors’ District Capital Funds to September 30, 2004

6. Report of Expenditures in the Recreation Area Rate Accounts to September 30, 2004

7. Halifax Regional Municipality Reserve Funds Projection to March 31, 2005

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

9. Hurricane Juan Financial Impact Update

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: Catherine Baker, CMA, Team Leader, Financial Reporting 490-1449

Report Reviewed by: Pam Caswill, CA, Manager of Accounting 490-6324




Attachment #1

Halifax Regional Municipality Operating Results
for the period from July 1, 2004 to September 30, 2004
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Attachment #2

Explanation of Projected Surplus (Deficit)



Second Quarter 2004/2005

Financial Report

Council Report November 2004
Halifax Regional Municipality
Explanation of Projected Surplus (Deficit)
For the Year ended March 31, 2005
as of September 30, 2004
Projected Net
BUSINESS UNIT VARIANCE ANALYSIS Surplus/(Deficit)

The projected net surplus is related primarily to an
Environmental unbudgeted recovery from HRDC in the Community 62,843
Management Services | Projects program.

The revenue surplus and expenditure deficit relate to
Fire and Emergency services provided and recovered from third parties for (12)
Services incidents such as the grain elevator fire. First quarter

projected surplus - $36,200.

The projected deficit relates entirely to a decrease in
Financial Services parking meter revenue. It is expected that at least (200,414)

$100,000 will be covered by FSBU by March 31, 2005.

The decrease in expenditures is largely due to staff
Human Resources vacancies and savings in the Employee and Family 74,347
Services Assistance contract renewal.

The projected surplus is due to increased revenue
Planning and realized within planning and applications and decreased 288,349
Development Services | expenses due to staff vacancies and other miscellaneous

savings. First quarter projected surplus - $135,400.

The projected deficit is a result of increased costs for
Real Property and landscaping contracts, heating fuel and electricity. (381,010)
Asset Management First quarter projected deficit - ($379,700).

The gross variances relate to Community Events where
Recreation Tourism additional expenditures are being covered by additional 23,464

and Culture

revenues. Overall, minimal impact on net surplus.




Increased revenue primarily related to recoveries for
Regional Police extra duty, Ports Policing and UN Duty. The projected
increase in expenditures results from three main factors:
increased time for school crossing guards, fuel costs and
demand for overtime and court time. First quarter
projected surplus - $4,300.

(403,992)

Increased projected revenue for Police Checks ($95K),

Shared Services offset by CAD/RMS program expense. New revenue —
licensing through Customer Service Centres. Increased
expenses offset this.

(34,522)

Other Where business unit projections for gross revenues and
gross expenditures are within $100,000 of budget.

16,477

TOTAL PROJECTED BUSINESS UNIT DEFICIT

(554,470)




Projected

FISCAL SERVICES REVENUE VARIANCES Surplus/(Deficit)
Adjustment have been made to the forecast based on actual
Property revenues realized, less an allowance for any anticipated reductions 551,000
Taxes due to appeals — commercial taxes increased by $1M, business
occupancy reduced $635K, and business opening reduced by
$240K. Agreement reached with the Halifax International Airport
Authority has resulted in a surplus of $363K. Overall, projected
surplus of $551K.
The amount received from the agreement with NSLC was $299K
Tax higher than budgeted due to an increase in NSLC plant, equipment 258,100
Agreements and inventories and property value over the previous year. First
quarter projected surplus - $299,100.
The sale of Mic Mac Mall resulted in a deed transfer tax of $2.3M.
Deed Based on this additional revenue plus an analysis of the current 6,000,000
Transfer year’s revenue compared to the prior year, to the end to the end of
Taxes September, the projected surplus from the deed transfer taxes has
been adjusted to $6M.
A number of projects partially or fully funded through Local
Local Improvement Charges have been completed and invoiced, resulting 683,200
Improvement | in revenue from capital charges being $683K higher than budget.
Charges The increase in forecast revenue is offset by the expense for
repayment of the debt related to these projects included in ‘other’
expenditures.
Significant variances from the budget include $546,900 less from
Payments in Federal properties and $91,000 less from Provincial properties than (649,500)

Lieu of Taxes

budgeted, with an overall shortfall of $649,500 in revenue from
payments in lieu.




Own Source
Revenue

Budget for revenue from parking meters was based on proposed
increase in rates effective for 2004/05 budget year. The forecast
revenue shortfall is now $1.15M based on increases not being
approved and the decrease in actual revenues to date compared to
the prior year. Interest income from taxes is expected to be
$550K less due to more aggressive collection of outstanding tax
accounts, while interest income on capital charges is expected to
be $190K higher than budget due to increased projects being
completed and set up as receivables. Investment income is
projected to be $373K over budget due to higher than anticipated
cash balances, which more that offsets the impact of lower
interest rates. The biggest single factor affecting the Operating
fund cash balance is a relatively lower demand on the operating
fund to provide temporary financing for capital projects, as
evidenced by the lower spring debenture issue this year. First
quarter projected deficit - ($496,400).

(1,091,090)

Supplementary
Education

A small portion of the deficit is related to changes in the
assessment rolé¢ from the time the rate was calculated until the
bills were processed. In addition, staff are reviewing an error in
the rate calculated for Halifax and Dartmouth. The rate is 3/10ths
of a cent too low.

(550,000)

Other

Total of all other categories of fiscal revenues where the
projection is within $100,00 of budget.

(10,700)

TOTAL PROJECTED FISCAL REVENUE SURPLUS

5,191,010




FISCAL SERVICES EXPENDITURE VARIANCES

Projected
Surplus/(Deficit)

Debt Charges

No change from first quarter, “The surplus in debt
charges relates to debt servicing costs that are to be
recovered by LIC charges. These amounts will be
offset by LIC revenues and the projections adjusted
to reflect this. The amount was not known at the
time of preparing the budget, however, is now being
tracked on a regular basis”.

