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TO: Mayor Kelly and Members of Halifax Regional Council

SUBMITTED BY: L %““‘*————

Catherine Sanderson, CMA Senior Manager, Financial Services

DATE: October 24, 2008

SUBJECT: 2007/2008 Year End 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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BACKGROUND

This report provides the unaudited financial results of HRM’s approved Operating budget and the
Capital and Reserve funds as at March 31, 2008. This is consistent with the prior years’ 4™ quarter
financial report; however, does not reflect the changes required for PSAB compliance. 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. Due to the time required to
produce consolidated financial statements, the audited PSAB compliant financial statement will be
presented in November of 2008.

DISCUSSION

Operating Statement:

The attached operating statement includes a surplus of $87,628. Included in this surplus is a deficit
of $17,274 attributable to area rates and the timing differences on revenue collected and associated
debt payments for LIC funded projects. This amount will be set aside to be funded from the specific
area rates and the future debt payments related to the LIC projects. General rated operations are
showing an unaudited surplus of $70,354.

Details by Business Unit are included in Attachments 1 and 2 to this report. At the third quarter, a
$1.89 million deficit was projected. In January the CAO issued a directive for all Business Units to
exercise spending reductions wherever possible. As a result of this fiscal restraint (i.e. spending for
computer replacements; delays in filling vacant positions; one-time accrual for Summary Offence
Ticket revenue; and approved reserve withdrawals) the organization will report a small year end
surplus.

The most significant impact on the year end results was the increase in spending for snow and ice
removal. A Winter Works Program report to Committee of the Whole provided details into the
increased snow removal activity as well as the implications on spending in the 2007/08 fiscal year.

Capital Fund Statements:

A summary Capital Statement as at March 31, 2008 is included as Attachment #4 to this report. The
statement shows, by business unit, the expenditures against the total budget as of March 31, 2008
and the budget not yet spent or committed. The total budget is made up of the balance forward from
prior years, the 2007/08 approved capital budget, plus approved budget adjustments in the current
year.

Relative to the 07/08 capital budget, the net approved adjustment year-to-date is a decrease of $6.7
million. Significant increases have been reported quarterly throughout the fiscal year. Included in
the decrease of $6.7 million is a number of older capital projects that have been completed and no
longer require funds to be held for future use. These projects have been closed and the available
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funds were directed to the 2008/09 Capital Budget.

The reports of expenditures from Councillors’ District Capital Funds and from Building
Communities Fund are included as Attachment #5A 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 from recreation area
rates are carried forward each year to fund future projects. The reports for March 31, 2008 are
included as Attachment #6.

In addition to recreation area rates, HRM has a number of other area rates. These include the Fire
Protection, Sidewalk Snowplowing and Supplementary Education area rates. All surplus/deficit
amounts at year end are segregated and carried forward at year end. The net deficit amount at the
end of 2007/08 is $17,274.

Reserves Statement:
The net available reserve balances at March 31, 2007 were $64,589,000. This represents total
reserve balances of $199.3 million net of appropriations of $134.7 million.

The reserves budget for 2007/08 (Attachment #7) anticipated the net available reserves balances to
be $69,435,000 at March 31, 2008. Based on the current net balances the available reserves balances
at March 31, 2008 are $51,185,000. The net change of approximately $19 M can primarily be
attributed to the following significant Council approved increases/decreases in planned revenues and
expenditures:

. transfer of remaining reserves balances to HRWC as per the transfer agreement for
Wastewater/Stormwater ($8.3M)

. land sales presented in this fiscal year are to occur over two fiscal years owing to multi-year
delivery of infrastructure and anticipated closings ($8.6 M)

. withdrawals to mitigate operating deficit ($4.4 M)

. one-time year end contributions ($1.2 M)

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

Capital Reserve Pool Balance:

The uncommitted balance in the Capital Reserve Pool (CRESPOOL) as of March 31, 2008 is $0.
Activity since the last quarterly report to Council for December 31, 2007 has included $1,965,658
transferred into the Pool from reductions/closures of a project and $2,001,664 of commitments to
support the 2008/09 Capital Budget.
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Complete details of the amounts transferred in and out are included in Attachment #8 to this report

Changes to Cost Sharing for Capital Projects:
HRM received no additional cost sharing for capital projects in the fourth quarter. All changes to

cost sharing projects were reported throughout the fiscal year in the respective quarterly report.

