HALIFAX

P.O.Box 1749
Halifax, Nova Scotia
B3J 3A5 Canada

Item No. 11.3.1

Halifax Regional Council
March 10, 2015

TO: Mayor Savage and Members of Halifax Regional Council

Original Signed

SUBMITTED BY:
Councillor Bill Karsten, Chair, Audit & Finance Standing Committee
DATE: February 27, 2015
SUBJECT: Third Quarter 2014/2015 Financial Report
ORIGIN

February 20, 2015 meeting of the Audit & Finance Standing Committee, Item No. 9.1.1.
LEGISLATIVE AUTHORITY

The principle role of the Audit & Finance Standing Committee is to provide advice to Council on matters
relating to Audit and Finance. [n particular, section 3.2.6 of the Audit & Finance Standing Committees
Terms of Reference which states “Review , as required, any other policies, procedures, forecasts, reports
or process as agreed to mutually by the Municipality's CAO and the Committee.

RECOMMENDATION

It is recommended by the Audit & Finance Standing Committee that Halifax Regional Council

approve the withdrawal of up to $3,101,000 from the following reserves to eliminate the 14/15 General
Rate Deficit that is projected as at December 31, 2014; $1,700,000 from Q309 Snow and ice Control
Variable Operating Reserve, $300,000 from Q306 Self insurance Reserve and $1,101,000 from Q328
Operating Surplus Reserve.

The attached staff report dated February 9, 2015 has been provided to Halifax Regional Council as an
information item.
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BACKGROUND

Quarterly financial reports are provided to the Audit & Finance Standing Committee before being
forwarded to Halifax Regional Council. The Third Quarter 2014/2015 Financial Report dated February 9,
2015 was before the Audit & Finance Standing Committee for consideration at its meeting held on
February 20, 2015.

For further information please refer to the attached staff report dated February 9, 2015.

DISCUSSION

Staff provided a presentation on the Third Quarter Financial Report and answered questions from the
committee in relation to the proposed reserve withdrawals required to eliminate the projected 2014/2015
General Rate Deficit. The Audit & Finance Standing committee reviewed this matter at its meeting held on
February 20, 2015 and forwarded the recommendation to Halifax Regional Council as autlined in this
report.

FINANCIAL IMPLICATIONS

As outlined in the attached staff report dated February 9, 2015,

COMMUNITY ENGAGEMENT

All meetings of the Audit & Finance Standing Committee are open to the public. The agenda and reports
are available online in advance of the meeting.

ENVIRONMENTAL IMPLICATIONS

Nat applicable.

ALTERNATIVES

The Audit & Finance Standing Committee did not discuss alternatives.

ATTACHMENTS

1. Staff report dated February 9, 2015.

A copy of this report can be obtained online at http://www.halifax.ca/council/agendasc/cagenda.php then choose the
appropriate meeting date, or by contacting the Office of the Municipal Clerk at 902.490.4210, or Fax 902.490.4208.

Report Prepared by: Liarn MacSween, Legislative Assistant, 902.490.6521




HALIFAX

P.O. Box 1749
Halifax, Nova Scotia Attachment 1

B3J 3A5 Canada
Item No. 9.1.1

Audit & Finance Standing Committee
February 20, 2015

TO: Chair and Members of Audit & Finance Standing Committee

Original Signed
SUBMITTED BY:

Richard Butts, Chief Administrative Officer

Original Signed

Greg Keefe, Director, Finance & Information, Communication and

Technology/CFO
DATE: February 9, 2015
SUBJECT: Third Quarter 2014/2015 Financial Report

ORIGIN

Staff has committed to provide Council with quarterly financial reports including:

e areport of the projected General Rate surplus/deficit by area;

e a report detailing District Capital expenditures in accordance with the District Capital Fund Policy
approved by Council on July 31, 2007,

e a report detailing District Activity expenditures in accordance with the District Activity Policy
approved by Council October 7, 2003;

e regular updates on the balance in the Capital Reserve Pool (CRESPOOL) as requested by
Regional Council on October 23, 2001;

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

e areport of Project budget increases related to cost-sharing, with no net impact to HRM as per the
policy approved by Council April 24, 2007 and amended May 2013.

LEGISLATIVE AUTHORITY

Halifax Regional Municipality Council approved, December 11, 2012, that all budget increases are to be
presented to the Audit and Finance Standing Committee, prior to submission to Council.

Halifax Charter, section 93(1) - The Council shall make estimates of the sums that are required by the
Municipality for the fiscal year; Halifax Charter, section 79(1) - Specifies areas that the Council may
expend money required by the Municipality; Halifax Charter, section 35(2)(d)(i) - The CAO can only
authorize budgeted expenditures or within the amount determined by Council by policy; Halifax Charter,
section 120(6) - The Municipality may maintain other reserve funds for such purposes as the Council may
determine; Halifax Regional Municipality policy on Changes to Cost Sharing for Capital Projects -
Changes requiring Council approval; and the Halifax Regional Municipality Reserve Policy - No reserve
funds will be expended without the CAO’s recommendation and Council approval.

Recommendation on Page 2
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RECOMMENDATION

It is recommended that the Audit & Finance Standing Committee:

1. Recommend to Regional Council to approve the withdrawal of up to $3,101,000 from the

following reserves to eliminate the 14/15 General Rate Deficit that is projected as at December
31, 2014; $1,700,000 from Q309 Snow and Ice Control Variable Operating Reserve, $300,000
from Q306 Self Insurance Reserve and $1,101,000 from Q328 Operating Surplus Reserve.

2. Forward the Third Quarter 2014/15 Financial Report to Regional Council for their information.

DISCUSSION

Operating Statement:
At the end of December 31, 2014, HRM had projected a General Rate deficit of $3.1m (Attachment #1).

The business units have a projected surplus of $2.3m which is offset by a deficit of $5.4m in Fiscal
Services.

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

CAO projected a surplus of $624k primarily due to vacancy savings ($500k), grant and
sponsorship funding ($65k), community event expense savings ($30k) and a net surplus in non-
compensation related items ($29k).

Fire Services projected a deficit of $37k primarily due to decreased revenue from Fire Prevention
Inspections that were planned to start but are not going forward ($200k). A significant amount of
overtime ($1.9m) is being covered with savings from vacant positions ($2.1m). Miscellaneous
non-compensation adjustments have further contributed to the deficit ($37k).

Finance & Information, Communication and Technology projected a surplus of $699k. Vacancy
savings ($775k), less than anticipated costs for the Print Smart Project due to a delay in
deploying technology due to technical issues ($550k), reductions in computer purchases ($250k)
and other miscellaneous net savings ($50k) are offset by increased costs to support IT initiatives
($586k), unbudgeted computer software and license costs ($255k) and a reduction in revenue
($85k).

Human Resources projected a surplus of $184k primarily due to vacancy savings ($366k),
partially offset by consulting costs related to HR Service Review ($100k) and net costs in other
non-compensation items ($81.6k).

Transportation and Public Works projected a deficit of $1.2m. Increased revenues ($498.5k), and
vacancy savings ($1.6m) are offset by pothole repairs and asphalt work required before winter
($800k), an increase in contract costs for traffic lights ($242k), removal of tree roots ($310k),
snow & ice operations ($1.7m), funding for positions in Parks and Recreation but paid by TPW
($284k) and miscellaneous net overages ($11Kk).

Halifax Transit projected a surplus of $441k which will be carried forward to 2015/16 resulting in
revenue equalling expenses. The surplus is primarily due to Local, Regional and Commercial
Transit tax revenues being slightly higher than budgeted (210k), compensation surplus related to
wage step savings in the ATU contract, vacancies and changes to scheduled expansion ($2.1m).
Savings in fuel due to declining pricings ($900k), savings due to expansion delays ($360k) and
net savings in various non-compensation items ($216k). The surplus is partially offset by fare
revenue being lower than what was predicted from the expansion of services ($500k), additional
bus maintenance costs ($1.1m), overtime costs to cover vacancies and the additional work in bus
maintenance ($745k) and additional costs to maintain transit facilities ($1m).
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Planning & Development projected a surplus of $872k as a result of vacancy savings ($646k) and
Development permit revenue ($690k). Partially offsetting this surplus is a deficit for summary
offence tickets revenue ($380k) and other miscellaneous areas ($84k).

Parks and Recreation Services projected a surplus of $1.1m resulting primarily from increased
revenues from facilities rental, aquatic, oval, play and camp program revenue ($244k), vacancy
savings ($363k), funding for positions in Parks but paid from TPW ($284k) and savings in non-
compensation areas ($332k). These are partially offset by a deficit in wage costs for Bedford
Hammonds Plains Community Centre ($89k) and an operating loss at Sackville Sports Stadium
($68K).

Halifax Regional Police projected a surplus of $97k primarily due to vacancy savings ($1.5m),
various recoveries including secondments and record check revenue ($424k) and outside policing
due to reduced joint investigations with the RCMP ($150k). The surplus is partially offset by
increased costs for equipment, communications and training ($1.2m), overtime required for
operational requirements ($581k) and net costs in other non-compensation items ($196k).

Outside Police Services (RCMP) projected a surplus of $99k due to actual contract costs billed by
the Provincial Department of Justice being lower than budget.

Operations Support projected a surplus of $443k due to vacancy savings and internal labour
chargebacks ($763k); lower than budgeted oil prices and reduced fuel consumption due to
change in Fire and Emergency Services medical response protocol ($384k); termination of the
property management agreement at Alderney Gate resulting in savings in operating costs for the
building ($217k); lower than budgeted new contracts for snow removal and ice control services
($195k); and net savings in various accounts ($60k). The surplus is partially offset by increased
operating costs for the transitional properties due to disposal of surplus properties not occurring
as planned ($803k); and external resources required to cover staff sick time, long-term disabilities
and vacancies ($373k).

Library projected a deficit of $627k due to funding shortfall on the employer’s share of matched
pension contribution and costs to operate new Library are higher than anticipated.

In Fiscal Services, the key changes resulting in a projected deficit of $5.4m are as follows:

Increase in Payments in Lieu of Taxes of $1.1m due primarily to increased land value for Citadel
Hill.

Deed Transfer Taxes were projected at $4m under budget reflecting reduced sales activity in the
real estate market.

The projected deficit in Insurance of $2.1m is primarily the result of unexpected expenditures of
$2.6m for the emergency response to, and remediation of, a diesel fuel leak at a Halifax Transit
Facility.

Projected surplus of $1.4m in Capital from Operating is due primarily to the receipt of unplanned
Transit funding from the Province of Nova Scotia used to partially offset planned transfers.

Projected surplus of $409k for the Barrington Street Heritage Incentives Program is due to lower
than anticipated development activity in 2014/15.

Increase in Provision for Valuation Allowance to reflect increased collection risks on Citadel Hill
PILT account ($1.9m) and other general receivable accounts ($400k).

Consolidated Financial Statements:
The unaudited consolidated financial statements of HRM are included as Attachment #2.



Third Quarter 2014/2015 Financial Report
Audit & Finance Standing Committee -4 - February 20, 2015

Project Statement:

The Project Statement as at December 31, 2014 is included as Attachment #3 to this report. The current
budget for active projects is $928m. The actual expenditures as at December 31, 2014 were $682m and
commitments were $84m, resulting in total actuals and commitments of $766m, leaving an available
balance of $162m.

