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TO: Mayor Kelly and Members of Halifax Regional Council
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Dan English, Chief Administrative Officer

Geri Kaiser, Deputy Chief Administrative Officer - 
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SUBJECT: Fiscal Health

ORIGIN

• Finance Section - Regional Plan
• May 12, 2009 Regional Council discussion of fiscal capacity as it relates Capital Cost

Contributions

RECOMMENDATIONS

It is recommended that Regional Council:

1. Define “Fiscal Health” for Halifax Regional Municipality as: 

a) the ability to meet existing financial obligations, both in respect of its service
commitments to the public and financial commitments to creditors, employees and others
and; 

b) the ability to continue to meet the needs of HRM’s citizens in the future by maintaining
or enhancing the level and quality of  services and programs and to finance new programs,
and; 

c) The ability to support HRM’s goals contained in the Regional Plan

2. Approve that Fiscal Health be measured by the key indicators included in the discussion
section of this report in order of priority as listed.   
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BACKGROUND

Prior to formally adopting Capital Cost Contributions’s for Bedford West, Regional Council
requested a Supplemental Report to address several issues, including the fiscal capacity of HRM to
invest in infrastructure. 
The Finance section of the Regional Plan states that:

“An important requirement for the economic well-being of a community is the financial health of
its municipal government in providing necessary services. HRM must provide services to its
citizens through sound financial management practices, adequate financial strategies, and
competitive and fair revenue generation.”

HRM currently reports on the financial health of the organization and the results of operations in
many ways.  HRM’s current reporting is based upon legislative compliance, and provision of
information for management and monitoring of organizational performance.   The current
reporting is not focussed specifically on fiscal health.  

The primary reporting processes are:
• annual consolidated financial statements which are audited by independent external

auditors (KPMG)
• monthly and quarterly reports that monitor revenues and expenditures as compared to

budget, as well as asset and liability balances  
• annual municipal indicators compiled by Service Nova Scotia Municipal Relations

(SNSMR).  A number of indicators are calculated based on the audited financial
statements, approved budget, financial information return, and assessment role.

• independent rating of credit worthiness by Standard and Poor’s
• municipal expenditures per dwelling unit and debt targets used in the budget process

The main issue that needs to be addressed now is Council approval of how we will define and
measure fiscal health. This report makes a recommendation to Council regarding the definition to
be used for Fiscal Health on a go forward basis, as well as some key indicators which HRM
Finance staff will incorporate into quarterly reporting to Council. 

DISCUSSION

The Fiscal Capacity of HRM to Invest in Infrastruture

The Settlement and Housing chapter of the Regional Plan states:  

“ S-3 Further to the principles of this Plan stated in section 1.4, HRM shall consider requests to

allow for the initiation of a secondary planning process to consider development of the six sites

for new growth provided that any such proposal serves to: 

(a) protect the fiscal health of HRM and its capacity to meet additional financial commitments;

and 
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 Regional Municipal Planning Strategy August 20061

http://www.halifax.ca/regionalplanning/FinalRegPlan.html - Settlement &
Housing

(b) address any deficiencies in municipal service systems which would be needed to service the

proposed area and the estimated cost of upgrades needed to provide a satisfactory service

level.”1

 The recommendations are based upon best practice research. (Attachment A)

Current Indicators

At the present time, the best independent and objective evidence of HRM’s fiscal capacity are the

Standard and Poors rating, and the municipal indicators as calculated and reported by Service

Nova Scotia Municipal Relations (SNSM

  More information on municipal indicators can be found at

www.gov.ns.ca/snsmr/muns/indicators.  

The 2008 indicators are not yet available. 

Reliance upon property taxes - HRM’s dependence upon property taxes is evidenced by taxes
as a percentage of total revenues.  Over the past six years, there has been little change in the
reliance upon property taxes.  

