&/ Conservation

== Halton

FINANCE & AUDIT COMMITTEE April 13, 2017
9:30 -11:00

2596 Britannia Rd., W., Burlington Grindstone Room

905.336.1158 x 2236

1.0

2.0

2.1

3.0

3.1

4.0

5.0

AGENDA
FA 0117

Page
Consent Iltems
Roll Call & Mileage
Acceptance of Agenda as distributed
Approval of Finance & Audit Committee Minutes dated October 13, 2016
Asset Management Plan Update, Report # FA 01 17 01 1-3

Action Iltems

Draft Audited Financial Statements, December 31, 2016
Report # FA 0117 02 3-43

In Camera
Financial Issue

Other Business

Adjournment






CONSERVATION HALTON

FA 0117 01
REPORT TO: Finance & Audit Committee
FROM: Sheryl Ayres, Senior Director, Finance & Strategic Initiatives
(905) 336—-1158 x 2250
DATE: April 13, 2017
SUBJECT: Asset Management Plan Update

Recommendation

THAT the Finance & Audit Committee receive for information the staff report dated April 13,
2017 on the Asset Management Plan Update.

Report

As reported to the Board of Directors in January, Region of Halton Council has requested
Conservation Halton's Board of Directors to provide three financial plans prior to submission of
the 2018 budget. One of these plans is an Asset Management Plan (AMP).

As defined in the Province of Ontario’s Building Together — Guide for Municipal Asset
Management Plans, “asset management planning is the process of making the best possible
decisions regarding the building, operating, maintaining, renewing, replacing and disposing of
infrastructure assets. The objective is to maximize benefits, manage risk, and provide
satisfactory levels of service to the public in a sustainable manner. Asset management requires a
thorough understanding of the characteristics and condition of infrastructure assets, as well as
the service levels expected from them. It also involves setting strategic priorities to optimize
decision making about when and how to proceed with investments. Finally, it requires the
development of a financial plan, which is the most critical step in putting the plan into action”.

Conservation Halton staff met with Region of Halton staff on two occasions in January to discuss
expectations for the AMP. As requested by staff at the Region, the AMP will comply with the
Province of Ontario’s Building Together — Guide for Municipal Asset Management Plans. The
Plan will contain information on the state of the infrastructure, desired levels of service, an asset
management strategy, a financing strategy and information on how the Plan will be updated in
the future. Regular updates are being provided to Halton Region staff to keep them aware of the
progress of the Plan.

The total net book value of assets owned by Conservation Halton at December 31, 2016 is
$64.1M. This value includes land and capital projects for the acquisition or construction of new
assets. When these categories are removed, the net book value of assets being amortized on
an annual basis is $28.0M as outlined in the following chart.



Net Book Value
Total assets $28.0M |
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$2,552,007
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$257,084 ‘

Equipment,

Preparation of a comprehensive AMP will be completed in phases. The first phase will focus on
dams and channels as these assets represent the largest category of amortized assets at 37% of
total net book value at December 31, 2016 and are also the largest area of risk. The second
phase will include buildings as these are the second largest group of amortized assets at 35% of
net book value. The inclusion of all other assets will be determined in the future.

An important element of the AMP is assessing the condition of the assets to inform the state of
the infrastructure section of the Plan. Engineering staff at Conservation Halton maintain an
extensive database that includes the characteristics of the dams and channels assets including
condition information, monitoring of identified deficiencies through annual inspections as well as
the tracking of maintenance costs. The database assists with the monitoring, prioritization and
scheduling of identified major repairs to dams and channels. In addition to the database
documentation, consulting studies and dam safety reviews are completed regularly according to
Provincial guidelines to help define annual work-plans. This information will be valuable in
completing the AMP within the timeframe proposed by Halton Region. Conditional information is
not as readily available for other assets and therefore consultants will need to be retained to
assess the condition of some assets such as buildings.

Staff in Engineering and Finance continue to meet to work through other details that will be
included in the Plan such as service levels; the strategy for operating, maintaining, repairing and
rehabilitating assets in the future; and a long-term financing strategy for operating and capital
expenses.

Conservation Halton’s Strategic Plan-Metamorphosis identified the need to prepare a
consolidated asset management plan to guide investment decisions and develop the necessary
tools to maintain assets in a good state of repair; and to develop a sustainable funding
mechanism and plan to support capital projects related to flood control infrastructure.
Preparation of the AMP for dams and channels supports these two initiatives identified in the
strategic plan.

The AMP for dams and channels will be presented to Conservation Halton Board of Directors in
June for approval prior to submission to the Region of Halton.