Capital Projection Summary:

The Capital Projection Summary is included as Attachment #4. The 2014/15 capital work plan, approved
by Council April 1, 2014, totalled $215,248,000. As at December 31, 2014 project managers have
projected that expenditures for the twelve (12) months ending March 31, 2015 will total $204.7m, which is
5.0% less than the budgeted work plan. We anticipate $161.4m will be available to carry over to 2015/16.
Funding available for current projects has increased since the second quarter by $39m due to advanced
budget approval for select 2015/16 projects by Council December 3, 2014 and by $6m due to Council
approved budget adjustments during the third quarter.

The March 31, 2015 total projected expenditures are $613k lower as at the end of the third quarter than
the second quarter estimate. The change is due to refinement of projected information.

The summary table by budget category highlights a high-level status of projects:

e Buildings, Equipment & Fleet, Roads & Streets and Sidewalks all have a negative variance to
work plan but positive variance to funding available. This indicates that project managers
anticipate completing the current year's commitments and additional commitments carried over
from prior years.

e Industrial Parks, Halifax Transit and Traffic Improvements are projecting less than the 2014/15
work plan. The detailed projects within these categories reflect work plans requiring upfront
approval for extended plans, such as land acquisition opportunities and large multi-year contract
awards.

District Capital Funds:
The report of expenditures from Councillors’ District Capital Funds is included as Attachment #5 and
shows that $2.9m of the $3.3m budget has been expended or committed.

District Activity Funds:
The report of expenditures from Councillors’ District Activity Funds is included as Attachment #6 and
shows that $44k of the $69k budgeted has been spent.

Recreation Area Rate Accounts:

The details of the Recreation Area Rate Accounts are in Attachment #7. These Accounts began the year
with a surplus of $6.0m. $2.0m in Area Rate revenue has been earned and $1.8m has been spent,
leaving a surplus of $6.2m.

Reserves Statement:

The reserve balances at December 31, 2014 are $187.3m. There are approximately $98.3m of approved
transfers out and revenue of $32.2m that is pending to March 31, 2015. The net projected available
funds as at March 31, 2015 are $121.2m. This is a decrease of $33m from the 2014/15 Reserve Budget.
The net decrease can be attributed to the following significant decreases (increases) to the budgeted
reserves balances:
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Summary of Unbudgeted Reserve Transactions by Type
As of December 31, 2014

Decrease (Increase)
in Projected Reserve

Balance
Approved Council expenditures/pending Council approvals to increase transfers from
reserves to fund either capital projects or operating costs 20,353,421
Decreased revenue as land sales are projected to close after March 31, 2015 13,242,137
Decrease in other revenue is due to increase in parkland dedication fees, vehicle
sales and non-development penalties offset by a decrease in transfers from operating
to LED reserve as purchase of street lights was delayed 311,890
Net adjustments to commitments reflects reduction in transfers required to fund
capital projects, operating fund or transfers within reseres (723,807)
Increase in interest earned on resenes (135,285)
Total decrease in reserve balances 33,048,356

Further reserve details are included in Attachment #8 to this report.

Capital Reserve Pool Balance:

Any unexpended debt budget in a project, at the completion of that project, will be moved to CRESPOOL
and will be used to cover cost overruns on approved projects and/or to reduce the amount of long-term
debt required to fund the Project Budget of the following fiscal year. Attachment #9 shows the balance in
the Capital Reserve Pool (CRESPOOL) as $266.4k, as of December 31, 2014.

Changes to Cost Sharing for Projects:

For the nine month period ended December 31, 2014, HRM received cost sharing for 35 projects totalling
$8.2m. The increase relates to cost sharing from Halifax Water, Province of Nova Scotia and Heritage
Gas. Complete details of the amounts received and the associated projects are included in Attachment
#10.

Miscellaneous Trust Funds Financial Statements:

The unaudited financial statements of the miscellaneous trust funds of HRM are included as Attachment
#11 and show equity of $7.6m.

FINANCIAL IMPLICATIONS

The reserves recommended to be used to fund the 2014/15 projected deficit are as follows:
Detailed Budget Summaries

Budget Summary, Snow and Ice Control Variable Operating Reserve, 0309

Projected available balance March 31/15 $ 4,422,478
Per recommendation of withdrawal $(1,700,000)
Revised projected available balance March 31/15 $2,722,478

Budget Summary, Self Insurance Reserves, 0306
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Projected available balance March 31/15 $4,228,349

Per recommendation of withdrawal $ (300,000)

Revised projected available balance March 31/15 $3,928,349

Budget Summary, Operating Surplus Reserve, 0328

Projected available balance March 31/15 $ 5,184,908
Per recommendation of withdrawal $(1,101,000)
Revised projected available balance March 31/15 $ 4,083,908

COMMUNITY ENGAGEMENT

N/A

ENVIRONMENTAL IMPLICATIONS

N/A

ALTERNATIVES

1. Audit and Finance Standing Committee may choose not to approve the proposed recommendation.

2. Audit and Finance Standing Committee may approve the proposed recommendation subject to
requested modifications.

ATTACHMENTS

1. Halifax Regional Municipality Operating Results Projected to March 31, 2015.

2. Halifax Regional Municipality Unaudited Consolidated Financial Statements for December 31,
2014.

3. Halifax Regional Municipality Project Statement as at December 31, 2014.

4. Halifax Regional Municipality Capital Projection Summary as at December 31, 2014.

5. Report of Expenditures in the Councillors’ District Capital Funds to December 31, 2014.

6. Report of Expenditures in the Councillors’ District Activity Funds to December 31, 2014.

7. Report of Changes in the Recreation Area Rate Accounts to December 31, 2014.

8. Halifax Regional Municipality Reserve Funds Projected to March 31, 2015.

9. Capital Reserve Pool (CRESPOOL) - Details of Amounts Transferred In and Out to December
31, 2014.

10. Changes to Cost Sharing for Projects Approved by Council, Directors, DCAO or CAO to
December 31, 2014.

11. Miscellaneous Trust Funds Unaudited Financial Statements for December 31, 2014.
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A copy of this report can be obtained online at http://www.halifax.ca/boardscom/SCfinance/index.php 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: Fiona Fillmore, Acting Manager, Accounting Service Delivery, 490-565

Original Signed
Report Approved by:

Louis de Montbrun, Manager, Financial Reporting, 490-7222
Original Signed

Report Approved by:

Greg Keefe, Director, Finance & Information, Communication and Technology/CFO,
490-6308




Attachment #1

Halifax Regional Municipality
Operating Results Projected to March 31, 2015



Halifax Regional Municipality
Operating Results
For the Period from April 1, 2014 to December 31, 2014

Business Unit Budget Current  Projected Results Projected Current Year to % Actual to Budget Prior Prior YTD Actual
Fiscal Year To March 31, 2015  Surplus/(Deficit) Date Actual Projection Fiscal Year 13/14

Office of the Auditor General 865,000 865,000 - 531,272 614% 851,000 489 637
CAO 12,854,100 12,230,150 623,950 8,969,816 73.3% 12,573,000 9,149617
Fire & Emergency Services 57,752,300 57.789,100 (36,800) 42 983,110 74 4% 55,968,000 40,991,207
Finance & ICT 28,175,600 27,477,080 698520 20,034,772 72.9% 26,502,000 19,029,767
Human Resources Services 5,484,300 5,299 900 184,400 3,828,178 72.2% 5,720,000 3,796,150
Legal Services 3,182,100 3.102.600 79,500 2,195 811 70.8% 3,148,000 2,132,523
Transportation & Public Works 87.752,500 88,932,750 {1,180,250) 58,240,810 65.5% 87.814,400 59,331,241
Halifax Transit - - - - 0.0% 71,900 .
Halifax Regional Police 76,094,700 75,997,800 96,900 56,006,667 73.7% 73,884,000 52,163,118
Outside Police (RCMP) 23,750,000 23,651,000 99,000 17,738,284 75 0% 23,000,000 17,210,606
Planning & Development 4,249,800 3.377.507 872,293 1,770,149 52 4% 3.536.600 1,818,768
Parks & Recrealion 14,416,400 13,351,524 1,064,876 9,831,358 73.6% 13.625,900 8,676,791
Operations Support 38,708,900 38,266,330 442,570 28,080.040 734% 39 935,200 27144120
Library 16,250,000 16,876,600 (626,600) 11,592,859 68.7% 16 905,000 12,093,568
Fiscal Services (369,535,700) (364.116.518) (5,419.182) (270,853,844) 74 4% {363,535.000) (275,483,569)
Non TCA Projects - - - - 0.0% - -
Oulside Agency Support . - - . 00% - -
Total - 3,100,823 {31 00,823)_ (9,050,718) - {21,456,456)

Business Unit Summary 2014-2015 Projections, P9 December Page 10f 3



Halifax Regional Municipality
Operating Resulls - Revenue

For the Period from April 1, 2014 to December 31, 2014

Busi Unit Budget Current  Projected Results Projected Current Year to % Actual to Budget Prior Prior YTD Actua
usiness Un Fiscal Year To March 31, 2015  Surplus/{Deficit) Date Actual Projection Fiscal Year 13/14 clua
Office of the Auditor General - - - - 00% - (3.928)
CAO (3,746,900) (4.057,900) 311,000 {3.247.773) 80.0% {3,696,600) (3.011,1786)
Fire & Emergency Services (542,700) {331.200) (211,500) (248,369) 75.0% {647.400) (273.067)
Finance & ICT (2,648,400) (2.781,038) 132,638 {1,529,920) 55.0% (2.738,000) (1,684,508)
Human Resources Services (80,000) (86.000) 6,000 (39,774} 46.2% (80,000) (44,278)
Legal Services (217.400) (205.000) (12,400} (154,731) 75.5% {242,500} {168,715)
Transportation & Public Works (18,145,500) (18,956,743) 811,243 (13.235,253) 69.8% (18,619,600) {12,758,419)
Halifax Transit (111,022,600) (110,863,200) (159,400) (83,141,244) 75.0% (106,227.100) (79,294 765)
Halifax Regional Palice {7.239,600) (7,663,300} 423,700 (6,008,295) 78.4% {7.586,800) (5.606,457)
Qutside Palice (RCMP) - - - - 0.0% - -
Planning & Development (12,405,500) (12,624,600) 219,100 (9.548,380) 75.6% (13,194,700) (9,049.517)
Parks & Recreation (14,056,400) (14,427 915) 371,515 (10,356,670} 71.8% {14,365,600) (10,767 557)
Operations Support (2.239,000) {2.148,3235) (90.665) (1.664,260) 77.5% (4,247,300) (2,272.025)
Library (6,754,200) (6,779,000} 24,800 (4.614,449) 68.1% (5.348.100) {4,623,649)
Non TCA Projecls - - - - 0.0% - -
Qutside Agency Support (504,400) (504 400) - - 00% (504,400) -
Business Unit Total {179,602,600) {181,428,631) 1,826,031 {133,789,118) 73.7% {177,500,100) {129,558,071)
. Budget Current  Projected Results Projected Current Year to % Actual to Budget Prior .

