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PO Box 1749

Halifax, Nova Scotia

B3J 3A5    Canada

Item No.   11.1.3   
Halifax Regional Council

June 2, 2009

TO: Mayor Kelly and Members of Halifax Regional Council

SUBMITTED BY:
Dan English, Chief Administrative Officer

Geri Kaiser, Deputy Chief Administrative Officer - Corporate Services
and Strategy

DATE: May 22, 2009

SUBJECT: Write-off of Uncollectible Accounts

ORIGIN
Section 51 of the Halifax Regional Municipality (HRM) Charter requires that;

The Treasurer shall promptly advise the Council of 

(a) all moneys due to the Municipality that the Treasurer considers cannot reasonably be
collected after pursuing all reasonable avenues of collection; and 

(b) the reasons for the belief that such moneys cannot be collected, and the Council may write off
the amounts determined to be uncollectible.

RECOMMENDATION

It is recommended that:

1. The general revenue accounts in the amount of $582,613.38 comprised of $537,661.23
principal and $44,952.15 interest as detailed in Schedule 2 be formally written out of the
books of account.

2. The real property tax and lienable charges in the amount of $188,176.76 comprised of
$140,485.18 principal and $47,691.58 interest as detailed in Schedule 3 be formally
written out of the books of account.

3. The business occupancy tax accounts in the amount of $622,419.54 comprised of
$476,543.85 principal and $145,875.69  interest as detailed in Schedule 4 be formally
written out of the books of account.
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BACKGROUND

The HRM Charter requires that all accounts considered uncollectible and which are to be
permanently removed from the accounts of the HRM be approved by Council. Since
amalgamation there have been six reports to Council to write-off uncollectible accounts.  This is
the seventh report for write-offs since amalgamation and is intended to clear from the records 
accounts considered to have no value.  The last write-off report to Council was in September
2007. 

DISCUSSION

Each year the provision for losses on accounts is budgeted in the operating fund as mandated by
the HRM Charter.  This provision is accumulated each year in the valuation allowance account in
order to offset on the balance sheet the value of the receivables recorded in the books of account. 
In this way,  and in accordance with legislation and with generally accepted accounting practices,
there is  recognition that not all accounts billed will be collectible.  

Staff employ all means at their disposal within the parameters of the HRM Charter, and the
Council Approved Administrative Order#18 (Revenue Collections Policy) to collect appropriate
charges on a timely basis.   General revenue accounts receive monthly statements as the terms on
these accounts are usually net 30 days.  Follow up phone calls are made, right of offset
opportunities enforced and payment arrangements put in place where customers indicate the need
and where staff deem appropriate.  Regular credit reports are received from credit reporting
institutions and against this background the overall collectibility of accounts is assessed.  In the
case of business occupancy taxes, monthly reminder letters are issued to overdue accounts and,
as a final measure, warrants of distrain are issued and assets are seized in satisfaction of the
accounts in accordance with the HRM Charter.  Revenue staff also retain the services of an
external collection agency to collect on unlienable accounts.  In the case of real property taxes
reminder letters are sent twice a year, as well as the biannual tax bills showing outstanding
arrears and, as a final measure, notices of tax sale are sent to the property owner if no satisfactory
payment arrangements can be made and due process is followed as per the provisions of the
HRM Charter.  Legal action is taken where appropriate to collect accounts in dispute.

Still, with all these measures, some accounts remain uncollectible either because of bankruptcy
or because the owner has vacated the premises and cannot be located or there are insufficient
assets to satisfy the outstanding amount.  Staff are however very optimistic that with the
implementation of new software which will provide better management of outstanding accounts
later this year, that collection efforts will be enhanced and empowered by the credit analysis and
dunning features In addition, resources have been aligned within the Business Units which will
see the Revenue Division hire a Supervisor of Collections, that would lead a dedicated team of
Tax and General Revenue staff in a consolidated collections effort for all HRM receivables (tax,
general revenue, recreation, capital).  This initiative would ensure improved stewardship over
receivables and cash flow, as well as increase benefits realization from implementation of the
Hansen Dunning System. 
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It should be noted that all of these accounts although written out of the active records will be
maintained in history for future reference should the same businesses reopen or should it come to
our attention that these accounts can be pursued, however the probability of collection is very
low.   The collections department at Service Nova Scotia are planning to seek legislative
amendments with respect to eliminating any statute of limitations on accounts of the crown. 
HRM is also hoping to partner with Service Nova Scotia to increase collection activity  using
right of offset action on past due accounts through HST and income tax refunds.

The Business Occupancy tax accounts are the most difficult to collect as the tax is non-lienable
and being phased out.  However, August 2009 will be the last year that the 50% group will be
billed due to the phase out.  After  August 2009 only the 75% group will remain, which consists
of financial institution accounts (banks, insurance companies), which are not a traditional
collection risk.  Our current recommended write offs are for companies that are defunct, bankrupt
or the owners cannot be located.  It is usual that processes to pursue accounts will take two to
three years prior to being declared uncollectible by the trustee in bankruptcy or by our third party
collection agency. 

The amounts of lienable charges being recommended for write off are for amounts related to
leased land through the province, mobile home accounts, bankruptcies, defunct companies or
people we cannot locate.

General Revenue charges being recommended for removal are for miscellaneous charges related
to bankruptcies, defunct companies or inaccessible persons and for numerous NSF charges that
cannot be pursued and which are associated with these uncollectibles.

