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REGIONAL MUNICIPALITY

B3J3A5 Canada
Halifax Regional Council

July 3, 2007
TO: Mayor Kelly and Members of Halifax Regional Council
SUBMITTED BY: _ TT~——

¢e£ Cathie O’Toole, CGA, A/Director, Finance
DATE: June 29, 2007
SUBJECT: Fourth Quarter 2006/2007 Financial Report
INFORMATION REPORT

ORIGIN
Staff has committed to provide Council with quarterly financial reports including:
. a report of 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 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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BACKGROUND

Beginning with the 2004/05 year end HRM began preparing year end audited statements on the basis
of generally accepted accounting principles as set out in the CICA’s Public Sector Accounting Board
(PSAB) recommendations. The move to Public Sector Accounting Board compliant financial
statement produces year-end reporting which is general purpose and comparable to other Canadian
Municipalities outside Nova Scotia. PSAB compliant statements consolidate the results and financial
position of the organizations which make up the HRM reporting entity on the basis of ownership and
control.

The report provided in this package presents the unaudited financial results against HRM’s approved
operating budget as well as the position of capital and reserve funds to March 31, 2007. This is
consistent with prior years 4" quarter financial reporting, however does not reflect the changes
required for PSAB compliance. Due to the time required to receive the financial information needed
to produce consolidated financial statements, the audited PSAB compliant financial statement will
be presented in October 2007.

DISCUSSION

Operating Statement:

The attached operating statement includes a surplus of $2.79 million. The surplus related to the
general rate is $365,000, with the remaining surplus attributable to area rates, timing differences on
revenue collected and related debt payments for LIC funded projects. The general rate surplus will
be carried forward to the 2007/08 budget. The remaining surplus, attributable to area rates and LICs,
is set aside to fund the specific area rate purposes and the future debt payments related to the LIC
projects.

Overall, the surplus is made up of a net departmental surplus of $311 thousand and a net surplus of
$2.48 million in fiscal services. Details by business unit are included in Attachments 1 and 2 to this
report. At third quarter, asurplus of $485,600 was projected. Better than anticipated results allowed
additional unbudgeted transfers of $800,000 to be made to reserves at year end as detailed in
Attachment #7 to this report.

Hurricane Juan occurred on September 29, 2003 and the associated costs and commitments have
been accumulating from that time forward. A total of $406 thousand in Juan related expenditures
was incurred in 2006/07. The majority of the expenditures are expected to be recoverable, however
anticipated unrecoverable Juan expenditures of $71 thousand have been included in the business unit
expenses.
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Capital Fund Statements:

A summary Capital Statement as at March 31, 2007 is included as Attachment #4 to this report. The
statement shows, by business unit, the expenditures against the total budget as of March 31,2007 and
the budget not yet spent or committed. The total budget is made up of the balance forward from prior
years, the 2006/07 approved capital budget, plus approved budget adjustments in the current year.

The total budget brought forward as shown on the Capital Statement is $843 million, however, this
is the gross budget carried forward from prior years. Net of expenditures and commitments as at
March 31, 2006, the carry forward unspent/uncommitted budget was $127 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 06/07 capital budget, the net approved adjustment year-to-date is an addition of
$1,386,690 comprised primarily of the following: $2.1 million for the North Preston Sewage
Treatment Plant Upgrade, with funding through MRIF, various paving and renewal projects totalling
approximately $1.8 million partially funded through cost sharing, Rural Broadband $989,528, and
$650 thousand for Bedford Highway/Millview Water and Sewer Servicing funded by a combination
of cost sharing (PCAP), Q104 Sewer Redevelopment Reserve and Local Improvement Charges. In
addition, there are increases and decreases to various existing projects, including budget reductions
due to unspent funds released from the closure of a large number of projects following a detailed
review by the business units in February 2007. In addition, Council approved a total of $34.9 million
in advance funding from the 2007/08 budget year.

The reports of expenditures from Councillors’ District Capital Funds and from Building
Communities Fund are included as Attachment #5 and #5B.

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. Surpluses fromrecreation arearates
are carried forward each year to fund future projects. The reports for March 31, 2007 are included
as Attachment #6.

Reserves Statement:

Thenet available reserve balances at March 31, 2006 were $59,559,000. This represents total reserve
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balances of $124,525,000 net of appropriations of $64,966,000.

The reserves budget for 2006/07 anticipated the net available reserves balances to be $54,932,000
at March 31, 2007. Based on the current net balances the available reserves balances at March 31,
2007 are $65,198,000. The net change can primarily be attributed to the following
increases/decreases in revenues and expenditures:

- areduction in the planned net sales for the Sale of Capital Assets Reserve,

- net reduction in contributions and expenditures from Q123 Waste Resources Capital,

- Aerotech Phase 5,

- three sewer redevelopment projects,

- savings in insurance operations, premiums and claims,

- delay in the Library Capital Campaign, and

- the sale of the Bayne Street property.

