Audit Committee Meeting Agenda
Tuesday, July 2, 2024 - 9:00 a.m.
MODL Council Chambers, 10 Allée Champlain Drive, Cookville, Nova Scotia

1.1.

51

Call to Order

Mi’kma’ki Territorial Acknowledgement
Approval of Agenda (as circulated)
Approval of Minutes — September 26, 2023
Belliveau Veinotte — Pre-Audit Discussion
Staff Reports

2021-22 Financial Condition Indicator Results

Adjournment
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Municipality of the District of Lunenburg

Report to Audit Committee

Report To: Audit Committee

Submitted By: Elana Wentzell, CPA, CMA

Date: July 2, 2024

Re: 2021-22 Financial Condition Indicator Results

Executive Summary

On June 5, 2024, the Province released the Financial Condition Indicators results for 2021/22.
The Audit Committee is required to review them as part of the FRAM legislation.

The 2021-22 FCl report is enclosed. The report is separated in 4 Chapters — Municipal
Economic Profile & Demographics; Assessment Information; Financial Revenues & Expenses,
and Financial Condition Model & Indicators.

All Municipalities are required by legislation to submit specific financial information to the
Province by certain deadlines. As noted on page 10 of the report, MODL has submitted all
required financial information before the required deadlines.

The financial condition indicators provide a risk-based approach to evaluating municipalities
and are presented in a house format graph. This visual focuses on key performance indicators,
leading financial indicators and potential internal and external factors that could have an
impact on a municipality’s financial results. The risk thresholds are colored: yellow indicates
medium risk, red indicates high risk and green, low risk. The enclosed report indicates that the
overall financial condition risk assessment for our municipality is green which means that it is
considered low risk for fiscal instability (page 20).
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Looking at the indicator highlights on page 21: MODL has green indicators for all categories
except 3-year change in tax base. This indicator is yellow as MODL’s tax base growth was below
the CPI threshold in that fiscal year. It is important to remember that this data is 2 years old
and may not be representative of the assessment growth in subsequent years. Also, looking at
one indicator does not give a true picture of the financial health of a municipal unit.

Based on the indicators related to municipal revenues (Base), MODL’s general operating
revenue is stable. The residential tax effort has decreased slightly from 2.4% to 2.1% due to an
increase in the median household income. The benchmark for this indicator is 4%.

Based on the indicators related to general operating expenses and management of those
expenses (Structure), all outstanding debt has been paid out and we have increased reserve
levels based on the 5-year financial strategy and careful capital planning while maintaining
capital assets with 76% useful life remaining.

The roof indicators show that MODL has been able to meet its needs in a balanced manner.
MODL is not dependent on another level of government to meet service obligations and is
setting aside sufficient funds to help mitigate any unforeseen risks. MODL continues to have
healthy combined reserves which is important to help address unexpected events and provide
flexibility to address future project needs.

Please refer to the enclosed report for more detailed information.

Department Finance
Report Prepared by Elana Wentzell
Report Approved by

Date Reviewed by C.A.O.

Agenda Page 2



Municipality of the District of
Lunenburg

Agenda Page 3



Municipality of the District of Lunenburg

Table of Contents

INErOAUCTION ...t Page 1
Chapter 1

MUNICIPAI PTOTIIE oottt Page 2
ADOUL the MUNICIPAIITY oo Page 3
POPUIAtION HIGRIGNTS ..ottt sttt nen Page 4
POPUIALION TrENAS ..o Page 5
POPUIAtION COMPATISON ..ottt sttt sttt ss st ss s ss s s s s ensees Page 6
AGE GroUP COMPATISON ...oeuieririereieieeeeseie st s ssssssesse s s s ssss s s st sssssse s sseeses e sases s sasessses e sasesesssssssssnsanees Page 7
ECONOMIC INAICALOIS ..ottt Page 8
Chapter 2

ASSESSMENT INTOIMATION ..ottt ettt Page 9
Chapter 3

FINANCIAl INFOIMATION oottt Page 10
FINANCIAl HIGOTIGNTS oo Page 11
CONSOIALEA REVENUE ...ttt sttt sse s Page 12
General OPerating REVENUE ...t Page 13
CONSOIAALEA EXPENSES ..ottt sttt ss st ss s snsesaes Page 14
General OPErating EXPENSES ...t ssssssss st s ssssssssssssssssssssssssssssssssssssssssssssas Page 15
Comparison tO ProViNCial AVEIAgE ...t ssss s st ssse s s s sss s s sssesssssns Page 16
Accumulated SUIPIUS (DEFICIT) .ttt ssse s ssse s sasesns Page 17
DIBIT oot Page 18
Chapter 4