BUDGET IMPLICATIONS

The operating surplus of $70,354 will carry forward and be incorporated into the approved 2008/09
Operating Budget. This amount will support HRM’s priority of a balanced budget in the 2008/09

operating year.

FINANCIAL MANAGEMENT POLICIES/BUSINESS PLAN
This report complies with the Municipality’s Multi-Year Financial Strategy and approved Capital

budget, 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, 2007 to March
31, 2008 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, 2008

4. Halifax Regional Municipality Capital Statement as at March 31, 2008

5. Report of Expenditures in the Councillors’ District Capital Fund and Building Communities
Fund to March 31, 2008

6. Report of Expenditures in the Recreation Area Rate Accounts to March 31, 2008
7. Halifax Regional Municipality Reserve Funds to March 31, 2008

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: Debbi McCaig, MBA, CMA, Manager, Accounting Operations 490-7222




Attachment #1

Halifax Regional Municipality Operating Results
for the period from April 1, 2007 to March 31, 2008
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Explanation of Projected Surplus (Deficit)



Halifax Regional Municipality

Explanation of Projected Surplus (Deficit)
For the Year ending March 31, 2008

BUSINESS UNIT VARIANCE ANALYSIS

_ Net Surplus/ (Deficit)

* CAO - The surplus is due to an increase in revenue generated through third party
recoveries and savings equipment, vehicles, and other goods and services.

*  Finance - The surplus is primarily due to a $3.7 million revenue accrual for Summary
Offence Tickets. The balance of the surplus is related to savings related to vacancies.

» Regional Police - The surplus is a total of increased revenues from secondments and a
savings related to vacancies. A portion of the surplus was offset by spending
requirements for other operational costs such as Telephone and Communications
Systems.

*  Community Development - The surplus is primarily related to vacancies and delays in
backfilling positions and increased revenues in Development Services.

«  Transportation & Public Works - There are several factors impacting the TPW
operation, with main contributors to the projected deficit being the following: Metro
Transit revenue shortfall in Conventional Transit, Ferry and Charter operations ($1.8m);
overtime costs (§1.9m); fuel and maintenance ($2.1m); deficit related to the Winter

Works program ($9.1m). This deficit is mitigated by $4,425,000 of reserve withdrawals.

Offsetting surpluses are in areas such as Business Park lot sales administration fees,
increased market prices for recyclables, and other Solid Waste savings ($1m).

* Business Planning and Information Management - The surplus is primarily related to
savings related vacancies. As part of the organizational fiscal restraint, the computer
purchase program was put on hold creating additional savings.

e Other Business Unit Net Surplus - This surplus is primarily related to savings due to
vacancies in Human Resources, Legal and Infrastructure and Asset Management.

$362,000

4,130,000

566,000

899,000

(8,900,000)

1,249,000

938,000

TOTAL BUSINESS UNIT NET SURPLUS/(DEFICIT)

$  (756,000)




 FISCAL SERVICES REVENUE VARIANCE ANALYSIS

« Property Taxes - Successful tax appeals which reduced current year revenue more than
anticipated

$ (2,108,000)

+  Tax Agreements - Deficit results from a Aliant Tax Agreement shortfall due to decrease (453,000)
in gross subscribers exchange revenues.

«  Deed Transfer Taxes - Additional taxes received 3,700,000

» Payment in Lieu of Taxes - Increase in assessment base for Provincial and Halifax Port 471,000
Authority Properties

= Own Source Revenue - higher investment returns ($2.7M), additional White Juan 5,515,000
recoverable recorded ($1.4 M), a variety of other small increases eg parking meter
revenues, balance sheet review etc

«  Unconditional Transfer - Increase in HST Offset received as compared to budget, 80,000
which was based on preliminary estimates.