Prepared and submitted by:

Sulf! dpac

Sheryl Ayres
Senior Director, Finance & Strategic Initiatives



CONSERVATION HALTON
CHBD 01 17 02

REPORT TO: Finance & Audit Committee

FROM: Marnie Piggot
Director, Finance
905.336.1158 x 2240

DATE: April 13, 2017

SUBJECT: Draft Audited Financial Statements, December 31, 2016

Recommendation

THAT the Finance & Audit Committee recommend to the Conservation Halton Board of
Directors the Conservation Halton audited financial statements for the year ended December
31, 2016 included in the report dated April 13, 2017 be approved.

Summary

The draft audited financial statements for the year ended December 31, 2016 are attached. The
draft 2016 financial statements have been prepared by Conservation Halton staff and audited by
KPMG LLP.

The Auditors’ Report included in the draft financial statements is considered to be the standard audit
report without qualifications and is similar to the audit report in the prior year. Also attached is the
2016 Audit Findings Report prepared by KPMG. Matthew Betik, Audit Partner will be present at the
Finance Committee meeting to review their audit process and findings.

KPMG are the external auditors for Conservation Halton appointed for a five year term, for the fiscal
years 2012 to 2016. A Request for Proposal for audit services for a new term will be issued mid-
2017.

2016 Financial Statement highlights

The amounts included in the 2016 draft audited financial statements are the amounts reported on
the Budget Variance Report provided at the March Board meeting with adjustments that are required
to be in accordance with Public Sector Accounting Board (PSAB) accounting standards. The
amounts reported in the Budget Variance Reports are prepared on a basis consistent with the 2016
Budget amounts in order to ensure adequate funding for annual expenditures.

For the audited financial statements, Tangible Capital Asset expenditures, Reserve transfers, debt
financing, the principal portion of long term debt repayments and internal chargebacks are
eliminated from revenue and expenses on the Statement of Operations and reported on the
Statement of Financial Position.

Statement of Operations Summary 2016 Budget 2016 Actual 2015 Actual
Total revenue $24,453,600 $26,165,941 $25,111,706
Total expenses $24 644 951 $24.687,133 $24,711,337

Annual Surplus/(Deficit) $ (191,351) $1478.808 $ 400,369



The 2016 annual surplus of $1,478,808 is above the 2016 Budget amount of ($191,351) restated for
PSAB adjustment by almost $1,670,000. This increase is largely due to increased revenues of $1.7
million in Operations, Conservation Areas, Partnership Projects and Major Projects that are detailed
further in the report below. Expenses are above the 2016 Budget amount by a net amount of
$42,000 as a result of increased Partnership and Major project expenses and are offset by reduced
costs related mainly to salary and benefit savings.

Financial statement note 17 provides a summary of Revenue and Expenses by Conservation Halton
Programs. The programs reporting the most significant operating surplus or deficit amounts are the
Conservation Areas surplus of $1,333,144 and Corporate Services deficit of ($1,222,515). These
amounts exclude the Support Service chargebacks totaling $991,110 that are detailed in note 14 as
they are eliminated in the audited financial statements. The chargebacks consist of $982,700 for
the Conservation Areas and $8,410 for Source Water Protection. The actual chargeback to the
Conservation Areas is lower than the 2016 Budget amount due to a vacant staff position.

Statement of Financial Position Summary 2016 Actual 2015 Actual
Total Assets $87.712,188 $84.776.942
Accumulated Surplus 367,296,687 $65.817.879

The Accumulated Surplus of $67,296,687 is derived largely from Tangible Capital Assets and is
detailed in note 8 of the audited financial statements as follows:

Surplus — Tangible Capital Assets $64,118,510
Deficit — Current Funds (2,912,321)
Reserves 6,090,498
Total Accumulated Surplus, December 31, 2016 $67,296,687

Reserve transfers approved at the March Board meeting have been included in the 2016 financial
statements. :

The Deficit — Current Funds consists for the most part the long term debt financing of $2,709,106 at
December 31, 2016 and $24,230 in 2016 municipal debt financing received after the year end that
has been included as revenue in the 2016 and prior budgets.

Report
Statement of Operations

Details of significant variances of revenue and expenses by program categories from the 2016
Budget amounts follow. Variances from the 2016 Budget that are favourable are noted with an F
and unfavourable variances are noted with a U. Amounts in the explanatory notes are rounded to
the nearest thousand. The 2016 Budget amounts have been adjusted to exclude capital
acquisitions and provide for estimated amortization.