LS el DG T 2 Fiscal Year To March 31, 2015 Surplus/{Deficit) Date Actual Projection Fiscal Year 13/14 Prior ¥TD Actual
Property Taxes (384,811,300) (385,074 653) 263,353 (288,849,360 750% (369,279.000) (2708,266.444)
Tax Agreements (7.602,000) {7,438,634) (163,366) (5,541,750) 74 5% (10,543.000) (7.930,130)
Deed Transfer Taxes (36.000,000) (32,000,000) (4,000,000) (26,342,918) 82.3% {39,000,000) (30.130412)
Local Improvernent Charges (2,103,000) {2,103,000) - (1,210,113} 57.5% (2.000,000) {1,185,284)
Paymenis In Lieu of Taxes {36,178,000) (37,308,114) 1,130,114 (27,981,086) 75.0% (34.749,000) (26,312,051)
Own Source Revenue (32,100,200} (32,132,308) 32,108 (25,879,539) 80 5% (28,370,400) (23,430,437)
Prov Mandated & Other Services {162,350,200) (162,350,200} - (121,763,400} 75 0% (159,250,500) {119,475 683)
Unconditional Transfers (3,600,000 {3.730.410) 130,410 {2,797.807) 75 0% (3.300,000) (2,429.719)
Conditional Transfers - . - - 00% - -
Fiscal Services Total (664,744,700} (662,137,319} (2,607,381} {500,365,973) 75.6% {646,491,900) (489,160,160)

Total Revenue (844,347,300) (843,565,950) (781,350} {634,155,091) 75.2% (823,992,000) {618,718,231}|

Business Unit Revenue

2014 2015 Projections, P9 December

Page 20of 3



Halifax Regional Municipality
Operating Results - Expenditures

For the Period from April 1, 2014 to December 31, 2014

Business Unit Budget Current  Prejected Results Projected Current Year to % Actual to Budget Prior Prior YTD Actual
Fiscal Year To March 31, 2015  Surplusi{Deficit} Date Actual Projection Fiscal Year 13/14
Office of the Auditor General 865,000 865,000 - 531,272 61.4% 851,000 493,575
CAO 16,601,000 16,288,050 312,950 12,217,589 75 0% 16,269,600 12,160,793
Fire & Emergency Services 58,295,000 58,120,300 174,700 43,231,479 74 4% 56,615,400 41,264,274
Finance & ICT 30,824,000 30,258,118 565,882 21,564 692 71.3% 29,240,000 20,714,275
Human Resources Services 5,564,300 5,385,900 178,400 3,867 952 71 8% 5,800,000 3,840,428
Legal Services 3,399,500 3,307,600 91,900 2,350,542 71 1% 3,390,500 2,301,238
Transporiation & Public Works 105,898 000 107 889,493 (1,991,493) 71,476.063 66.2% 106,434,000 72,089 660
Halifax Transit 111,022,600 110,863,200 159,400 83,141,244 75.0% 106,299,000 79,294 765
Halifax Regional Police 83,334,300 83.661,100 (326.800) 62,014,962 74 1% 81,472,800 57,769,575
Outside Police (RCMP) 23,750.000 23,651,000 99,000 17.738,284 75.0% 23,000,000 17,210,606
Planning & Development 16,655,300 16,002,107 653,193 11,318,529 70.7% 16,731,300 10,868,285
Parks & Recreatton 28,472,800 27,779,439 693,361 20,188,028 72.7% 27,991,500 19,444 348
Operations Support 40.947 900 40,414 665 533,235 29,744,300 73 6% 44,182 500 29,416,145
Library 23.004,200 23,655,600 {651.400) 16.207.308 68.5% 22253100 16,717,217
Non TCA Projects - - - - 00% - .
Quiside Agency Support 504,400 504,400 - - 00% 504,400 -
Business Unit Subtotal 549,138,300 548,645,972 492,328 395,592,244 72.1% 541,035,100 383,585,184
. . Budget Current  Projected Results Projected Current Year to % Actual to Budget Prior
(AR SR (SR S (D Fiscal Year To March 31, 2015  Surplus/{Deficit} Date Actual Projection Fiscal Year 13/14 Prior YTO Actual
School Board Mandatory 119,941,000 119,941,000 - 89 955,900 75 0% 113,965,000 85424 372
School Board Supplementary 17,281,000 17,281,000 - 12,960,800 75.0% 17.880,000 13,356,056
Debt Charges 45,900,400 45,856,888 43,512 43,487,333 94 8% 47,140,000 44,498,077
Reserves 14,884,000 14,884,000 - 10972879 737% 14,538.000 10,903 500
Insurance 4.714,800 6,766,800 (2,052,000) 5412935 80.0% 4,736,000 2,922 565
Transiers to Outside Agencies 17,227,000 17,227,000 - 12,920,470 75 0% 16,150,000 12,997,109
Granis & Tax Concessions 5,654,000 5,523,000 131,000 1,713.611 3 0% 5,564,000 1,922 569
Fire Protection (Hydrants) 12,830,000 12,830,000 - 9622 550 75 0% 11,689.000 8,659,983
Capilal from Operaling 42,194,000 40,789,000 1,405,000 29,730,900 72 9% 41,493,000 30,796 001
Surplus Prior Year - - - - 00% (4.711,000) (9.287,700)
Other 10,882,800 10,922,113 (39,313} 7,884,751 72.2% 11,512,900 9,234 059
Provision for Valuation Allowance 3,700,000 6,000,000 {2,300,000) 4,850,000 80 8% 3,000,000 2,250,000
Fiscal Services Total 295,209,000 288,020,801 {2,811,801) 229,512,129 17.0% 282,956,900 213,676,591
Total Expenditures 844,347,300 846,666,773 {2,319,473) 625,104,373 73.8% 823,992,000 597,261,775
Business Unit Expenditures 2014-201S Projections, P9 December Page3of 3



HALIFAX REGIONAL MUNICIPALITY
Exptanation of Projected Surplus/(Deficit)
For the Period Ending December 31, 2014

BUSINESS UNIT VARIANCE ANALYSIS

Net Surplus /
{Deficit)

Auditor General - No changes

50

CAQ - The projected surplus is primarily due lo compensation savings from vacant posiuons (5500k). recovery of
expenses for participalion on external boardsicommissions ($14.2k). savings on out of 1own travel {S15k), advertising
(S10k). community events expenses (S30k}, receipt of grant and sponsorship funding {$65k) and a nel savings across
other non-compensation areas (58.8k). This surplus is partially ofiset by a deficit for additiona! granl payment ($6.4k) and
membership increase lee |512.6k)

$624.000

Fire & Emergency Services - The projected deficit is related to increased overlime costs primarily 10 cover vacancies
(51.9m), decreased revenue from Fire Prevention Inspections thal were planned 10 start bul are not geing forward
(5200k) and net overages in varous other calegornies (536.8k). The delficit is panially offset in compensalion due to
vacancies (52.1m).

($36.500)

Finance & Information, Communication and Technology - The projected surptus is due 1o net savings from vacancies
(5775k), less than anticipated costs for the Print Smant Project due 1o a delay in deploying lechnology due to technical
issues ($550k); a surplus in equipment purchases due 16 a reduction in personal compuler refreshes ($250k); delay in
HRP modem deployment resulling in a surplus in telephone costs {$150k); projected revenue 1o be collected from
external contraclors for sall sales [$170k); and net savings in various accounts ($153.5k). These are offset in part by the
launch of 10-digit dialling and Appfe handset introduction and hiring a Project Manager for the Print Smart Project
($301k). consultant engagement to assist with development of the ICT Strategic Plan (S150k); increased casts for
Municipal WIFI Sirategic Planning ($119%); unbudgeted computer software and I censes for lhe Microsoft Sofiware
Assurance and Proofpoint software maintenance ($255k). increase in daylime security to monilor salt usage during snow
season (S185k}). projecied decrease in revenue primanly retated to By-Law F300 and tax certificales due 1o declined
sales aclivily in real estate markel (385k). and implementation of other IT related projecls {$255k).

$698.500

Human Resources - The projected surplus is related 1o savings in compensation due to vacancies (5366k) and a poruon
of the Employee Family Assistance Program now being covered by anather business unit ($28k). The surplus is pantially
offset by consulling casts refated to HR Service Review Phase Il ($100k). other contracts ‘ncluding temporary

emp oyment. and marketing tools for recruitment ($98k) and nel overages in various other categories (511.6k).

$184.400

Legal, Insurance and Risk Management Services - The projecled surplus is primarily related to savings in
compensation due Lo vacancies ($25k), a reduction in outside legal counsel required (555k) and nel overages in various
other categones (50.5k). Compensalion and benelits has increased by 5332 5k due lo salary adjusiments for Solicitors
These additional costs are offset with funding from fiscal services $332 5k,

$79.500

Transportation and Public Works - The projected deficit of $1.18m is due to net savings from vacancies ($1.64m),
increase in spertsfield facility rentals (5268.5k), increase in surplus in Solid Waste for Resource Recovery Board (5250k)
and revenue increase from Developers for traffic lighting (380k). This surplus 1s ofiset by a deficit in Snow and Ice
Operations due to shortfall in budget for contract obligations {S1.67m), pothole and asphait repars (3800k} expenses lor
tree root removal ($310Kk), \ncrease in contract costs for traffic lights ($242k), reduction in right-of-way permil revenue
($100k), 3 positions funded in Parks and Recreation but paid by TPW (5283.7) and net overages in other areas ($13 1k)

(51,180.300)

Halifax Transit - The projecled surplus of $440 6k will be carried forward 10 2015/16 resulling in revenue equalling
expenses. The surplus is a result of revenue, primarily for facility lease fees generated in Halifax Transil termnals
{$100%) and Local, Regiona’ and Commerciat Transit tax revenues being slighlly higher than budgeted (0 3% of 1otal
revenue ($210k)). Surplus in compensation related 1o wage slep savings in the ATU contract, vacancies and changes to
scheduled expansion (32 1m). Savings in fue! due to a decline in fuel prices {S300k). Additional savings i vatious
categories due 1o expansion delays (5360k). Savings n various other categories, pimarily insurance recovery 1o cover
damages and a contract for technical support not in place for full year as planned ($303.6k). The surplus 1s partally offsel
by fare revenue from expanded services being lower than predicled ($500k), additional bus mainlenance cosls ($1 1m)
and overtime costs (o cover vacancies and the additonal work in bus mainlenance ($745k). Additional costs in
maintaining Transit Facilities, actual amounts for utiities and maintenance are much higher than budgeted (S1m}
Increased uniform costs to complele the new uniform issue which was implemented in 2013714 ($188k). Budgeted
expansion costs of $1.8m, currently projected at $1.5m, minus 2014/15 operational cost of capital funding not required
due to expansion delays, leaves a surplus of 3100k This surplus is offset by a transfer to Lhe operational cost of capita
reserve ($100k). This wil leave a balance in the operational cost of capital reserve of $1.1m to fund fulure expanston for
Transit.

S0
Planning and Development - The projected surpius s primarily a result of vacancy savings (5645 7k) and an increase i
developmeni permit revenue ($690k). This surplus 15 pantially offsel by a deficit due 10 a decrease in summary olense
tickets paid at Provincial Couns {5380k} and the netimpact of vanous expense adjusiments (583 4k). $872.300

Parks and Recreation Services - The projected surplus refates (o compensation savings from vacant positions
(8362 6k), increase in program and facslity revenue (5243 9k), funding for 3 posilions currenlly being paid from TPW
($283.7k) and savings across other non-compensation areas ($331.5k). The net surplus is partially offset by deficits
related to increased wages at Bedlord Hammonds Plains Community Cenlre ($88.8k) and an operaling loss at the
Sackville Sports Stadium (568k).

