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MEETING NO: # 01 18 Finance & Audit Committee

DATE: April 12, 2018

TIME: 9:30 - 11:00 am

PLACE: CH Admin. Office, 2596 Britannia Road West, Burlington ON

905.336.1158 x 2236

AGENDA
Page #
1.  Acceptance of Agenda as distributed
2. Disclosure of Pecuniary Interest for Finance & Audit Committee
3 Consent Items
Roll Call & Mileage
Approval of Finance & Audit Committee Minutes dated November 01, 2017
4. Action Items
4.1 Election of Officers for 2018
4.1.1 Appointment of Election Scrutineers
4.1.2 Election of the position of Chair for the Finance & Audit Committee for 2018
4.1.3 Election of the position of Vice Chair for the Finance & Audit Committee for 2018
4.2 Budget Variance for the year ended December 31, 2017 and Reserve Balances
Report# FA 0118 01 1-10
4.3 2017 Audited Financial Statements
Report #: FA 01 18 02 11-16
Attachments: Financial Statements of Conservation Halton
for the year ended December 31, 2017 17-37
Conservation Halton Audit Findings Report, KPMG 38-59

5, Other Business

6. Adjournment
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REPORT TO: Finance & Audit Committee

REPORT NO: # 011801

FROM: Sheryl Ayres, Senior Director Corporate & Strategic Initiatives
sayres@hrca.on.ca; 905-336-1158 x 2250

DATE: April 12, 2018

SUBJECT: Budget Variance Report for the year ended December 31, 2017 and

Reserve Balances

Recommendation

THAT the Finance & Audit Committee recommend to the Conservation Halton Board of Directors
approval of the allocation of the 2017 operating surplus amounts to the following Reserves:

$225,000 to the Building Reserve;

$6,700 to the Water Festival Reserve;

$100,000 to the Property Management Reserve;

$317,322 to the Watershed Management Stabilization Reserve;
$1,438,556 to the Conservation Areas Capital Reserve;

$55,000 to the Conservation Areas Revenue Stabilization Reserve

THAT the Finance & Audit Committee recommend to the Conservation Halton Board of
Directors that $62,509 be transferred to the Capital Projects Reserve — Debt Financing
Charges;

THAT the Finance & Audit Committee recommend to the Conservation Halton Board of
Directors that the Land and Property Reserve be renamed the Property Management Reserve;

AND FURTHER THAT the Finance & Audit Committee recommend to the Conservation Halton
Board of Directors receiving for information the Budget Variance Report for the period ended
December 31, 2017.

Executive Summary

Attached is the Budget Variance Report for the period ended December 31, 2017. The total operating
surplus for 2017 is $2,142,578. The details of the 2017 operating surplus are summarized below and
are included in the attached Budget Variance Report. This operating surplus is comprised of a surplus
in the Watershed Management and Support Services (WMSS) programs of $649,022 and $1,493,556
in the Conservation Areas.

The Projected 2017 operating surplus for the WMSS programs presented in the September 30, 2017
Budget Variance Report was $21,273. Projections are prepared by Program Managers and Directors
using conservative estimates. In-addition, based on the 2017 Projected amounts, staff were directed
in November to hold off on discretionary spending for the remainder of the year to ensure a
favourable financial year end position.
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The Conservation Areas 2017 operating surplus is $1,493,556. The projected surplus presented at
the November 23, 2017 Board of Directors meeting was $931,177. This operating surplus has
increased by $562,379 over the projections primarily due to increased park revenues and higher than
anticipated visitation to the parks.

Report

The table below summarizes the 2017 year end operating surplus for WMSS and the Conservation
Areas. Further details are provided in the attached Budget Variance Report and in the information

provided in this report.

% 2017
2017 ACTUAL ACTUAL | YEAREND
BUDGET DEC 31/17 | IBUDGET | VARIANCE
Watershed Management
& Support Services
(WMSS)
Revenue $14,843,209 | $15,729,516 | 106.0% $ 886,307
Expenses $14.843.209 | $15.080,494 | 101.6% $ 237,285
Operating Surplus $ 0 [$ 649,022 [ 100.0% $ 649,022
Conservation Areas
Revenue $10,844,713 | $12,444,350 | 114.8% $ 1,599,637
Expenses $10,613,322 | $10.950,794 | 103.2% $ 337472
Operating Surplus $ 231,391 [ $ 1,493,556 | 645.5% $ 1,262,165
Total Operating Surplus $ 231,391 | $ 2142578 $ 1,911,187

Watershed Management & Support Services

Source Protection & Watershed Strategies — Note 1.

Provincial funding for Source Protection and Land Management exceeded the Budget by $149,966 as
a result of funding carried over from the prior year for these programs. Provincial funding carried over
of $139,142 for Source Protection was related to costs incurred for numeric modelling services for two
projects with the Greensville municipal water supply, a wellhead protection vulnerability analysis and
Tier 3 water budget and water quantity risk assessment. Funding received through an agreement with
Infrastructure Ontario for Land Management covered costs associated with property management
work at Glenorchy.

Other Revenue is under Budget by ($7,782) primarily due to the elimination in late 2016 of funding for
the Provincial Groundwater Monitoring Network (PGMN) after the 2017 Budget was approved and
therefore this change was not reflected in the budget.

Increased-program-expenses for-Source Protection & Watershed-Strategies related-to the-projects
mentioned above are offset by savings in salaries and benefits as a result of a staff retirement in
Watershed Strategies. .
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Internal Chargebacks - Note 2.

Internal Chargebacks exceed the 2017 Budget amount by $70,719 as a result of various changes in
staff support provided to the respective programs.

