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February 23, 2010
TO: Mayor Kelly and Members of Halifax Regional Council

QF RN vy

SUBMITTED BY:
Cathie O’Toole, CGA - Director of Finance/CFO
DATE: February 19, 2010
SUBJECT: Third Quarter 2009/2010 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 (CRESPOQOL) as requested by
Regional Council on October 23, 2001;

. areport detailing Recreation Area Rate expenditures in accordance with the Recreation Area
Report Policy approved by Council on May 14, 2002; and,

. areport 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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DISCUSSION

Operating Statement:

At the end of December 2009, the HRM is projecting an operating deficit of $1,021,000. Business
Units are projecting a deficit of $2.7m which is partially offset by a surplus of $1.7m in fiscal
services.

The key projected changes from the business units’ budgets are as follows:

. The most significant issue is an increase in the projection for Winter Works Program by $5m.
This increase in costs is based on the number of storms incurred to date and estimated to the
end of the fiscal year. The projection will be adjusted based on the number of storms;

. The price of Diesel Fuel and Gas has reduced significantly since the budget was prepared.
A savings of $1.7m has been projected;

. There have been several areas where business unit revenues are projected to be lower. Most
significant is a reduction in transit revenue of $1.4m due to the slight, temporary reduction
in ridership that results from a fare increase was not in the model. Also, revenues from
building permits are down by $1.0m as a result of reduced construction activity;

. Key operational issues are increasing the costs in the business units. For example the level
of cleaning has been increased in HRM buildings to help prevent the spread of HIN1 and
some unbudgeted work such as the facilities study for Dartmouth North, the Citizen Survey
and support for various special events have increased the costs;

. The costs for the operation of Otter Lake facility has increased by a net of $750k and is offset
by an increase in the revenue from the sale of recyclables and recoveries of $400k;

. The allocation to computer purchases has been reduced by $750k; and,

. The business units are continuing to monitor hiring as a means of offsetting any anticipated
deficit. To date, vacancy savings are approximately $1.3m.

In Fiscal Services, the net projected surplus is the result of the following changes:
. Tax revenues of several tax agreement accounts were included in the general tax calculation.

To correct this, a reduction in tax revenue of $2.0m and a transfer of revenue to the Tax
Agreement account of $5.1m is required;
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. HRM’s proportion of the Nova Scotia Power - HST Offset increased by $475k above the
budgeted amount;

. Deed Transfer Taxes has been reduced by $430k as a result of reduced market activity;

. Revenue from Payments in Lieu of Taxes has decreased by over $960k as a result of

adjustments to the fire protection rate and adjustments to properties or portions of properties
that are subject to PILT or general tax rates;

. Interest revenue has increased by $174k as a result of a correction of the method of recording
interest paid to outside agencies net of a reduction in revenue from lower than budgeted
interest earnings;

. Debt Charges have decreased by $3.7m due to lower interest rates on the Spring 2009
Debenture and reduction in the amount of debt required to be funded under the Leveraged
Debt Strategy; and,

. The surplus from 2008/09, of $825,000, has been used to increase the fiscal services surplus.

Staff will continue to monitor all expenditures to attempt to reverse the deficit. Any deficit becomes
a charge on the subsequent fiscal year’s budget. Current planning for the 2010/11 budget is based
on no deficit from 2009/10.

Capital Fund Statements:

The Capital Statement as at December 31, 2009 is included as Attachment #3 to this report. The
statement shows projects by Business Unit, approved additions and reductions and funds available.
The total budget is made up of the balance forward from prior years, the 2009/10 approved capital
budget, plus budget adjustments approved in the current year.

Currently, the total budget for projects is $752.7m. The total amount spent and committed is
$590.9m, leaving an available amount of $161.8m (21%).

Included in the total budget is $16.2m of advanced funding related to purchases of buses. In
addition, a further $40.8m of projects have been closed or settled and $5.1m of projects for the
Halifax Regional Water Commission have been removed from the list.

During the first six months, there has been a net reduction of $2.8m in other project costs. The main
increases relate to buildings $2.4m, paving $3.4m, parks and trails $1.7m, reimbursement of
insurance costs $300k, transit $200k and software and other equipment $250k. These cost increases
are offset by cost sharing or reductions in other project funding such as traffic improvement projects
$730k and lower withdrawals from CRESPOOL $$950k. Also, there was a reduction of $9.1m as



Third Quarter 2009/2010 Financial Report
Council Report -4 - February 23, 2010

the Nova Scotia Department of Transportation and Infrastructure Renewal paid the costs of streets
outside of the urban core directly rather than the costs flowing through our capital projects.