Schedules 5, 6 and 7 illustrate trends with respect to current and past write-off reports.

PROPOSED WRITE-OFFS OVER $50,000

Infoplace Ticket Centers Ltd.

This company operated an information and ticket sale booth in Scotia Square and went bankrupt
in Jan 2009.  The receivable of $219,578.51 represents one month of transit passes and tickets,
thus the account was not overdue at the time of the bankruptcy.  All unsold inventories were
recovered.  A statement of claim was filed with the Trustee, however this receivable is unsecured
and HRM will likely not get any compensation for the debt.  Transit companies across Canada
suffered losses as well.  For example, Ottawa Transit had a loss of $1.2 million.
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Bedford Youth Development Association

The Bedford Youth Development Association (BYDA) was a non-profit association that
endeavoured to provide opportunities for the youth of Bedford to have access to educational and
preventative services at a designated youth facility (Old Bedford Fire Station 1247 Bedford
Highway) as well as in the Bedford Community at large.  The association also worked to address
youth issues within the community. 

In June 2001, HRM entered into a management agreement with BYDA.  This Management
agreement provided BYDA with access to HRM services (i.e. payroll, heating fuel) and HRM
was responsible for capital repairs as it owned the building.  In 2004 BYDA began to have
repayment issues with HRM for services.  As HRM recognized the  valuable service BYDA
provided to the community staff intervened to help BYDA get through this financial problem by
working with the board, advising on budgets and re-payment plan options.  In 2006 a new Board
of Directors took over BYDA.  The new board felt that it was not their fault for incurring the
outstanding debt, and thus HRM should forgive the amount or provide grant funding to offset
against the debt.  As BYDA was an incorporated body, a new board would not warrant the
forgiveness of the debt, nor does HRM provide grant funding to organizations that have
delinquent accounts with it.  In November 2006, the Board of Directors for BYDA resigned and
the association was dissolved leaving the current debt of $115,910.58 outstanding.

Management Agreements with Community Associations and Boards will be reviewed to
determine an approach that better balances HRM interest in providing adequate support to groups
while mitigating HRM’s financial risk.

Timber Trail Homes

This receivable relates to the Lucasville Road Infrastructure Program, which was a program of
the former County of Halifax that aimed at addressing the water issues in the Lucasville Road
Area.  Timber Trail Homes is a Mobile Home Park that was experiencing water issues.  An
agreement to run a water line into the mobile home park was reached whereby Timber Trails
would pay $91,079.00 towards the construction cost.  The agreement however was never
formalized in a legal document and as a result there was no legal means to collect on this
receivable.  HRM’s Legal Department has reviewed this issue and has given a written legal
opinion that supports Finance’s recommendation to write-off.  

Staff would like to assure Council that for similar cost sharing construction and infrastructure
projects, there is and has been for a number of years since amalgamation, a  very formalized
process of due diligence, review and approvals between HRM business units, external
stakeholders and ultimately Council to ensure invested taxpayer dollars are protected through
liens and the legal process.
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Computer Purchases Program

The general revenue receivables proposed for write-off contain $65,000 that relate to a computer
purchase program for employees and elected officials. The program was offered shortly after
amalgamation to assist in purchasing home computers with repayment being made through
payroll deductions.  This receivable represents 30 accounts in total.    These receivables are not
lienable, and were not collected upon termination of employment.  Staff have tried collecting
these charges through the usual means and also had an external collection agency initiate
collection activity which was unsuccessful.  Many of the individuals had moved and could not be
located or had filed personal bankruptcy.

This program was discontinued in 2003 and will not be offered in the future as it can expose the
organization to financial risk.

WCC Refurb Limited

This receivable of $149,427.07 consists$104,038.22 principal and $45,388.85 interest.  It relates
to commercial property taxes on  provincially leased land.  Provincial leased land is taxable to
the tenant under section 5(1)(a) of the assessment act.  WCC Refurb leased this property from the 
province on Kempt Road.  The company subsequently went bankrupt and HRM has no lien to
recover this receivable.  While working on this collection staff were informed that the province 
suffered losses of approximately $100,000 in unpaid rent.  HRM’s legal department has advised
there is no recourse to recover this loss as it is unsecured.

BUDGET IMPLICATIONS

Each year an allowance for bad debt, the valuation allowance, is calculated based on estimates of
amounts outstanding that may be uncollectible in future years.  Accounts proposed for write-off
in this report have been 100% provided for in the annual valuation allowance expense. 

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.

ALTERNATIVES

There are none recommended.

ATTACHMENTS

Schedule 1 - Summary of write-offs

Schedules 2, 3 & 4 - Write-off details

Schedules 5, 6, & 7 - Write-off statistics
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A copy of this report can be obtained online at http://www.halifax.ca/council/agendasc/cagenda.html
then choose the appropriate meeting date, or by contacting the Office of the Municipal Clerk at 490-
4210, or Fax 490-4208.

Report Prepared by: Jerry Blackwood, CGA Operations Manager, Revenue 490-6470

Report Approved by: _________________________________________________

Cathie O’Toole, CGA Director of Finance, Chief Financial Officer 490-6308

Financial  Approval by: ___________________________________________________

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

http://www.halifax.ca/council/agendasc/cagenda.html
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