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REGIONAL MUNICIPALITY

Halifax Regional Council
September 3, 2002

TO: Mayor Kelly and Members of Halifax Regional Council
SUBMITTED BY: %Z:Z. ae /oA A B
S. Dale MacLennan, CA Director, Financial Services
DATE: August 30, 2002
SUBJECT: First Quarter 2002/2003 Financial Repoi .
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.

DISCUSSION

Operating Statement:

Currently, an operating deficit of $2,061,000 is being projected. Details by business unit are included
in Attachments 1 and 2 to this report, however, overall the deficit is made up of a net departmental
projected deficit of $644k and a net projected deficit in the fiscal services accounts of $1,417k.
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Within the fiscal services accounts, additional deed transfer tax and investment income is projected,
however, this does not cover additional costs related to Mandatory Education and the required
municipal contribution for Assessment and Correctional Services.

It should be noted that this projection will, in all likelihood, change as the year progresses and
additional information is available.

Capital Fund Statements:

A summary Capital Statement as at June 30, 2002 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 still available to be spent. The total budget is made up of the balance forward from prior
years, the 2002/03 approved capital budget plus approved budget adjustments in the current year-to-
date. The net approved adjustment year-to-date is an addition of $4 million. This is made up
primarily of an additional $1.5 million for new sportfield development to be funded from the Sale of
Land Reserve plus $2 million for the Halifax Metro Centre scoreboard and clock which is to funded
by debt, repaid in full by the Metro Centre.

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 first quarter to
June 30 are included as attachment #6. At this point in the year, the reports show only the
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 fiscal year.

Reserves Statement:

The net available reserve balances at March 31, 2002 were $68,615,200. This represents total reserve
balances of $108,829,700 net of appropriations of $40,214,500.

The reserves budget for 2002/03 anticipated the net available reserves balances to be $38,114,700
at March 31 2003 Based on the current proiection the net balances are now projected to be

@NE IO EAN At MAarnl 2T AANTY Tha seniantad dosras

$35.392.520 at March 21, 2002 The nrojscted decrease relates primarily to additional withdrys wals

approved after the annual budget process“

It should be noted that the current commitments in the Sale of Land reserve exceed the current
balance  Assuming expenditures from this reserve are made as budgeted, maintenance of a positive
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cash balance is contingent on sales occurring as projected. Asidentified in previous quarterly reports,
the cash flows in this reserve are being monitored by Financial Services and Real Property Services
to ensure the reserve will not be in a deficit position.

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 June 30, 2002 is $397.205 The last
report to Council on CRESPOOL was in conjunction with the 2001/02 third quarter report and the
reported balance at December 31, 2001 was $196,691

Activity since December 31 has included $8,153,542 transferred into the Pool and $7,953,028
transferred out. The major component of the transfers relates to the closure of two capital projects
relative to transit buses. In conjunction with the 2002/03 capital budget, these two projects, tot" 'ling
$7,256,375 were closed and the amounts transferred to CRESPOOL. The withdrawal of an equal
amount from CRESPOOL was also included in the 2002/03 capital budget. The 2002/03 Fiscal
Services operating budget includes a provision for an operating lease for the buses ordered under the
two closed capital projects.

Complete details of the Amounts Transferred In and Out are included in Attachment #8 to this report.

BUDGET IMPLICATIONS

Any surplus (deficit) at the end of this operating year, is required to be included in the budget of the
next fiscal year

FINANCIAL MANAGEMENT POLICIES/BUSINESS PLAN

This report complies with the Municipality’s Multi-Y ear 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, 2002 to June

30, 2002 with comparative data for the prior fiscal year and projections to March 31, 2003 -
Net Expenditures, Gross Revenue and Gross Expenditures

Explanation of Projected Deficit

Halifax Regional Municipality Operating Fund Balance Sheet as at June 30, 2002
Halifax Regional Municipality Capital Statement as at June 30, 2002

Report of Expenditures in the Councillors’ District Capital Funds to June 30, 2002
Report of Expenditures in the Recreation Area Rate Accounts to June 30, 2002
Halifax Regional Municipality Reserve Funds Projection to March 31, 2003

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: Pam Caswill, CA, Manager of Accounting 490-6324
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Explanation of Projected Deficit



Halifax Regional Municipality

Explanation of Projected Deficit
For the Year ended March 31, 2003
as of June 30, 2002

REVENUE

Significant factors contributing to the Departmental Revenue deficit are:

= Real Property Services - the projected revenue surplus relates primarily to parking rental $ 113,000
revenue for Spring Garden Road parking lot, not included in the budget.

«  Solid Waste Services - Revenues are projected to be less than budgeted as overall 230,000)
commercial tonnage was down in the first quarter. By-law S602 was passed by Council to
ban the exportation of waste and should remedy this problem for the rest of the year.