District Capital Funds:
The report of expenditures from Councillors’ District Capital Funds is included as Attachment #4.
As of December 31, 2009, there is $825k available in the Funds.

Recreation Area Rate Accounts:

The details of the Recreation Area Rate Accounts are attached in Attachment #5. The Accounts
began the year with a surplus of $2.4m. As of December 31, 2009, $2.8m has been collected and
approximately $1.3m has been spent. The surplus balance as of December 31, 2009 is $3.9m.

Reserves Statement:

The net reserve balances at December 31, 2009 were $129.8m. There are approximately $87.9m of
transactions that have been approved but have not yet occurred. The net available funds is $41.9m.
This is a decrease of $8.5m in reserve funds from the 2009/10 Reserve Budget. The net decrease can
be attributed to the following significant increases (decreases) to the budgeted reserves balances:

. Land purchases (421,000)
. Reduction in anticipated land sales in business parks (2,100,000)
. Net reduction in interest revenue and

interest on debentures (902,000)
. Park improvements - Laura Lively Park (21,000)
. Recreation facility operations and service

delivery review (81,000)
. Fire fighter respirator apparatus (133,000)
. Reimbursement from insurance deductible 377,000
. Additional funding for police officers 264,000
. Funds not required to fund projects 1,240,000
. Mainland Commons Artificial Field (1,100,000)
. Otter Lake - Front End Processing Plant (2,480,000)
. Ragged Lake Transit Facility (3,600,000)
. Other Items (631,000)

Further reserve details are included in Attachment #6 to this report.

Capital Reserve Pool Balance:

As of December 31, 2009, the balance in the Capital Reserve Pool (CRESPOOL) is a deficit of
$351k. Additional project changes are anticipated by year end to eliminate this deficit. A summary
of the details of the amounts transferred in and out are included in Attachment #7 to this report.
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Changes to Cost Sharing for Capital Projects:
This quarter, HRM received cost sharing for 12 projects totalling $2.4m. Complete details of the
amounts received and the associated capital projects are included in Attachment #8 to this report.

BUDGET IMPLICATIONS
The Business Units and Finance will continue to monitor all revenues and expenditure.

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, 2009 to
December 31, 2009 with comparative data for the prior fiscal year - Net Expenditures, Gross
Revenue and Gross Expenditures with explanations.

2. Halifax Regional Municipality Operating Fund Balance Sheet as at December 31, 2009.
3. Halifax Regional Municipality Capital Statement as at December 31, 2009.

4. Report of Expenditures in the Councillors’ District Capital Fund to December 31, 2009.
5. Report of Expenditures in the Recreation Area Rate Accounts to December 31, 2009.

6. Halifax Regional Municipality Reserve Funds Projection to December 31, 2009.

7. Capital Reserve Pool (CRESPOOL) - Details of Amounts Transferred In and Out to
December 31, 2009.

8. Changes to Cost Sharing for Capital Projects for October 1, 2009 to December 31, 2009.

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: Louis de Montbrun, CA, Manager, Accounting Operations 490-7222



Halifax Regional Municipality
Explanation of Projected Surplus (Deficit)
For the Year ending March 31, 2010
as of December 31, 2009

Net Surplus/ (Deficit)

L

CAO Office - The deficit is the result of retroactive Councillors’ pay ($235k) offset by savings from delay in
implementing Communications Council Focus Area Initiatives.

Fire Services - The surplus in Fire is related to vacancy savings ($1.4 M); Urban search & rescue program on hold
($583k), savings in non-compensation ($108k) offset by deficits caused by over-time ($1 .6M) and various other
deficits ($486k).

Finance - The surplus is the result of vacancy savings.
Human Resources - The surplus is the result of vacancy savings.