Liquidity - is a measure of a municipality’s ability to meet its current obligations, calculated by
dividing short term operating assets by short term operating liabilities.  Liquidity has declined
slightly over the past six years, partially due to two factors: a) Harbour Solutions project
spending, and b) increasing utilization of local improvement changes and capital cost
contributions, where the municipality bears the front end cost of capital projects, then gradually
recovers the costs through a Local Improvement Charge (LIC) or CCC.  HRM’s liquidity ratio is
still quite strong.  

http://www.gov.ns.ca/snsmr/muns/indicators.
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Debt Service Ratio - represents the current operating expenditures incurred for debt services,
therefore not available for other use.   This ratio is calculated by dividing total long term debt by
total own source revenue.  HRM’s debt service ratio has been improving since the
implementation of the Multi-Year Financial Strategy in 1998, and is well below the debt
servicing ratio limit recommended by Service Nova Scotia Municipal Relations of 15%. 
Additional information HRM’s existing debt policy and some proposed changes can be found in
the March 24, 2009 Report on “HRM’s Debt Servicing Plan.”

Debt Outstanding/Uniform Assessment - is a measure meant to indicate the level of total
outstanding long term debt, as a percentage of the municipality’s ability to raise revenues.  This
is calculated by dividing long term commitments by uniform assessment.  This measure is
relatively stable for HRM.  

Increase in Uniform Assessment (UA) - Uniform Assessment is a measure of a municipality’s
financial health as it looks at own-source revenue based as represented by the total uniform
assessment.  U.A. is the total of the taxable property assessments plus the value of grants
received from special property tax arrangements.  The increase in this measure as calculated by
SNSMR, indicates an increase in HRM’s ability to raise revenues over the last three years, and
may reflect a change in economic well-being of the municipality.  HRM exhibits growth in
economic well-being based on the increase in this measure.  On the down side, a higher than
average increase in U.A. indicates that expenditures for Provincial programs will increase. 
HRM’s increase in UA has been higher than average, so HRM’s percentage of cost sharing
relative to other municipalities is increasing.   

Commercial/Total Assessment - This measure shows the relative strength of the municipality’s
tax base.  A higher percentage indicates a higher revenue raising ability, as commercial tax rates
are higher than residential tax rates and therefore generate more tax revenue.  It is important to
note that the Halifax Chamber of Commerce has consistently raised competitiveness of
commercial taxation as a concern.  The SNSMR measure is calculated by dividing total taxable
commercial assessment including Business Occupancy by total taxable assessment.  HRM’s
indicator has fluctuated a bit over the past few years, not so much due to lessening commercial
growth, but rather due to growth in the residential assessment base. 

The Standard and Poor’s Rating is the best current evidence of HRM’s fiscal capacity, as it is
calculated based on a very thorough assessment of the municipality’s financial position, as well
as local economic activity, inter-governmental dependencies, and best practices.  HRM’s
Standard and Poor’s rating has steadily improved.  The most recent Standard and Poor’s Rating
is attached.  (Attachment B)

HRM does not have infinite fiscal capacity however, and it is important to bear in mind that there
are always choices to be made with respect to balancing competing priorities to meet service
needs and demands from residential and commercial tax payers, while trying to be mindful of tax
burden.  Additionally, it is difficult to predict what the impact of the current economic downturn
will be for the municipality, and how negatively it will affect the growth and development that
has been occurring in within HRM.  
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HRM as a Hub City

The data table below demonstrates that HRM’s uniform assessment, as a share of total provincial
uniform assessment has been steadily increasing.  The most recent Census data, (2006) indicates
that the population in HRM is 41% of the provincial population.  

The Conference Board of Canada has done a significant amount of work on Hub Cities.  This
material can be viewed on their website, including a report called : 

Canada's Hub Cities: A Driving Force of the National Economy
Report by Natalie Brender , Mario Lefebvre 
July 2006, Source: The Conference Board of Canada, 32 pages

The Conference Board of Canada concluded that not only is Halifax an engine for Nova Scotia,
but also for all of Atlantic Canada, and is the only regional economic hub city in Canada.  The
Conference Board of Canada and the Greater Halifax Partnership point out that helping Halifax
to reach its economic potential must be a provincial and regional priority as everyone benefits. 
The Fiscal Health of HRM, and therefore the Fiscal Health Indicators chosen by HRM, should be
of interest to other organizations and agencies concerned with HRM’s impact as a hub city on the
provincial and regional economy.  