»  Regional Police - the projected revenue surplus relates to increased extra duty revenue due 358,000
to more extra work than anticipated; more Ports Policing revenue as more actual time being
spent on Port’s work than anticipated and miscellaneous revenue is over mostly for
personal records checks.

e Tourism, Culture and Heritage - projected revenue deficit relates primarily to the change (781,000)
in the application of the marketing levy from accommodation properties with 20 or more
rooms to 100 rooms or more. There is an offsetting expenditure surplus.

«  QOther Departmental Revenue where business unit projection is within $100,000 of 104,000
budget.
TOTAL DEPARTMENTAL REVENUE DEFICIT $(436,000)

Significant factors contributing to the Fiscal Services revenue surplus are:

- Deed Transfer Taxes - Projected revenue surplus based on a review of actual activity year- $700,000
to-date.
«  Unconditional Transfers - Projected surplus is based on the actual amount received in 249,000

relation to the HST offset program being greater than budgeted.

«  Own Source Revenue - Interest income from investments is projected to be greater than 918,000
budget based on both higher than budgeted interest rates and higher than anticipated cash
balances.

TOTAL RISCAL SERVICES REVENUE SURPLUS $ 1.867.000

Total Projected Revenue Surplus $ 1,431,000




Halifax Regional Municipality

Explanation of Projected Deficit
For the Year Ended March 31, 2003
as of June 30, 2002

EXPENDITURES

Significant factors contributing to the Departmental Expenditure deficit include:

General Government - The projected deficit relates to greater than anticipated
expenditures in a number of categories such as office supplies, out-of-town travel and other
goods and services.

Real Property Services - Projected increase in expenditures for snow removal and
electricity costs not in original budget amount.

Regional Police - projected increase in expenditures relates to an increase in overtime,
court time, extra duty and holiday pay and an increase in benefits expense to bring the
percentage into line with actual prior year costs.

Qutside Police Services - there was an increase in the cost per RCMP officer, and the
increase over budget is shown in this business unit. A budget contingency for the increase
was included in fiscal services and therefore, this is fully covered by an expenditure
surplus in the fiscal services accounts.

Tourism, Culture and Heritage - the projected expenditure surplus relates to a decrease
in the amount collected on the marketing levy and as a result, there will be a decrease in
the amount transferred to Destination Halifax.

Other Departmental Expenditures where business unit projection is within $100.000 of
budget.

$(103,000)

(113,000)

(367,000)

(130,000)

769,000

(264.000)

TOTAL DEPARTMENTAL EXPENDITURE DEFICIT

($208,000)




Significant factors contributing to the Fiscal Services expenditure deficit are:

°

Mandatory Education costs - Provincial budget increase in the mandatory formula to
include insurance, special education and French language costs not known at the time of
the final approval of HRM budget.

Transfers to Outside Agencies - Additional costs included in the Provincial budget
relative to the cost of running the provincial assessment system. In addition, the actual
amount owing with regard to Municipal Corrections Contribution is greater than the
amount anticipated in the budget.

Other -The major components of this surplus represent offsets to deficits recorded
elsewhere. In anticipation of some increase in Education and Outside policing costs, the
budget for other fiscal expenditures included $220,000 for education and $755,000 for
RCMP. The surpluses here partially offset the deficits recorded above. Other projected
savings here relate to salary costs budgeted in fiscal services.

Total of other categories of fiscal expenditures where the projection is within $100,000 of
budget

$ (3,102,000)

(1,472,000)

1,342,000

(52,,000)

TOTAL FISCAL SERVICES EXPENDITURE DEFICIT

$ (3,284,000)

Total Projected Expenditure Deficit

$ (3,492,000

Net Projected Deficit

($2,061,000)
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of Expenditures in the Councillors’ District Capital Funds

Report
to June 30, 2002
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HALIFAX REGIONAL MUNICIPALITY
RESERVE FUNDS BUDGET PROJECTIONS
To March 31, 2003 (As of June 30, 2002)

Attachment #7

Ist Quarter

Actual Budget Projection Projected

March 31/02 March 31/03  March 31/03 Variance
Equipment Reserves $ 850,400 $ 1,323,400 $ 1,448,400 $ 125,000
Operating Reserves $ 4,204,800 $ 5,096,300 $ 4,919,300 $ (177,000)
Capital Reserves $ 23,191,800 $ 24,606,300 $ 21,728,900 $(2,877,400)
Pollution Control Reserves $40.386,200 § 7,088,700 $ 7.295,900 $ 207.200
TOTAL RESERVES $ 68,615,200 §$ 38,114,700 $ 35,392,500  $(2.722,200)

Explanation of Projected Variances:

While there has been some variability in the contributions to the reserves, the biggest factor contributing to
the projected decrease in the reserves balance is additional reserve withdrawals approved by Council after

the annual budget process. These withdrawals include:

New Sportsfield to be funded from Sale of Land Reserve 1,500,000
Metro Park & Ride to be funded from the Capital Reserve 750,000
Bancroft Court, Phase 2 to be funded from Business Park Reserve 300,000
Grand Parade Electrical Upgrade to be funded from Heritage & Culture Reserve 121,000
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