P.0. Box 1749
Halifax, Nova Scotia

REGIONAL MUNICIPALIT B3J 3A5 Canada
Halifax Regional Council
November 25, 2003
TO: Mayor Kelly and Members of Halifax Regional Council

Dt X

SUBMITTED BY:
S. Dale MacLennan, CA, Director, Financial Services
DATE: November 20, 2003
SUBJECT: Second Quarter 2003/2004 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;

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

DISCUSSION

Operating Statement:

Current projections include an operating surplus of $3,113,000 (first quarter projected deficit of
$57,300). Details by business unit are included in Attachments 1 and 2 to this report. Potentially
significant items that have not been included in the current projection include:
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° As previously reported to Council and as noted in Attachment 9, there are significant costs
associated with Hurricane Juan that have not yet been factored into the current year
projection. While the total financial impact of Juan has been estimated at $24.4 million of
incremental costs to HRM, the net impact on the current year has not yet been determined.
Updates on current year costs will be provided to Council as estimates are refined, both on
the incremental costs and the amounts recoverable through insurance claims, federal
assistance claims, public donations and capacity created by Business Units within their
existing budgets. Operating budgets are being managed by all staff to ensure there is no
deficit.

° The projection for the Snow & Ice Program has not been adjusted from the budgeted amount
pending the results of the review of the program.

o The projection includes the Council-approved increase in the subsidy for Sackville Sports
Stadium for the current year, as well as costs associated with the current governance
restructuring required to transition the facility back to financial stability over a three-year
period. It is anticipated that the SSS deficit will be higher than currently projected and the
magnitude of the increase will be confirmed by the end of third quarter.

. In September 2003, the Canadian Institute of Chartered Accountants (CICA) made revisions
to their standards that will have a significant impact on financial statement presentation for
Nova Scotia municipalities. Staff are working with Service Nova Scotia and the CICA to
quantify what the impact will be in the current and future years.

Capital Fund Statements:

A summary Capital Statement as at September 30, 2003 is included as Attachment #4 to this report.
The statement shows, by business unit, the expenditures against the total budget as at September 30"
and the budget not yet spent or committed. The total budget is made up of the balance forward from
prior years, the 2003/04 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 $395 million, however, this
is the gross budget carried forward from prior years. Net of expenditures and commitments as at
March 31, 2003, the carry forward unspent/uncommitted budget was $130 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 03/04 capital budget, net approved adjustment year-to-date is an addition of $7.8
million. This is primarily made up of an additional $4 million for the Otter Lake Cell #1 project
which is to be funded from the Otter Lake Landfill Closure Reserve, $972,000 in Infrastructure
grants for the North Preston Recreation Facility, and $1.4 million in Infrastructure grants for the
Beaverbank Sewer projects.
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It should be noted that, as a result of Hurricane Juan, uncommitted capital funds are being reviewed
by each Business Unit in the context of the Scorecard outcomes, the Regional Plan, the Integrated
City, staff capacity to undertake the work and the feasibility of deferral until 2004/05 or 2005/06.
QOutcomes of this review will be brought to Council in conjunction with Hurricane Juan updates.

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 second quarter
to September 30 are included as attachment #6.

Reserves Statement:

The net available reserve balances at March 31, 2003 were $50,934,207. This represents total
reserve balances of $137,374,917 net of appropriations of $86,440,710.

The reserves budget for 2003/04 anticipated the net available reserves balances to be $74,341,400
at March 31, 2004. Based on the current projection the net balances are now projected to be
$71,812,055 at March 31, 2004. The projected decrease relates primarily to additional withdrawals
approved after the annual budget process partially offset by greater than anticipated interest earned
on the reserve balances.

The current projection for the Wastewater/Stormwater portion of the Pollution Control reserves
includes projected contributions and withdrawals as budgeted, however, it is known that a review
of the operating costs and the rate of the applicable levy is being carried out and the projections will
be updated once the outcome of that review is known and approved. The projection for the
Environmental Protection portion of the Pollution Control reserves has been updated for the
approved rate increase effective October 1, 2003.