$1.064 900




HALIFAX REGIONAL MUNICIPALITY
Explanation of Projected Surplusf{Deficit)
For the Period Ending December 31, 2014

Halifax Regional Police - The projecied surplus relates to savings 'n compengation due 1o vacancies {$1.5m) increased
recovenes for extended secondments. increased record check revenues and summary offence tuckel related service fee
revenues {5424k}, and savings in outside policing due 10 reduced joinl investigations with the RCMP ($150k). The
surplus is partially offset by: purchase ol Police specific IT hardware and media equipment. forensic equipment and
upgrades to the forensic lab and hardware/sofiware for secunity/alarm systems for various faclities ($250k); expected
savings budgeted in ainime not being realized ($269k): mandatory body armour that was not received in previous fiscal
year as planned. unforeseen emergency response leam equipment, covert investigative equipment and uniform/patrok
equipmeni (5465k). increased costs for public awareness, training and associated out of lown travel and out of town
trave! for investrgative effons ($210k); overtime required for operational requirements {$581k). inlention to contribute to
Police Officer Jub Injury Reserve. if approved, ($135k) and nel overages in various other categories (367 1k).

586.900

Outside Police Services (RCMP) - The projected surplus is due to actual contract costs paid 1o Provincial Department
of Juslice being lower than budge!.

589.000

Operations Support - The projected surplus is a resull of nel savings from vacancies and wage chargebacks to
business units for works being done internally {$763k); savings in fug! due (o lower than budgeted ol prices and reduced
consumplion due |0 change in Fire & Emergency Services medica response protocol ($384k); termination of the propertyl
management agreement at Alderney Gate resulting in savings in cleaning, repairs and maintenance etc. (S217k); lower
than budgeted new contracts for snow removal and ice control services {§195k). and reduced equipment purchases due
1o delerral of replacement plan ($13%k). This surplus 1s partially offset by unbudgeted operating costs of surplus buildings
and the disposal of surplus properties wiich did not occur as planned ($803k). external resources reguired for cleaning
and tenant services due to sick time. long-lerm disabilites and vacancies ($373k); and net deficit being projected in
various other accounts ($79.4k).

5442.600

Library - Projected delicit is due (o a shortfall on the employer's share of matched pension contributions (5221 5k); and
costs to operale new Library are higher than anticipated (5405 1k)

(5626 600)

TOTAL BUSINESS UNIT NET SURPLUSI(DEFICIT)

$2,318,400

FISCAL SERVICES VARIANCE ANALYSIS

Nel Surplus 7|
{Delicit)

Property Taxes - Projected increase in commerctal tax revenue due primarily to the former PILT accounts (CBC building
and Shannon Park} and a tax exempt account {YMCA} being sold 1o developers and Canada Lands Company: and the
taxable exempt space at Stanfietd International Airport being moved [ram the PILT account to Halifax International Airport
Authority's 1ax account.

5263,400

Tax Agreements - Revenue from a lax agreement was based on a 4% of gross distribution revenue The rate showid
have been caculated al 2%

{5163.400)

|Deed Transfer Taxes - The projected delicit is due to reduced sales activity in the residential real estate market.

(54.000 000},

Paymaents in Liev of Taxes (PILT) - The projected surpius relales 1o increased land value for Citade! Hill due 10 a rol!
change being filed by the PVSC {§1.9m). This is partially offset by a decrease in various PILT accounts due 1o approved
rales being lower than budgeted rates; decreased payment on Federal accounts due 1o some of properties being sold
and a resull of moving a space previously considered tax exempt to the Halifax International Airport Authority's tax
account (a tota’ of $769 9k).

$1.130.100

Own Source Revenue - The projected surplus is due 1o interest revenue from overdue accounts trend ng higher than
budget ($60k): parking rentals for Metro Park Facility being higher than anticipated ($322k); rece pt of unbudgeted
residual recovery from insurance company 1o reflect deductible overpayments through aggregate rebate ($229k);
insurance recovery re'ated to the thid-party ¢laims o cover repair and mainlenance costs incurred in business units
($200k). This 1s offset by the recovery of insurance premium costs from Halifax Water due 10 budget being assigned in
this calegory. but the actuals being tracked in the Insurance category ($540k); and decreased dividend in-lieu of taxes
collected from Halifax Water due to rate base calculated being lower than budget (5238 9k)

$32.100

Unconditional Transfers - HRM's portion of HST Offset received from Province of Nova Scotia was higher than
|anticipated

$130.400

Debt Charges - The projected surplus is due to the all in munictpal cost of funds (2 82%) for a 10-year Spring Issue
Debenture being lower than budgeled rate ($172.8k). This is partialty offset by lower than anticipated debt servicing costs
being charged 10 business unils ($129.3k).

$43.500

Insurance - The projecled deficit related to unbudgeted expend tures for emergency response and remediation to a
diesel fuel leak at Halifax Transit Facility (52.6m); and unbudgeted transfers of third-pany insurance c/'aims lo business
units (5200k) This is offset in parn by projected surplus of recovery insurance premium costs from Halifax Water due lo
actual and budget being tracked in two different calegories (5540k):. and additional savings beng idenlified 1o partially
cover Transil fuel leak charges ($208k}.

{52.052.000)

Grants & Tax Concessions - The projected surplus is due 1o some of recipients of tax relief program are eligible but not

in compliance with leg siation due 1o lease expiry,

$131.000




HALIFAX REGIONAL MUNICIPALITY
Explanation of Projected Surplusi(Deficit)
For the Period Ending December 31, 2014

Capital from Operating - The projected surplus 15 due 10 recespt of unplanned capital funding from the Province of
Nova Scota that reduced the amount needed to be transferred to capital projects (S1m); and a portion of Operating
Costs of Capua! {OCC) funding far the Cenlral Library due lo project opening later than budgeted ($405k)

$1,405.000

Other - The projecled deficit is primarily due 1o funding shorifall in the area of employee benefits for staff on Long-Term

Disability {$334.3k); and hugher than budgeted expenses for operating of the Metro Park Facilly {3114k} This is offset

by savings related to the Barrington Street Heritage Incentives Program due 10 de'ayed or canceled projects by property

owners, which are therefore less elig ble project costs for 1ax credits as completed (S409k). {$39.300)

Provision for Valuation Allowance - The projected defict 15 due to increased alowance to offset increased collection

risks on Citade! Hill PILT account ($1,9m) and other general receivable accounts (S400k) {52.300.000)
TOTAL FISCAL SERVICES SURPLUS/HDEFICIT) ($5.419,200)

OVERALL SURPLUSKDEFICIT)

{$3.100,800)
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HALIFAX REGIONAL MUNICIPALITY

Unaudited Consolidated Statement of Financial Position

As at December 31, 2014 with comparatives for December 31, 2013 and March 31, 2014
(In thousands of dollars)

Dec. 31, Dec. 31, March 31,
2014 2013 2014
Financial assets

Cash and short-term deposits (note 2) $ 269,266 9% 217156 % 138,745
Taxes receivable (note 3) 46,713 46,223 30,035
Accounts receivable (note 4) 77,543 65,002 48,225
Loans, deposits and advances 756 823 806
Land held for resale 42,344 32,949 39,685
Investments (note 5) 86,041 153,248 137,155

Investment in the Halifax Regional
Water Commission (note 6) 838,744 831,067 823,742

1,361,407 1,346,468 1,219,393

Financial liabilities

Accounts payable and accrued liabilities (note 7) 98,269 101,568 99,528
Deferred revenue 188,590 191,002 65,050
Employee future benefits (note 9) 51,351 49,430 49,657
Solid waste management facilities liabilities (note 10) 12,352 11,584 11,027
Long-term debt (note 11) 212,917 219,138 219,120
563,479 572,722 444,382
Net financial assets 797,928 773,746 775,011
Non-financial assets
Tangible capital assets (note 14) 1,812,990 1,807,892 1,783,401
Inventory and prepaid expenses 15,638 14,868 9,588

1,828,628 1,822,760 1,792,989

Accumulated surplus (note 15) $ 2626556 $ 2596506 $ 2,568,000

Commitments and contingent liabilities (notes 13 and 16)

The accompanying notes are an integral part of the consolidated financial statements.




HALIFAX REGIONAL MUNICIPALITY

Unaudited Consolidated Statement of Operations and Accumulated Surplus

For the nine months ended December 31, 2014 and December 31, 2013 and the year ended March 31, 2014

{In thousands of dollars)

Year to Date Dec. 31, Dec. 31, March 31,
Budget 2014 2013 2014
Revenue
Taxation $ 505,772 § 506,310 $ 492,226 § 648,806
Taxation from other governmenis 27,767 28,607 26,942 36,414
User fees and charges 86,788 90,423 85,174 117,474
Government grants 29,539 34,262 37,835 51,317
Development levies 2,340 2,341 1,181 1,621
Investment income (note 5) 3,110 3,388 3,192 4,143
Penalties, fines and interest 9,226 9,234 9,762 12,315
Land sales, contributions and other revenue 39,205 12,726 17,562 27,033
Increase in equity in the Halifax Regional
Water Commission (note 6) 15,002 15,002 14,380 7,055
Grant in lieu of tax from the Halifax Regional
Water Commission (note 6) 3,434 3,255 3,150 4,187
Total revenue 722,883 . 705,548 691,404 910,365
Expenses
General government services 82,638 82,861 79,620 104,885
Protective services 154,125 149,941 141,849 192,139
Transportation services 190,044 175,505 163,030 249,076
Environmental services 40,960 40,661 40,159 54,540
Recreation and cultural services 87,935 80,483 78,486 110,174
Planning and development services 17,274 14,714 15,255 22,159
Educational services 102,827 102,827 98,636 131,529
Total expenses 675,803 646,992 617,035 864,502
Surplus for period 47,080 58,556 74,369 45,863
Accumulated surplus, beginning of period 2,568,000 2,568,000 2,622,137 2,522,137
Accumulated surplus, end of period $ 2615080 $§ 2626556 $ 2596506 $ 2,568,000

The accompanying notes are an integral part of the consolidated financial statements.



HALIFAX REGIONAL MUNICIPALITY

Unaudited Consolidated Statement of Change in Net Financial Assels

For the nine months ended December 31, 2014 and December 31, 2013 and the year ended March 31, 2014

(In thousands of dollars)

Year to Date Dec. 31, Dec. 31, March 31,
Budget 2014 2013 2014
Surplus for period % 47080 § 58,556 % 74,369 $ 45,863
Acquisition of tangible capital assets
and contributed tangible capital assets (120,369) (120,369} (107,219) (119,893)
Amortization of tangible capital assets 90,742 90,742 87,790 118,127
Loss (gain) on disposal of tangible capital assets - {552) (221) 6,119
Proceeds on disposal of tangible capital assets = 590 338 826
17,453 28,967 55,057 51,042
Acquisition of inventories of supplies and
prepaid expenses o (20,859) (21,355) (24,500)
Consumption of invenicries of supplies and
use of prepaid expenses o 14,809 15,433 23,858
Net change in net financial assets 17,453 22,917 49,135 50,400
Net financial assets, beginning of period 775,011 775,011 724,611 724,611
Net financial assets, end of period $ 792,464 $ 797,928 § 773,746 % 775,011

The accompanying notes are an integral part of the consolidated financial statements.