Financial Condition Indicators: HOUSE MO ... sssssssas Page 19
OVETAII ASSESSMENT ..ottt Page 20
Financial Condition Indicators: Highlights & HOUSE ..o Page 21
Two-Year Comparison of Financial Condition INAiCators ... Page 22
Base FCl: Reliance on a Single BUuSINess OF INSEITUTION ..o sssesssessseenees Page 23
Base FCl: Three-Year Change in TaX BASE ... sssssssssns Page 24
Base FCI: Residential TaX EFfOrt ...ttt sss s s sssssssssens Page 25
Structure FCL: UNCOIECIEA TAXES ...ttt ssse s ss sttt ss s ssssseses Page 26
Structure FCI: OPerating RESEIVE ...ttt es s Page 27
SErUCLUIE FCL DEDE SEIVICE ..ottt sttt st Page 28
Structure FCI: Outstanding Operating DEDt ... sssssiees Page 29
Structure FCL: UNdepreCiated ASSELS ...ttt sttt s s s ssssssssssssssssssssssnnes Page 30
Roof FCI: Reliance on Government TrAaNSTEIS ... ssssssenes Page 31
Roof FCl: Number of Deficits in the 1ast 5 YEArS ... iesessesesssssssessssssssssssnees Page 32
ROOF FCI LIGUITITY worvvuierieeiieiieiisiiseiie ittt sttt ssse s s s snsssnes Page 33
ROOF FCI: COMBDINEA RESEIVES ..o ss s ss s Page 34
AppendiX | - AdditioNal RESOUICTES ... Page 35
Appendix Il - MUNICIPal WEDSITE ..ottt sttt ssssss s sasnsns Page 35
Contact Municipal Affairs and HOUSING ..ot ssssssss st sssssssssssssses Page 35

Agenda Page 4



Municipality of the District of Lunenburg

Introduction

The Department of Municipal Affairs and Housing compiles municipal indicators on behalf of the Nova Scotia
Government and the Association of Municipal Administrators of Nova Scotia (AMANS) that focus on three areas:

« financial matters;
« administration of the municipality; and

« characteristics of the community.

This report creates a snapshot from those financial and demographic statistics to help community members and
decision makers better understand:

+ the municipality in which they live;
« the municipality's key characteristics; and

« the municipality's financial risks.

For example, the snapshot makes it easy to:

« compare the Three-Year Change in Tax Base indicator to understand the municipality's revenue growth in
comparison to cost of living; and
« use the change in population to indicate whether a community's population is growing or declining and its

potential impact on municipal revenues and expenses.

Agenda P 5
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Municipality of the District of Lunenburg

Chapter 1 - Municipal Profile

Municipalities are diverse and operate within unique demographic and economic characteristics. These
characteristics have a significant impact on municipal performance and subsequent strategies required to ensure
a sustainable environment. This chapter outlines the unique demographic and economic characteristics of the
Municipality, specifically its composition, population trends, demographics, median household income levels,
employment rates, and educational attainment. The municipal profile trends could have impacts on the current
and potential future tax base for a municipality.

Agenda P 6
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Municipality of the District of Lunenburg

Municipal Profile - Highlights

About the Municipality

Located in: Lunenburg County
Approximate size: 1,758 km?
Number of dwellings*: 14,962

Government: 11 Elected councillors (including the Mayor)

Figure 1 - Location of Municipality

*Number of Dwellings Data Source: 2021 Property Valuation Services Corporation filed roll
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Municipality of the District of Lunenburg

Municipal Profile - Highlights

Population Highlights

Municipal Population 2021 Census: 25,545
Percent of Provincial population: 2.66%
Municipal Population 5-year trend: 2.74%
County's 5-year trend: 3.61%
Since the last census in 2016, 682 more people live in the Municipality

Population Change from 2016 to 2021

@®2016 @2021
Age 80+

Age 70-79

Age 60-69

Age 50-59

Age 40-49

Age 30-39

Age 20-29

Age 10-19

Age 0-9

Figure 2 - Population Change from 2016 to 2021 (rounded to nearest five). Source: Statistics Canada
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Municipality of the District of Lunenburg

Municipal Profile - Highlights

Population Trends

20-year trend: Declining (supported by Figure 3 below)

Highest Age Bracket: 60-69 years of age (supported by Figure 4 below)

Population Trend from 2001 to 2021

25,570 25,545
— 25,164 25,118 /
24,863
2001 2006 2011 2016 2021

Figure 3 - Population from 2001-2021. Source: Statistics Canada

Population Change from 2016 to 2021
Year ©2016 ©2021

6,000

Age 0-9 Age 10-19 Age 20-29 Age 30-39 Age 40-49 Age 50-59 Age 60-69 Age 70-79 Age 80+