« Total of other categories of fiscal revenues where the projection is within $100,000 of 374,000
budget.

TOTAL PROJECTED FISCAL SERVICES REVENUE SURPLUS/(DEFICIT) $ 7,579,000

FISCAL SERVICES EXPENSE VARIANCES

o Reserves - includes one time year end transfers to the Capital Replacement Reserve, $(962,000)
Operations Stabilization Reserve, and the Snow and Ice Reserve

« Capital from Operating - additional funding for HRWC water dividend related to (3,121,000)
2006/07

» Provision for Valuation Allowance - increased requirement to support increased appeal (1,118,000)
adjustments

- Total of all other categories of fiscal expenses where the projection is within $100,000 of (1,535,000)
budget or not funded by area rate revenue

TOTAL PROJECTED FISCAL EXPENDITURE SURPLUS/(DEFICIT) $ (6,736,000)

ADJUSTMENT FOR AREA RATE SURPLUS/(DEFICIT) $ (17,000)

NET PROJECTED OPERATING FUND SURPLUS

$ 70,000
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HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet

Mar 31, 2008, with comparative figures for Mar 31, 2007
(In thousands of dollars)

31-Mar-08 31-Mar-07

Assets
Cash and short term deposits $ 145,439 § 157,990
Receivables:
Taxes, net of allowance 24,232 23,857
Local improvement charges 10,833 9,871
Federal government and its agencies, net of
" allowance 19,256 8,953
Provincial government and its agencies, net of
allowance 11,621 10,792
Own funds and agencies 388,379 291,490
Other receivables, net of allowance 6,835 20,294
461,156 365,257
Loans and advances 5113 4,902
Tangible assets:
Inventories, at cost 4,842 4,425
Properties acquired at fax sale 179 178
5,021 4,603
Other assets:
Deferred transition costs 0 2,360
Prepaid expenses 1,084 1,806
Deferred debt discount 1,761 1,841
2,845 6,007

$ 619,574 § 538,759




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet

Mar 31, 2008, with comparative figures for Mar 31, 2007
(In thousands of dollars)

31-Mar-08 31-Mar-07

Liabilities and Accumulated Surplus

Payables:
Federal government and its agencies $ 2,869 % 2,852
Provincial government and its agencies 0 2,367
Own funds and agencies 499,165 425,013
Trade accounts 10,569 14,795
~Accrued liabilities 56,016 50,288
Other 14,296 3,904
582,915 499,219

Other liabilities:

Prepayment of taxes 15,716 17,595
Deferred revenue 14,486 14,601
30,202 32,196
Accumulated surpluses 6,457 7,344

$ 619,574 § 538,759




Attachment #4

Halifax Regional Municipality Capital Statement
as at March 31, 2008
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Attachment #5A

Report of Expenditures in the Councillors’
District Capital Fund and Building Communities Fund
to March 31, 2008
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to March 31, 2008
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Attachment #7

Halifax Regional Municipality Reserve Funds
to March 31, 2008



04 Reserve Fund Report

Budget Book Budget Book Q4
Available  Projected Balance  Available Balance
March 31,2007 March 31, 2008 March 31, 2008 Variance

Equipment Reserves 1,124,000 1,471,000 1,326,000 (145,000)
Operating Reserves 16,982,000 15,336,000 19,132,000 3,796,000
Capital Reserves 40,915,000 48,080,000 27,919,000 (20,161,000)
Pollution Control Reserves 5,568,000 4,548,000 1,808,000 (2,740,000)

$64,589,000 $69,435,000 $51,185,000  ($19,250,000)

Details of Quarter 4 Variances

Equipment Reserves

The available balance in Fire Vehicle Reserve (Q206) is higher by approximately $19,000 due to
increased vehicle sales.

The available balance in General Fleet Reserve (Q204) is higher by approximately $67,000 due
to increased vehicle sales.