Operations

Included in this category are Conservation Areas Administration, Forestry, Property Management,
Security, Construction and Maintenance, and Vehicle and Equipment maintenance for Watershed
Management and Support Services.

2016 2016 2015 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $ 389450 $ 529386 $ 476,131 $139,936 F

Expenses $3,368,848 $3,101,278 $3,100,660 ($267,570)F




Revenue
Total Operations revenue is higher than the 2016 Budget amounts in the following areas:

Forestry — increased tree planting revenue $104,000
Property Management — increased landscaping and maintenance

services for external partners and insurance settlement 36,000
Total revenue increase $140,000 F
Expenses

Expenses are lower than the budget by $268,000. This variance consists of the following:

Conservation Areas Administration, Forestry, Property Management

Security and Construction & Maintenance staffing vacancies ($178,000)
Forestry and Property Management increased planting materials 41,000
Construction and Maintenance decreased purchased services and
materials & supplies (101,000)
Vehicle and Equipment lower fuel and repair costs (30,000)
Total expense variance ($ 268,000) F
Communications
2016 2016 2015 Incr./(Decr.)
Budget Actual Actual over Budget
Expenses $844,722 $705.819 $813,987 ($138,903)F

Actual expenses for 2016 are less than the budget target primarily as a result of a staff position
vacancy.

Watershed Management
Services provided under this category are Engineering and Flood Forecasting & Operations,

Planning and Regulations including the Regional Infrastructure Team, Watershed Services such as
GIS, Stewardship and Restoration and the Hamilton Harbour Remedial Action Plan (RAP).

2016 2016 2015 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $2,885,582 $2,958.984 $2.462989 $ 73.402F
Expenses $6,164,044 $6,017,597 $5.652,993 ($146.,447)F

Revenue

The overall Watershed Management revenue variance consists of:

Watershed Management decreased planning and permit revenue ($315,000)
Regional Infrastructure Team revenue lower than the budget (26,000)
Watershed Services — recognition of deferred revenue 282,000
Increased other revenue — RAP, consulting, grants 132,000
Total revenue budget variance $ 73.000F

Planning and permit revenues are recognized for accounting purposes based on staff estimates of
the work completed on applications received. The lower revenue was anticipated in the 2016
Projection based on applications received and was offset by reduced staffing costs for position
vacancies during the year.



The Regional Infrastructure Team (RIT) costs are fully funded by the Region of Halton and are
based on actual costs incurred.

Expenses

Watershed Management expenses are lower overall than the budget amount for the following:

Staffing cost savings and staff position vacancies ($300,000)
Legal — increased costs 155,000
Other — decrease in purchased services and materials and supplies (1.000)
Total expense budget variance ($146,000) F

Actual legal fees of $455,000 were incurred in 2016 and exceeded the budget amount of $300,000
by $155,000 as a result of several violation cases.

Conservation Areas

2016 2016 2015 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $11,034,400 $11,202,468 $11,145,546 $168,068 F
Expenses $10.432.301 $10,061,678 $10,520,813 ($370,623)F

Revenue

Conservation Area revenue varies from the 2016 Budget amounts for the following:

Annual pass sales - increase over the budget $244,000
Rattlesnake, Hilton Falls & Mount Nemo — increased revenue 289,000
Kelso/Glen Eden — lower revenues (376,000)
Crawford Lake & Mountsberg — revenue less than budget (18,000)
Interest and other - increased revenue 29,000
Total revenue increase $168,000 F
Expenses

Conservation Area total expenses are lower than the budget by $370,623. This variance consists of
the following:

Support Services Chargeback decrease to the Conservation Areas

due to a position vacancy ($ 69,000)
Vehicle and Equipment lower fuel and repair costs (60,000)
Kelso/Glen Eden — lower seasonal staff and other costs (282,000)
Other expense increases 40,000
Total expense variance ($371,000) F
Corporate Services
2016 2016 2015 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $117.,800 $260,083 $ 79,701 $142,283 F

Expenses $2.696,934 $2,799.730 $2.567.230 $102,796 U




Revenue

Total Corporate Services revenue includes donations received through the Conservation Halton
Foundation totaling $150,000 not included in the 2016 Budget. The donations were designated for
principal repayments on a loan received in 2015 for the purchase of land in the Cootes to
Escarpment eco-park system. Interest and other revenues are also higher than the 2016 Budget
amount by $42,000. The increased revenue is offset by a decrease in the 2016 Support Services
chargeback to the Conservation Halton Foundation of $50,000 due to a Foundation Assistant
position that was not replaced.