Chargebacks to the Conservation Areas for support services staff exceed the budget amount by
$123,200 related to a program restructuring and staff severance payments.

The Chargeback from Source Protection to Watershed Management & Support Services is under the
2017 Budget amount by $28,582. This decrease is related to reduced time spent by Source
Protection staff on Conservation Haiton projects and funded through increased provincial funding for
Source Protection staffing.

Engineering staff time allocated to Dams and Channels capital projects was less than the budget
amount by $32,400 due to the delay in the Kelso Dam Major Repair capital project as a result of
additional studies and testing for permit requirements.

Operations - Note 3.

Revenue exceeded the budget amount by $238,038 primarily as a result of a large tree planting
project with Union Gas, and other planting projects with the Region of Halton and Forests Ontario that
were not included when the 2017 Budget was prepared. Funding for the Union Gas and Forests
Ontario planting projects include funding to cover the future monitoring by staff of the tree planting
sites. Based on the funding amount received, staff are recommending that $100,000 of the WMSS
operating surplus be transferred to the Property Management Reserve to assist with funding
expenses related to future monitoring.

Total Operations expenses exceeded the budget amount by $270,583 as a result of program
restructuring and staff severance payments, and additional tree planting materials for the projects
mentioned above, offset by staff vacancies.

Engineering, Flood Forecasting and Operations - Note 4.

Total revenues are under budget by ($6,971) largely related to reduced GIS data licensing revenue as
a result of decreased requests with the move to more shared data.

Total expenses are under budget by ($192,266) as a result of GIS program staff position vacancies.
These cost savings have been used to offset increased Flood Forecasting & Operations expenses
from the addition of a shared staff position from April to October that was not included in the 2017
Budget, to assist with dams and channels maintenance, as well as increased costs for safety
equipment for improving maintenance work by staff at the dam structures.

Science & Partnerships - Note 5.
Science & Partnerships revenues exceeded the 2017 Budget by $175,332 as a result of increased

sponsorships and in kind donations for the Water Festival and funding received through grants,
donations and agreements for recovery of staffing costs for stewardship and restoration projects.
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Science & Partnerships expenses are over the 2017 Budget by $165,146 as a result of increased
expenses funded by donations and reallocating contract staffing and material costs to the respective
Outreach, Restoration and Stewardship program costs from Partnership Projects. The increased
staffing costs are funded by the implementation in 2017 of a chargeback recovery to the project for
costs directly associated with the project.

Corporate Services - Note 6.

Corporate Services revenues exceeded the 2017 Budget by $302,110 primarily due to donations of
$225,000 received through the Conservation Halton Foundation. These donations were desighated
for principal repayments on a loan received in 2015 for the purchase of land in the Cootes to
Escarpment eco-park system. At December 31, 2017 this loan balance has been reduced to
$483,000 from the original loan of $858,000.

Investment revenues exceeded the budget amount by $63,266. Conservation Halton investments
were reviewed in the 2017 Investments and Allocation of Investment Revenue Report at the March
2018 Board of Directors meeting. The 2017 Budget amount was prepared conservatively as the
amount of surplus funds are difficult to predict with anticipated capital project work and the return on
investments has been relatively low the last few years.

Partnership Projects - Note 7.

Partnership Projects expenses are fully funded by related program grants received from various
funding partners. Grant revenue is matched to expenses incurred for the project work completed.
Revenue is less than the budget amount due to a delay in the timing of completion of some projects
and no shortfall in funding is anticipated.

The Transfer to Reserve of $82,000 included in the 2017 Budget for Partnership Projects expenses
will occur upon completion of the Union Gas Stewardship and Restoration projects, which are now
scheduled to be completed in 2018. The expenses and reserve transfer for these multi-year projects
are being funded by Union Gas, an Enbridge company. The budget amount to be transferred to the
Stewardship and Restoration Reserve is to fund estimated future monitoring for five years on these
sites.

Transfer from Reserves - Note 8.

Transfers from Reserves exceeded the Budget by $52,153 as a result of strategic planning annual
software and the Finance Function Effectiveness Assessment expenses, reported under the Office of
the CAO, that were not included in the 2017 Budget. These expenses were approved to be funded by
transfers from the Watershed Management Stabilization Reserve at the March 2017 Board meeting
as part of the 2016 year-end surplus report.

Debt Financing Charges & Transfer to Reserve - Note 9.
Debt financing charges exceeded the 2017 Budget by $215,825 as a result of the loan principal

repayments of $225,000 funded through the Conservation Halton Foundation, mentioned in Note 6
above, that are offset by a reduction in the loan interest.
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Debt Financing Charges include actual debt charges paid to the Region of Halton of $407,196 for
principal and interest owing on debt financing received for capital projects. The actual amount is less
than the 2017 Budget amount of $469,705 as the debt charges in the 2017 Budget are based on all
debt that has been approved, although there are no charges incurred until the debt has been issued.
The under-expenditure of $62,509 between the actual and Budget amount is being recommended for
transfer to the Debt Financing Reserve for future debt financing costs.

Conservation Areas

Revenues and Expenses - Note 10.

Park revenues exceed the 2017 Budget by almost $1.6 million. The Conservation Areas overall
revenues are at 114.8% of the Budget target and are above the three-year average. All of the parks
exceeded the revenue targets with the exception of Crawford Lake and Mountsberg. Most of the
revenue increase over the budget amount occurred at Kelso/Glen Eden exceeding the 2017 revenue
target by over $924,000 as a result of higher than anticipated visitation during the winter and summer
seasons and growth at the Ways of the Woods summer camp program. The revenue increase over
the budget amount is also despite no revenues earned from snow tubing in 2017 with the Tube Park
closed for the 2017 season to prioritize snowmaking efforts and a budget amount of $180,000. The
Kelso/Glen Eden 2017 Budget for revenues was also set conservatively taking into account the
potential impact on operations during the construction originally planned for 2017 at Kelso Dam.