Transportation & Public Works - The deficit is mainly related to the Winter Works Program ($5m) including:
increased overtime costs due to realignment of staff to winter works; salt usage; contract services and equipment rental.
Budgeted snow events for the season are: 4 Major (over 15 cm), 8 Average (5 to 15 cm), 9 Minor (under 5 cm), 3
Freezing rain and 40 salting events. The actual events up to December 31" are; | Major, 4 Average, | Minor and 7
salting events. Projections are based on the estimated number of storms for the remainder of the fiscal year plus what
has transpired to date. Additional deficits include: Conventional Transit revenue being lower than expected ($1.4m);
projected increase in solid waste management contract ($1m); unbudgeted snow removal costs for increased portfolio
(Tantallon and Cobequid Transit Terminals and Captain Wm. Spry Walkways) ($45k); enhanced level of service
requirement for various facilities for cleaning and tenant services ($200k); Metro Transit overtime costs associated with
special events (Tall Ships, Bluenose Marathon, Crosby Parade and World Canoe Championships) ($200k);
beautification and cleaning costs for World Canoe Championships and Tall Ships ($100k); and revenue from Cemetery
plot sales being lower than budget (§150k). The overall deficit is offset by fuel savings in Metro Transit due to a
reduction in current world market prices of fuel (§1.7m); increased revenue in Solid Waste for sale of recyclables and
recoveries from external parties ($400k); refund for lower operating fee at Otter Lake for 08/09 ($250k); a surplus in
snow removal costs in Facility Operations due to contract change to performance based contract ($400k); plus vacancy
savings ($360k).

Infrastructure and Asset Management - The surplus is related to vacancies ($308k), savings in other goods and

" services ($186k), contract services ($130k) offset by a deficit in consulting fees ($70k) and other minor areas ($22k).

Community Development - The nominal surplus (89.6k) is due to several factors, including: projected deficit in all
revenue sources associated with construction permits and subdivisions due to economic downturn ($1m); unbudgeted
operating costs for Canada Winter Games project office (Value in Kind) ($112k); unbudgeted consulting services
related to the facility study for the Dartmouth North Community Centre ($100k). The deficit is offset by increased
revenues in facility rentals and recoveries from external parties ($205k) plus steps taken by the business unit to limit
spending by: reducing special projects ($811.4k) and delaying backfilling of positions ($212k).

Regional Police -The surplus is due to increased revenue for staff secondments and vacancy savings ($53 1k), savings
in equipment (8192k), and fleet cost savings ($127k). The savings are offset by increased overtime costs ($459k),
external costs ($166k) and various other costs ($47k).

Business Planning & Information Management - The surplus is due to an increased recovery from HRWC for
Service Level Agreement ($130k); computer equipment savings ($750k); vacancy savings (8490k); recoveries for
access applications and Federally funded position and 911 recovery ($46k); plus recovery from Senior Advisor Public
Safety GIS ($40k). The surplus is offset by Citizen survey (875k) and Value In Kind for Canada Games ($30k) and
increases in various other areas (3102k).

Other Business Unit Net Surplus - The surplus is primarily related to the cost per officer finalized by the Province
being lower than budgeted in Outside Police (352k) and legal costs being higher than budget in Legal Services (830k).

(599,900)

4,700

221,700

191,000

(4,984,900)

532,000

9,600

178,000

1,248,600

13,000

TOTAL BUSINESS UNIT NET SURPLUS/(DEFICIT)

(52,686,200)




FISCAL SERVICES VARIANCE ANALYSIS

| NetSurpluy/.
| eicin,

Property Taxes - The deficit is due to variances on Commercial & Business Occupancy taxes due to tax agreement
accounts being included in the general rate at full taxation rather than the Tax Agreement amount and appeals
processed before the final tax bill (§2.8M); in additional the tax agreement amount budgeted for several tax agreement
accounts was moved from Property Taxes to Tax Agreements (35.0M); Commercial Forest taxes higher than budget
(8115k surplus); Residential property tax appeals lower than budget ($386k).

(87,337,600)

¢ Tax Agreements - The surplus is due to the reallocation of Commercial & Business Occupancy taxes for several tax 5,154,800
agreement accounts which were originally included in the general rate at full taxation rather than the Tax Agreement
amount. The surplus is partially offset by reductions in a number of smaller tax agreements as the actuals have come in
at less then budget. ’

* Deed Transfer Tax - The deficit is due to reduced commercial activity compared with the previous year. {430,000)

+ Payments in Lieu of Taxes - The deficit relates to adjustments to the fire protection rate and adjustments to the (968,900)
properties or portion of properties that are subject to PILT or the general tax rate.

+ Own Source Revenue - The deficit is the result of lower interest due to clean up of o/s receivables; the drop in prime (858,500)
rate and reduced interest revenue on investments. This is partially offset by the savings in the Interest on Reserves
category as noted below.

¢ Unconditional Transfers - The surplus is due to HRM’s proportion of the HST Offset account being higher than 475,000
budget.

