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October 18, 2005

TO: Mayor Kelly and Members of Halifax Regional Council

SUBMITTED BY: Mﬁ/féﬂ/’%

S. Dale MacLennan, CA, D’irec\tor, Financial Services

DATE: October 11, 2005

SUBJECT: First Quarter 2005/2006 Financial Report
INFORMATION REPORT

ORIGIN

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

. a report detailing district capital expenditures in accordance with the Capital Fund Policy
approved by Council on May 16, 2000,

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

. a report detailing recreation area rate expenditures in accordance with the Recreation Area
Report Policy approved by Council on May 14, 2002.
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DISCUSSION

Operating Statement:

A deficit of $1,112,426 is being projected as of the end of the first quarter. Details by business unit
are included in Attachments 1 and 2 to this report. Overall, the projected deficit is made up of a net
departmental deficit of $962,675 and a net projected deficit of $149,751 in fiscal services. The
current projection includes a transfer of funding from the variable operating stabilization reserve in
the amount of $1,366,064 to cover the increased costs related to the provincial assessment system
and reduced recovery in HST offset.

The second quarter report which will be coming to Council in November will provide updated
projections, including the impact of the following significant items that are being monitored as the

year progresses:

- Fuel price increases which have the potential to be as much as $3 million over budget;
- Deed Transfer Tax Revenues - the budget was increased in 2005/06 due to a trend for increasing
revenues from this source, however based on available information to date a surplus may still be

realized in this area;
-Tax credit program - anticipated cost is lower than the $2.5 million budgeted.

Hurricane Juan occurred on September 29, 2003 and the associated costs have been accumulating
from that time forward. A total of $905K in Juan related expenditures was incurred in the first three
months of 2005/06. An update on Juan expenditures and recoveries will be included in the second
quarter report,

Business units continue to monitor their budgets and projections such that the fiscal year will not end
in a deficit position.

Capital Fund Statements:

A summary Capital Statement as at June 30, 2005 is included as Attachment #4 to this report. The
statement shows, by business unit, the expenditures against the total budget as at June 30" and the
budget not yet spent or committed. The total budget is made up of the balance forward from prior
years, the 2005/06 approved capital budget, plus approved budget adjustments in the current year
-to-date.

The total budget brought forward as shown on the Capital Statement is $606 million, however, this
is the gross budget carried forward from prior years. Net of expenditures and commitments as at
March 31, 2005, the carry forward unspent/uncommitted budget was $160 million. This brought
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forward budget amount is reduced throughout the year as projects are closed and transferred to fixed
assets or through other approved budget transfers.

Relative to the 05/06 capital budget, the net approved adjustment year-to-date is an addition of $1.53
million. This includes an additional $1.4 million for Glenmount/Millview Sewer & Water, which
is to be funded from debt and an additional $160,000 for Armshore Drive Sewer Servicing, which
is to be funded from Local Improvement Charges.

The report of expenditures from Councillors’ District Capital Funds in included as Attachment #5.

Recreation Area Rate Accounts:

In conjunction with the approval of the Recreation Area Rate Policy on May 14, 2002, staff
committed to provide a financial report for each recreation area rate fund, on a quarterly basis, to the
applicable area rate association or society and Regional Council. The reports for the first quarter to
June 30 are included as Attachment #6. At this point in the year, the reports show only expenditures
to date plus the surplus/deficit brought forward from the prior year. Area Rate revenue is not
recorded until the final tax bills are processed in the second quarter of the year.

Reserves Statement:

The net available reserve balances at March 31, 2005 were $76,453,000. This represents total
reserve balances of $165,800,000 net of appropriations of $89,347,000.

The reserves budget for 2005/06 anticipated the net available reserves balances to be $59,126,000
at March 31, 2006. Based on the current projection the net balances are now projected to be
$55,314,000 at March 31, 2006. The decrease can be attributed to a few major items:

. Additional unbudgeted Council approved expenditures for expanding Ferry Network
($112.5K), land appropriation ($2.1M), and oversizing component of Herring Cove Water
and Sewer ($540K).

. Additional grant of $235,000 from the province for the Library Capital Campaign.

. Anticipated withdrawal of $1.37 million from the Variable Operating Stabilization Reserve
for the reduction in recoveries for the HST Offset and the increased provincial assessment
charges.