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 September 30, 2003 is $49,354. The
last report to Council on CRESPOOL was in conjunction with the 2003/04 first quarter report and
the reported balance at June 30, 2003 was $29,781. Activity since June 30 has included $90,246
transferred into the Pool and $70,673 transferred out.

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

Any surplus (deficit) in 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.

ATTACHMENTS

1. Halifax Regional Municipality Operating Results for the period from April 1, 2003 to June
30, 2003 with comparative data for the prior fiscal year and projections to March 31, 2004 -
Net Expenditures, Gross Revenue and Gross Expenditures

2. Explanation of Projected Surplus

3. Halifax Regional Municipality Operating Fund Balance Sheet as at September 30, 2003

4. Halifax Regional Municipality Capital Statement as at September 30, 2003

5. Report of Expenditures in the Councillors’ District Capital Funds to September 30, 2003

6. Report of Expenditures in the Recreation Area Rate Accounts to September 30, 2003

7. Halifax Regional Municipality Reserve Funds Projection to March 31, 2004

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

9. Hurricane Juan Financial Impact Update

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: Hugh Avery, CA, Team Leader, Financial Reporting 490-4767

Report Reviewed by: Pam Caswill, CA, Manager of Accounting 490-6324




Attachment #1

Halifax Regional Municipality Operating Results
for the period from April 1, 2003 to September 30, 2003
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Attachment #2

Explanation of Projected Surplus



Halifax Regional Municipality

Explanation of Projected Surplus
For the Year ended March 31, 2004
as of September 30, 2003

REVENUE

Significant factors contributing to the Departmental Revenue surplus are:

Environmental Management Services- - the projected revenue surplus relates primarily to
additional recycling product from the Solid Waste Department.

Planning and Development - the projected revenue surplus relates primarily to an increase
in plumbing and building permit revenues .

Public Works and Transportation- the projected revenue surplus relates primarily to the
U-Pass agreement signed with SMU which was not finalized until after the budget was
approved.

Real Property and Asset Management - the projected revenue surplus relates primarily to
increased Business Parks lots sales as well as an increase in parking lot revenues.

Regional Police - projected revenue surplus relates to increased extra duty revenue as there
is more extra work than anticipated, and more Ports Policing revenue as more actual time
being spent on Port’s work than anticipated.

Library- the projected revenue surplus relates to a bequest to be used for children’s
services.

Other Departmental Revenue where business unit projection is within $100,000 of
budget.

$ 247,800

192,500

218,000

126,100

507,100

150,000

201,000

TOTAL DEPARTMENTAL REVENUE SURPLUS

$ 1,642,500




Significant factors contributing to the Fiscal Services revenue surplus are:

= Property Tax Revenue - adjustment based on now known actual billings. There is a
portion relative to Fire Protection which is $310,000 and this is offset by an increase in
expenditures in the same amount where any excess revenue over expenditure on fire
protection is used to repay a loan from the reserve.

»  Tax Agreements - The revenue deficit is the result of the net impact from a decrease in the
payment from MTT which is based on a percentage of gross subscribers exchange service
revenue from their prior year, and an increase in payment from NSLC which is based on a
percentage of total cost of land/building and total inventory of plant and equipment plus
average inventory stock.

< Deed Transfer Taxes - Adjustment based on a comparison of actual data for the prior year
and the actual YTD data for both years.

»  Local Improvement Charges - Revenue from LIC is based on projects completed and
billed within the year, and the actuals for the year are now projected to be less than
anticipated at the time of budget preparation.

»  Payments-in-lieu of taxes - A number of outstanding appeals have been settled and
revenue projections adjusted in line with the appeal results.

»  Own Source Revenue - this is primarily greater than anticipated Investment Income due to
delays in use of funds for Harbour Solutions Project (~$850,000); Greater than anticipated
spring debenture issue (~$350,000); Higher than anticipated interest rates (~$200,000) and
miscellaneous increase in cash flow including impact of increase in reserve account
balances and new reserves (~550,000). A significant portion of the surplus created by the
increased investment income is offset by the additional expense for interest paid on
reserves, since much of the increase is related to reserves balances.