* Debt Charges/Reserves- The surplus is due to lower than budgeted interest paid for the Spring 2009 Debt issue and a 3,745,000
reduction in the amount of debt required to be funded under the Leveraged Debt Strategy.

* Interest on Reserves - The surplus is due to reduced interest payments to reserves to align with budget in reserves; 1,032,000
offset by reduced interest receivable on investments (shown above in Own Source Revenue).

* Surplus Prior Year - The surplus relates to the posting of the surplus for the prior fiscal year. 825,000

* Total of all other categories of Fiscal Services where the projection is within $100,000 of budget. 28,000

TOTAL PROJECTED FISCAL SERVICES SURPLUS/(DEFICIT) $1,664,800

NET PROJECTED OPERATING SURPLUS (DEFICIT)

(8 1,021,400)
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Halifax Regional Municipality
Statement of Financial Position - Operating only

December 31, 2009, with comparative figures for 2008 and March 31, 2009

{In thousands of dollars)

December 31, December 31, March 31,
2009 2008 2009
Financial Assets
Cash and short-term deposits 108,699 112,222 85,719
Tax (net of allowance) 40,156 43,974 29,691
Local improvement charges 9,057 7,666 8,085
Federal government and its agencies (net of allowance) 7,468 6,404 3,668
Provincial government and its agencies (net of allowance) 9,911 9,088 9,599
Other receivables (net of allowance) 14,819 14,183 23,879
Loans, deposits, and advances 2,669 1,926 2,825
Investments 123,387 106,760 67,455
316,166 302,223 230,921
Liabilities
Federal government and its agencies 189 159 46
Provincial government and its agencies 1 1 4
Own funds and agencies 102,074 61,091 114,291
Trade accounts 7,929 9,090 18,667
Accrued liabilities 41,118 16,821 43,894
Prepayment of taxes 56 - 14,318
Deferred revenue 6,942 40,261 22,708
Employee future benefits 20,977 19,757 29,231
179,286 147,180 243,159
Net Financial Assets 136,880 155,043 (12,238)
Non-Financial Assets:
Inventory and prepaid expenses 8,461 7,930 7,432
Net Assets 145,341 162,973 (4,806)
Municipal Position
Recoveries from future revenue (5,688) (6,208) (5,688)
Fund balances:
Current Fund 10,588 7,933 882
Net Income (Year To Date) 140,441 161,248
145,341 162,973 (4,806)
Total Municipal Position 145,341 162,973 (4,806)
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Halifax Regional Municipality
_ . Reserve Report )
As of December 31, 2009

Q101 B Land Purchase - CN Lands Chester Spur Line Halifax o L. %230, 000 i o
Interest adjustment due to Umlng and rate ﬂuctuatzon i %4, 037 i o
Remstated commitments - - Artificial Sportsﬁeld and Front End R <} 579,999 © . $3.814,036

Qo3 =~ 7 ‘Closed capital projects - remaining commitment released B -
Interest adjustment due to timing and rate ﬂuctuahon 77777 ) (373,068}

Qo5 Jntergst adjustment due to timing and rate fluctuation _(331.258)

Approved Councﬂ Report Laura LNer Park Improvements
:Closed capntal _projects - remammg commltment reIeaseq L
Ad;ustment available balance to reﬂect actuaI 3/31/09 o
 Interest adjustment due to hmmg and rate ﬂuctuanon o

] (345 505)I
(562, 459)¢
(34, 063)

(348, 078)]

(385, 562)
| B tBudget adjustment -Land sales that are not golng ) to happen o $2, 109,185 | 1 B o
- nterest adjustment due to timing and rate ﬂuotua n__ - $20,685 | $1,998,232

($109 353)
_$300, 000 L

_$187.497

_$926

. (s8621)

Q12757W |Closed capital projects - remaining commitment released -
o wLInterest adjustment due to timing and rate ﬂuctuatlon o e ($53,460)
Q128 losed capital projects - remaining commitment released o T
) __.Council approved - vehicle  purchase R L
B ] Interest adjustment due to timing and rate ﬂuctuatxon N . $60,197
I
Qe |Interest adjustment dus to timing and rate fiuctuation $21.460
Q3o Interest  adjustment due to timing and rate fluctuation T $22752
Q131 " "Approved Council Report - Utilities Common Trench Study T 0 $13000 o
{Interest adjustment due to timing and rate ﬂuctuatlon R IR 7 154 f . $15154
Q13 Unbudgeted revenue - Clayton Park Capital Cost Contrbuton | (358, 284) o
Interest adjustment due to timing and rate fluctuation N R ($625)I _ __{%56,909)
Q134 “Intere,st adjustment due to timing and rate fuctuaon " 1 (7544,73,73)5 C (344373)
B . i
Subtotal