HALIFAX REGIONAL MUNICIPALITY

Unaudited Consolidated Statement of Cash Flows

For the nine months ended December 31, 2014 and December 31, 2013 and the year ended March 31, 2014
(In thousands of dollars)

Dec. 31, Dec. 31, March 31,
2014 2013 2014
Cash provided by (used in):
Operating activities
Surplus for period 5 58,556 § 74,369 § 45,863
ltems not involving cash:
Amortization 90,742 87,790 118,127
Loss (gain) on disposal of tangible capital assets (552} (221) 6,119
Contributed tangible capital assets (4,489) (10,711) (10,869)
Increase in equity in the Halifax Regional Water Commission {15,002) {14,380) {7,055)
129,255 136,847 152,185
Change in non-cash assets and liabilities
Increase in taxes receivable (16,678) {19,007) (2,042)
Decrease (increase) in accounts receivable (28,318) 1,407 16,407
Decrease in loans, deposits and advances 50 393 410
Increase in land held for resale (2,659) (9,458) {16,194)
Increase in inventory and prepaid expenses (6,050) (5,922) (642)
Increase (decrease) in accounts payable and accrued liabilities {1,259) 613 (2,394)
Increase in deferred revenue 123,540 138,305 13,320
Increase in employee future benefits 1,684 1,859 2,086
Increase in solid waste management facilities liabilities 1,325 977 420
Net change in cash from operating activities 200,900 246,014 163,556
Capital activities
Proceeds on disposal of tangible capital assets 590 338 826
Acquisition of tangible capital assets (115,880) {96,508} {109,024)
Net change in cash from capital activities {115,290) (96,170) {108,198)
Investing activities
Decrease (increase) in investments 51,114 {74,138) {58,045)
Net change in cash from investing activities 51,114 {74,138) {58,045)
Financing activities
Long-term debt issued 42,155 27,270 27,270
Long-term debt redeemed (55,438) (45,637) (45,655)
Net debt recovered from the Halifax Regional
Water Commission 7,080 7,130 7,130
Net change in cash from financing activities {6,203) (11,237) (11,255)
Net change in cash and short-term deposits 130,521 64,469 (13,942)
Cash and short-term deposits, beginning of period 138,745 152,687 152,687
Cash and short-term deposits, end of period $ 269,266 § 217,156 % 138,745

The accompanying notes are an integral part of the consolidated financial statements.




HALIFAX REGIONAL MUNICIPALITY

MNotes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

1. Significant accounting policies:

(a2} Basis of presentation:
The consolidated financial statements of the Halifax Regional Municipality (the “Municipality”) have been
prepared by management in accordance with generally accepted accounting principles ("GAAP") for local
governments as recommended by the Public Sector Accounting Board (“PSAB") of the Chartered
Professional Accountants of Canada (“CPA").

{b) Basis of consolidation:
These consolidated financial statements reflect the assets, liabilities, revenues and expenses of the
Municipality. The Municipality is comprised of all organizations, committees and local boards
accountable for the administration of their financial affairs and resources to the Municipality and which
are owned or controlled by the Municipality, except the Halifax Regional Water Commission which is
accounted for on the modified equity basis of accounting. The entities included are as follows:

Recreation facilities:
BMO Centre
Canada Games Centre
Centennial Pool Association
Community Builders Inc. {(Cole Harbour Place)
Dartmouth Sportsplex Community Association
Eastern Shore Recreation Commission
Halifax Forum Community Association
Halifax Metro Centre (Scotiabank Centre)
Halifax Regional Municipality Centennial Arena Commission
Sackville Sports Stadium
St. Margaret's Community Centre Association
Commissions, cultural and other facilities:
Alderney Landing Association
Downtown Dartmouth Business Commission
Downtown Halifax Business Commission
Main Street Dartmouth and Area Business Improvement Association
MetroPark Parkade Facility
North End Business Association
Quinpool Road Mainstreet District Association Limited
Sackville Business Association
Spring Garden Area Business Association
Spryfield & District Business Commission
Halifax Regional Library

Interdepartmental and inter-organizational transactions and balances between these entities and
organizations have been eliminated.



HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

1.

Significant accounting policies {continued):

(c)

(d)

(e)

()

(9)

Investment in the Halifax Regional Water Commission:

The Halifax Regional Water Commission (the “HRWC") is accounted for using the modified equity basis
of accounting; consistent with public sector accounting standards, as recommended by PSAB for an
investment in a government business enterprise. Under the modified equity basis of accounting, the
HRWC's accounting principles are not adjusted to conform to those of the Municipality and inter-
organizational transactions and balances are not eliminated.

The Municipality recognizes its equity interest in the annual income or loss of the HRWC in its
consolidated statement of operations with a corresponding increase or decrease in ils investment asset
account,

School boards:

The assets, liabilities, taxation and other revenues and expenses with respect to the operations of the
school boards are not reflected in these consolidated financial stalements as they are provincial
government enfities.

Miscellaneous Trust Funds:

Miscellaneous Trust Funds and their related operations administered by the Municipality are not included
in the consolidated financial statements, but are reported separately in the Miscellaneous Trust Funds
financial statements.

Basis of accounting:

Revenues and expenses are recorded on the accrual basis of accounting. The accrual basis of
accounting recognizes revenues as they are earned and measurable and expenses are recognized as
they are incurred and measurable as a result of the receipt of goods or services and the creation of a
legal obligation to pay.

Use of estimates:

The preparation of financial statements requires management fo make estimates and assumptions that
affect the reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the
period. Significant estimates include assumptions used in estimating provisions for accrued liabilities,
landfill liability and in performing actuarial valuations of employee future benefits.

In addition, the Municipality's implementation of Public Sector Accounting Handbook Section 3150
Tangible Capital Assets has required management to make estimates of historical cost and useful lives of
tangible capital assets.

Actual results could differ from these estimates.



HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

1.

Significant accounting policies (continued):

(h)

(i)

)

(k)

(0

Taxation and related revenues:

Property tax billings are prepared by the Municipality based on assessment rolls issued by the Property
Valuation Services Corporation. Tax rates are established annually by Council, incorporating amounts to
be raised for local services and the requisition made by the Province in respect of contributions to
education. Taxation revenues are recorded at the time tax billings are due. Assessmenis and the
related property taxes are subject to appeal. Tax adjustments as a result of appeals are recorded when
the results of the appeal process are known. An allowance for unresolved assessment appeals is also
provided.

Government transfers:

Government transfers are recognized in the consolidated financial statements in the period in which
events giving rise to the transfer occur, providing the transfers are authorized, any eligibility criteria have
been met, and reasonable estimates of the amounts can be made, except when and to the extent that
stipulations associated with the transfer give rise to a liability. If a liabitity is created, the satisfaction of
the transfer stipulations by the recipient government determines the timing of the recognition of the
transfer as revenue.

Short-term deposits and investments:

Short-term deposits and investments are recorded at cost, adjusted for amortization of premiums or
discounts in accordance with the investment policies established for the Municipality. A permanent
decline in value would result in a write-down.

Land held for resale:

Land held for resale is recorded at the lower of cost and net realizable value. Cost includes amounts for
improvements to prepare the land for sale or servicing.

Deferred revenue:;
Deferred revenue represents taxes, user charges and other fees that have been collected, for which the

related services have yet to be performed. These amounts will be recognized as revenue in the period
the services are performed,

{m) Pension, post-employment benefits and compensated absences:

The contributions to a multi-employer, defined benefit pension plan are expensed when contributions are
due. The costs of post-employment benefits are recognized when the event that obligates the
Municipality occurs. Costs include projected future income payments and fees paid to independent
administrators of these plans, calculated on a present value basis.

The costs of post-employment benefits and compensated absences are actuarially determined using the
projected benefits method prorated on service and management's best estimate of retirement ages of
employees, salary escalation and expected absences. Liabilities are actuarially determined using
discount rates that are consistent with the market rates of high quality debl instruments. Any gains or
losses from changes in assumptions or experience are amortized over the estimated average remaining
service period for active employees.



HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

1.

Significant accounting policies (continued):

(n)

(0)

Solid waste management facilities liabilities:
The Municipality accrues landfill closure and post-closure care requirements that include final covering
and landscaping of the landfill, pumping of ground water and leachates from the site, and ongoing
environmental monitoring, site inspection and maintenance. The reporied liability is based on estimates
and assumptions using the best information available to management.
Future events may result in significant changes to the estimated total expenses, capacity used or total
capacity and the estimated liability, and would be recognized prospectively, as a change in estimate,
when applicable.
Non-financial assets:
Non-financial assets are not available to discharge existing liabilities and are held for use in the provision
of services. They have useful lives extending beyond the current year and are not intended for sale in the
ordinary course of operations.
i) Tangible capital assets
Tangible capilal assets are recorded at cost which includes amounts that are directly attributable to
the acquisition, construction, development or betierment of the asset. The cost, less residual value
of the tangible capital assets, are amortized on a straight line basis over their estimated useful lives

as follows:

Asset Useful Life — Years
Land Improvements 10-50
Buildings and building improvements 15-40
Vehicles 5-15
Machinery and equipment 5-10
Dams 40
Roads and infrastructure 5-75
Ferries 2-30
The useful life for landfill cells, which are included in land improvements, is based upon the capacity
of each cell.

For assets wilh a useful life of 5 years or less, amortization will commence in the year the asset is
available for use, and be recorded at 50% of the annual charge in the first and last years of the
asset's useful life. For assets with a useful life greater than 5 years, amortization will commence in
the year following the year the asset is put into use.

Roads and infrastructure includes road beds, road surfaces, infrastructure and bridges. The useful
life of these assets are as follows: road beds - 40 years, road surfaces - 5 to 20 years, infrastructure -
20 to 30 years and bridges - 75 years.

The school buildings which are owned by the Municipality but in use by the Halifax Regional School

Board are not recorded as tangible capital assets. No amortization is recorded by the Municipality as
long as the buildings are in use by and under the control of the Halifax Regional School Board.



HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

1.

2,

Significant accounting policies (continued):

(o) Non-financial assets (continued):
i} Contributions of tangible capital assets

Tangible capital assets received as contributions are recorded at their fair value at the date of receipt
and are also recorded as revenue.

iiy Natural resources
Natural resources that have not been purchased are not recognized as assets in the financial
iv) Works of art and cultural and historic assets
Works of art and cultural and historic assets are not recorded as assets in these financial
statements, unless used in the provision of a municipal service.
v) Interest capitalization
The Municipality does not capitalize inlerest costs associated with the acquisition or construction of a
tangible capital asset.
vi} Leased tangible capital assets
Leases which transfer substantially all of the benefits and risks incidental to ownership of property
are accounted for as leased tangible capital assets. All other leases are accounted for as operating
leases and the related payments are charged to expenses as incurred.
vii) Inventories of supplies
Inventories of supplies held for consumption are recorded at the lower of cost and replacement cost.