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

§ 492,000

(266,600)

1,600,000

(358,800)

857,000

1,941,600

(14,700)

TOTAL FISCAL SERVICES REVENUE SURPLUS

$ 4,250,500

Total Projected Revenue Surplus

$ 5,893,000




Halifax Regional Municipality

Explanation of Projected Surplus
For the Year Ended March 31, 2004
as of September 30, 2003

EXPENDITURES

Significant factors contributing to the Departmental Expenditure deficit include:

Public Works and Transportation - Increased expenditures for the U-Pass agreement
signed with SMU, as well as increased costs associated with ATU benefits.

Environmental Management Services - the projected expenditure deficit relates primarily
to increased volume of recycling product from the Solid Waste department.

Regional Police - projected increase in expenditures relates to increase in extra duty
expenditures as there is more extra work than anticipated, and more Ports Policing
expenditures as more actual time being spent on Port’s work than anticipated.

Human Resources Services - the expenditure surplus relates to a position vacancy in the
current year as well as saving in travel/training as a result in the delay of the Phase 1 of the
SAP/HR Project

Emergency 911 Communications - the expenditure deficit results from increased salary
and benefit costs as a result of taking on additional fire stations for dispatch and negotiated
MAPP increases.

Library - the projected expenditure deficit relates to the bequest received for children’s
services, resulting in increased expenditures for books, subscriptions and periodicals.

Other Departmental Expenditures where business unit projection is within $100,000 of
budget.

(470,900)

(230,600)

(507,400)

130,800

(115,100)

(150,000)

(121,600)

TOTAL DEPARTMENTAL EXPENDITURE DEFICIT

($1,464,800)




Significant factors contributing to the Fiscal Services expenditure deficit are:

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

. Interest paid on reserves- Delay in spending on Harbour Solutions Project and balances
within new reserves, coupled with higher than anticipated interest rates.

»  Transfers to Outside Agencies - Provincial Assessment System costs have been adjusted
based on information received from the Province in October.

. Fire Protection (Hydrants) - This expenditure deficit is completely offset by the surplus
in property tax revenue related to fire protection. Any excess revenue over expenditure on
fire protection is used to repay a loan from the reserve.

«  Other - The expenditure surplus in “Other” represents a less than budgeted increase in the
pension rate, various salary increases budgeted in fiscal less than budget plus less than
anticipated revenues on the MetroPark parkade facility, due to fewer hourly parkers and
shorter stays than budgeted, is resulting in a less than budgeted transfer to the capital fund.
The shortfall in revenue is not a concern in the current year, however, is being monitored to
ensure that the required minimum % of construction costs is transferred annually to capital.

< Provision for Valuation Allowance - A number of outstanding appeals related to Federal
Payments in lieu have been settled and the allowance has been adjusted in line with the
appeal results.

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

$ (1,020,300)

(1,793,800)

314,821

(310,000)

963,155

510,000

21,100

TOTAL FISCAL SERVICES EXPENDITURE DEFICIT

$ (1,315,024)

Total Projected Expenditure Deficit

$ (2,779,878)

Net Projected Surplus

$ 3,113,100




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 1 of 2

September 30, 2003, with comparative figures for September 30,2002 and Year End March 31,2003
(In thousands of dollars)

September 30, 2003 September 30, 2002 March 31, 2003

Assets
Cash and short term deposits $ 317911 $ 266,305 % 106,133
Receivables:
Taxes, net of allowance 49,085 40,648 16,542
Local improvement charges 5,500 4,693 4,820
Federal government and its agencies, net
of allowance 11,150 6,407 4,840
Provincial government and its agencies,
net of allowance 618 374 4,608
Own funds and agencies 51,427 67,577 91,303
Other receivables, net of allowance 9,314 5,918 5,895
127,094 125,617 128,008
Loans and advances 3,613 3,841 3,212
Tangible assets:
Inventories, at cost 3,542 3,579 3,302
Properties acquired at tax sale 178 179 179
3,720 3,758 3,481
Other assets:
Deferred transition costs 10,624 12,984 11,804
Prepaid expenses 560 603 1,754
Deferred debt discount 1,664 1,512 1,408
12,848 15,099 14,966