4,000

2,000

0

Figure 4 - Population by Age Group from 2016 to 2021. Source: Statistics Canada
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Municipality of the District of Lunenburg

Municipal Profile - Highlights

Population Comparison

Comparison of the Municipality of the District of Lunenburg vs. the Rural Average

@ Municipality of the District of Lunenburg
© Rural Average
20%
20% 18%
16%  16%
15% P
1% 1%
10% 0% 10%
[o) (o) [¢)
10% go, 8% - 9%
5% 5%
) -
0%
0to9 10to19 20to29 30to39 40to49 50to59 60to69 70to79 80 + Years

Figure 5 - Population by Age Group. Source: Statistics Canada

Comparison of the Municipality of the District of Lunenburg vs. the Provincial Average

@ Municipality of the District of Lunenburg
. Provincial Average

20%

20%
16%
15%
15% 14%
2% 12% 1o, 12%
(e}
10% 10%
10% %
5% 5%
) -
0%

0to9 10to 19 20 to 29 30 to 39 40 to 49 50 to 59 60 to 69 70to 79 80 + Years

Figure 6 - Population by Age Group. Source: Statistics Canada
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Municipality of the District of Lunenburg

Municipal Profile - Highlights

Age Group Comparison

Population Age Groups
2016 Age Groups 2021

Figure 7 - Population by Age Group 2016 vs 2021. Source: Statistics Canada

Generational Groups

2013 to 2021

1997 to 2012
1981 to 1996
1966 to 1980

1946 to 1965

1928 to 1945

Greatest Generation

Born before 1928

Figure 8 - Population by Generation for 2021 (rounded to nearest five). Source: Statistics Canada
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Municipality of the District of Lunenburg

Municipal Profile - Highlights

Economic Indicators

Along with population trends, employment rates and median household income are important
economic indicators. Education levels can also play a crucial role in economic and social progress

and can help improve income distribution. These factors provide an indication of the wellbeing of

the economy and labour force. The educational level noted in the chart below represents the
percentage of population, aged 15 and over, who have education beyond a high school diploma.

2016 2021 +/- Provincial
Census Census Average
Median household Income: $58,624 $69,000 $10,376 $61,724
Employment rate: 52.0% 47.9% -4.1% 46.2%
Education level: 51.2% 52.5% 1.3% 50.5%
Figure 9 - 2021 Census; Source: Statistics Canada
Median household Income: Municipality of the District of Lunenburg median household income

increased since 2016.

Employment rate:

The employment rate at the Municipality of the District of Lunenburg
decreased since 2016.

Education level: The education level at the Municipality of the District of Lunenburg increased

since 2016.

Agenda Page 12
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Municipality of the District of Lunenburg

Chapter 2 - Assessment Information

Since property taxes are a primary source of revenue for most municipalities, special emphasis has been placed
on reviewing assessment trends. For more information about the following financial indicators, please refer to
Chapter 4 - Financial Condition Indicators.

Three-year change in
Tax Base (Uniform Assessment’): 7.4% Growth is not keeping pace with the cost of living (Moderate risk)

Reliance on a Single Business or Institution: 0.3% Not dependent (Low Risk)
Residential Tax Effort: 2.1% Has some flexibility (Low Risk)

The line graphs below show the five-year trend of residential and commercial portion of the municipality's
taxable assessment.

Residential and Resource Taxable Assessment Trend

$2,725,540,100
$2.8bn $2,659,214,900
$2,594,447,500

$2,507,339,800
$2.6bn 45 462,126,300

$2.4bn

2017-18 2018-19 2019-20 2020-21 2021-22

Figure 10 - Residential taxable assessment over the last five years. Source: 2017-18 to 2021-22 Statement of Estimates - Assessment

Commercial Taxable Assessment Trend

$140M

$133,319,300
$132,294,900 $130,861,800 $131,682,000

$128,753,700
$130M

$120M

2017-18 2018-19 2019-20 2020-21 2021-22

Figure 11 - Commercial taxable assessment over the last five years. Source: 2017-18 to 2021-22 Statement of Estimates - Assessment

! Uniform assessment is the value of a municipality’s taxable property assessment plus the capitalized value of payments in lieu of taxes.
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Municipality of the District of Lunenburg

Chapter 3 - Financial Information

General Overview

Audited financial statements are presented on a consolidated basis. These consolidated financial statements present
all municipal entities as one single reporting entity:

o all the individual funds managed by the Municipality
o organizations or enterprises that the Municipality owns or controls, such as:

« Lunenburg County Multi Purpose Centre Corporation, Municipal Joint Services Board

The Municipality's non-consolidated financial statements present the individual funds managed by the Municipality,
such as the General Operating Fund, General Capital Fund, Non-operating Reserve Fund, Operating Reserve Fund
and, if applicable, Water Operating Fund, Water Capital Fund, Water Reserve Fund, Electric Operating Fund, Electric
Capital Fund, and Electric Reserve Fund. Non-consolidated financial statements are reconciled but not audited?®.