Increased revenue at Rattlesnake Point/Hilton Falls/Mount Nemo park group resulted in revenues
exceeding the budget by over $400,000 due to higher visitation and increased events at these parks.
This park group exceeded $1 million in revenue for the first time in 2017. Annual pass sales
exceeded the 2017 Budget amount by almost $284,000 and the prior year pass sales by $39,667.
Investment revenue allocated to the parks also exceeded the projected amount by $58,796.

The Conservation Areas actual overall expenses are at 103.2% of the Budget target and are slightly
below the three-year average.

Conservation Areas Administration expenses are above the budget amount due to increased legal
fees related to staff severances and increased consulting services related to partial costs allocated to
the parks for the Interim Director position that was not included in the budget. Kelso/Glen Eden
expenses were higher than the budget to manage the increased visitation with increased staffing and
increased visitor demands on facilities that is more than offset by the related revenue increase.

Reserves

A Reserve Continuity schedule is attached that provides details of transfers to and from Reserves.
After the recommended reserve transfers, total reserves as of December 31, 2017 are $7,089,041.

The Watershed Management and Support Services operating surplus of $649,022 is recommended to
be allocated to Reserves as follows:

Building & Equipment Reserve $225,000
Property Management Reserve (formerly Land and Property Reserve) 100,000
Water Festival Reserve (2017 Program surplus) 6,700
Watershed Management & Support Services — Stabilization Reserve 317,322

Total $649.022
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Water Festival Reserve (2017 Program surplus) 6,700
Watershed Management & Support Services — Stabilization Reserve 317,322
Total $649,022

The transfer to the WMSS Stabilization Reserve will bring this Reserve balance to 23% of 2018
Budget WMSS program revenue of $3,199,183, more than the Conservation Halton Budget Principles
target of 10% to 15%. Additional reserve funding may be used in 2018 to fund program related costs
of a one-time nature, in compliance with the intended use of the reserve funds. Information will be
presented to the Board for approval in the future.

The Conservation Areas operating surplus of $1,493,556 is recommended for transfer to the following
reserves;

Conservation Areas Capital Reserve $1,438,556
Conservation Areas Revenue Stabilization Reserve 55.000
$1.493,556

The transfer to the Stabilization Reserve of $55,000 will bring the Reserve balance to 7.5% of the
2018 revenue budget of $11,399,250, which is mid-way of the target reserve balance of 5% to 10%.

Impact on Strategic Goals

This report supports the Metamorphosis strategic theme of Striving for service excellence and
efficiency.

This theme is supported by the objective to provide clear financial data and analysis to support
informed strategic and operational decision-making for budget development and long term planning.

Financial Impact

The report summarizes the variances that have contributed to the 2017 operating surplus of
$2,142,578 and recommends distribution of the surplus to reserves. The variances that have
occurred during the year will inform the management of the approved 2018 Budget and preparation of
the 2019 Budget.

Signed & respectfully submitted: Approved for circulation:

71/ WL -
Sheryl Ayres Hassaan Basit
Senior Director, Finance & Strategic Initiatives CAO/Secretary-Treasurer

Attachments: 2017 Budget Variance Report
Continuity of Reserves

FOR QUESTIONS ON CONTENT: Sue Doherty, 905.336.1158 x 2223; sdoherty@hrca.on.ca



% ET- (992°t6T) 9%T°G9Z‘T CTIVLSE'T ¥ 210N
%t 9E- (9t0’912) YSLLLE 0£L'€6S SWa3sAg uoliewnopu| [ealydesdoan
%T'8T 85069 ov6°0st 788T8€ suol1eadQ 73 unsessiod poojd
%Y'6 (80€'sy) svoey 09.T8Y Supsawsug
SNOILVY3dO 8 ONILSYIIHO4 Q0014 ‘ONIMIINIDNT

%S 1- (91£TS) VLLLTY'E 060°69%°€
%6°0 791°C €65'CTE T64'60€ A3ojouyds | uonew.ou
%8 T (669°LT) T009T9 00/‘€£9 suolleslunwwo) B sunaylely
%L Y- {r69'6T) TLL'66€ S9v'6TY Ayl|ioe4 221440 UOHENSIUIWDY
%L b- {65€62) 76989 187°9TL SSOU||3/W '8 A184eS ‘UifesH ‘HH
%0 06V’ 686887 667684 soueuly
%S'T ¥81'6 8ESET9 ¥SE'v09 OVD 3y} jo 10
SIDIAYIS ILVHOHOD
SISNIdX3
%09 L0€'988 9TS'6ZL'ST 602'EV3'vT SINN3AIY SSWM TV.LOL
%L LYE £S12S €ST°49 000°ST 8 910N SSAI3S3Y WOy Jaysuel|
%L 6 (6££'56) ¥€6°€63 €1/'686 £ 910N s393[0.d diysiaupied
%1 vv6 OTT'Z0g OTT'vEE 000°2€ 9 310N S92IAIDS d3ei0diD)
%6 2EESLT €0TTLL 1£8'S6S G 910N sdiysiauped 1@ 9U3S
%6°LT- (1£6%9) 620°3T 000's¢ ¥ 910N suoljesadQ 13 Sujisedalod poold ‘Suusauisug
%882~ (z8s't) 81761 0004T T 910N 19410 - s31891R.1S PAYSI81BAM/UOI3I930.d 32N0S
%E'0 T7S'8 €€9'T89C TIT'EL9T suolje|n3ay g Sujuueld
%E ¥6 8£0'8€C 8€5°061 005°2s¢ € 910N suoneiado
%9 6TL°0L 6T6°08T'T 007'0TTT T 910N $ypegasiey) |eusaiu|
%6°SE 996671 GE€T'89S 69TV T 310N {1uswaFeuey puet g UopIB101d 324n0S) Sulpuny fejouIA0Id
%00 = TTE00€ 1TE00€ (Bunesado JYN) Buipuny |epuinold
%00 & €ECVOV'S EETYOV'S 3unesadQ - Suipund jedpiuniy
SINNIAIFY
AYVININNS $IDIAYIS LYOddNS 8 LINFWIDVYNVIN QIHSHILYM
ce ; CRIIESETEN]
2dueLIieA puj Jeda L1102 Jquadeq 193png /102 210N uonduasaq
|1endy dlA