Cash and short-term deposits:

Dec. 31, Dec. 31, March 31,
2014 2013 2014
Halifax Regional Municipality $ 264,170 $ 212,638 % 133,424
Recreation facilities, commissions, cultural and other facilities
and the Halifax Regional Library 5,096 4,518 5,321
Total $ 269,266 3 217,156 % 138,745

Cash and short-term deposits include interest bearing accounts and money market instruments with a term to
maturity of 80 days or less.

Taxes receivable:

Dec. 31, Dec. 31, March 31,

2014 2013 2014

Taxes receivable $ 49,147 § 48,795 § 33,009
Allowance (2,434) {2,572) {2,974)
Total $ 46,713 % 46,223 § 30,035




HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
{In thousands of dollars)

4. Accounts receivable:

Dec. 31, Dec. 31, March 31,

2014 2013 2014

Federal government 3 40643 § 37,678 % 31,804
Provincial government 26,637 19,168 10,454
Other receivables 35,664 29,968 28,772
Allowance (25,401) {21,812) (21,805)
Total b 77,543 % 65,002 $ 49,225

5. Investments:

Money market instruments include Federal and Provincial treasury bills, discounted notes of Federal Crown
Corporations and instruments of Canadian Financial Institutions. These investments have a term to maturity of
one year or less. Investments shown here have a remaining term to maturity of more than 90 days at
December 31, 2014.

Bonds of Federal and Provincial governments and their guarantees have a maturity range from February 11,
2015 to December 18, 2018. The weighted average yield on market value of these bonds is 1.22% at
December 31, 2014 {December 31, 2013 - 1.52%, March 31, 2014 - 1.48%).

Dec. 31, Dec. 31, March 31,

2014 2013 2014

Market Market Market

Cost value Cost value Cost value

Money market

instruments $ 61983 § 62093 § 131,176 $ 131,445 $ 1150890 § 115,625
Bonds of Federal

and Provincial

governments

and their

guarantees 24,058 24,420 22,072 22,263 22,066 22,370
Total $ 86041 3 86513 $ 153248 $§ 153,708 $ 137,155 § 137,995

The investment income earned on money market instruments is $2,998 at December 31, 2014 (December 31,
2013 - $2,689, March 31, 2014 - $3,523) and on bonds of Federal and Provincial governments and their
guarantees is $390 at December 31, 2014 (December 31, 2013 - $503, March 31, 2014 - $620).
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

6. Investment in the Halifax Regional Water Commission:

The HRWC is a wholly-owned and controlled government business enterprise of the Municipality and is
responsible for the supply of municipal water, wastewater and stormwater services to residenis of the
Municipality.

(a) The following table provides condensed supplementary financial information for the HRWC:

Dec. 31, Dec. 31, March 31,

2014 2013 2014
Financial position
Current assets $ 84,452 $ 76,312 § 64,684
Capital assets 1,037,715 1,008,703 1,014,503
Total assets 1,122,167 1,085,015 1,079,187
Current liabilities 30,867 21,913 54,471
Long-term liabilities 252,556 232,035 200,974
Total liabilities 283,423 253,948 255,445

Total ;] 838,744 § 831,067 % 823,742

11



HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014

(In thousands of dollars)

6.

Investment in the Halifax Regional Water Commission {(continued):

Dec. 31, Dec. 31, March 31,
2014 2013 2014
Resuits of operations
Revenues 97,489 § 86,002 § 111,501
Operating expenses (70,065) (66,432) (89,735)
Financing expenses (6,843) {6,055) (8,101)
Other income 2,298 2,441 907
Net income before grant in lieu of tax 22,879 15,956 14,572
Grant in lieu of tax (3,255) (3,150) {4,187)
Net income 19,624 12,806 10,385
Donated tangible capital assets (6,275) 301 1,310
Decrease (increase) in reserves 1,653 1,273 {4,640)
Increase in investment and equity 15,002 14,380 7,065
Investment and equity, beginning of period 823,742 816,687 816,687
Investment and equity, end of period 838,744 § 831,067 $ 823,742
{b} The following summarizes the Municipality's transactions with the HRWC for the period:
Dec. 31, Dec. 31, March 31,
2014 2013 2014

Revenues

Grant in lieu of tax 3255 % 3,150 § 4187
Expenses

Stormwater charge 2911 % 1,781 § 2,671

Fire protection charge 7,422 7,787 9,758

All transactions are in the normal course of operations, and are recorded at the exchange value based on

normal commercial rates, or as agreed to by the parties.
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

7. Accounts payable and accrued liabilities:

Dec. 31, Dec. 31, March 31,

2014 2013 2014

Trade accounts payable $ 30,576 § 35,336 % 36,909
Federal government 12,366 11,896 9,555
Provincial government 2,851 2,368 7,602
Salaries and wages payable 5,934 5,942 6,078
Accrued liabilities 45,501 44,865 36,509
Accrued interest 1,041 1,161 2,875
Total $ 08,269 $ 101,568 % 99,528

8. Employee future benefits - employees’ retirement pension plan:

Employees of the Municipality participate in the Halifax Regional Municipality Pension Plan (the “HRM Plan").
The HRM Plan is a multi-employer plan administered by the Halifax Regional Municipality Pension Committee
(the “Committee”). Other employers participating in the HRM Plan include the Halifax Regional School Board
and Quest. The Committee is comprised of representatives from both management and unions, and is
responsible for setting contribution rates for all participating employers. The HRM Plan is funded equally by
participating employers and members. Accounting for the HRM Plan under the Municipality’s financial
statements follows rules for defined contribution pension plans.

The HRM Plan provides a lifetime benefit representing 2% of the member's highest average earnings over a
period of three years times the number of years of credited service in the pension plan. Only regular earnings
are recognized under the defined benefit provisions of the Plan. The HRM Plan also provides defined
contribution benefits, at the option of the member, on the portion of earnings that is overtime and other non-
regular earnings.

The Municipality contributed to the HRM Plan an amount of $22,894 for the period ending December 31, 2014
(December 31, 2013 - $19,271, March 31, 2014 - $26,008). Since January 1, 2014, the Municipality and the
members are each contributing 11.96% of regular earnings for members participating in the main division of
the pension plan. Prior to this increase, the Municipality and members had been contributing at a rate of
10.36% since April 1, 2006. Other contribution rates are in effect for the other divisions of the plan, and for
members in public safety occupations.

The last actuarial valuation filed with regulators was at December 31, 2012. The next actuarial valuation, at
December 31, 2013, is to be filed by December 31, 2014. The interest rate used in the last filed valuation was
6.25% per year. The following estimates as at December 31, 2013 are based on the actuarial valuation as at
December 31, 2012 extrapolated to December 31, 2013 and is based on a best estimate discount rate
assumption of 7.27% per annum (2013 - 6.75%).

2014 2013

Extrapolated Extrapolated

Actuarial value of plan assets $ 1,206,325 $ 1,209,583
Estimated present value of accrued pension benefits (1,360,037) (1,381,008)
Estimated funding deficit % (63,712) $ (171,425)
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

9. Employee future benefits - retiring allowances and other future benefits:

The Municipality provides for the payment of retiring allowances to retiring employees in accordance with the
terms of the variocus collective agreements and Municipal policy. The retiring allowance is based on the
member's final annual salary and years of service at retirement. On the retirement of a police officer, the
Municipality also provides for a lump sum payment to a health trust for the benefit of the retiring member. The
amount depends on the level of the officer’s sick bank at the time of retirement.

The Municipality continues to pay for its share of the contributions to the HRM Plan for members in receipt of
benefits from a long-term disability plan sponsored and recognized by the Municipality.

The Municipality also provides for employee sick leave. Unused sick leave accumulates to a maximum
number of hours which varies by employment agreement. Under this program, employees are not entitled to a
cash payment in lieu of sick leave when they leave the Municipality's employment except as described above
with respect to the retirement of a police officer.

The Municipality also pays lifetime and temporary benefits to former employees who retired from the
Municipality under various early retirement programs and arrangements that were in place prior to April 1,
2004.

Actuarial valuations of the above benefits are done for accounting purposes using the projected benefit
method prorated on services. The last actuarial valuation of the unused sick leave benefits was conducted as
at March 31, 2012 and extrapolated to March 31, 2013 and March 31, 2014. The last actuarial valuation of the
retiring allowance benefits was conducted as at March 31, 2013 and extrapolated to March 31, 2014. For all
other benefits, actuarial valuations were conducted as at March 31, 2014. Key actuarial assumptions used in
the valuations were based on the Municipality's best estimates.

A reconciliation of the accrued benefit obligation for these plans, along with the main assumptions used for
disclosure and expense calculations are as follows:

March 31, March 31,
2014 2013
Accrued benefit obligation, beginning of year b 52,760 & 50,800
Current period benefit cost 4,602 3,880
Benefit payments (4,684) (3.992)
Interest cost 1,667 1,852
Actuarial loss (gain) {962) 220
Accrued benefit obligation, end of year $ 53,383 § 52,760
Main assumptions used for fiscal year-end disclosure
Discount rate 3.61% 3.16%
Salary increase 3% plus merit 3% plus merit
Main assumptions used for expense calculation
Discount rate 3.16% 3.65%
Salary increase 3% plus merit 3% plus merit
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

9. Employee future benefits - retiring allowances and other future benefits (continued):

These other employee benefit plans require no confributions from employees. The benefit liability as at
December 31, 2014 is estimated to include the following components:

The details of the accrued benefit obligation are based on information provided by our actuary for the year
ended March 31, 2014. A portion of the estimated increase in the liability to March 31, 2015 has been accrued
to the end of the period.

Dec, 31, Dec. 31, March 31,
2014 2013 2014
Accrued benefit obligation
Retiring allowances 5 27,443 § 27599 § 27,443
Sick leave 13,484 13,598 13,484
HRM pension contributions for employees on LTD 3,970 2,99 3,870
Police Health Trust 1,865 1,782 1,865
Other 6,621 6,790 6,621
53,383 52,760 53,383
Unamortized actuarial loss {3.726) (5,189) (3.726)
Liability at the end of the previous year 49,657 47 571 49,657
Accrued liability to end of period 1,694 1,859 -
Benefit liability $ 51,351 & 49,430 $ 49,657

The unamortized actuarial losses will be amortized over the expected average remaining service life (EARSL)
of the related employee groups starting in the next fiscal year. EARSL is determined separately for each
benefit program.