999,928

Interest on
Reserves

Interest on reserves is forecast to be $406,500 lower
than budget due to lower interest rates and the impact
of revisions to capital spending included in the
approved budget adjustments related to the $2.5
mandatory education funding issue.

406,500

Other

Retirement allowances projected to be over budget
due to updated actuarial information obtained on the
retirement liability accounts. LIC expenditures
related to debt payments for projects that are partially
or fully funded through LIC revenue greater than
anticipated. First quarter projected deficit -
($422,000).

(1,127,500)

Transfers to
Outside Agencies

The variance is related to increase over budget of
payment to the Province for Corrections. Also,
payment to the WTCC is $70K less than budget,
resulting in net over expenditures in transfers to
outside agencies of $84,500. First quarter projected
deficit - ($154,500).

(84,500)

TOTAL PROJECTED FISCAL EXPENDITURE SURPLUS

194,428




Attachment #3

Halifax Regional Municipality Operating Fund Balance Sheet
as at September 30, 2004



HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 1 of 2

September 30, 2004, with comparative figures for September 30,2003 and Year end March 31,2005
(In thousands of dollars)

Sept 30, 2004 Sept 30, 2003 March 31, 2005

Assets
Cash and short term deposits 3 321,782 $ 317,911 § 140,895
Receivables:
Taxes, net of allowance 49,681 49,085 20,683
Local improvement charges 7,030 5,500 6,769
Federal government and its agencies, net
of allowance 2,121 11,166 2,744
Provincial government and its agencies,
net of allowance 2,311 618 12,905
Own funds and agencies 112,344 54,629 97,586
Other receivables, net of allowance 13,721 9,329 8,772
187,208 130,327 149,459
Loans and advances 4,079 3,613 4,004
Tangible assets:
inventories, at cost 3,494 3,542 3,801
Properties acquired at tax sale 178 178 179
3,672 3,720 3,980
Other assets:
Deferred transition costs 8,263 10,624 9,443
Prepaid expenses 108 561 1,125
Deferred debt discount 1,668 1,664 1,621
10,039 12,849 12,189

$ 526,780 $ 468,420 $ 310,527




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 2 of 2

June 30, 2004, with comparative figures for June 30, 2003 and Year End March 31, 2004
(In thousands of dollars)

Sept 30, 2004 Sept 30, 2003 March 31, 2005

Liabilities and Accumulated Surplus

Payables:

Federal government and its agencies $ 178 % 168 $ 2,286
Provincial government and its agencies 4,397 7 10,610
Own funds and agencies 240,022 193,708 216,155
Trade accounts 1,617 2,920 7,523
Accrued liabilities 33,820 38,710 42,925
Other 6,163 4. 667 4,092
286,197 240,180 283,591

Other liabilities:
Prepayment of taxes 0 0 13,595
Deferred revenue 11,418 10,426 12,303
11,418 10,426 25,898
Accumulated surpluses 229,165 217,814 1,038

$ 526,780 $ 468,420 $ 310,527




Attachment #4

Halifax Regional Municipality Capital Statement
as at September 30, 2004
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Attachment #5

Report of Expenditures in the Councillors’
District Capital Fund to September 30, 2004
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to September 30, 2004
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Attachment #7

Halifax Regional Municipality Reserve Fund Projection
to March 31, 2005



HALIFAX REGIONAL MUNICIPALITY Attachment #7
RESERVE FUNDS BALANCE PROJECTIONS
To March 31, 2005 (As of September 30, 2004)

Actual Budgeted 2™ Quarter

Balance Balance Projection Projected

March 31/04 March31/05 March 31/05 Variance
Equipment Reserves $ 1,373,000 $ 2,396,000 $ 2,405,000 $ 9,000
Operating Reserves $ 8,202,000 $ 6,640,000 $ 7,342,000 $ 702,000
Capital Reserves $41,229,000 $ 41,875,000 $ 45,298,000 $ 3,423,000

Pollution Control Reserves $23.805.000 $ 4.821.000 $ 5.332.000 $ 511.000

TOTAL RESERVES $ 74,609,000  § 55,732,000 $ 60,377,000 § 4.645,000

Explanation of Projected Variances:

The projected increase in the Operating Reserves is made up primarily of a repayment made of
$400,000 by one of the Pollution Control Reserves, as well as an amount of $404,000 which was
included in the appropriations for the Operations Stabilization Reserve (understating the opening
balance), and was also budgeted as a withdrawal in 04/05. This would, therefore, result in an
understatement of the final balance. The appropriated amount has been added back to the Reserve.

The projected increase in the Capital Reserves relates to the sale of TexPark which was not included
in the original budget, but is expected to bring in a net contribution of appr. $3.6 million, as well as
increased contributions to the Business/Industrial Parks Reserve of appr. $1.6 million.

This is partially offset by $2M of unbudgeted approved withdrawals from the Strategic Growth
Reserve for the Bus Rapid Transit Showcase, Automated Vehicle Location System and an
Underground Utilities Feasibilty Study.

The projected increase in the Pollution Control Reserves relates mainly to additional interest earned
on $110M borrowed from MFC. Because not all of these funds are presently needed to cover
expenses; they have been invested. This is offset by the $400,000 repayment to the Operations
Stabilization Reserve, as mentioned above.

Overall, all the projected increases are offset by the lower amount of interest earned, due to lower
than anticipated interest rates.



Attachment #8

Capital Reserve Pool (CRESPOOL)
Details of Amounts Transferred In and Out
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Attachment #9

Hurricane Juan Financial Impact Update
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