Expenses

Actual expenses for Corporate Services exceed the 2016 Budget amounts by $103,000. The
budget variance is a result of overall increased full time and part time staffing costs of $20,000 and
increased purchased services costs for consulting services, legal costs related to employee
relations, staff training costs, and corporate memberships totaling $83,000. The over expenditure is
offset by cost savings in other programs.

Partnership Projects

2016 2016 2015 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $276,300 $924.307 $945.119 $648.007 F
Expenses $276,300 $914.114 $743,497 $637,814 U

Special project expenditures are funded by related program grants received from various funding
partners. Partnership Projects for 2016 significantly exceeded the budget amount as a result of
grants approved after the 2016 Budget was completed and the growth in the Stewardship program
since its assumption in mid-2015.

Projects carried out in 2016 included:

Fish Telemetry & Hamilton Harbour Stewardship $168,000
Water and Forest Festivals 183,000
Glenorchy Restoration 35,000
Mountsberg Shrike program 24,000
Conservation Areas workshop 52,000
Sixteen Mile and Limestone Creek Projects 117,000
Lower Grindstone Creek 50,000
Restoration projects 38,000
Cootes to Escarpment Eco-Park 79,000
Brookies in Bronte Creek 58,000
Kelso Quarry Rehabilitation 49,000
Various other projects 61.000
Total Partnership Project expenses $914.000
Major Projects
2016 2016 2015 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $686,500 $1,231,705 $1,233,998 $545,205F

Expenses $420,000 $ 632103 $ 772492 $212103U




Revenue

Included in Major Projects revenue is the donation of three properties by property owners in 2016
with appraised values totaling $371,000. Major Projects revenue is also higher than the 2016 Budget
amount because of higher Municipal capital revenue recognized with funding carried over from a
prior year, donations raised through the Conservation Halton Foundation and interest on Reserves
not included in the budget.

Expenses

Major Projects expenses are generally the balance of 2016 Capital Project amounts that do not
meet the criteria to be recorded as a tangible capital asset addition on the balance sheet. Most of
these expenses are related to major maintenance on the dams and channels and at the
Conservation Areas, watershed plan implementation and flood forecasting program costs. The
expenses are funded by increased Major Projects revenues.

Prepared by: Respectfully submitted and
Approved for circulation:

i”\/\ﬁv\ﬁﬂl,% 3?.%] W ?\{\L%

Marnie J. Piggot Sheryl A)}res
Director, Finance Senior Director,
: Finance and Strategic Initiatives
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INDEPENDENT AUDITORS’ REPORT

To the Directors of Conservation Halton

We have audited the accompanying financial statements of Conservation Halton
(“the Entity") which comprise the statement of financial position as at December 31,
2016 and the statements of operations and change in accumulated surplus,
changes in net financial assets and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with Canadian public sector accounting
standards, and for such internal control as management determines is necessary to
enable the preparation of financial statements .that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on
our audit. We conducted our audit in accordance with Canadian generally accepted
auditing standards. Those standards require that we comply with ethical
requirements and plan and perform an audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on our judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the Entity's
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Entity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

//



Page 2

Opinion

In our opinion, the financial statements present fairly, in all material respects, the
financial position of Conservation Halton as at December 31, 2016, and its
consolidated results of operations and the changes in net financial assets and its
cash flows for the year then ended in accordance with Canadian public sector
accounting standards.

Chartered Professional Accountants, Licensed Public Accountants

Waterloo, Canada

/2



CONSERVATION HALTON

Statement of Financial Position

December 31, 2016, with comparative information for 2015

2016 2015
(Restated, note 16)

Financial assets:

Cash $ 1375186 § 741,061
Short-term investments (note 2) 11,883,391 10,014,160
Investment - Water Management System (note 3) 9,211,489 7,816,850
Accounts receivable (note 4) 683,010 928,165

23,153,076 19,500,236

Financial liabilities:

Accounts payable and accrued charges 1,994,378 1,945,753
Vacation pay and accumulated time entitlements 143,438 160,790
Deferred revenue (note 5) 5,778,759 6,020,314
Deferred revenue - capital and major projects (note 6) 578,331 503,284
Deferred revenue - Water Management System (note 3) 9,211,489 7,816,850
Long-term liabilities (note 7) 2,709,106 2,512,072
20,415,501 18,959,063

Net financial assets 2,737,575 541,173

Non-financial assets:

Tangible capital assets (note 8) 64,118,510 64,746,192
Prepaid expenses 310,906 379,418
Inventory 129,696 151,096

64,559,112 65,276,706

Commitments (note 13)

Accumulated surplus (note 9) $ 67296687 $ 65,817,879

See accompanying notes to financial statements.