Operating Reserves

The available balance in Major Events Facilities Reserve (Q319) is higher by approximately
$5.0M due to a transfer from capital reserves.

The available balance in Self Insurance Reserve (Q306) is higher by approximately $1.0M due to
annual surplus in the self-insurance fund.

The available balance in Service Improvement Reserve (Q310) is higher by approximately
$695,000 due to reductions in planned operating and capital spending.

The available balance in Special Events Reserve (Q315) is higher by approximately $323,000,
mainly due to higher than expected revenues.

These increases were partially offset by reductions in the Operating Cost of Capital Reserve
(Q320) of ($245,000) caused by increased spending.

The available balance in(Q308) was increased by $500,000 due to a year end adjustment

The available balance in (Q309) was increased by $519,000 due to a year end adjustment

Capital Reserves




o The available balance in Strategic Growth Reserve (Q126) is lower by approximately $8.8M due
to transfers of $6M to operating reserves, and appropriation of $2.6M for costs associated with
land swaps with the Province.

o The available balance in Business Parks Reserve (Q121) is lower by approximately $4.8M due to
delays in expected lot sales.

o The available balance in Sale of Land Reserve (Q101) is higher by approximately $2M due to
reduction in appropriations

o The available balance in (Q130) has increased by $250,000 due to a year end adjustment.

Pollution Control Reserves

. The available balance in the Environmental Control Reserve (Q105) is higher by approximately
$558,000 due to a reduction in planned expenditures.



Fourth Quarter Reserve Fund Report

Budget Book Budget Book Q4
Available  Projected Balance  Available Balance
March 31,2007 March 31, 2008 March 31, 2008 Variance

Equipment Reserves 1,124,000 1,471,000 1,326,000 (145,000)
Operating Reserves 16,982,000 15,336,000 19,132,000 3,796,000
Capital Reserves 40,915,000 48,080,000 27,919,000 (20,161,000)
Pollution Control Reserves 5,568,000 4,548,000 1,808,000 (2,740,000)

$64,589,000 $69,435,000 $51,185,000  ($19,250,000)

Details of Quarter 4 Variances

Equipment Reserves

o The available balance in Fire Vehicle Reserve (Q206) is higher by approximately $19,000 due to
increased vehicle sales.

e The available balance in General Fleet Reserve (Q204) is higher by approximately $67,000 due
to increased vehicle sales.

Operating Reserves

. The available balance in Major Events Facilities Reserve (Q319) is higher by approximately
$5.0M due to a transfer from capital reserves.

o The available balance in Self Insurance Reserve (Q306) is higher by approximately $1.0M due to
annual surplus in the self-insurance fund.

. The available balance in Service Improvement Reserve (Q310) is higher by approximately
$695,000 due to reductions in planned operating and capital spending.

. The available balance in Special Events Reserve (Q315) is higher by approximately $323,000,
mainly due to higher than expected revenues.

. These increases were partially offset by reductions in the Operating Cost of Capital Reserve
(Q320) of $245,000 caused by increased spending.

. The available balance in the Operations Stabilization Reserve (Q308) was increased by $500,000
due to a one-time year end adjustment

o The available balance in the Snow and Ice Reserve (Q309) was increased by $519,000 due to a
one-time year end adjustment



Capital Reserves

o The available balance in Strategic Growth Reserve (Q126) is lower by approximately $8.8M due
to transfers of $6M to operating reserves, and appropriation of $2.6M for costs associated with
land swaps with the Province.

. The available balance in Business Parks Reserve (Q121) is lower by approximately $4.8M due to
delays in expected lot sales.

. The available balance in Sale of Land Reserve (Q101) is higher by approximately $2M due to
reduction in appropriations

. The available balance in the New Capital Replacement Reserve (Q130) has increased by
$250,000 due to a one-time year end adjustment.

Pollution Control Reserves

. The available balance in the Environmental Control Reserve (Q105) is higher by approximately
$558,000 due to a reduction in planned expenditures.



Attachment #8

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