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TO: Mayor Kelly and Members of Halifax Regional Council
SUBMITTED BY: . /¥ LC /Mt 400 Al i
S. Dale MacLennan, CA/Ditector, Finance
DATE: February 23, 2006
SUBJECT: Third Quarter 2005/2006 Financial Report
INFORMATION REPORT
ORIGIN

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

. a report of operating fund surplus / (deficit) by area;

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

. regular updates on the balance in the Capital Reserve Pool (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 surplus of $3,076,000 is being projected as of the end of the third quarter. Details by business unit
are included in Attachments 1 and 2 to this report. Overall, the projected surplus is made up of a net
departmental deficit of $642,000 and a net projected surplus of $3,718,000 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 impact of the following significant items are being monitored as the year progresses:

- Fuel price increases with a potential to increase fuel costs as much as $2.5 million over budget
($1.5M of this potential cost is included in the current projections);

- Winter Works Program - Snow and Ice removal costs have been significantly over budget in recent
years and the third quarter forecast does not include any projected variance related to potential snow
events from January to March, inclusive;

- Sackville Landfill reserve funding requirements;

- Finalization of the Pockwock LIC refund.

Hurricane Juan occurred on September 29, 2003 and the associated costs and commitments have
been accumulating from that time forward. A total of $1.98 million in Juan related expenditures was
incurred in the first nine months of 2005/06. The majority of the expenditures are expected to be
recoverable, however any anticipated unrecoverable Juan expenditures have been included in the
business unit forecasts.

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 December 31, 2005 is included as Attachment #4 to this report.
The statement shows, by business unit, the expenditures against the total budget as at December 31st
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.
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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 $89 million. This brought
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 $37
million comprised primarily of the following: $24.2M for the Alderney Gate purchase, an additional
$5.3M for Highway 111/Portland Street in CCC funding, $760K for various resurfacing and paving
renewal projects, an additional $1.8 million for Glenmount/Millview Sewer & Water, which is to
be funded from debt, and various water, sewer and miscellaneous projects totalling $4M. Figures in
the attachment also include approval of $18.2M in advance funding for 2006/07 and a reduction of
$17.2M due to projects closed to fixed assets.

The report of expenditures from Councillors’ District Capital Funds is 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 third quarter
to December 31 are included as Attachment #6.

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 $56,233,000
at March 31, 2006. Based on the current projection the net balances are now projected to be

$52,330,000 at March 31, 2006. The net decrease can be attributed to a few major items:

. Land appropriation ($3,370,000)

. A reduction in planned expenditures from the Pollution Control Reserve Q106 $2,000,000

. A reduction in the expected contributions to Q105 Environmental Protection attributed to
reduced water consumption in HRM in 2005/06 ($2,000,000)

. Anticipated withdrawal of ($1,366,000) from the Variable Operating Stabilization Reserve

to offset the reduction in recoveries for the HST Offset and the increased provincial
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assessment charges

Reduction in contributions for Sale of Land Reserve ($1,000,000)

An increase in the Business Parks Sale of Land Reserve of $2,500,000

Various water and sewer projects funded from the Sewer Redevelopment Reserve
($1,007,000) including the oversizing component of Herring Cove Water and Sewer
Burnside phases 1 - 5 ($500,000)

Otter Lake landfill ($388,000)

Commonwealth Games bid ($375,000)

Mosher River fire station ($251,000)

Metro Transit EPC ($250,000)

Oil spill remediation ($221,000)

Further reserve variance explanations are included in Attachment #7 to this report.

Capital Reserve Pool Balance:

The balance in the Capital Reserve Pool (CRESPOOL) as of December 31,2005 is $0. Activity since
September 30,2005 has included $232,000 transferred into and out of the Pool, related to a transfer
from CPIC-Interface Hardware and Software to Police Training Centre - Northbrook School.

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.
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ATTACHMENTS

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

2. Explanation of Projected Surplus/(Deficit)

3. Halifax Regional Municipality Operating Fund Balance Sheet as at December 31, 2005

4, Halifax Regional Municipality Capital Statement as at December 31, 2005

5. Report of Expenditures in the Councillors’ District Capital Funds to December 31, 2005

6. Report of Expenditures in the Recreation Area Rate Accounts to December 31, 2005

7. Halifax Regional Municipality Reserve Funds Projection to December 31, 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 (‘MA Operations Manager, Accounting 490-7222

, f?;/ = A J7 L < i L /!5(’135/ JUIA i~
Reviewed by: ' Catherine Sanderson, CK/IA Senior Manager Financial Services  490-1562




Attachment #1

Halifax Regional Municipality Operating Results
for the period from April 1, 2005 to December 31, 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 December 31, 2005

BUSINESS UNIT VARIANCE ANALYSIS

« Governance - Marketing and Promotions is projecting to be over budget primarily
related to increased postage costs and increased volume for postal services; also printing
and reproduction costs incurred but not being charged back to the business units.