On behalf of the Board:

Chair

Vice-Chair




CONSERVATION HALTON

Statement of Operations and Change in Accumulated Surplus

Year ended December 31, 2016, with comparative information for 2015

2016 2016 2015
Budget Actual Actual
(Restated, Note 16)
Revenue:
Municipal grants - operating $ 8406295 $ 8406293 $ 7,989,189
Ministry of Natural Resources,
transfer payments 300,311 300,311 300,311
Program fees and other funding:
Operations 389,450 529,386 476,131
Communications 15,000 15,300 20,909
Watershed management 2,885,582 2,958,984 2,462,989
Conservation areas 11,034,400 11,202,468 11,146,546
Corporate services 117,800 260,083 79,701
Partnership projects 276,300 924,307 945,119
Source water protection 341,962 337,104 456,813
Major projects 686,500 1,231,705 1,233,998
Total revenue 24,453,600 26,165,941 25,111,706
Expenses:
Operations 3,368,848 3,101,278 3,100,660
Communications 844,722 705,819 813,987
Watershed management 6,164,044 6,017,597 5,652,993
Conservation areas 10,432,301 10,061,678 10,520,813
Corporate services 2,696,934 2,799,730 2,567,230
Partnership projects 276,300 914,114 743,497
Source water protection 343,162 352,150 470,421
Major projects 420,000 632,103 772,492
Debt financing charges 98,640 102,664 69,244
Total expenses 24,644,951 24,687,133 24,711,337
Annual surplus (note 9) (191,351) 1,478,808 400,369
Accumulated surplus, beginning of year 65,817,879 65,417,510
Accumulated surplus, end of year 67,296,687 $ 65,817,879

See accompanying notes to financial statements.



CONSERVATION HALTON

Statement of Changes in Net Financial Assets

Year ended December 31, 2016, with comparative information for 2015

2016 2016 2015

Budget Actual Actual

(Restated,

Note 16)

Annual surplus $ (191,351) $ 1478808 $ 400,369
Acquisition of tangible capital assets (1,675,000) (1,040,844) (3,333,260)

Amortization of tangible capital assets 1,642,000 1,642,433 1,625,861

Proceeds on disposal of tangible capital assets - - 49,110

Loss on disposal of tangible capital assets - 26,093 3,103

(224,351) 2,106,490 (1,254,817)

Change in prepaid expenses - 68,512 16,798

Change in inventories - 21,400 (44,020)

Net change in net financial assets (224,351) 2,196,402 (1,282,039)

Net financial assets, beginning of year 541,173 541,173 1,823,212

Net financial assets, end of year $ 316,822 $ 2,737,575 $ 541,173

See accompanying notes to financial statements.



CONSERVATION HALTON

Statement of Cash Flows

Year ended December 31, 2016, with comparative information for 2015

2016

2015

Cash provided by (used in):

Operating activities:

(Restated note 16)

Annual surplus $ 1,478,808 $ 400,369
ltems not involving cash:
Amortization 1,642,433 1,625,861
Loss on disposal of tangible capital assets 26,093 3,103
3,147,334 2,029,333
Change in non-cash working capital balances:
Accounts receivable 245,155 (97,789)
* Prepaid expenses 68,512 16,796
Inventory 21,400 (44,018)
Accounts payable and accrued charges 48,625 83,273
Vacation pay and accumulated time entitlements (17,352) (28,845)
Deferred revenue (241,555) (672,662)
Deferred revenue - capital and major projects 75,047 (350,841)
3,347,166 935,247
Capital transactions:
Acquisition of tangible capital assets (1,040,844) (3,333,260)
Proceeds on disposal of tangible capital assets - 49,110
(1,044,844) (3,284,150)
Investing activities:
Investment - Water Management System (1,104,498) (1,104,498)
Investment revenue - Water Management System (290,141) (263,292)
(1,394,639) (1,367,780)
Financing transactions:
Deferred revenue - Water Management System 1,394,639 1,367,789
Proceeds from long-term debt 675,133 1,555,197
Repayment of long-term debt 478,099 (260,035)
1,591,673 2,662,951
Net change in cash and cash equivalents 2,503,356 (1,053,742)
Cash and short-term investments, beginning of year 10,755,221 11,808,963
Cash and short-term investments, end of year $ 13,258,577 $ 10,755,221
Compromised of:
Cash $ 1,375,186 $ 741,061
Short-term investments 11,883,391 10,014,160
$ 13,258,577 $ 10,755,221
Supplemental cash flow information:
Investment revenue $ 171,446 $ 184,741

See accompanying notes to financial statements.
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CONSERVATION HALTON

Notes to Financial Statements

Year ended December 31, 2016

Purpose of Organization:

Conservation Halton is established under the Conservation Authorities Act of Ontario to further the
conservation, restoration, development and management of natural resources, exclusive of gas, oil,
coal and minerals for the watersheds within its area of jurisdiction. The watersheds include areas in
the Regions of Halton and Peel, the Township of Puslinch and the City of Hamilton.