Financial Reporting Compliance

Legislated Requirements

Submitted before deadline?:

o Audited Consolidated Financial Statements Yes
o Financial Information Return (FIR) Yes
o Statement of Estimates - Assessment (SOE-A) Yes
o Statement of Estimates - Budget (SOE-B) Yes
o Management Letter/Internal Control Letter Yes
o Summary Report of Expenses Yes
o Summary Report of Hospitality Expenses Yes

Financial Statements include:

o Unqualified Audit Opinion Yes
o Elected Officials remuneration and expenses Yes
Expense and Hospitality report posted online quarterly Yes

2 please be advised that, although the Department of Municipal Affairs and Housing reconciles, at a high level, a municipality's non-consolidated
financial statements to the consolidated financial statements, the non-consolidated financial statements are usually not audited nor presented in

full accordance with Canadian public sector accounting standards.

3 Annually, municipalities are required to submit their financial information by Sept 30th.

Agenda P 14
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Municipality of the District of Lunenburg

Financial Highlights

Revenue

Total consolidated revenue: $27.1 Million

Revenue generated from own source revenue*: $22.7 Million

Total general operating revenue: $22.1 Million

Largest general operating revenue: 90% Net property taxes and payments in lieu of taxes
Expenses

Total consolidated expenses: $22.7 Million

Total general operating expenses: $19.9 Million

Largest general operating expense: 26% General government services

Annual Surplus

Annual consolidated surplus (deficit): $4.4 Million
Consolidated accumulated surplus (deficit): $82.1 Million
Annual general operating surplus (deficit): $2.7 Million
Debt

Total consolidated long-term debt: $0

Total general capital fund long-term debt: $0

General operating fund bank indebtedness: $0

* Total consolidated revenue excluding government transfers

Agenda P 15
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Municipality of the District of Lunenburg

Revenue
2021-22 Consolidated Revenue
Total consolidated revenue: $27.1 Million
Largest revenue: $19.9 Million Net property taxes and payments in lieu of taxes
Revenue generated from own source revenue: 84%

—— $4.29M (16%)

$19.88M (73%)

T $2.43M (9%)

N $0.25M (1%)

@ Net property taxes and payments in lieu of taxes
Conditional transfers from other governments
Other revenue from own sources

@ Grants in lieu of taxes
Unconditional transfers from other governments
Sales of services

@ Services provided to other governments

@ Net income from government business enterprises

@ Water fund revenues

Figure 11 - Consolidated Revenue Source: 2021-22 Financial Information Return

The graphs above and below show the Municipality's consolidated revenue divided into categories.

Consolidated Revenue

Net property taxes and payments in lieu of taxes

Conditional transfers from other governments $4,286,803

Other revenue from own sources $2,427,289
Grants in lieu of taxes I $250,619
Unconditional transfers from other governments = $95,420
Sales of services = $63,017
Services provided to other governments | $60,124
Net income from government business enterprises ~ $0

Water fund revenues  $0

$OM $5M

Agenda Page 16
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Municipality of the District of Lunenburg

Revenue
2021-22 General Operating Revenue
Total general operating revenue: $22.1 Million
Largest general operating revenue: 90% Net property taxes and payments in lieu of taxes

Uncollected Taxes Financial Condition Indicator (FCl):  4.7%

Reliance on Government Transfers (FCI): 1.9%

$19.88M (90%) ——

—— $1.30M (6%)

~— $0.41M (2%)
S $0.10M (0%)

@ Net property taxes and payments in lieu of taxes
Other revenue from own sources
Conditional transfers from other governments

@ Grants in lieu of taxes
Unconditional transfers from other governments
Sales of services

@ Services provided to other governments

Figure 12 - General Operating Fund Revenue: 2021-22 Financial Information Return

The graphs above and below show the Municipality's general operating fund revenue divided into categories.