+ Environmental Management Services - ICI tipping fees increase due to enforcement
of by-law (haulers returning to Otter Lake); rate per tonne increased from $18/T to
$21/T.

 Fire & Emergency Services - Impact of fuel cost increases.

« Financial Services - Parking Fines revenue is down due to the number of tickets being
issued; the anticipated increase in parking ticket revenue will also not be realized due to
the delay in legislative approval.

« Recreation, Tourism and Culture - Impact of a budget increase in Civic Events
revenue not realized due to offsetting increase in related expenditures, arena revenue
shortfall and other miscellaneous unanticipated charges.

¢ Real Property and Asset Management - There is a projected increase in costs for such
items as heating fuel, refuse collection, environmental cleanup, renovations and leases;
however these are more than offset by an increase in Business Parks revenue and
salaries savings due to vacancies and staff transfers to winter works program.

+ Transportation and Public Works - Increased fleet operational costs for fuel, parts and
miscellaneous charges, net of a projected Public Works Operations surplus due to lower
than anticipated operational/maintenance charges. The projected deficit does not reflect
any potential cost overrun for snow and ice control for the last quarter of the fiscal year.

« Shared Services - Surplus due to staff vacancy net of consultant costs; reduced
expenditures due to the late roll-out of mobile (CAD/RMS) pilot.

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

$

(244,000)

507,000

(101,000)

(541,000)

(238,000)

247,000

(389,000)

140,000

(23,000)

TOTAL BUSINESS UNIT NET SURPLUS/(DEFICIT)

$(642,000)




» Property Taxes

. Increased fire protection revenue due to higher than expected plant in
service at HRWC and revenue from otherwise exempt property (see $1,075,000
following page for use of funds).
. Cost of temporary tax credit was less than budgeted, 500,000
. Various other taxes higher due to valuation differences and the allowance
for appeals from January 2005 roll. 290,000
« Deed Transfer Taxes - Increased due to property transactions, including the sale of a
large commercial property. 1,500,000
» Tax Agreements
. Increase in Hotel Tax rate was delayed from April 2005 to January 2006
resulting in reduced revenues, (500,000)
. Second payment-in-lieu of taxes related to the Alderney Gate property
was not applicable due to HRM’s purchase of the property in August. (252,000)
* Own Source Revenue
. Actual interest rates were higher than what had been included in the
budget (3.15% compared to 2.5%). Approximately $1.2M of the surplus
was caused by Money Market Pool funds, all of which will be paid to a 2,300,000
reserve fund (see following page).
. Parking meter revenues are less than anticipated. (240,000)
« Payment in Lieu of Taxes - Received more for Federal and Provincial properties due to 412,000

assessment differences and to additions/reductions in properties.

+ Supplementary Education - Shortfall due to adjustment of the assessment related to (422,000)
Imperial Oil

« Unconditional Transfers - A recovery of HST from the Province of Nova Scotia was
less than had been forecast. This recovery is calculated from the total HST costs for
HRM as a percentage of the total HST costs for all Nova Scotia municipalities. The (406,000)
shortfall is due to a variation from the spending which had been originally estimated.

« Total of other categories of fiscal revenues where the projection is within $100,000 of 35,000
budget.

TOTAL PROJECTED FISCAL SERVICES REVENUE SURPLUS/(DEFICIT) $ 4,292,000




+ Reserves - A proposed transfer from the Variable Operating Stabilization Reserve is

being recommended to cover the projected shortfall from the HST Offset and the $1,347,000
increased Provincial Assessment System charges.
+ Fire Protection - Extra funds earned from fire protection charges allocated for HRWC (1,074,000)
projects in 2005/06 with remaining surplus to be applied against 2006/07 Fire Protection
charges.
» Transfers to Outside Agencies
. Increased cost of Provincial Assessment System, (933,000)
. Projected deficit related to the Corrections contribution (150,000)
. Payment to Metropolitan Regional Housing Authority less than budgeted 174,000
s+ Provision for Valuation Allowance - Increase in valuation allowance required for (158,000)
shortfall in payments-in-lieu of taxes for Ports Authority, CBC, and Canada Post
» Interest on Reserves - payment to reserve fund of increased interest earned on reserve (1,228,000)
fund balances due to higher interest rates
* Other
. Reduced transfer to reserve fund due to the delay in implementation of the 580,000
increased Hotel Tax
. Contract to be signed for less than had been anticipated 816,000
« Total of all other categories of fiscal expenses- where the projection is within $100,000 of 52,000
budget
TOTAL PROJECTED FISCAL EXPENDITURE SURPLUS/(DEFICIT) $ (574,000)

NET PROJECTED OPERATING SURPLUS

$

3,076,000




Attachment #3

Halifax Regional Municipality Operating Fund Balance Sheet
as at December 31, 2005