Conservations Halton's mission is to protect and enhance the natural environment from lake to
escarpment for present and future generations.

1. Significant accounting policies:

(@)

(©)

Basis of accounting:

The financial statements of Conservation Halton are prepared by management in accordance
with the Chartered Professional Accountants of Canada Public Sector Accounting Handbook
for local government.

Revenues and expenses are reported on the accrual basis of accounting. The accrual basis
of accounting recognizes revenues as they become available and measureable; expenses are
recognized as they are incurred and measureable as a result of receipt of goods or services
and the creation of a legal obligation to pay.

These financial statements do not include the activities of the Conservation Halton
Foundation, a related incorporated registered charity with a mission to raise funds and profile
for Conservation Halton projects and programs.

Short-term investments and investments - Water Management System:

Short-term investments and investments - water management system are recorded at the
lower of cost and market value based on quoted market prices. Losses are recorded when
the decline in market value is other than temporary.

Tangible capital assets:

Tangible capital assets are recorded at cost less accumulated amortization. Costs include all
amounts that are directly attributable to acquisition or construction of the tangible capital asset
including transportation costs, installation costs, design and engineering fees, legal fees and
site preparation costs. Contributed tangible capital assets are recorded at fair value at the
time of the donation, with a corresponding amount recorded as revenue on the same basis as
the amortization expense related to the acquired tangible capital assets. Assets under
construction are not amortized and are transferred into their relative asset category when
available for productive use. Amortization is recorded on either a straight-line basis over the
estimated life of the assets or by using the declining balance method.

17



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2016

1. Significant accounting policies (continued):

©

(d)

(e)

(f)

(9)

Tangible capital assets (continued):

The following rates are used:

Asset Basis Useful Life - Years
Land improvements Straight-line 30 to 50 years
Buildings and building improvements Straight-line 25 to 50 years
Machinery and equipment Straight-line 5to0 40 years
Furniture and fixtures Straight-line 5 to 20 years
Infrastructure Straight-line 20 to 75 years
Vehicles Declining balance 30%
Computer hardware and software Straight-line 5to 10 years
Reserves:

Reserves for future expenses and contingencies are established as required using the
estimates of management. Increases or decreases in these reserves are made by
appropriations to or from operations.

Inventory:

Inventory is valued at the lower of cost and net realizable value. Cost is determined using
specific identification of the cost of the individual items.

Deferred revenue - Capital and Major Projects:

Conservation Halton receives certain amounts for which the related services have yet to be
performed. These amounts are recognized as revenue in the fiscal year the related expenses
are incurred or services performed. Funds received for the purchase of tangible capital
assets are recognized when the related asset is purchased.

Deferred revenue - Water Management System:

Conservation Halton is receiving funds for expenses to be incurred for the future operation of
a water management system and management of certain lands. These funds are externally
restricted and cannot be drawn until Conservation Halton commences management of the
lands. These amounts will be recognized as revenues when the relating expenses are
incurred or management services performed.

/§



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2016

1.

Significant accounting policies (continued):

(h) Revenue recognition:

(i

Municipal levies, government transfers and funding for projects are recognized as revenue
when the transfer is authorized, any eligible criteria has been met and the amount can be
reasonably estimated.

User charges and fees are recognized as revenue in the period in which the related services
are performed.

Use of estimates:

The presentation of financial statements in conformity with Canadian public sector
accounting standards requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities at the date of the financial statements, and the
reported amounts of revenue and expenses during the reporting period. Actual results could
differ from management's best estimates as additional information becomes available in the
future.

Short-term investments:

2016 2015
Business investment account $ 3,525,139 $ 1,239,656
Guaranteed investment certificates 4,000,000 4,500,000
Pooled funds 4,358,252 4,274,504
Total $ 11,883,391 $ 10,014,160

The guaranteed investment certificates have effective rates of 1.29% to 1.55% (2015 - 1.15% to
1.55%). Interest is receivable on the date of maturity. Maturity dates range from April 4, 2017 to
February 26, 2018. The business investment account and pooled funds (which include money
market, bond and equity funds) earn interest at variable rates which is paid monthly.