Recommended Fiscal Health Definition and Indicators

The recommend definition for fiscal health based on best practice research, and based largely
upon Public Sector Accounting Board recommendations, and Standard & Poor’s
recommendations, is that 
Halifax Regional Municipality’s fiscal health should be measured by:

a) The ability to continue to meet existing financial obligations, both in respect of service
commitments to the public and financial commitments to creditors, employees and others
and; 

b) The ability to continue to meet the needs of HRM’s citizens in the future by maintaining
or enhancing the level and quality of  services and programs and to finance new
programs; and

c) The ability to support HRM’s goals contained in the Regional Plan

d) Key indicators included below in order of priority as listed
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The measurement of fiscal health should take into account the following information

requirements:

• The definition of Fiscal Health supports the goals of the Regional Plan and Council Focus

Areas;

• The definition of Fiscal Health can be quantified and measured and the measurements

verified by independent parties such as a credit rating agency or external auditors.

• The indicators used to measure fiscal health meet the characteristics of financial
indicators and information outlined in PSAB – Statements of Recommended Practise-1
and 4, understandability, relevance, reliability, comparability

Key indicators - in order of relevance to HRM’s goals:
1. Debt

2. Asset Condition

3. Sustainability indicators
i) assets to liabilities
ii) financial assets to liabilities
iii) debt to total annual revenues
iv) expense by function to total expenses
v) net debt to taxable assessment
vi) total expenses to taxable assessment

4. Vulnerability indicator
i) government transfers to total revenues

5. Flexibility indicators
i) public debt charges to revenues
ii) own source revenues to taxable assessment

6. Liquidity Ratio

7. Operating and other special reserve balances as a % of projected targeted balances,
including:
i) Variable Operating Stabilization Reserve
ii) Snow and Ice Reserve
iii) CCC reserves
iv) Solid Waste cell construction reserves

8. Commercial/Total Assessment
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It is important to note that HRM is currently able to report on all of the recommended indicators
in manner that can be independently and objectively verified, with one exception.  The one
exception to this, is asset condition.  HRM’s ability to report on asset condition in a way that is
quantifiable and verifiable will be improved significantly over the next two years following
PSAB 3150 (Tangible Capital Asset Accounting) policy compliance, and next phases of
operational asset management.   The best practice research report prepared by SDale Contract & 
Consulting Services (Attachment A)  states  “the primary need is to ensure that Council has an

approved, acceptable working definition of fiscal health, with associated indicators, so that staff,

Council, citizens and property owners all have a single, consistent understanding of how fiscal

health is being assessed and related decisions are made.”   

Debt is calculated by HRM now, and is used by  Standard and Poor’s to assess HRM’s credit

worthiness. Asset condition is produced now by asset class, but is based largely upon the

working experience of HRM’s asset managers, with the exception of streets and roads, and

sidewalks where there are actually condition rating systems and processes in place.   Like many

local governments, HRM does not have a lot of independently verifiable data related to asset

conditions. Over the next 5 years or so current estimates will be replaced asset class by asset

class with independently verifiable data. 

The best practice research indicates that to the extent that a local government does not raise

enough taxes to pay necessary operating expenses, fund capital needs, pay down debt, or save

money to avoid shocks from unexpected events, then the fiscal health of the organization

becomes impaired.  

“However, as municipalities across Canada and beyond know all too well, if debt and operating

budgets are the only focus and the condition of infrastructure is not factored in, all may look well

on the surface from a budget and debt perspective, but in fact, the fiscal health of the

organization is eroding as asset conditions decline.  Therefore, combining the measurement of

Net Debt with a measurement of Asset (capital asset) Condition provides a very complete and

powerful measurement of fiscal health.”  Page 11 (Attachment A)

BUDGET IMPLICATIONS

None

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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ALTERNATIVES

HRM Council could elect to use other Fiscal Health indicators, based on the indicators presented

in Attachment A.

ATTACHMENTS

Attachment A:  Fiscal Health Best Practices - SDale Contract &  Consulting Services

Attachment B: Standard & Poors Rating

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: Cathie O’Toole, CGA Director of Finance/CFO 490-6308

                                                                                                     

Financial Approval by: Catherine Sanderson, CMA Senior Manager Financial Services 490-1562

Report Approved by: _________________________________________________________

Bruce Fisher, CMA Manager of Fiscal & Tax Policy 490-7203

Report Approved by: _________________________________________________________

Cathie O’Toole, CGA - Director of Finance/CFO 490-6308

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









































































	Fiscal Health