The total expense related to other employee benefits described above includes the following components:

March 31, March 31,

2014 2013

Current period benefit cost $ 4602 § 3,880
Amortization of actuarial loss 501 514
Other employee benefit expense 5,103 4,394
Other employee benefit interest expense 1,667 1,852
Total expense related to other employee benefit plans 3 6,770 6,246
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consoclidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

10. Solid waste management facilities liabilities:

The Nova Scotia Environmental Protection Act sets out the regulatory requirements for the closure and
maintenance of landfill sites. Under this Act, the Municipality is required to provide for closure and post
closure care of solid waste landfill sites.
The estimated liability for the care of the landfill sites is the present value of future cash flows associated with
closure and post closure cost discounted using a long-term borrowing rate of 2.82% (December 2013 - 3.05%,
March 2014 - 3.05%) and a forecasted inflation rate of 1.95% (December 2013 - .90%, March 2014 - 1.55%).
Sackville Landfill:
The Sackville Landfill site closed during the year ended March 31, 1997. A closure plan and an
environmental audit were completed in 1996. Post closure care activities for this site include perpetual
care that is expected to occur until 2017 and will involve the management and monitoring of groundwater,
gas and leachate levels, operating and monitoring the leachate treatment plant when necessary, removal
of buildings, site cleanup and general site maintenance.
Otter Lake Landfill:
The Otter Lake Landfill site opened during the year ended March 31,1998 and is expected to accept
waste for another 10 vears, until the fiscal vear ended March 31, 2024,
The site’s design consists of nine cell phases with an expecled total capacity of 4,244,000 tonnes
(December 2013 - 4,244,000 tonnes, March 2014 - 4,244,000 tonnes).
Post closure care activities for this site include perpetual care that is expected to occur until 2045 and will
involve the management and monitoring of groundwater, gas and leachate levels, operating and
monitoring the leachate treatment plan when necessary, removal of buildings, site cleanup and general
site maintenance.
The liability was adjusted for capacity used of 100% for the closed cells and 58.37% (December 2013 -
38.20%, March 2014 - 37.59%) of Cell 6.
Mengoni Landfill:

The Mengoni Landfill site closed during the year ended March 31, 2008. A closure plan and an
environmental audit were completed in 2008. Post closure care activities for this site include perpetual
care that is expected to occur until 2029 and will involve the management and monitoring of groundwater,
gas and leachate levels, operating and monitoring the leachate treatment plan when necessary, removal
of buildings, site cleanup and general site maintenance.
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
{In thousands of dollars)

10. Solid waste management facilities liabilities {(continued):

Dec. 31,
2014
Sackville  Otter Lake Mengoni Total

Estimated present value of closure

and post closure costs $ 20020 $ 33542 % 2472 $ 56,034
Less: Expenses incurred 16,527 24,905 2,250 43,682
3,493 8,637 222 12,352
Reserve fund 3,025 9,887 223 13,135
Amount to be funded
from future revenue $ 468 % {1,250} % (1} $ (783)
Dec. 31,
2013
Sackville Otter Lake Mengoni Total
Estimated present value of closure
and post closure costs $ 20,029 § 31655 % 2493 § 54177
Less: Expenses incurred 15,887 24,460 2,246 42,593
4,142 7,195 247 11,584
Reserve fund 3,622 7.801 233 11,656
Amount to be funded
from future revenue $ 520 $ (606) $ 14 § (72)
March 31,
2014
Sackville Ofler Lake Mengoni Total
Estimated present value of closure
and post closure costs $§ 19976 $§ 31693 % 2475 $ 54,144
Less: Expenses incurred 15,987 24,880 2,250 43117
3,089 6,813 225 11,027
Reserve fund 3,533 8,008 223 11,764
Amount to be funded
from future revenue $ 456 $§ (1,199 $ 28 (737)
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Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
(In thousands of dollars)

11.

12,

13.

Long-term debt:

The schedules of long-term debt attached to the consolidated financial statements detail the various terms
and conditions related to the long-term debt (see pages 31, 32 and 33).

Principal payments required in each of the next five years and thereafter on debt held as at December 31,
2014 are as follows:

2015 Remaining % 18
2016 38,371
2017 33,147
2018 20,959
2019 27,115
2020 21,976
Thereafter 62,331
Total 3 212,917

Miscellaneous Trust Funds:

Miscellaneous Trust Funds administered by the Municipality are reporied on separately, The total trust assets
under administration at December 31, 2014 are $7.6 million (December 31, 2013 - $7.1 million, March 31,
2014 - $7.4 million).

Commitments:

(a) The Municipality and its consolidated entities rent facilities under several long-term operating leases with
aggregate annual payments for each of the next five years approximating $6.7 million (December 31,
2013 - $6.2 million, March 31, 2014 - 6.7 million).

(b) The Municipality has entered into several long-term coniracts for waste resources operations with
aggregate annual payments for each of the next five years approximating $42 million (December 31,
2013 - $45 million, March 31, 2014 - $47 million).
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HALIFAX REGIONAL MUNICIPALITY

Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014

(In thousands of dollars)

14. Tangible capital assets:

Additions

Balance at (Net of . Balance at
Cost March 31, 2014 Transfers) Disposals Dec. 31, 2014
Land $ 287,046 55 § - $ 287,101
Land improvements 233,643 1,189 - 234,832
Buildings 449,961 55,000 (77) 504,884
Vehicles 198,945 342 (2,173) 197,114
Machinery and equipment 101,855 1,389 - 103,244
Roads and infrastructure 1,743,045 4,434 - 1,747,479
Dams 480 - - 480
Ferries 20,191 5,740 - 25,931
Leasehold improvements 3,030 - - 3,030
Assels under construction 68,222 52,220 - 120,442
Total $ 3,106,418 120,369 § (2,250) $ 3,224,537
Accumulated Balance at Amortization Balance at
amortization March 31, 2014 Disposals Expense Dec. 31, 2014

Land 3 - - $ - $ -
Land improvements 172,364 - 6,458 178,822
Buildings 194,064 (77) 11,381 205,368
Vehicles 106,145 (2,135) 11,572 114,582
Machinery and equipment 65,302 - 8,339 73,641
Roads and infrastructure 765,726 - 52,468 818,194
Dams 444 - 9 453
Ferries 19,034 - 386 19,420
Leasehold improvements 938 - 129 1,067

Assets under construction - - - -
Total $ 1,323,017 (2,212) $ 90,742 $ 1,411,547

Net book value

Net book value

March 31, 2014 Dec. 31, 2014
Land $ 287,046 3 287,101
Land improvements 61,279 56,010
Buildings 255,897 299,516
Vehicles 93,800 82,532
Machinery and equipment 36,553 29,603
Roads and infrastructure 977,319 929,285
Dams 36 27
Ferries 1,157 6,511
Leasehold improvements 2,092 1,963
Assels under construction 68,222 120,442
Total $ 1,783,401 $ 1,812,990
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Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014

(In thousands of dollars)

14. Tangihle capital assets {continued):

Additions

Balance at (Net of Balance at
Cost March 31, 2013 Transfers) Disposals Dec. 31, 2013
Land $ 290,821 3525 % - % 294,346
Land improvements 225,830 1,049 - 226,879
Buildings 428,982 - - 428,982
Vehicles 189,900 1,020 (2,821) 188,099
Machinery and equipment 91,482 2,039 - 93,521
Roads and infrastructure 1,703,529 9,746 - 1,713,275
Dams 480 - - 480
Ferries 19,425 - - 19,425
Leasehold improvements 3,030 - - 3,030
Assets under construction 43,764 89,840 - 133,604
Total $ 2997243 107,219 § (2,821) $ 3,101,641
Accumulated Balance at Amortization Balance at
amortization March 31, 2013 Disposals Expense Dec. 31, 2013

Land $ - - 5 - 5 -
Land improvements 164,188 - 6,13 170,320
Buildings 179,684 - 10,785 190,469
Vehicles 94,099 (2,704) 11,033 102,428
Machinery and equipment 54,160 - 7,967 62,127
Roads and infrastructure 696,786 - 51,442 748,228
Dams 432 - 9 441
Ferries 18,547 - 294 18,841
Leasehold improvements 766 - 129 895

Assets under construction - - - -
Total $ 1,208,663 (2,704) § 87,790 $ 1,293,749
Net book value Net book value
March 31, 2013 Dec. 31, 2013
Land $ 290,821 3 294,346
Land improvements 61,641 56,559
Buildings 249,298 238,513
Vehicles 95,801 85,671
Machinery and equipment 37,322 31,394
Roads and infrastructure 1,006,743 965,047
Dams 48 39
Ferries 878 584
Leasehold improvements 2,264 2,135
Assets under construction 43,764 133,604
Total $ 1,788,580 $ 1,807.892
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Notes to Consolidated Financial Statements

For the nine months ended December 31, 2014

(In thousands of dollars)

14. Tangible capital assets:

Additions

Balance at (Net ot Balance at
Cost March 31, 2013 Iransters) Disposals March 31, 2014
Land 5 290,821 3,032 % (6,807) % 287,046
Land improvements 225,830 7,813 - 233,643
Buildings 428,982 20,979 - 449,961
Vehicles 189,900 12,956 (3,911) 198,945
Machinery and equipment 91,482 10,373 - 101,855
Roads and infrastructure 1,703,529 39,516 - 1,743,045
Dams 480 - - 480
Ferries 19,425 766 - 20,191
Leasehold improvements 3,030 - - 3,030
Assets under construction 43,764 24,458 - 68,222
Total $ 2,997.243 119,893 3§ (10,718) $& 3,106,418
Accumulated Balance at Amortization _ Balance at
amortization March 31, 2013 Disposals Expense March 31, 2014

Land 3 - - 3 - $ -
Land improvements 164,189 - 8,175 172,364
Buildings 179,684 - 14,380 194,064
Vehicles 94,099 {3,764) 14,810 105,145
Machinery and equipment 54,160 - 11,142 65,302
Roads and infrastructure 696,786 )] 68,949 765,726
Dams 432 - 12 444
Ferries 18,547 - 487 19,034
Leasehold improvements 766 - 172 938

Assets under construction - - - -
Total $ 1,208,663 (3,773) § 118,127 & 1,323.017
Net book value Net book value
March 31, 2013 March 31, 2014
Land $ 290,821 b 287,046
Land improvements 61,641 61,279
Buildings 249,298 255,897
Vehicles 95,801 93,800
Machinery and equipment 37,322 36,553
Roads and infrastructure 1,006,743 877,319
Dams 48 36
Ferries 878 1,157
Leasehold improvements 2,264 2,092
Assels under construction 43,764 68,222
Total $ 1,788,580 $ 1,783,4M
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For the nine months ended December 31, 2014
{In thousands of dollars}

14. Tangible capital assets {(continued):

(a)

(b)

(c)

(d)

(e)

®

Assets under construction:

Assets under construction having a value of $120,442 (December 31, 2013 - $133,604, March 31, 2014 -
$68,222) have not been amortized. Amortization of these assets will commence when the asset is
available for productive use.

Conftributed tangible capital assets:

Contributed tangible capital assets have been recognized at the fair market vaiue at the date of
contribution. The value of contributed assets received al December 31, 2014 are $4,489 {December 31,
2013 - $10,711, March 31, 2014 - $10,869) and is comprised of roads and infrastructure in the amount of
$4,434 (December 31, 2013 - $7.211, March 31, 2014 - $7,998) and land and land improvements having
a value of $55 (December 31, 2013 - $3,500, March 31, 2014 - $2,871).

Tangible capital assets disclosed at nominal values:

Where an estimale of fair value could not be made, the tangible capital asset was recognized at a
nominal value. Land is the only category where nominal values were assigned.

Works of art and cultural and historical assets:

The Municipality manages and controls various works of art and non-operational cuttural and historical
assets including buildings, artifacts, paintings and sculptures located at Municipal sites and public display
areas. These assets are not recorded as tangible capital assets and are not amortized.

Write-down of tangible capital assets:

The write-down of tangible capital assets during the period was $nil (December 31, 2013 - $nil, March 31,
2014 - $nil}.