£10Z ‘T€ ¥Y39IN323A Q3ANT ¥V3A JHL HO4
1¥0d3d IDNVIRVA 135ang -
NOL1TVH NOILVAYISNOD




%00°00T 220'6%9 720°6%9 - SAISNIdXI YIAO SINNIATY SSIWM SSIDX3
%9°T S8Z'LET ¥61°080°ST 60Z°EP8PT SISN3dX3 SSWM TV10L
%0°0 = 000°Sz 000'st TVdDINNIN TVLIdYD GIHSYILYM - IAYISITY OL HIASNVYL
%00 5 000001 000°00T ININGINDI ANV ITIIHIA - IAYISIY OL YISNVHL
%TEY §78'S1T 0ES'STL S0L'66Y 6 210N IAY3SIY OL YIASNVYHL '8 SIDIYVHI DNIDONVYNIL 1930

%/ 6" (TT9'S6) 0T 168 €T.'686 £ 910N
%0°00T- (oo0‘z8) 000°Z8 (53500 2imnd) diyspiemals - aAIasY 0] L2jsued|
%S T- {rro‘er) Z0T'v68 €TL'L06 dVHHH ‘sealy uonealasuo) ‘diyspiemals
S123roYd dIHSHINLYVd

%Y'6 £85°0LT 7T6°SYT'E 6EES/8'C € 910N
%E b~ (z60°2) $08'8ST 968591 $921/UaS ddng 1§ paysialepn - suotielado uswdinbl pue 3pIyaA
%2 9T £80°0TT ¥89°18L L6S°LL9 ' Aiysasoyg
%S'T 00SLT €1T'TEL ETLETL ludwageuen Aadouqd
%y TT 880°0ST T2T'89%'T £ET'BTIET uoljeJisiujwpy - suonesado
SNOILYY3dO

%8 L~ (¢€9'89) C1'€69 ¥SETSL T 810N
%0 €€ 08t'67T 6v£1ZS 698'T6E UoI12310.4 324n0S
%609~ {0gs'65T) SSE20T S88°19C 91893435 paysialem
%0°6C- (zgs'ge) 610°0L 009°86 SSINM 03 Wel30.1d Uo1199104d 924N0S Wody yoeqadiey)
S3193ALVHLS AIHSYILYM 8 NOILIILOYUd ID¥NDS

%Y TT S¥1'59T ¥T00T9°T 898y’ T G 910N
%6°8€ 9£9'98 9¥S60€ 016722 diyspiemais
%0 7t 09198 881787 870961 Yyoea:n0
%/£°0T LESLT ¥81'S81 LYEL9T uonesolsay
%6°S- (LeL'LT) €92'78¢ 000°00€ dVHHH
%y T- {0sLt) ££8°05S €85'859 ASojoa3
SAIHSYAN LYV 8 IINIDS

%S 0- (St 9T) €8Z'€TT’SE 871'627°c
%t'S- (ev8ze) 69.T0V (48N 747 aJnjonuisedyu) jeuoiSay
%20 86£'9 YIS TI8C 9TT's08'C suope[nday 13 Suluueld
£ _ SNOLLYIND3Y '8 ONINNY1d
LT0C .
dduelIEA PUF JBIA £T0Z Jaquianaq 193png /10T uondusaqg
|1en1dy dlA

£10T ‘T€ ¥39IN323d Q3AN3 ¥V3IA IHL ¥O4
140d3d IDINVIIVA 135an9g
NOL1VH NOILVAHISNOD




%S°ShS S9TZ9Z'tT 9SS‘€61°T T6E'TET SISNIdX3 YIAO SINNIATY ONILYHIJO SSIIX3
%C'E ({44433 ¥6£°056°0T TCE'ETY0T 0T @10N S3ISN3IdX3 DNILVYIHO TV.LOL
%9 €T 00Z°ceT 000°220°T 008'€06 yoeqgasieys sao1a1as Hoddns
%C'C TLTHTT v6.'€266 7256046 DNILYY3IdO - SYIUV NOILVAHISNOD Tvloigns
%T°9- (zes'es) L6EV09 62279 OWSaN JUNO|A/S||eq UOY|IH/1ul0d a)eusajiiey
%E"0 6£7°S LES6E0'C 86Z7E0°C Uo}eINp3/813gsIunoin/axe piome.)
%6°E 90€vST 115989 S0Z2LS’9 uap3 usio/os|ay
%S TS- (86899) 766'79 068'6ZT Se3.y UOI1BAISSUO) - suolieladQ Juawdinb3 pue a(o1ysp
%L 8T LSY'T9 LSE°06¢€ 006'8Z€ UOI1BISIUIWPY SE3JY UOIIBAIBSUD)D
Sealy UOIIBAIDSUO)
SISNIdX3
%8 VT LE9'66S'T 0SEvIr'TT E€TL V80T 0T 210N SINNIATY ONILVYIHO TV10L
%0°0 - vSET6T ¥SET6T weJdold uoeonpy - Sujpung jedpiunip