Market value of short-term investments are $ 12,221,603.

/1



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2016

3.

Investment/Deferred revenue - Water Management System:

Conservation Halton entered into an agreement for the transfer of a Water Management System
and its long-term operation with an estimated time line of 2063. The agreement is based on the
principle that the net costs associated with ongoing operation, maintenance and performance of
the Water Management System will not be a financial liability to Conservation Halton.

To ensure that Conservation Halton should not have a net financial liability for the management
of the water system, Conservation Halton will be receiving amounts from 2008 to 2017, as part of
the agreement. The amounts received are to be invested in accordance with Municipal Act
Regulations and will be managed by an Investment Committee as required by the agreement. At
the time of transfer, Conservation Halton will be able to draw on the funds, only to facilitate the
management of the water system.

The funds are invested as follows:

2016 2015
Cash $ 7,186 $ 125
Provincial and provincially regulated agency bonds 6,951,553 5,577,393
Guaranteed investment certificates 2,252,750 2,239,332
Total $ 9,211,489 $ 7,816,850

The Provincial and provincially regulated agency bonds have effective yields of 3.88% to 5.00%
(2015 - 4.07% to 5.00%). Interest is receivable on the date of maturity. Maturity dates range
from January 13, 2020 to April 17, 2033.

The guaranteed investment certificate has an effective interest rate of 1.29% and 1.45% (2015 —
1.45% and 1.55%). Interest is receivable on the date of maturity. Maturity dates range from
January 16, 2017 to February 26, 2018.

Accounts receivable:

Included in accounts receivable is $187,749 (2015 - $139,983) due from Conservation Halton
Foundation.
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CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2016

5. Deferred revenue:

Balance at Balance at
December 31, Revenue December 31,
2016 Additions recognized 2015

Watershed Environmental
Services $ 1,947,515 $ 1,630,604 $ 1,722,364 $ 2,039,275

Special Programs and

Projects 671,138 1,207,180 1,291,429 755,387
Source Water Protection 72,847 259,121 344,665 158,391
Conservation Areas 3,087,259 11,222,466 11,202,468 3,067,261

$ 5778,759 $ 14,319,371 $ 14,560,926 $ 6,020,314

Additions to deferred revenue includes contributions from external parties and payments for
annual passes and lesson programs received during the year pertaining to the following year.

6. Deferred revenue - capital and major projects:

Balance at Balance at
December 31, Contributions Revenue December 31,
2016 received recognized 2015
Capital - Ministry of
Natural Resources $ 307,816 $ 543,735 $ 235919 $ -
Capital - Municipal 270,515 291,499 524,268 503,284

$ 578,331 $ 835234 $ 760,187 $ 503,284

)



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2016

7. Long-term liabilities:

2016 2015
5 year term loan at 3.5%, interest only payable
during the first 36 months with a registered
collateral mortgage covering 54.36 acres of land,
due December 2020 $ 708,000 $ 858,000
Municipal debt financing and interest payments
due annually at variable current interest rates 3.2%
(2015 - 3.98%) and annual principal repayments
due December 2026 2,001,106 1,654,072
$ 2,709,106 $ 2,512,072
Principal repayments over the next five fiscal years and thereafter are as follows:
2016 $ 490,628
2017 331,072
2018 478,039
2019 610,962
2020 200,350
Thereafter 598,055
$ 2,709,106

0
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CONSERVATION HALTON

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2016

9. Accumulated surplus:

Accumulated surplus consists of operating surplus and reserves as follows:

Balance at Excess of Transfers Balance at
December 31, Revenue over (to) from December 31,
2016 expenses reserves 2015
Surplus - investment in tangible
capital assets $ 64,118,510 $ (1,668,529) $ 1,040,844 $ 64,746,192
Surplus (deficit) - current funds (2.912,321) 3,147,337 (2,298,208) (3,781,445)
Total surplus 61,206,189 1,478,808 (1,257,366) 60,984,747
Reserves
Conservation areas capital
projects 2,397,630 - 319,183 2,078,447
Conservation areas
stabilization 799,568 - 159,400 640,168
Vehicle, equipment and building 864,012 - 148,112 715,900

Watershed management
capital projects
- municipal funds 146,780 - 26,900 110,880
Watershed management
capital projects

- self generated funds 321,511 - 40,700 280,811
Watershed management stabilization 470,249 - 207,214 263,035
Capital Projects