General Operating Revenue

Other revenue from own sources $1,303,842
Conditional transfers from other governments $412,956
Grants in lieu of taxes I $250,619
Unconditional transfers from other governments = $95,420

Sales of services = $63,017

Services provided to other governments | $60,124
$OM $5M

Agenda Page 17
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Municipality of the District of Lunenburg

Expenses

2021-22 Consolidated Expenses
Total consolidated expenses: $22.7 Million
Largest expense: 24% General government services

I $3.54M (16%)
$4.12M (18%) —

—— $2.77M (12%)
T $2.13M (9%)

$4.62M (20%) —

- $5.49M (24%)

General government services
@ Protective services
Environmental health services
Recreation and cultural services
@ Environmental development services
@ Transportation services
Electric fund expenses
@ Public health services
@ Water fund expenses

@ Extraordinary or special items

Figure 13 - Consolidated Expenses Source: 2021-22 Financial Information Return

The graph above and table below show the Municipality's consolidated expenses divided into categories.

Consolidated Expenses

General government services

$5,487,097

Environmental health services

Recreation and cultural services

$4,118,453
$3,538,810

environmental development senvces [T 5275055

Transportation services _ $2,130,754
$0

Electric fund expenses
Public health services  $0
Water fund expenses  $0

Extraordinary or special items ~ $0

$0M $1M $2M
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Municipality of the District of Lunenburg

Expenses

2021-22 General Operating Expenses
Total general operating expenses: $19.9 Million
Largest general operating expense: 26% General government services
General operating reserves as a percentage of 97.4%

total general operating expenses:

$3.09M (16%) —\ /- $2.63M (13%)

—— $2.48M (12%)

$4.62M (23%) —

— $1.82M (9%)

- $5.27M (26%)

General government services

@ Protective services

Environmental health services

@ Environmental development services

Recreation and cultural services

@ Transportation services

@ Public health services

@ Extraordinary or special items

Figure 14 - General Operating Fund Expenses: 2021-22 Financial Information Return

The graph above and table below show the Municipality's general operating fund expenses divided into categories.

General Operating Expenses

General government services
Protective services

Environmental health services

Environmental development services

$3,090,529

$2,633,252

Recreation and cultural services $2,483,636

Transportation services $1,817,062

“r
o

Public health services

Extraordinary or special items  $0

$0M $1M $2M
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Municipality of the District of Lunenburg

2021-22 General Operating Expenses
Comparison to the Provincial Average

The graph below shows the expense by function for the municipal operations or General Operating Fund expenses

compared to the Provincial Average.

Municipality of the District of Lunenburg

26.46%
23.19%
20%
15.52%
12.47% 13.22%
3%
10% 9.13%
0.00%
0%
0.00%
Transportation ~ Recreation  Public health Protective General Extraordinary Environmental Environmental
services and cultural services services government or special  health services development
services services items services
Provincial Average
40%
32.99%
30%
21.65%
20% 17.08%
11.05% 11.42%
10%
4.46%
0.35% 1.00%
o% I
Transportation  Recreation  Public health Protective General Extraordinary Environmental Environmental
services and cultural services services government or special  health services development
services services items services

* Please note, these results do not include details from the Town of Mahone Bay due to outstanding financial reporting.

Figure 15 - Comparison of General Operating Fund Expenses to Provincial Average. Source: 2021-22 Financial Information Return
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Municipality of the District of Lunenburg

Accumulated Surplus (Deficit)

Annual surplus (deficit): Revenue - Expenses
Note: Annual surplus (deficit) is added to the accumulated surplus (deficit)

Annual consolidated surplus (deficit): $4.4 Million
Consolidated accumulated surplus (deficit): $82.1 Million
Annual general operating surplus (deficit): $2.7 Million
Number of Deficits in the Last 5 Years Financial 0

Condition Indicator (FCI):

Consolidated Accumulated Surplus by Fund

$40M

$30M

$20M

$10M

$OM

$40.6M

$20.0M
$17.6M

$3.9M

General Capital Fund Operating Reserve Fund Other Entities Capital Reserve Fund
(including Investment in
Capital Assets)

Figure 16 - Consolidated Accumulated Surplus by Fund. Source: 2021-22 Financial Information Return
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Municipality of the District of Lunenburg

Debt

Total consolidated long-term debt:

Total general capital fund long-term debt:

Debt Service Financial Condition Indicator (FCI):

Operating fund bank indebtedness:

Outstanding Operating Debt FCI (as a percentage of Net Property

Taxes/Payment in Lieu of Taxes, Grants in Lieu of Taxes and
Government Transfers):

Agenda Page 22
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Municipality of the District of Lunenburg

Chapter 4 - Financial Condition Indicators:
House Model

The Financial Condition Indicators (FCls) condense multiple sources of information into a single visual
“"House Model” graph. The House Model gives a quick visual of a municipality’s strengths and possible
areas where a municipality may want to focus its attention.

The Model:

The Model consists of twelve indicators organized into base, structure and roof, focusing on:

e Base: Three indicators relating to internal and external factors that could impact the municipality's
revenue stream.