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 March 31, 2007 is $112,844. Activity
since the last quarterly report to Council for December 31,2006 has included $1,447,083 transferred
into the Pool from reductions/closures of various projects. These funds have been committed to fund
$700,000 of the 2006/07 capital expenditures and $1,608,000 of the 2007/08 budgeted capital

expenditures.

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 will be carried forward and included in the operating
statement 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.
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ATTACHMENTS

1. Halifax Regional Municipality Operating Results for the period from April 1, 2006 to March
31,2007 with comparative data for the prior fiscal year - Net Expenditures, Gross Revenue and
Gross Expenditures

2. Explanation of Projected Surplus/(Deficit)

3. Halifax Regional Municipality Operating Fund Balance Sheet as at March 31, 2007

4. Halifax Regional Municipality Capital Statement as at March 31, 2007

5. Report of Expenditures in the Councillors’ District Capital Fund and Building Communities
Fund to March 31, 2007

6. Report of Expenditures in the Recreation Area Rate Accounts to March 31, 2007

7. Halifax Regional Municipality Reserve Funds Projection to March 31, 2007

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: Anna hend, CMA, Operations Manager, Accounting 490-7222
=

Financial Approval by:

Catherine Sanderson, CMA, Senior Manager Financial Services 490-1562




Attachment #1

Halifax Regional Municipality Operating Results
for the period from April 1, 2006 to March 31, 2007
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Attachment #2

Explanation of Projected Surplus (Deficit)



Halifax Regional Municipality

Explanation of Surplus (Deficit)
For the Year ended March 31, 2007
as of March 31, 2007

CAO - The surplus is primarily due to increased recoveries for postage and printing
services provided to other business units.

Community Development - A number of factors contributed to the surplus, including
increased revenue for various community programs, deferral of several projects in the
Capital District budget, reduced bookings of outside facilities and vacancy management.
In addition, $918,529 of the $2.1 million surplus is related to area rated services which
do not contribute to the general rate surplus for HRM.

Environmental Management Services - Surplus was related to increased recovery for
composting due to improved compliance resulting in higher tonnage, which was partially
offset by the related increase in expenditures. Legal costs were less than anticipated and
work was not completed on infiltration/inflow reduction projects due to capacity issues.

Finance - Ticket office revenue was higher than budget due to increased fines activity.
Expenditures for compensation were also under budget due to vacancy management in
several cost centres.

Fire & Emergency Services - Overtime expenditures are over budget, however these
are mainly offset through vacancies and recoveries for on the job injuries. Fleet costs for
both fuel and labour charges are over budget due to increased rates.

Human Resources - Savings were realized through vacancy management.

Regional Police - The over expenditure is primarily the result of overtime and court
time costs, as well as an accrued liability of $1.76M related to enhancements for post
employment benefits negotiated in the last MAPP collective agreement.

Transportation & Public Works - There are a number of significant variances within
TPW that net to the overall deficit of $955,000. Real estate realized increased land
transactions revenue for business parks well above the anticipated activity. Transit
revenue was down due to both ridership and a ferry being out of service for two and a
half months, and they also incurred increased fuel, parts and labour costs. Traffic and
Transportation was over budget due primarily to electricity rate increases and additional
street lighting inventory. Municipal Operations was over budget mainly in the area of
contract services for asphalt patching, concrete curb and gutter work and retainers for
heavy equipment.

Other Business Unit Net Surplus where business unit projection for gross revenue and
gross expenditures are within $100,000 of budget.

b

230,000

2,072,000

687,000

314,000

(106,000)

108,000

(2,343,000)

(955,000)

304,000

TOTAL BUSINESS UNIT NET SURPLUS/(DEFICIT)

$ 311,000




Property Taxes -

o General tax revenue under budget due to actual appeals and allowance for
appeals, primarily in the area of commercial property tax;

. Grants in Lieu were over budget due to the provincial billing change from
50% to 100% on Residential Exempt Fire Protection;

. Supplementary education revenue was $142K more than budget, with the

surplus used to partially offset the $419K deficit from the prior year. This
surplus does not contribute to the general rate surplus at year end,

. Local Improvement Charges were increased due to additional projects
completed and billed during the year;
. Increased Fire Protection Revenue due to assessment roll increases. The

surplus will carry forward to offset the revenue requirements for 2007/08,
and does not contribute to the general rate surplus for 2006/07.

Deed Transfer Taxes
. Increase in sales volumes and higher sale price due to favourable
mortgage rates.