- debt financing charges 194,248 - 10,257 183,991
Legal 258,8891 - 49,100 209,789
Water Festival 217,211 - 3,100 214,111
Land and property 128,900 1,900 127,000
Stewardship and restoration 291,500 - 291,500 -
Total reserves 6,090,498 - 1,257,366 4,833,132

Accumulated surplus $ 67,296,687 $ 1,478,808 $ - $ 65,817,879

10. Pension agreements:

Conservation Halton belongs to the Ontario Municipal Employees Retirement Fund ("OMERS"),
which is a multi-employer plan, on behalf of the members of its staff. This plan specifies the
amount of the retirement benefit to be received by the employees based on the length of service
and rates of pay. The cost of the plan is the employer’s contribution to the plan.

The 2016 employer portion of OMERS pension contributions was $1,062,894 (2015 - $980,996).



CONSERVATION HALTON

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2016

1.

12.

Budget amounts:

The 2016 budget amounts approved by Conservation Halton on October 29, 2015 were not
prepared on a basis consistent with that used to report actual results under Public Sector
Accounting Standards. The budget was prepared on a modified accrual basis while Public Sector
Accounting Standards require a full accrual basis. The budget figures anticipated use of
surpluses accumulated in previous years to reduce current year expenses in excess of current
year revenues to $nil. In addition, the budget expensed all tangible capital expenses rather than
including amortization expenses. As a result, the budget figure presented in the statements of
operations and changes in net financial assets represent the budget adopted by Conservation
Halton on October 25, 2015, with adjustments as follows:

2016 2015

Actual Actual

Budget deficit for the year $  (184,247) $ (1,494,189)

Less: Amortization of tangible capital assets (1,642,000) (1,627,000)
Add: Acquisition of tangible capital assets 1,675,000 3,823,000
Add: Debt financing charges - principal portion 359,896 292 430

Less: Municipal debt financing {400,000) (687,500)
Budget surplus per Statement of Operations $ (191,351) $ 306,741

Contingencies:

Conservation Halton has been named as defendant or co-defendant in several lawsuits that have
claims outstanding. Conservation Halton anticipates any individual settlement amount will not
exceed the limits of insurance coverage provided to Conservation Halton on the majority of the
claims. For claims in which the claim amount exceeds the limit of insurance coverage provided to
Conservation Halton the outcome is not determinable.

Conservation Halton has entered into an agreement to ensure implementation of a monitoring
and mitigation plan for the future rehabilitation of lands adjacent to a Provincially Significant
Wetland. The agreement requires a Trust account to be established by the funder to ensure
there are funds available for the rehabilitation plan implementation. Conservation Halton will be a
member of the Investment Committee that will oversee management of the Trust account. A
deposit to the Trust account by the funder is required to be made by March 31, 2017 for
$354,869 which was completed. Conservation Halton will release their interest in the Trust
account when the implementation plan is completed.
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CONSERVATION HALTON

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2016

13.

14.

15.

Commitments:

Conservation Halton has entered into contracts related to projects at Glen Eden, various dam
studies and repairs, and leases for office equipment and vehicles. Commitments outstanding on
these contracts to be paid beyond December 31, 2016 are as follows:

2017 $ 869,434
2018 298,317
2019 15,236
2020 3,809
2021 -

$ 1,186,796

Internal financial reporting:

For internal financial budget reporting purposes, administration chargebacks and contributions
between internal programs are reported.

The chargebacks and contributions are not separately disclosed in the Schedules of the audited
financial statements.

The internal chargebacks and contributions for 2016 are as follows:

2016 2016 2015
Budget Actual Actual
Administration chargebacks to:
Watershed Experience:
Conservation Areas $ 1,052,000 $ 982700 $ 979,095
Source Water Protection 9,800 8,410 8,175
Total operating grants $ 1,061,800 $ 991110 $ 987,270

Comparative figures:

Certain comparative figures on the statement of operations under revenue and expenses have
been reclassified to conform with the financial statement presentation adopted in the current
year.
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CONSERVATION HALTON

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2016

16. Adjustment of prior period figures:

During 2016, Conservation Halton identified that it was not deferring the portion of conservation
area annual passes sold during the year that relates to the subsequent year. As a result, this
adjustment has been applied retroactively with a revision of the 2015 financial statements.
Specifically, the amounts recorded at December 31, 2015 for deferred revenue and accumulated
surplus have increased and decreased by $395,255 respectively and the annual surplus for the
year ended December 31, 2015 has increased by $38,961.
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