«  Structure: Five financial indicators that concern management and debt; and

« Roof: Four key performance indicators, that reflect the municipality's ability to meet current and
future needs in a balanced and independent manner.

Risk thresholds:

Each indicator is assessed against a risk threshold:
* low risk (green);

« moderate risk (yellow) ; and

* high risk (red).

Overall assessment:

The Department calculates an overall assessment for fiscal instability:
* low risk (green): 9-12 FCls meet low risk threshold;

» moderate risk (yellow) : 7-8 FCls meet low risk threshold; and

* high risk (red): 6 or less FCls meet low risk threshold.

For Comparison:

Prior years included the 5-Year Budget Accuracy as a financial condition indicator. Due to the impact
of COVID-19, use of the 5-Year Budget Accuracy indicator has been suspended for 2020-2021 and
2021-2022. Its future inclusion or possible replacement will be re-evaluated for the 2022-2023
municipal reports.

Agenda Page 23
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Municipality of the District of Lunenburg

Overall Assessment

Overall Assessment for: Municipality of the District of Lunenburg

Financial Condition: ;

The overall Financial Conditions Index assessment for the
Municipality of the District of Lunenburg is Low Risk.

This means that while the Municipality might face some challenges, it is
considered low risk for fiscal instability.

Comparison: The majority of Municipalities are at low risk (see chart below).

Overall 2021-22 Results for Nova Scotia Municipalities*

20

. Low Risk

Moderate Risk
. High Risk

11
10
3
2
I

Regional Municipalities Towns Rural Municipalities

* Please note, these results do not include details from the Town of Mahone Bay due to outstanding financial reporting.

Agenda Page 24
genda rage Page 20



Municipality of the District of Lunenburg

Financial Condition Indicators Highlights for 2021-22

Overall Assessment Green (Low Risk)
The overall Financial Conditions Index assessment for the
Municipality of the District of Lunenburg is Green (Low Risk).

This means that while the Municipality might face some challenges, it is considered
low risk for fiscal instability.

As shown in the House model below, the Municipality of the District of Lunenburg's FCls are comprised of:

Low Risk (green): 11 Indicators
Moderate Risk (yellow): 1 Indicators
High Risk (red): 0 Indicators

Individual FCl results are presented in the House below and are compared to last year's result on the next page.

Deficits in the
Last 5 Years

O outof 5

Reliance on Gov
Transfers

1.9%

Combined
Reserves

108.2%

Liquidity

2.6

Roof FCls

Uncollected Opera ng
Taxes Reserve

4.7% 97.4%

Debt Service Outstanding Undepreciated
Opera ng Debt Assets

3.0% 0.0% 76.0%

Structure FCls

Reliance on a Single Three-Year Change in Tax Residen al Tax Effort

Business /Ins tu on Base

(v)
0.3% 7.4% 2.1%

Base FCls
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Municipality of the District of Lunenburg

Municipal Comments:

The Municipality strives to respond to the needs of the community in a fiscally responsible manner by creating
a budget that maintains stable tax rates and meets the service levels established by Council.

The 2022 Financial Condition Indicators are proof of this fiscal responsibility with green indicators in all
dimensions except one. The three-year change in Tax Base is yellow as the Municipality's tax base growth is
below the CPI threshold of 12.1%.

However, the residential tax rate has remained unchanged for the past 13 years, the Municipality is debt-free and
continues to record budget surpluses that are placed in reserves. The municipal reserves are very healthy to
ensure there are funds to help mitigate the financial impact of major, nonrecurring, or unforeseen expenditures in
the Municipality’s annual operating budget, as well as take advantage of unexpected opportunities to leverage
external funding programs.

Two-Year Comparison of Financial Condition Indicators

BASE 2020-21 2021-22 +/-
Reliance on a Single Business or Institution 0.3% 0.3% 0.0%
Three-Year change in Tax Base 7.6% 7.4% -0.2%
Residential Tax Effort 2.4% 2.1% -0.3%
STRUCTURE 2020-21 2021-22 +/-
Uncollected Taxes 4.7% 4.7% 0.0%
Operating Reserve 86.4% 97.4% 11.0%
Debt Service 11.3% 3.0% -8.3%
Outstanding Operating Debt 0.0% 0.0% 0.0%
Undepreciated Assets 77.3% 76.0% -1.3%
ROOF 2020-21 2021-22 +/-
Reliance on Government Transfers 7.4% 1.9% -5.5%
Number of Deficits in the Last 5 Years 0 0 0
Liquidity 2.9 2.6 -0.3
Combined Reserves 98.3% 108.2% 9.9%

*For 3-year Change in Tax Base, CPI change for 2020-21 was 6.7% and for 2021-22 was 12.1%.