D o $5,417,589




Halifax Reglonal Municipality o : o o
L 7 Reserve Report . o
- AsofSeptember3o,2008 <~ T 1 - B

Qs Qf'b'ﬁt,étes?,a'dﬂis'ﬁneotdﬁé;mf'?viifié"afnf{ra'fé,ﬂt@wbﬁri;,;f s
| i

. Interest st adjustment due 1 timing and rate fiuctuation i o
,,,F@PB‘PY?Q Budget Withdrawal for Ragged Lake Facity

L $152155
__ $3,600,000 |

($372,232)

ISEDHMA Hockey Toumament
iInterest adjustme

|Recreation Facilty Operations and Se
... Budgetadjustment
_ . . iInterest adjustment dus to timing

0 Delivery Review

- B T e m
Q320 _ Interestadjustment due to timing :
_ iCorrectionof OCC_

nterest adjustment due f timing and rate fluctuation

| Interest adjustment due to timing and rate Auctuation
‘ L

Q324 linterest adjusiment due o timing and rate fuctuation 83
| -

Qs . {Unbudgeted revenue - excess funding for poice T T
- Interest adjustment dua to timing and rate fuctuation

($262,456)

$8,464,333
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Project # and Name Date Approved by | Cost Sharing Partner Amount Explanation
Tender - 08-248 Paving Renewal and Watsr Main Sept 1 CAQ Halifax Water $7.719.08|Unsuitable base of the road
Renewal - Terra Nova Avenus (Gander to Badger} it was necessary to replace
- East Region - Purchase Order and Budget with additionat gravel.
Increase
Capital Budget Increase, Energy Efficiency Sept 8 Councit Province of Nova Scotia $1,343,765.00{ Secured additional cost
Projects EcoTrust Program sharing.
See above FCM (GMF 7042) $100,000.00
See above Heritage Gas Rebate Program $30,000.00
Halifax Water Cost Sharing - Capital Budget Sept 8 Coungcil Halifax Water $213,200.00{Adjustments to Halifax
Increase Water hardware during the
2008/09 construction
season.
See above Halifax Water $275,000.00
Capital Budget Increase - Jason MacCullough Sept 15 Director Shirley Mcfeters c/o United $4,385.39]Additional source of
Park, Dartmouth ' Way funding.
Capital Health Cost Shared Funding - Tender No. Sept 22 Council Capital Heaith $147,634.00{Construction of the left turn
08-211 Robie Street Improvements holding tane at the Halifax
Infirmary driveway.
Capital Budget increase, CPX01017 - Abbey Park Sept 29 Director Haliburton / Highbury $14,040.55]Additional source of income
Residents Association became available after
budget approval.
Tender 09-220 - Pavement and Watermain Oct 13 Director Halifax Water $7,063.91]|Budget increase to
Renewal, Thin Overlay, Downs Avenue (Brook pavement and watermain
Street - Milsom Street) - Cost Sharing Budget renawal project.
Increase
Tender - 09-224 - Pavement Renewal Glenwood Oct 13 Director Halifax Water $16,912.66]{Budget increase to
Avenue - Cost Sharing Budget Increase pavement renewal project
Glenwood Avenue.
Request for additional funds - Tender # 08-160 - Oct 20 Council Halifax Regional Schoot Board $270,000.00| Contract increase for soit
Former C A Beckett School Soil Remediation remediation at former C A
Beckett School.
Tender 09-216 Pavement, Curb and Sidewalk Nov 12 Director Halifax Water $4,223 29 Paving Renewal Program
Renewal, Seaforth Street, West Region - Cost
Sharing Budget Increase
Award - Unit Price Tender No. 09-205_ Almon Nov 25 CAOQ Halifax Water $9,808.00|Project was extended to
Street (Robie St. to Agricola St.), Resurfacing - include paving of the
West Region - Purchase Order and Cost Sharing intersection and extra work
Budget Increase requested by Halifax Water.
Tender 09-284 Pavement Renewal & Curb Dec 2 Director Halifax Watar $11,543.53|Based on final quantities
Renewal, Rufus Avenue (Hillcrest Street-Alex determined during
Street) West Region - Cost Sharing Budget construction.
Increase
Total $2,455,295.42
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