HALIFAX REGIONAL MUNICIPALITY
Operating Fund Balance Sheet

Attachment # 3
Page 1 of 2

December 31, 2005, with comparative figures for December 31, 2004 and Year end March 31,2005

(In thousands of doliars)

31-Dec-05 31-Dec-04 31-Mar-05
Assets
Cash and short term deposits 251,370 $ 234,120 $ 164,222
Receivables:
Taxes, net of allowance 23,493 22,284 18,194
Local improvement charges 5,298 6,766 6,869
Federal government and its agencies, net of allowance 4,276 2,200 3,185
Provincial government and its agencies, net of allowance 8,021 340 9,246
Own funds and agencies 187,892 141,302 168,682
Other receivables, net of allowance 15,468 14,632 14,961
244,448 187,524 221,137
Loans and advances 5,084 4,526 4,348
Tangible assets:
Inventories, at cost 4,466 3,983 3,748
Properties acquired at tax sale 179 179 179
4,645 4,162 3,927
Other assets:
Deferred transition costs 5,312 7,673 7,082
Prepaid expenses 605 457 1,412
Deferred debt discount 1,936 1,750 1,700
7,853 9,880 10,194
513,400 $ 440,212 % 403,828




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 2 of 2
December 31, 2005, with comparative figures for December 31, 2004 and Year end March 31,2005
(In thousands of dollars)
31-Dec-05 31-Dec-04 31-Mar-05
Liabilities and Accumulated Surplus
Payables:
Federal government and its agencies 5 157 191 § 2,470
Provincial government and its agencies 9 6 10,622
Own funds and agencies 322,157 272,142 297,042
Trade accounts 4,783 2,898 5,931
Accrued liabilities 40,486 32,613 48,813
Other 5,313 5,644 4,179
372,905 313,494 369,057
Other liabilities:
Prepayment of taxes 0 0 20,460
Deferred revenue 9,214 11,685 11,034
9,214 11,685 31,494
Accumulated surpluses 131,281 115,033 3,277
$ 513,400 440,212 $ 403,828




Attachment #4

Halifax Regional Municipality Capital Statement
as at December 31, 2005
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Attachment #5

Report of Expenditures in the Councillors’
District Capital Fund
to December 31, 2005
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to December 31, 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 December 31, 2005)

Actual Budgeted Projected
Balance Balance Balance
March 31/05 March31/06 March 31, 2006 Variance

Equipment Reserves $ 2,766,000 $ 2,052,000 $ 2,024,000 $ (28,000
Operating Reserves $ 9,454,000 $ 7,243,000 $ 6,201,000 $ (1,042,000)
Capital Reserves $39,750,000  $30,931,000 $26,303,000 $ (4,628,000)

Pollution Control Reserves §$ 24.483.000 $ 16,007,000 $ 17.802.000 $ 1.795.000

TOTAL RESERVES $ 76,453,000  $56.233.000 $ 52,330,000 $ (3.903,000)

Explanation of Projected Variances:

Equipment Reserves:

Increased interest revenue due to timing of vehicle purchase net of reduction in projected contributions.

Operating Reserves:

Q310 Service Improvement Reserve - Council approved unbudgeted withdrawal of $112,500 for the
Expanding Ferry Network and $250,625 for Metro Transit;

Q312 Heritage, Cultural - Decrease in approved funding for Granville Mall Lighting and Wayfinding;
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.
Additional projected contributions due to increased hotel levy income ($90K from regular revenue and
$60K from the increase in the hotel levy of 0.5%), reimbursement of loans issued to metro Transit
(LED), and a transfer of $108K from the pollution control reserve to sludge tipping fees reserve
(2004/05 approval).

Capital Reserves.

Council approved withdrawals for the following: oversizing component of Herring Cove Water and
Sewer, recommended land expropriation in an in-camera report, Burnside Phase 1 - 5 Development,
Cuisack St. Outfall, Maitland Street Outfall, Highway 101 Landfill, Otter Lake Landfill, Moser River
Fire Station, Culvert Replacing Herring Cove, oil spill clean-up, and Metro Transit EPC. There was
also an approved reduction in the budget for District Energy Concept. In third quarter there were
additional approvals for a reduction in the Sale of Land contributions ($1M), increase in Business Parks



Sale of Land proceeds ($2.5M), reduction in sewer redevelopment levies ($300K), and an increase in
Windsor Junction Water recoveries ($52K). Additionally, Council approved funding from reserves for
Sullivan’s Pond Outlet Pipe ($52K), St. Margaret’s Bay land purchase ($24.3K) and Weir Field
upgrades of $15K).

Pollution Control

There is a reduction of $2M in the projected contributions for Q105 Environmental Protection Charges
attributable to a decrease in water consumption for 2005/06. This is offset by a reduction in budgeted
expenditures from Q106 Wastewater/Stormwater Reserve.

The Pollution Control variance is related to interest income being higher than budgeted due to higher
interest rates.



Attachment #8

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