Agenda Page 26
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Municipality of the District of Lunenburg

Base FCI Indicator - Municipal Revenue Dimension

Reliance on a Single Business or Institution

2021-22 Results: Low Risk 0.3 %

The largest single commercial or institutional account is 0.3 % of the Municipality's total
Uniform Assessment.

What does it mean? The Municipality is showing no vulnerability in this area. The Municipality’s tax base is not
dependent on one single business or institution.

. Taxable assessment value of the largest business or institution
Calculation: 0.3%
= . (o}

Uniform assessment

Risk Thresholds:
. Low: Less than 10%

Moderate: 10% to 15%
. High: Greater than 15%

0% 100%
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Municipality of the District of Lunenburg

Base FCI Indicator - Municipal Revenue Dimension

Three-Year Change in Tax Base

2021-22 Results: Moderate Risk 7.4 %

What does it mean? Growth is below the CPI % change of 12.1% but above 0%.
The Municipality’s tax base is not keeping up with the cost of municipal services and programs.

Calculation: Current uniform assessment - Uniform assessment 3 years prior
= 74%
Uniform assessment 3 years prior
Risk Thresholds: . Low: Equal or above CPI % change (Three Year CPI 2021-22: 12.1 %)

Moderate: Below CPI % change, but not negative growth

. High: Negative growth

Three Year Change in Tax Base compared to CPI

@ CPI Change @Municipality

20%
12.1%
10%
6.4%
4.4%
3.2%
0%
2017-18 2018-19 2019-20 2020-21 2021-22

Figure 17 - Three-year change in Uniform Assessment in comparison to three-year change in CPI for the last 5 years.
Source: Statement of Estimates-Assessment and Statistics Canada
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Municipality of the District of Lunenburg

Base FCI Indicator - Municipal Revenue Dimension

Residential Tax Effort

2021-22 Results: Low Risk 2.1 %

2.1 % of median household income is required to pay the average tax bill.

What does it mean? The Municipality has some flexibility to increase the taxes, if required.

This indicator helps council assess the affordability of municipal taxes in relation to the
current service levels.

Calculation: Total residential tax revenue per dwelling unit

= 2.1%

Median household income

Risk Thresholds: . Low: Less than 4%
Moderate: 4% to 6%
. High: Greater than 6%

0% 100%
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Municipality of the District of Lunenburg

Structure (Management) FCl Indicator - Municipal Management
Dimension

Uncollected Taxes

2021-22 Results: Low Risk 4.7 %
What does it mean? The Municipality is managing tax revenue collection.
Calculation: Total cumulative uncollected taxes

= 4.7%

Total taxes billed in current fiscal year

Risk Thresholds: . Low: Less than 10%
Moderate: 10% to 15%
. High: Greater than 15%

0% 100%

Agenda Page 30 page 26



Municipality of the District of Lunenburg

Structure (Management) FCl Indicator - Municipal Management
Dimension

Operating Reserve

2021-22 Results: Low Risk 97.4 %
What does it mean? The Municipality is setting aside sufficient funds to help mitigate any unforeseen risks or future
needs.

This indicator provides the value of funds set aside for planned future needs, to smooth
expenses, or for unexpected expenses.

Calculation: Total operating reserve fund balance

=  974%

Total operating expenditures

Risk Thresholds: . Low: Greater than 20%
Moderate: 10% to 20%
. High: Less than 10%

Agenda Page 31
genda rage Page 27



Municipality of the District of Lunenburg

Structure (Management) FCl Indicator - Municipal Management
Dimension

Debt Service

2021-22 Results: Low Risk 3.0 %

3.0% of own source revenue is spent on principal and interest payments.

What does it mean? With adequate cash flow, the Municipality may have the flexibility to increase borrowing levels
to help finance future capital expenditures.

Calculation: Principal and interest paid on long-term debt

= 3.0%

Total own source operating revenue

Risk Thresholds: . Low: Less than 10%
Moderate: 10% to 15%
. High: Greater than 15%

0% 100%
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Municipality of the District of Lunenburg

Structure (Management) FCl Indicator - Municipal Management
Dimension

Outstanding Operating Debt

2021-22 Results: Low Risk 0.0 %
What does it mean? The Municipality is not carrying any operating debt.

Calculation: Total outstanding operating debt

= 0.0%

Total own source operating revenue

Risk Thresholds: . Low: Less than 25%
Moderate: 25% to 50%

. High: Greater than 50%

0% 100%
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Municipality of the District of Lunenburg

Structure (Management) FCl Indicator - Municipal Management
Dimension

Undepreciated Assets

2021-22 Results: Low Risk 76.0 %

What does it mean? This indicator estimates that the Municipality's capital assets have 76.0 %
of their useful life remaining

Municipalities across Canada are facing sufficient infrastructure challenges. This indicates that the
Municipality may be experiencing less of an infrastructure challenge than other municipalities.