%0°ST L£9'665'T 966‘TST'TT 65€759°0T
%0°09 0TE00Y 6T9°/90T 60€°£99 OWSN JUNON / s||e4 UOYIH / 1uI0d Heusajiey
%T H- {r90°'£¢) 9€2'S9L T 00EZY8T 81agsiunoly / axeq piogmesd
% CT t43 0774 7851705‘8 0SZ°085°L usp3 us|o / os|ay
%ESPS #9189 ¥99°08 00STT J3Y10 - SE3LY UOJJRAIDSUOD
%9°TS 563°€8C 568°CE8 000°0SS S955ed |BNUUY - SER1Y UOJIBAIISUOD
SINNIAY
AYVYIWINNS SYIYV NOILYAYISNOD

4102 ,
S0UBLIBA PUJ JBDA £TI0T Jaquialaq 198png /107 9Jua.i3jay 910N uonduasaqg
|en3dy dlA

L102 ‘T€ ¥39INID3A IANT YV3IA IHL HO4
140d3Y IDNVIUVA 139aNngd
NOL1VH NOLLVYAHISNOD




CONSERVATION HALTON
Continuity of Reserves
December 31, 2017

Reserve Reserve
Reserve Transfers to Balances
Balances be Approved Dec. 31, 2017
Name of Reserve Previously Prior to Finance & After
Reserve Approved Transfers Audit Transfers
Balances Reserve to be Committee to be
Jan.1, 2017 Transfers Approved April 2018 Approved
Watershed Management & Support Services
Vehicle 828,731 122,504 951,235 951,235
Building & Equipment 35,279 600 35,879 225,000 260,879
Watershed Management Capital-Municipal 146,775 27,800 174,575 174,575
Watershed Management Capital-Self Gen. 321,509 19,100 340,609 340,609
Watershed Management & Support -
Services - Stabilization 470,244 (52,153) 418,091 317,322 735,413
Capital Projects - Debt Financing Charges 194‘,248 (15,190) 179,058 62,509 241,567
Legal 258,891 258,891 258,891
Water Festival 217,211 (15,000) 202,211 6,700 208,911
Land Securement 0 108,337 108,337 108,337
Property Management 128,900 128,900 100,000 228,900
Stewardship & Restoration 291,500 291,500 291,500
Conservation Areas
Capital 2,397,634 (1,402,534) 995,100 1,438,556 2,433,656
Revenue Stabilization 799,568 799,568 55,000 854,568
Total Reserves $6,090,490| $ (1,206,536)| $ 4,883,954 | $ 2,205,087 | $ 7,089,041

|0
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REPORT TO: Finance & Audit Committee

REPORT NO: # 0118 02

FROM: Sheryl Ayres, Senior Director, Corporate & Strategic Initiatives
syares@hrca.on.ca; 905-336-1158, ext. 2250

DATE: April 12, 2018

SUBJECT: 2017 Audited Financial Statements

Recommendation

THAT the Finance & Audit Committee recommend to the Conservation Halton Board of Directors
the audited financial statements for the year ended December 31, 2017, as attached, be
approved.

Executive Summary

The annual audit of Conservation Halton’s financial transactions for the year ended December 31,
2017 has been completed. The draft 2017 financial statements have been prepared by Conservation
Halton staff and audited by KPMG LLP. The Auditors’ Report provided by KPMG is considered to be
the standard audit report without qualifications, meaning that the statements are fairly and
appropriately presented and in accordance with Public Sector Accounting Board (PSAB) standards.
KPMG has also provided the attached 2017 Audit Findings Report and KPMG staff will be at the
meeting to present their report.

2017 Financial Statement Highlights

Conservation Halton continued to maintain its strong financial position in 2017 with a net worth of
$69.5 million, an overall increase in net worth of 3% over 2016.

The draft audited financial statements are prepared based on the Budget Variance Report for the year
ended December 31, 2017 and adjusted in accordance with Public Sector Accounting Board (PSAB)
standards. The amounts reported in the Budget Variance Report are prepared on a basis consistent
with the 2017 Budget amounts in order to ensure adequate funding for annual expenditures.

The 2017 Annual Surplus of $2,249,853 is reported on the Statement of Operations in the draft
audited financial statements. This surplus differs from the surplus reported on the Budget Variance
Report of $2,142,578 due to the following PSAB adjustments:

Total Operating Surplus - Budget Variance Report | . |§$ 21425718
| | |

PSAB Adjustments: § ; _

Less: Tangible Capital Assets - Amortization expense for PSAB _ . - (1,684,449)
Add: Tangible Capital Asset - Acquisitions in Budget & Capital Projects Variance Report expenses | 3,117,908
_I___e_sé: Tangible Capital Assets - Proceeds on Disposal in Budget & Capital Var. Reports revenue | (63,041)
Less: Transfers to and from Reserves.in Budget and Capital Projects Variance Reports .. (1,144,026)
Less: Municipal Debt Financing in Budget Variance Reportas revenue | . (686,664)
Add: Debt financing charges -Principal portion in Budget Variance Report expenses - 5 567,547
Total PSAB adjustments i | 107,275
Annual surplus per audited financial statements |$ 2,249,853

|
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1 _ o 2017 ~ 2017 | 2016

Statement of Operations Summary |  Budget | Actual _ Actual

Tb’t_’ail_'}é_ever_iu:e_ ' ‘ ' $28,935,831 _5 $ 28,437,682 $ 26,165,941

Total EXpehs:eé . f’ 26026776 | 26,187,829 24,687,133

Annual s'urplius' | ' $ 2,909,055 '$ 2,249.853 | $ 1,478,808

The 2017 Budget included in the Statement of Operations Summary is based on the Approved 2017
Budget adjusted for PSAB requirements, as outlined in Financial Statement note 11 to include
amortization expense on all Tangible Capital Assets and remove Tangible Capital Asset expenditures,
Municipal Debt Financing and the principal portion of debt financing charges.

Financial statement note 17 provides a summary of Revenue and Expenses by Conservation Halton
Programs. Most of the 2017 Annual Surplus is derived by the Conservation Areas program surplus of
$1,714,122. Strong visitation in our parks was the most significant contributor to the annual surplus.
Glen Eden celebrated a significant milestone with over 1 million annual visitors to the park for the first
time in December of 2017 and increased revenue at Rattlesnake Point/Hilton Falls/Mount Nemo park
group resulted in revenues exceeding the budget by over $400,000 due to higher visitation and
increased events at these parks. The Conservation Areas surplus excludes the chargeback for
support services provided to the Conservation Areas reflected in the Budget Variance Report of
$1,027,000. The removal of the chargebacks in the audited financial statements would also account
for much of the deficit under the Corporate Services program.

| et B 2017 2016
Statement of Financial Position Summary | Actual | Actual
Fina’nc_i'aj_a'ss:ets 1 Is25623867 | $23,153076
_N_cir'_x{ﬁngn_c'ialfasset'_s e ] 65.862,704! 64,559,112
TdtéIAs_séts!_ - ) _' :_'$"'9_'1',4f_s_é,57'1f$87,7'12,1é’8
'L'e_'_s_s_'_:'_[-f'i'h_ahc'?i'_é!_'I'iab'i_litie's;' - o o $(2"1,94o,031)_§ $(20,415,501)
'Ac_c'u'rhuléfec_;_s_,_u;r_plu_'s'__ 1 fl'_$"6§.546,'540 1 $ 67.296.687 |

| | |

The Accumulated Surplus of $69,546,540 is made up largely by Tangible Capital Assets and is
detailed in note 9 of the audited financial statements as follows:

Surplus — Tangible Capital Assets $65,488,926
Deficit — Current Funds (3,031,424)
Reserves 7,089,038
Total Accumulated Surplus, December 31, 2017 - $69,546,540

Reserve transfers approved at the March 2018 Board of Directors and to be approved at the April
Finance and Audit Committee meeting have been reflected in the draft audited financial statements.

|+
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The Deficit — Current Funds consists for the most part of long-term debt financing of $2,165,790 at
December 31, 2017 and $686,664 in municipal debt financing for Kelso Dam capital project and
Administration Office renovations costs incurred in 2017. The debt financing will be received in 2018
from the Region of Halton, though this amount was included as revenue in the Budgets for 2017 and
prior years.

Report

Details of significant variances reported on the Statement of Operations and Budget Variance Report
for revenue and expenses by program categories from the 2017 Budget amounts follow.

Corporate Services

2017 2017 2016 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $ 47000 $ 354110 $ 266973 $307.110F
Expenses $3,701,090 $3,646,433 $3,437,763 $(54.667)F

Corporate Services consists of Office of the CAO, Finance, People & Wellness, Marketing &
Communications, Information Technology and Administration Office facility costs.

Total Corporate Services revenue includes donations received through the Conservation Halton
Foundation totaling $225,000 not included in the 2017 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 2017 Budget amount by
$63,266.

Actual expenses for Corporate Services are less than the 2017 Budget amount by $54,667. The
budget variance is the mainly the result of savings from vacancies in staff positions throughout the

year.

Engineering, Flood Forecasting & Operations

2017 2017 2016 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $ 25000 $ 18029 $ 41778 $ (697N1HU
Expenses $1.853.412 $1.661.622 $1.313.312 $(191.790) F

Total revenues are under budget by ($6,971) largely related to reduced GIS data licensing revenue as
a result of decreased requests with the move to more shared data.

Total expenses are under budget by ($191,790) as a result of GIS program staff position vacancies.
These cost savings have been used to offset increased Flood Forecasting & Operations expenses
from the addition of a shared staff position from April to October that was not included in the 2017
Budget, to assist with dams and channels maintenance, as well as increased costs for safety
equipment for improving maintenance work by staff at the dam structures.
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Planning and Regulations
2017 2017 2016 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $2673,112 $2,681633 $2,175613 $__ 8521F
Expenses $3.229.728 $3.213.283 $3.194.922 §$ (16.445)F

Program revenue includes Planning and Permit fees as well as funding received for costs related to
the Regional Infrastructure Team (RIT).

Expenses are slightly less than the budget amount as a result of staff turnover during the year.

Science & Partnerships

2017 2017 2016 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $ 595871 $ 771203 $ 911414 $175332F
Expenses $1.444.868 $1.610.014 $1.455,570 $(165,146) U

Science & Partnerships revenues exceeded the 2017 Budget by $175,332 as a result of increased
sponsorships and in kind donations for the Water Festival and funding received through grants,
donations and agreements for recovery of staffing costs for stewardship and restoration projects.