$ 465,186 $ 414,620 $ 255,800




HALIFAX REGIONAL MUNICIPALITY

Operating Fund Balance Sheet Attachment # 3
Page 1 of 2

September 30, 2003, with comparative figures for September 30,2002 and Year End March 31,2003

(In thousands of dollars)

September 30, 2003 September 30, 2002 March 31, 2003

Liabilities and Accumulated Surplus (Deficiency)

Payables:

Federal government and its agencies $ 168 $ 112§ 2,194
Provincial government and its agencies 7 18 10,145
Own funds and agencies 193,708 144,378 171,907
Trade accounts 2,880 4,242 4,284
Accrued liabilities 38,750 33,150 40,024
Other 4,670 3,514 3,764
240,183 185,414 232,318

Other liabilities:
Prepayment of taxes 0 0 13,782
Deferred revenue 10,426 9,369 9,017
10,426 9,369 22,799
Accumulated surplus (deficiency) 214,577 219,837 683

$ 465,186 § 414,620 $ 255,800




Attachment #4

Halifax Regional Municipality Capital Statement
as at September 30, 2003
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Attachment #5

Report of Expenditures in the Councillors’ District Capital Fund
to September 30, 2003
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Attachment #6

Report of Expenditures in the Recreation Area Rate Accounts
to September 30, 2003
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Attachment #7

Halifax Regional Municipality Reserve Fund Projection
to March 31, 2004



HALIFAX REGIONAL MUNICIPALITY Attachment #7
RESERVE FUNDS BUDGET PROJECTIONS
To March 31, 2004 (As of September 30, 2003)

1st Quarter

Actual Budget Projection Projected

March 31/03 March 31/04 March 31/04 Variance
Equipment Reserves $ 1,538,407 $ 1,270,800 $ 1,289,358 $ 18,558
Operating Reserves $ 9,752,680 $ 9,824,600 $ 9,823,859 $ (741)
Capital Reserves $27,906,775 $ 44,376,800 $39,900,119 §$(4,476,681)
Pollution Control Reserves $11.736.345 $ 18.869.200 $20.798.719 $1.929,519
TOTAL RESERVES $ 50,934,207 § 74,341,400 $71.812,055 §(2.564,979)

Explanation of Projected Variances:

The projected decrease in the Capital Reserves relates to additional withdrawals approved after the annual
budget process, primarily $4 million for the closure of Cell #1 and related works at the Otter Lake Waste
Resource Management Facility.

The projected increase in the Pollution Control Reserves relates to additional interest earned, due to the
delay in spending on the Harbour Solutions Project, combined with an increase in revenue due to the rate
increase of five cents per cubic metre of water effective October 1, 2003.

Overall, the reserve projection includes additional interest earned due to greater than anticipated interest
rates.



Attachment #8

Capital Reserve Pool (CRESPOOL)
Details of Amounts Transferred In and Out
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Attachment #9

Hurricane Juan Financial Impact Update
November 18, 2003



HALIFAX REGIONAL MUNICIPALITY Attachment #9
HURRICANE JUAN FINANCIAL IMPACT UPDATE

November 18, 2003

Business Unit Actual Cost to Projected Total
Date Future Cost Cost
Environment Management Services 49,000 111,000 160,000
Fire and Emergency Services 13,000 22,000 35,000
Human Resources Services 15,000 0 15,000
Financial Services 0 25,000 25,000
Recreation, Tourism and Culture 8,000 0 8,000
Regional Police 54,000 0 54,000
Emergency 911 Communications 6,000 0 6,000
Shared Services 29,000 13,000 42,000
Other Business Units 3,000 0 3,000
Real Property and Asset Management 388,400 16,262,000 16,650,000
Public Works and Transportation 4,800,000 1,068,000 5,868,000
Claims Development 0 500,000 500,000
Estimate For Areas Not Assessed 0 1,000,000 1,000,000
Total HRM Cost 5,365,000 19,001,000 24,366,000