Further reserve variance explanations are included in Attachment #7 to this report.
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Capital Reserve Pool Balance:

The balance in the Capital Reserve Pool (CRESPOOL) as of June 30, 2005 is $0. The last report
to Council on CRESPOOL was in conjunction with the 2004/05 fourth quarter report which reported
the balance at March 31, 2005 as $54,486.

Activity since March 31, 2005 has included $175,065 transferred in to the Pool, which was related
to completed and closed projects and $229,551 transferred out and applied to 2005/06 debt.

Complete details of the amounts transferred in and out are included in Attachment #8 to this report

BUDGET IMPLICATIONS

Any surplus (deficit) in this operating year is required to be carried forward and included in the
operating statement of the next fiscal year.

FINANCIAL MANAGEMENT POLICIES/BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved Operating,
Capital and Reserve budgets, policies and procedures regarding withdrawals from the utilization of
Capital and Operating reserves as well as any relevant legislation.

ATTACHMENTS

1.

Halifax Regional Municipality Operating Results for the period from April 1, 2005 to June 30,
2005 with comparative data for the prior fiscal year and projections to March 31, 2006 - Net
Expenditures, Gross Revenue and Gross Expenditures

Explanation of Projected Surplus/(Deficit)

Halifax Regional Municipality Operating Fund Balance Sheet as at June 30, 2005

Halifax Regional Municipality Capital Statement as at June30, 2005

Report of Expenditures in the Councillors’ District Capital Funds to June 30, 2005

Report of Expenditures in the Recreation Area Rate Accounts to June 30, 2005
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7. Halifax Regional Municipality Reserve Funds Projection to June 30, 2005

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

Additional copies of this report, and information on its status, can be obtained by contacting the Office of the Municipal Clerk at 490-
4210, or Fax 490-4208.

Report Prepared by: Anna Emeno, CMA, Operations Manager, Accounting 490-7222

Reviewed by: Catherine Sanderson, CMA, Senior Manager Financial Services  490-6470




Attachment #1

Halifax Regional Municipality Operating Results
for the period from April 1, 2005 to June 30, 2005
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Attachment #2

Explanation of Projected Surplus (Deficit)



Halifax Regional Municipality

Explanation of Surplus (Deficit)
For the Year ended March 31, 2006
as of June 30, 2005

BUSINESS UNIT VARIANCE ANALYSIS

 Net Surplus/ (Deficit)

+ Governance - Marketing and Promotions is projecting to be over budget primarily
related to increased postage costs and increased volume for postal services.

« Environmental Management Services - Projected decrease in Resource Recovery
Fund Board diversion credit due to a change in the formula, partially offset by an
increase in recovery of waste export tipping fees.

« Recreation, Tourism and Culture - Budget for increase in Civic Event not realized
due to offsetting increase in related expenditures, transfer of Outdoor Facility scheduler
operations from RPAM without a transfer in the budget.

« Real Property and Asset Management - Projected increase in costs for such items as
Heating Fuel, refuse collection, environmental cleanup, renovations, leases and various
other smaller variances. Projected deficit is partially offset by a projected surplus in
salaries and benefits.

« Regional Police - Projecting an increase in revenues primarily as a result of recoveries
for members seconded to outside agencies. Increased expenditures are related to
overtime costs and two special programs.

« Shared Services - Projected expenditure for CAD/RMS program. Also projecting an
increase in revenues which are fully offset by increased costs related to technical

infrastructure.

« Other Business Unit Net Deficit where business unit projection for gross revenue and
gross expenditures are within $100,000 of budget.

$

(174,799)

(31,200)

(289,835)

(232,600)

(64,672)

(179,349)

9,780

TOTAL BUSINESS UNIT NET DEFICIT

$(962,675)




T ot s o

FISCAL SERVICES REVENUE VARIANCEANALYSIS | Net Surplus(@ecit) _

« Unconditional Transfers - The HST Offset has a shortfall. This recovery is calculated $ (432,380)
from the total HST costs for HRM as a percentage of the total HST costs for all Nova
Scotia municipalities.

« Total of other categories of fiscal revenues where the projection is within $100,000 of 0
budget.

TOTAL PROJECTED FISCAL SERVICES REVENUE DEFICIT $ (432,380)




e

FISCAL SERVICESEXPENSEVARIANCES | NetSurplus/(Deficit)

« Transfers to Outside Agencies - Projected deficit related to the Corrections contribution, $ (1,083,435)
Provincial Assessment System charges.