Tax Agreements
. Some of the agreements are formula driven and targets were not met,

resulting in reduced tax payments to HRM.

Own Source Revenue

. Increased investment revenue due to a combination of higher Money
Market rate and higher cashflow balances;

. Parking meter revenue increased due to rate increase and additional
parking meters;

. Various miscellaneous revenues

Unconditional Transfer
. Farm acreage taxes not budgeted and one time Stones Concert funding.

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

$(1,932,000)
737,000

142,000

849,000

471,000

1,790,000

(2,537,000)

3,733,000
428,000

63,000

192,000

(71,000)

TOTAL PROJECTED FISCAL SERVICES REVENUE SURPLUS/(DEFICIT)

$ 3,865,000




+ Reserves -. Top up funding of $400K each for the Service Improvement Reserve and the
Operating Stabilization Reserve was applied at year end. In addition, the planned
withdrawal from reserves to offset the operating costs of new capital was not utilized.

$ (2,378,000)

+ Fire Protection - Extra funds earned from fire protection charges are carried forward to 384,000
apply against requirements in 2007/08. The surplus does not have an impact on the
general rate surplus/deficit position.

« Capital from Operating - A planned transfer to fund capital projects was reduced, as 3,059,000
some projects were funded from the Gas Tax.

+ Debt Charges - Interest paid to facilities (e.g., Metro Centre, Halifax Forum, Dartmouth (663,000)
Sportsplex) was higher than budget due to increased interest rates and bank balances for
those agencies.

+ Supplementary Education - The budget was based on current year expenditures plus 419,000
sufficient revenue to offset the prior year deficit of $419K.

+ Insurance - The offsetting surplus is in revenue for recoveries of third party claims. The (230,000)
net impact on the operation is nil.

+ Provision for Valuation Allowance - The increase is primarily due to the increase in (520,000)
business occupancy appeals.

« Interest on Reserves - An increase in the interest paid to the reserve fund due to higher (2,022,000)
than anticipated balances and higher interest rates.

 Other - Retirement allowance accrual of liability and employer share of pension 652,000
contributions for employees on LTD.

« Total of all other categories of fiscal expenses where the projection is within $100,000 of (91,000)
budget

TOTAL PROJECTED FISCAL EXPENDITURE SURPLUS/(DEFICIT) b (1,390,000)

NET PROJECTED OPERATING SURPLUS $ 2,786,000




Attachment #3

Halifax Regional Municipality Operating Fund Balance Sheet
as at March 31, 2007



HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 1 of 2

March 31, 2007, with comparative figures for March 31, 2006
(In thousands of dollars)

31-Mar-07 31-Mar-06
Assets
Cash and short term deposits $ 157,986 $ 145,520
Receivables:
Taxes, net of allowances of $3,145 ($2,421 March
31, 2006) 20,710 21,790
Local improvement charges, net of allowances of
$87 ($80 March 31, 2006) 9,824 6,902
Federal government and its agencies, net of
allowances of $13,951 ($12,299 March 31, 2006)
1,076 5,749
Provincial government and its agencies, net of
allowances of $0 ($0 March 31, 2006) 12,135 10,985
Own funds and agencies 296,703 216,025
Other receivables, net of allowances of $2,088
($2,258 March 31, 2006) 27,822 15,056
368,270 276,507
Loans and advances 1,811 4,369
Tangible assets:
Inventories, at cost 4,425 4173
Properties acquired at tax sale 179 179
4,604 4,352
Other assets:
Deferred transition costs 2,361 4,722
Prepaid expenses 1,798 1,748
Deferred debt discount 1,841 1,880
6,000 8,350

$ 538,671 § 439,098




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 2 of 2

March 31, 2007, with comparative figures for March 31, 2006
(In thousands of dollars)

31-Mar-07 31-Mar-06
Liabilities and Accumulated Surplus
Payables:
Federal government and its agencies $ 2,605 § 2,056
Provincial government and its agencies 6,810 6,188
Own funds and agencies 428,446 337,766
Trade accounts 7,369 5,952
Accrued liabilities 52,392 48,647
Other 3,868 4,185
501,490 404,794
Other liabilities:
Prepayment of taxes 15,792 16,796
Deferred revenue 14,411 12,480
30,203 29,276
Accumulated surpluses 6,978 5,028

$ 538,671 § 439,098
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Attachment #5

Report of Expenditures in the Councillors’
District Capital Fund and Building Communities Fund
to March 31, 2007
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to March 31, 2007
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Attachment #7

Halifax Regional Municipality Reserve Fund Projection
to March 31, 2007



HALIFAX REGIONAL MUNICIPALITY Attachment #7

RESERVE FUNDS BALANCES
Actual at March 31, 2007
Actual Budgeted
Balance Balance Balance