While this indicator provides an estimate of the useful life left in the Municipality/Town's recorded
capital assets, it does not necessarily indicate the condition of those assets. For instance, some
older assets could still be in good working condition, while the opposite could also be true.

Calculation: Total net book value of capital assets

= 76.0%

Gross costs of capital assets

Risk Thresholds: . Low: Greater than 50%
Moderate: 35% to 50%
. High: Less than 35%

100%
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Municipality of the District of Lunenburg

Roof (Key Performance) FCI Indicator - Overall Assessment

Dimension

Reliance on Government Transfers

2021-22 Results:

What does it mean?

Calculation:

Risk Thresholds:

Agenda Page 35

Low Risk 1.9 %

The Municipality is not dependent on another level of government to meet its service

obligations.

Total government transfers
= 1.9%

Total revenue

. Low: Less than 15%
Moderate: 15% to 20%
. High: Greater than 20%

0%

100%
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Municipality of the District of Lunenburg

Roof (Key Performance) FCI Indicator - Overall Assessment
Dimension

Number of Deficits in the last 5 Years

2021-22 Results: Low Risk: 0 Operating deficit in the last five years

What does it mean? Deficits are important indications of financial health. The result indicates that the
Municipality is able to meet its needs in a balanced manner and maintains a balanced
budget.

Calculation: Number of non-consolidated operating deficits in the last five years = 0

Risk Thresholds: . Low: 0 in the last five years

Moderate: 1 or more in the last 5 years

. High: 1 or more in the last 2 years with one material deficit
(0.5% of operating expenses)

Surplus/(Deficit) for the last 5 Years

o $2,770,760 $2,707,278

$2M $1,873,843

$1,344,898

$1M

$OM
2017-18 2018-19 2019-20 2020-21 2021-22

Figure 18 - Annual operating fund surplus (deficit) for the last 5 years. Source: Financial Information Return
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Municipality of the District of Lunenburg

Roof (Key Performance) FCI Indicator - Overall Assessment
Dimension

Liquidity
2021-22 Results: Low Risk 2.6
What does it mean? Liquidity is key to financial performance.

The result indicates that the Municipality does not have a cash flow problem and is able

to meet its service obligations.
Calculation: Total current financial assets

= 26
Total current liabilities

Risk Thresholds: . Low: Greater than 1.5

Moderate: 1 to 1.5

. High: Less than 1
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Municipality of the District of Lunenburg

Roof (Key Performance) FCI Indicator - Overall Assessment
Dimension

Combined Reserves

2021-22 Results: Low Risk 108.2 %

What does it mean? This result indicates that the Municipality does appear to have sufficient reserves needed to
address unexpected events or provide flexibility to address future projects.

Calculation: Reserves are critical components of a municipality's long-term sustainability. This indicator
shows the value of the funds held in the reserves compared to a single year's operation
including amortization expenses.

Risk Thresholds: Total operating and capital reserves

= 108.2%
Total operating expenses plus amortization expense

. Low: Greater than 40%
Moderate: 30% to 40%

High: Less than 30%

0% 150%
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Municipality of the District of Lunenburg

Appendix | - Additional Resources

Nova Scotia Government's Open Data Portal (data.novascotia.ca)
This portal provides access to various government data in a free, accessible, machine-readable format.

Financial datasets currently published through the Nova Scotia Government's Open Data Portal:

« Consolidated Revenues and Expenses by Municipality

¢ Municipal Affairs and Housing Funding Programs

« Farm Land Grant

« Financial Condition Indicators by Municipality

« Municipal Contributions to Roads

¢ Municipal Financial Capacity Grant

« Municipal Operating Fund- Summary of Revenue and Expenses by Municipality
« Municipal Operating Expenses by Function - 10 Year Summary
« Municipal Operating Revenue by Source - 10 Year Summary

« Municipal Property Tax Rates

* Nova Scotia Power Grant-in-Lieu

« Uniform Assessment

Appendix Il - Municipal Website

The municipal website is modl.ca

A municipality's website can be a helpful resource to access various financial information. Currently, most municipal websites
provide:

 Audited Financial Statements

« Approved Operating Budget

+ Quarterly Municipal Councilor and CAO Expense Report
« Quarterly Municipal Hospitality Expense Report

Contact Municipal Affairs and Housing

For more information, for support in action plan development, or to obtain a guide on action plan development:
municipalfinance@novascotia.ca.
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