Roads and infrastructure:

Roads and infrastructure at December 31, 2014 have a net book value of $929,285 (December 31, 2013 -
$965,047, March 31, 2014 - $977,319) and are comprised of: road beds - $287,532 (December 31, 2013 -
$297,651, March 31, 2014 - $296,673), road surfaces - $321,325 (December 31, 2013 - $339,398, March
31, 2014 - $349,846), infrastructure - $309,548 (December 31, 2013 - $317,500, March 31, 2014 -
$319,732) and bridges - $10,880 (December 31, 2013 - $10,498, March 31, 2014 - $11,068).
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Notes to Unaudited Consolidated Financial Statements

For the nine months ended December 31, 2014
{In thousands of dollars)

15. Accumulated surplus:

Accumulated surplus consists of individual fund surplus and reserve funds as follows:

Dec. 31, Dec. 31, March 31,
2014 2013 2014
Surplus
Invested in tangible capital assels $ 1600073 § 1,588,755 $ 1,564,281
Other 26,615 31,531 18,152
Equity in Halifax Regional Water Commission 838,744 831,067 823,742
Funded by reserves
Landfill closure costs (12,352) {11,584) (11,027)
Unfunded
Accrued interest (1,040) (1,161) {2,875)
Employee benefits (13,399) {12,956) {13,092)
Total surplus 2,438,641 2,425,652 2,379,181
Operating reserves set aside by Council
Self insurance 4,230 4,174 4173
Operations stabilization 1,011 1,676 1,682
Snow and ice control variable operating 4,409 4,350 4,365
Service improvement 3,662 1,779 4,015
Cemetery maintenance 170 165 166
Culture development 1,383 1,123 1,218
Municipal elections 1,392 1,047 1,151
EMO cost recovery 346 3 343
Marketing levy special events 126 529 625
DNA costs 403 97 126
Titanic commemorative 80 59 64
Central library capital campaign and development 3,482 3,761 4,355
Major events facilities 1,617 1,381 1,285
Operating cost of new capital 3,415 3,254 4,419
Information and communication technologies 4,442 4,938 4,491
Police emergency and extraordinary investigation 1,023 1,010 1,013
Police officer on the job injury 1,778 1,615 1,760
Commons enhancement = 1 1
Provincially funded police officers and facility lease 3,610 2,951 3,574
Convention Centre 1,639 1,148 1,263
LED street light conversion 646 7,977 7,881
Operating surplus, transit portion - - 3,000
Operating surplus 5,974 = 5,954
Regional parking strategy and urban core improvements 754 - -
Total operating reserves set aside by Council 45,492 43,376 56,924
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15. Accumulated surplus (continued):

Dec. 31, Dec. 31, March 31,
2014 2013 2014
Capital and equipment reserves set aside by Council
Sale of capilal assets $ 3235 § 390 % 1,042
Businessfindustrial parks expansion 22,207 20,801 20,568
Capital surplus 3,504 3,155 2,981
Parkland development 4,511 3,644 3,834
Sackyville landfill closure 3,025 3,622 3,533
Otter Lake landfill closure 9,887 7.801 8,008
Mengoni landfill closure 223 233 223
Waste resources capital 21,220 14,662 16,585
Upper Sackville turf 132 117 116
MetroPark parkade 2,344 2,177 2,19
Strategic growth 17,410 16,912 18,227
HRM sustainable communities 336 536 572
Rural fire = 738 41
Ferry replacement 4,669 9,674 8,257
Capital replacement 1,534 2,689 2,855
Energy and underground services co-location 1,917 2,251 2,012
Bedford South capital cost contribution interchange - 39 39
Gas tax 17,910 6,685 12,132
Alderney Gate recapitalization 1,478 1,514 1,569
Regional capital cost contribution 4,650 3,511 3,758
Community facility partnership 543 536 538
Kingswood water - 4 4
5594-96 Morris Street 83 79 82
Rockingham community centre - 14 14
Captain William Spry centre - 2 2
Richmond school - 1 1
Waterfront development 188 116 139
Central Library capital replacement 88 10,585 4,247
Library recapitalzation 603 - -
BMO centre life cycle 1,060 814 850
Bus replacement 4,521 2,473 2,982
Regional facility expansion 9,836 8,143 8,260
Halifax Transit technology 1,870 - 1,852
Total capital reserves set aside by Council 138,584 123,918 128,214
General fleet 2,438 2,246 2,289
Police vehicles 674 615 637
Fire and emergency service vehicles and equipment 727 669 725
Fuel system - 30 30
Total equipment reserves set aside by Council 3,839 3,560 3,681
Total capital and equipment reserves set aside by Council 142,423 127,478 131,895
Total accumulated surplus $ 2626556 $ 2596506 $ 2,568,000
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16. Contingent liabilities:

(a)

(b)

(c}

(d)

As of December 31, 2014, there are a number of claims against the Municipality and ils consolidated
entities in varying amounts and for which provisions have been made in these financial statements, as
appropriate. It is not possible to determine the amounts that may ultimately be assessed against the
Municipality with respect to these claims, but management believes that any such amounts would not
have a material impact on the financial position of the Municipality.

The Municipality is the plaintiff in various proceedings, which have arisen, in the normal course of carrying
on its operations. It is not possible at this time to determine the amounts the Municipality may receive
with respect to these claims.

In September 2014, HRM Council approved a blanket guarantee for HRWC debt subject to HRWC
maintaining a debt service ratio of 35% or less. The debt service ratio is currently 21.2% at December 31,
2014 (December 31, 2013 - 22.0%, March 31, 2014 - 22.91%). As at December 31, 2014, total
outstanding debt is $234.6 million (December 31, 2013 - $218.8 million, March 31, 2014 - $215.1 million),
with maturity dates ranging from 2014 to 2023. The Municipality is responsible for outstanding debt of
$65.7 million {December 31, 2013 - $72.7 million, March 31, 2014 - §72.7 million) recoverable from the
HRWC.

The Municipality is engaged in an arbitration with an operator of a composting facility at Goodwood. The
outcome of the arbitration can not be determined at this time. Depending on the outcome of the arbitration
the Municipality may be required to purchase certain assets and equipment at a book value, as defined by
agreements with the contractor, of $7.3 millien.

17. Financial instruments:

(a)

(b}

Fair value:

The fair value of the Municipality's financial instruments that are comprised of cash and short-term
deposits, taxes receivable, accounts receivable, loans, deposits and advances and accounts payable and
accrued liabilities approximate their carrying value due to their short-term nature.

The fair value of investments is considered to be market value. The market value of investments is
disclosed in note 5.

It is not practical to determine the fair value of the investment in the HRWC due to the lack of comparable
market information.

Unless otherwise noted, it is management's opinion that the Municipality is not exposed to significant
interest. or currency risks arisina from these financial instruments.

Credit risk:

The Municipality is exposed to credit-related losses in the event of non-performance by counterparties to
the financial instruments. Wherever possible, the Municipality attempts lo minimize credit exposure by
dealing only with credit worthy counterparties and/or obtaining sufficient security for the applicable
financial instrument.
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18. Amounts contributed for provincially mandated services:

Budget Dec. 31, Dec. 31, March 31,

2014 2013 2014

School boards 5 102,827 $ 102,827 § 98,636 § 131,529
Assessment services 5,111 511 5,074 6,765
Social housing 1,924 1,924 1,954 2,569
Correctional services 4,918 4,918 4,872 6,497
Total $ 114,780 § 114,780 § 110,536 $ 147,360

(a)

(b)

(c)

(d)

School boards:

As at December 31, 2014, the Municipality has provided a mandatory contribution in the amount of $89.9
milion (December 31, 2013 - $85.3 million, March 31, 2014 - $113.8 million) and supplementary
contributions of $12.9 million (December 31, 2013 - $13.3 million, March 31, 2014 - $17.7 million) to the
Halifax Regional School Board and the Conseil scolaire acadien provincial. These contributions are
recorded as expenses in educational services.

Assessment services:

The Municipality is required to pay a share of the cost of operating the Property Valuation Services
Corporation based on the total municipal assessment cost times the average of the Municipality’s share of
the Uniform Assessment and the Municipality's share of assessment accounts. This expense is included
in general government services.

Social housing;

The Municipality is required to pay a share of the costs of the operations of the Metropolitan Regional
Housing Authority. This expense is included in general government services.

Correctional services:

Municipalities in Nova Scotia are required to make a mandatory contribution to fund the cost of
correctional services. The contribution is set by provincial formuta and is included in protective services.
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19. Budget data:

The budget data presented in these consolidated financial statements is based upon the fiscal 2015 operating
and project budgets approved by Council on April 1, 2014, plus the budgeted figures of the various Agencies,
Boards and Commissions included in the consolidated statements, to the extent that they could be reasonably
determined.

PSAB 3150 Tangible Capital Asset accounting standards have not been adopted for budget preparation
purposes. The fiscal 2015 Council approved budget has been modified to reflect these adjustments.

March 31, March 31,
2015 2014
Revenue
Operating budget $ 844,347 § 823,992
Project budget 143,694 165,043
988,041 989,035
Less:
Miscellaneous capital funding (4,731) {18,745)
Principal and interest recovery from Halifax Regional
Water Commission (10,784) {11,190)
Tax concessions (5,715) (5,625)
Transfers from reserves to capital (23,250) (38,612)
Transfers operating to capital (48,331) (49,344)
Long-term debt issued (40,482) {30,390)
(133,293) (153,906)
Add:
Revenues from agencies, boards and commissions 30,584 29,600
Prior year surplus area rates 3,293 715
Proceeds from sale of assets deposited lo reserves 36,725 24,598
Interest on reserves 2,046 1,692
Development levies in reserves 1,520 1,190
Other reserve revenue 385 1,770
Tangible capital assets related adjustments 14,541 16,628
Increase in equity of the Halifax Regional Water Commission 15,002 7,000
104,096 83,193
Total revenue $ 958,844 $ 918,322
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19. Budget data (continued):

20.

2015 2014
Expenses
Operating budget $ 844,347 $ 823,992
Less:
Tax concessions {5,715) (5,625)
Transfers operating to capital (48,384) (49,344)
Transfers operating to reserves (17,560) (18,590)
Change in solid waste management facilities liabilities {1,040) 420
Principal and interest payments made on behalf of
Halifax Regional Water Commission (10,784) (11,190)
Long-term debt redeemed (36,874) (37,855)
(120,357) (122,284)
Add:
Expenses from agencies, boards and commissions 29,757 31,713
Cost of lots sold in business parks 1,492 1,938
Application of prior year surplus 3,293 6,177
Tangible capital assets adjustments including amortization 142,537 146,050
177,079 185,878
Total expenses 901,069 887,586
Annual surplus $ 57775 § 30,736

Segmented information:

The HRM is a diversified municipal government institution that provides a wide range of services to its citizens,
including fire, police, public transit, roads, waste and recycling services, water supply and distribution,

wastewater treatment, libraries, and recreation and cultural services.

Segmented information has been prepared by major functional classification of activities provided, consistent

with the Consolidated Statement of Operations and provincially legislated requirements.
The major segments are as follows:

General government services: Activities thal provide for the overall operation of the Municipality and that
are commoen to, or affect all of, the services provided by the Municipality. This includes the activities of
the Mayor and Council as well as the following administrative activities: human resources, legal services,
facilities management, office of the Audilor General, finance and information, communications and

technology, and the office of the Chief Administrative Officer.
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