Science & Partnerships expenses are over the 2017 Budget by $165,146 as a result of increased

expenses funded by donations and reallocating contract staffing and material costs to the respective
Outreach, Restoration and Stewardship program costs from Partnership Projects.

Source Protection & Watershed Strategies

2017 2017 2016 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $328,069 $451.629 $406.,984 $123.560 F
Expenses $659.754 $588.908 $694,825 $ (70 846) F

Revenue for the Source Protection program exceeds the budget amount for Provincial funding carried
over from a prior year for costs incurred for numeric modelling services for two projects with the
Greensville municipal water supply, a wellhead protection vulnerability analysis and Tier 3 water
budget and water quantity risk assessment.

Program expenses for Source Protection & Watershed Strategies are offset by a staff retirement in
Watershed Strategies that resulted in savings in salaries and benefits.
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Operations
2017 2017 2016 Incr./(Decr.)
Budget Actual Actual over Budget
Revenue $ 377500 $ 626362 $ 529387 $248.862 F
Expenses $2.977.339 $3,228.884 $3.129.417 $251545U

Revenue exceeded the budget amount as a result of a large tree planting project with Union Gas, and
other planting projects with the Region of Halton and Forests Ontario that were not included when the
2017 Budget was prepared. Funding for the Union Gas and Forests Ontario planting projects include
funding to cover the future monitoring by staff of the tree planting sites.

Total Operations expenses exceeded the budget amount as a result of program restructuring and
staff severance payments, and additional tree planting materials for the projects mentioned above,
offset by staff vacancies throughout the year.

Conservation Areas

2017 2017 2016 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $10,652.359 $12,251,996 $11,226,523 $1,599,637 F
Expenses $10,657,522 $10,730,229 $10.085.726 $ 72,707 U

Most of the revenue increase over the budget amount occurred at Kelso/Glen Eden exceeding the
2017 revenue target by over $924,000. Increased visitation at the Hilton Falls, Rattlesnake Point and
Mount Nemo parks resulted in an increase of just over $400,000 of revenue over the projected
amount. This park group exceeded $1 million in revenue for the first time in 2017. Annual pass sales
exceeded the budget amount by almost $284,000.

Major Projects

2017 2017 2016 Incr./(Decr.)

Budget Actual Actual over Budget
Revenue $4.355.000 $1.491.887 $1,231,705 $2.863,113U
Expenses $ 505000 $ 528880 $ 632103 §$ 23880U

Major Projects revenue includes funding for 2017 Budget capital projects with Municipal debt
financing of $2,632,500 and Reserve funding for Conservation Area capital projects removed.
Revenue is less than the budget amount mainly due to Federal and Provincial grant funding not
requested for the Kelso Dam capital project with the delay in construction for additional studies and
testing completed for permit requirements. There is no shortfall in funding for Major Project or capital

project expenses.
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Impact on Strategic Goals

This report supports the Metamorphosis strategic theme of Striving for service excellence and
efficiency.

This theme is supported by the objective to provide clear financial data and analysis to support
informed strategic and operational decision-making for budget development and long term planning.

Financial Impact

The report provides details on the annual financial results for the year ended December 31, 2017 for
Conservation Halton. The audited financial statements to be approved will be provided to various
funding partners and stakeholders of Conservation Halton to meet funding agreements and are a
source of information on the programs carried out by Conservation Halton.

Signed & respectfully submitted: Approved for circulation:
wc}w\ 00 o
Sheryl Ayres Hassaan Basit

Senior Director, Corporate & Strategic Initiatives CAO/Secretary-Treasurer

Attachments: Financial Statements of Conservation Halton for the year ended December 31, 2017
Conservation Halton Audit Findings Report

FOR QUESTIONS ON CONTENT: Marnie Piggot, Director, Finance
mpiggot@hrca.on.ca; 905-336-1158 x 2240
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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, 2017 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 Responsibm‘ty 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,

Audjtors’ 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
a_bou_t 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.
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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.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the
financial position of Conservation Halton as at December 31, 2017, 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
DATE

%0



CONSERVATION HALTON

Statement of Financial Position

December 31, 2017, with comparative information for 2016

2017 2016
Financial assets:
Cash $ 1,432,504 $ 1,375,186
Investments (note 2) 11,934,983 11,883,391
Investment - Water Management System (note 3) 10,684,542 9,211,489
Accounts receivable (note 4) 1,571,838 683,010
25,623,867 23,153,076
Financial liabilities:
Accounts payable and accrued charges 2,323,344 1,994,378
Vacation pay and accumulated time entitlements 166,890 143,438
Deferred revenue (note 5) 5,624,765 5,778,759
Deferred revenue - capital and major projects (note 6) 974,700 578,331
Deferred revenue - Water Management System (note 3) 10,684,542 9,211,489
Long-term liabilities (note 7) 2,165,790 2,709,106
21,940,031 20,415,501
Net financial assets 3,683,836 2,737,575
Non-financial assets:
Tangible capital assets (note.8) 65,488,926 64,118,510
Prepaid expenses 268,992 310,906
Inventory 104,786 129,696
65,862,704 64,559,112
Commitments (note 13)
$ 69,546,540 $ 67,296,687

Accumulated surplus (note 9)

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, 2017, with comparative information for 2016