« Reserves - A proposed transfer from VOSR is being recommended to cover the projected 1,366,064
shortfall from the HST Offset and the increased Provincial Assessment System charges.

« Total of all other categories of fiscal expenses where the projection is within $100,000 of 0
budget
TOTAL PROJECTED FISCAL EXPENDITURE SURPLUS $ 282,629

NET PROJECTED OPERATING DEFICIT $ (1,112,426)




Attachment #3

Halifax Regional Municipality Operating Fund Balance Sheet
as at June 30, 2005



HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 1 of 2

June 30, 2005, with comparative figures for June 30, 2004 and Year end March 31,2005
(In thousands of dollars)

30-Jun-05 30-Jun-04 31-Mar-05
Assets
Cash and short term deposits $ 258,552 § 232,228 § 164,222
Receivables:
Taxes, net of allowance 24,011 28,400 18,194
Local improvement charges 6,329 6,236 6,869
Federal government and its agencies, net
of allowance 12,871 2,055 3,185
Provincial government and its agencies,
net of allowance 7,692 9,871 9,246
Own funds and agencies 164,610 96,632 168,682
Other receivables, net of allowance 770 10,022 14,961
216,283 153,216 221,137
Loans and advances 4,428 4,164 4,348
Tangible assets:
Inventories, at cost 3,830 3,654 3,748
Properties acquired at tax sale 179 178 179
4,009 3,832 3,927
Other assets:
Deferred transition costs 6,492 8,853 7,082
Prepaid expenses 439 57 1,412
Deferred debt discount 1,842 1,718 1,700
8,773 10,628 10,194

$ 492,045 § 404,068 $ 403,828




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 2 of 2

June 30, 2005, with comparative figures for June 30, 2004 and Year end March 31,2005
(In thousands of dollars)

30-Jun-05 30-Jun-04 31-Mar-05
Liabilities and Accumulated Surplus
Payables:
Federal government and its agencies $ 162 $ 112 § 2,470
Provincial government and its agencies 2,066 6,544 10,622
Own funds and agencies 304,860 227,284 297,042
Trade accounts 6,038 1,786 5,931
Accrued liabilities 43,042 42,773 48,813
Other 4,496 4,219 4,179
360,664 282,718 369,057
Other liabilities:
Prepayment of taxes 200,180 190,718 20,460
Deferred revenue 9,561 11,074 11,034
209,741 201,792 31,494
Accumulated surpluses (78,360) (80,442) 3,277

$ 492,045 $ 404,068 $ 403,828




Attachment #4

Halifax Regional Municipality Capital Statement
as at June 30, 2005
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Attachment #5

Report of Expenditures in the Councillors’
District Capital Fund
to June 30, 2005
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to June 30, 2005
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Attachment #7

Halifax Regional Municipality Reserve Fund Projection
to March 31, 2006



HALIFAX REGIONAL MUNICIPALITY Attachment #7
RESERVE FUNDS BALANCES
Projection to March 31, 2006 (As of June 30, 2005)
Actual Budgeted Projected
Balance Balance Balance
March 31/05 March31/06 March 31,2006 Variance
Equipment Reserves $ 2,766,000 $ 2,052,000 $ 2,052,000 $ —
Operating Reserves $ 9454000 $ 7,442,000 $ 6,264,000 $ (1,178,000)
Capital Reserves $ 39,750,000  $ 33,625,000 $30,986,000  $(2,639,000)
Pollution Control Reserves $ 24.483.000  $ 16.007,000 $16.012.000 $ 5.000
TOTAL RESERVES $ 76,453,000 $59,126.000 $ 55,314,000 $ (3.812,000)

Explanation of Projected Variances:

Operating Reserves:

Q310 Service Improvement Reserve - Council approved unbudgeted withdrawal of $112,500 for the
Expanding Ferry Network;

Q318 Library Capital Campaign - Grant from the province of $235,000 and operating funding of
$156,000 less a current year planned withdrawal of $135,000,

Q319 Major Events Facilities Reserve - A new Council approved reserve with current year
contributions to be $420,000 and withdrawal of $380,000;

Q308 Variable Operating Stabilization Reserve - Recommended withdrawal of $1,366,064 for the
increased costs for the provincial assessment system and reduced recovery for the HST Offset.

Capital Reserves:

Council approved withdrawals for the oversizing component of Herring Cove Water and Sewer and for
recommended land expropriation in an in-camera report.



Attachment #8

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