March 31/06 March 31/07 March 31, 2007 Yariance

Equipment Reserves $ 1,435,000 $ 1,160,000 $ 1,124,000 § (36,000)
Operating Reserves $ 14,553,000  $ 13,829,000 $ 17,616,000 $ 3,787,000
Capital Reserves $ 33,619,000 $ 36,587,000 $ 40,890,000 $ 4,303,000
Pollution Control Reserves $ 9,952,000 § 3,356,000 $ 5.568.000 $ 2.212.000
TOTAL RESERVES $ 59,559.000 $ 54,932,000 $ 65,198,000 $ 10,266,000
Explanation of Significant Sources of Projected Variances:
Equipment Reserves:.
Q204 General Fleet These reserves had a combined increase in $164,000
Q205 Police Vehicles revenues from sale of assets;
Q206 Fire Vehicles Additional purchase of a fire vehicle in 4" Qtr (157,000)
Various miscellaneous adjustments (85,000)
Variance in interest earned based on actual interest rates and reserve balances 42,000
Operating Reserves:
Q117 Sludge Tipping fees Aerotech Phase 5 unbudgeted expenditure which (115,000)
was approved by Council on an as-needed basis
(net of additional operating fund contribution)
Q306 Self Insurance Savings on operations and claims 700,000
Q308 Operations Stabilization ~ Metro Transit Service Sunday Shopping; (150,000)
Additional year end transfer from operating surplus 400,000
Q310 Service Improvement Lower operational spending than anticipated, 860,000
Year end additional transfer from operating surplus 400,000
Q312 Heritage and Culture Decreased due to lower transfers from Q101 Sale (160,000)
of Land Reserve
Q313 Municipal Election Bi-election (30,000)
Q315 Special Events Atlantic Acadien Games and Microcredit 20,000

Conference, net of increased Hotel Tax revenue



Q318 Central Library Capital
Campaign

Q320 Operating Cost of Capital

Q321 Information and
Communications Technology

Delay in expenditures for the Library study

Increase due to operational cost savings

Unbudgeted recovery from Aliant ($135K), plus

reduction in current year’s expenditures

Various miscellaneous adjustments

Variance in interest earned based on actual interest rates and balances

Explanation of Projected Variances:

Capital Reserves:

Q101 Sale of Capital Assets
Q103 Capital Surplus

Q104 Sewer Redevelopment

Q107 Parkland Development

Q121 Business/Industrial Parks
Expansion

Q126 Strategic Growth

Lower than planned net sales
Decrease in planned operating spending

CGI00907 McDonald Property Trunk Sewer
CGU00753 Bedford Hwy/Millview Water
CS100706 Sullivans Pond Outlet Pipe Rehab
CS100815 Bedford Highway (Seton Rd)
CGRO00783 Caldwell Road

CGR00365 Cole Harbour net of additional
operating fund contribution

CSU00911 Duke Street Outfall Funding
Sewer Redevelopment Levies increased

Lake Banook Bridge

Land purchase Upper Tantallon
Ashford

Brickyard

Repurchase Lot 39E Oland
Burnside and Bayers Lake various projects
Unplanned sales in the 4™ Quarter

CVV0649 Fast Ferry Cultivation

Windmill Road

Capital Region

Metro Transit

Sale of Bayne Street property

Additional support of CWG International Bid
approved by Council

Decrease in planned operational spending

400,000

860,000
166,000

358,000
78,000

(1,440,000)
600,000

(156,000)
(30,000)
(135,000)
100,000
59,000
74,000

(600,000)
250,000

(35,000)
(29,000)
(358,000)
(27,000)

(111,000)
39,000
6,200,000

(113,000)
(50,000)
50,000
25,000
2,700,000
(700,000)

700,000



Q123 Waste Resources Capital ~ Reduction in contribution
CHI00778 Otter Lake reduction of $2.5M for

project equipment now funded from 2006/07 Gas
Tax

Various miscellaneous adjustments
Variance in interest earned based on actual interest rates and reserves balances

Pollution Control Reserves.

Q105 Environmental Control CSRO00390 Pollution Prevention Program
contribution
Adjustment for principal payment to FCM (not
paid from Q105)
Lower than expected environmental protection
levies from the HRWC

Q106 Waste/Storm Water Savings on operational transfers, may be required
in 2007/08

Prior year end transfer into reserve, not included in budget, miscellaneous small
variances

Variance in interest earned based on actual interest rates and higher than anticipated
reserves balances

(6,000,000)
2,500,000

95,000
695,000

361,000
1,000,000

(400,000)

1,000,000

760,000

(509,000)



Attachment #8

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