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March 2011 Projected
Year-End Financial
Results - Operating

Recommendation:

That the May 18, 2011, Finance and
Treasury Department report

2011CF1773 be received for information.

Report Summary

This report outlines the March 2011
year-to-date financial results and
operating projections to year-end for
tax supported, enterprise, and utility
operations. A quarterly update has
also been introduced with respect to
debt and debt servicing.

Report

This report presents the first quarter
financial performance reporting for
2011. Year-to-date results, variance
from budget, projected operating results
to year-end and a debt update have
been provided. The projections are
based on the results of the first quarter
combined with any additional
information available. Projections may
continue to change in future reporting
periods as new information emerges.

Tax-Supported Operations

As of March 31, 2011, tax-supported

operations are projecting a net

unfavourable variance of $30.7 million
or 1.7 percent of the overall expenditure
budget resulting from the following:

e $30 million increased Transportation
Systems expenses arising from more
than expected snowfall year-to-date
and therefore a related increase in
snow removal efforts

$3 million decrease in traffic safety 2
revenues due to a delay in the extent
of the “Speed on Green” component
of the automated traffic safety
enforcement program. The
projections were based on the
program restart in April. (Refer also
to the Potential Impacts to be
Monitored section later in this
report.)

e $2.5 million increase in transit
expenses due to rising maintenance
and fuel costs

e $1 million decrease in Corporate
revenues due to lower than
anticipated dividends of $0.7 million
from Sanitary Drainage and
0.3 million from Land Enterprise, as
a result of lower 2010 earnings

e $0.6 million decrease in community
service revenues due to construction
impacts, less than anticipated
admission/sales, and temporary
facility closures for maintenance

e $0.5 million increase in corporate
property expenses. An insurance
claim is being made which may
offset this variance

e $7.1 million decrease in Capital
Project Financing debt service
expenses due to lower than
expected interest rates on new 2011
debt and deferrals of borrowing
arising from 2010 delays in capital
expenditures

e Other minor variances account for
the $0.2 million remainder of the
projected unfavourable variance

The majority of the projected 2011
variance is considered to be one-time in
nature. Administration will seek to apply
any one-time financial opportunities as
the year progresses to mitigate the
unfavourable projection without
impacting service. Ultimately the
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Financial Stabilization Reserve may be
required to manage the year end
position.

Projections reflect taxation growth and
use of education tax room for 2011, as
approved by City Council on April 6,
2011. The corresponding increase in
taxation revenues of $16.6 million is
directed to cover any costs of Provincial
Fees related to Motor Vehicle Searches,
with the balance to support capital
projects (Capital Project Financing);
therefore resulting in no net impact on
the tax-supported operations.
Adjustments to the budget will be made
in the second quarter.

Police services variance reporting for
March 2011 will be discussed at the
Edmonton Police Commission meeting
on May 18, 2011. Projections were not
available for this report.

Year-to-date results and the projected
year-end position for tax levy operations
are outlined in Attachment 1.

Potential Impacts to be Monitored

e All in-scope employee contracts
expired December 18, 2010.

e Transportation Systems expenses
related to spring clean up and road
maintenance may exceed budget
due to unexpected winter conditions
year-to-date.

e Rising fuel costs will increase the
negative impact to tax-supported
operations, with the most significant
user being transit. Administration
continues to stress programs to
manage fuel efficiency.

e The restarting of the “Speed on
Green” traffic safety enforcement
program will occur after the projected
restart date of April, therefore the

traffic safety projections outlined in
Attachment 1 will likely be further
negatively impacted. The traffic
safety revenue was budgeted to fully
fund traffic safety operating and
capital expenditures in 2011.

Enterprise and Utility Operations

Fleet Services is projecting an increase
of $6 million in fuel costs. This variance
is expected to be offset with an equal
recovery from fleet client areas, with a
net projection to be on budget at year
end. The impact to tax-supported
operations is being reviewed and has
not been fully recognized in the first
quarter projections.

Drainage Services (Sanitary and Land
Drainage) is projecting an unfavourable
variance of $(0.4) million at year end
due to lower average monthly
consumption and an increase in
amortization expense from a larger
number of projects being put into
service in 2010 than expected.

Waste Management and Land
Enterprise activities are favourable year-
to-date, while Design and Construction
activities are unfavourable year-to-date,
but all are projecting to be on budget at
year end.

Year-to-date results and the projected
year end position for enterprise and
utility operations are outlined in
Attachment 2.

Debt

This report introduces quarterly
reporting of borrowing, as well as debt
and debt servicing costs. Debt levels
and debt limit information are outlined in
Attachment 3.
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Debt has been used strategically to
move priority capital projects ahead and
to take advantage of low interest rates.
Although debt levels are increasing, the
debt servicing costs remain well within
both the Municipal Government Act and
City policy limits.

Debt Level:

To date in 2011, a total of $26 million
has been borrowed; all of it being tax-
supported. An additional $373 million
debt is anticipated to be borrowed by
the end of the year. Of this projected
2011 borrowing, $290 million is for tax-
supported debt, including $70 million in
short term borrowing, and $83 million
relates to self liquidating debt.

Debt Limits:

The Municipal Government Act and
related regulations establish limits for
municipal debt levels and annual debt
servicing costs.

e Based on borrowing to March 31,
2011, the City has $1,790.4 million in
net debt and has reached 48.7
percent of the debt limit. Of this
balance, $1,172.4 million is tax-
supported debt, including $60 million
in short term borrowing, and
$618 million relates to self liquidating
debt.

¢ Including borrowing projections to
the end of the year result in the City
reaching 58.9 percent of the debt
limit and 25.2 percent of the
maximum debt service limit, with
total debt of $2,163.4 million.

¢ Including all committed debt in
approved capital budgets for 2011
and beyond, results in an estimated
$3,260.5 million in debt reaching an
estimated 84.5 percent of the debt

limit. This assumes full borrowing
against the existing short-term
borrowing authority of $765.6 million.
Actual short-term borrowing will
depend on the timing of capital
project expenditures compared to
the cash flows of grant funding. $60
million of short-term borrowing has
been made to date.

The internal Debt Management Fiscal
Policy (C203C) sets more conservative
debt service limits than those
established in the Municipal
Government Act, with limits for all City
operations and tax-supported
operations. Debt servicing for 2011 is
expected to reach 40.2 percent of the
debt service limit for all borrowing and
42.6 percent of the limit for tax-
supported operations.

Policy

Finance and Treasury Department
report 2011CF2050 meets the reporting
requirements outlined in the Municipal
Government Act.

Corporate Outcomes

This report concentrates on the

corporate goal of ensuring Edmonton’s

financial sustainability by contributing to

the following corporate outcomes:

e The City has well managed and
sustainable assets and services

e The City has a resilient financial
position

e The City has balanced revenue
streams that are sustainable

Attachments

1. Tax-Supported Operations — March
2011 Financial Results and
Projections
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2. Enterprise and Utility Operations —
March 2011 Financial Results and
Projections

3. Debt Update — 2011 Quarter 1
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