2017 2017 2016
Budget Actual Actual
Revenue:
Municipal grants $ 8596587 $ 8,596,587 $ 8,406,293
Ministry of Natural Resources,
transfer payments 300,311 300,311 300,311
Corporate services 47,000, 354,110 266,973
Engineering flood forecasting and .
operations 25,000 18,029 41,778
Planning and regulations 2,673,112 2,681,633 2,175,613
Science and partnerships 595,871 774,203 911,414
Source protection and watershed strategies 328,069 451,629 406,984
Operations 377,500 626,362 529,387
Conservation areas 10,652,359 12,251,996 11,226,523
Partnership projects 985,022 893,935 668,960
Major projects 4,355,000 1,491,887 1,231,705
Total revenue 28,935,831 28,437,682 26,165,941
Expenses:
Corporate services 3,701,090 3,646,433 3,437,763
Engineering, flood forecasting and '
operations 1,853,412 1,661,622 1,313,312
Planning and regulations 3,229,728 3,213,283 3,194,922
Science and partnerships 1,444,868 1,610,014 1,455,570
Source protection and watershed strategies 659,754 588,908 694,825
Operations ' 2,977,339 3,228,884 3,129,417
Conservation.areas 10,657,522 10,730,229 10,085,727
Partnership projects 903,022 894,102 668,960
Major projects _ 505,000 528,880 632,103
Debt financing charges 95,041 85,474 74,534
Total expenses 26,026,776 26,187,829 24,687,133
Annual surplus (note 9) 2,909,055 2,249,853 1,478,808
Accumulated surplus; beginning of year 67,296,687 65,817,879
Accumulated surplus, end'of year $ 69,546,540 $ 67,296,687

See accompanying notes to financial statements.



CONSERVATION HALTON

Statement of Changes in Net Financial Assets

Year ended December 31, 2017, with comparative information for 2016

2017 2017 2016

Budget Actual Actual

Annual surplus $ 2909055 $ 2,249,853 $ 1,478,808
Acquisition of tangible capital assets (6,998,000) (3,117,908) (1,040,844)

Amortization of tangible capital assets 1,684,000 1,684,449 1,642,433

Proceeds on disposal of tangible capital assets - 64,813 -

Loss on disposal of tangible capital assets - (1,770) 26,093

(2,404,945) 879,437 2,106,490

Change in prepaid expenses - 41,914 68,512

Change in inventories - 24,910 21,400

Net change in net financial assets (2,404,945) 946,261 2,196,402

Net financial assets, beginning of year 2,737,575 2,737,5?5_ 541,173

Net financial assets, end of year $ 332630 '$ 3683836 $ 2737575

See accompanying notes to financial statements.
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CONSERVATION HALTON

Statement of Cash Flows

Year ended December 31, 2017, with comparative information for 2016

2017 2016
Cash provided by (used in):
Operating activities:
Annual surplus $ 2,249,853 $ 1,478,808
Items not involving cash:
Amortization 1,684,449 1,642,433
Loss on disposal of tangible capital assets 0 (1,770) 26,093
3,932,532 3,147,334
Change in non-cash working capital balances:
Accounts receivable (888,828) 245,155
Prepaid expenses 41,914 68,512
Inventory 24,910 21,400
Accounts payable and accrued charges 328,966 48,625
Vacation pay and accumulated time entitiements 23,452 (17,352)
Deferred revenue (153,994) (241,555)
Deferred revenue - capital and major projects 396,369 75,047
3,705,321 3,347,166
Capital transactions:
Acquisition of tangible capital assets Ry (3,117,908) (1,040,844)
Proceeds on disposal of tangible capital assets 64,813 -
: (3,053,095) (1,040,844)
Investing activities:
Investments (51,592) (1,869,231)
Investment - Water Management System (1,104,498) (1,104,498)
Investment revenue - Water Management System (368,555) (290,141)
. (1,524,645) (3,263,870)
Financing transactions: ;
Deferred revenue - Water Management System 1,473,053 1,394,639
Proceeds from long-term debt 24,231 675,133
Repayment of long-term debt (667,547) (478,099)
' 929,737 1,591,673
Net ohange in cash 57,318 634125
Cash, beginning of year 1,375,186 741,061
Cash, end of year $ 1,432,504 $ 1,375,186
Supplemental cash flow information: ‘
Investment revenue $ 235,463 $ 171,446

See accompanying notes to financial statements.
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CONSERVATION HALTON

Notes to Financial Statements

Year ended December 31, 2017

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:

(@)

(b)

(c)

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.

Investments:

Investments 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 ali
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""c’:osts. 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.



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2017

1. Significant accounting policies (continued):

()

(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 Stralght-llne’ 5 to 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’ v 5to10years
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 |dent|f|cat|on of the cost of the individual ltems

Deferred revenue - Capltal 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 recognlzed when the related asset is purchased.
Deferred revenue - Water Management System:

Conservation: Halton '3, rece|V|ng funds for expenses to be incurred for the future operation of
a water management'éystem and management of certain lands. These funds are externally
restricted and cannot be drawn until Conservation Halton commences management of the
lands. Thesé 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, 2017

1.

2,

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 assumpti_ons 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.

Investments:

2017 2016
Business investment account $ 432,426 $ 3,625,139
Guaranteed investment certificates . 4,000,000 4,000,000
Pooled funds ! \ 7,502,557 4,358,252
Total Y $ 11,934,983 $ 11,883,391

The guaranteed investment certificates have effective rates of 1.20% to 2.00% (2016 - 1.29% to
1.55%). “Interest is receivable on the date of maturity. Maturity dates range from February 26,
2018 to September 28, 2018. The business investment account and pooled funds (which include
money market, bond and-'-équity funds) earn interest at variable rates which is paid monthly.

Market value of invés’tments are $12,278,498.



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2017

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:

2017 2016
Cash : $ 13 $ 7,186
Provincial and provincially regulated agency, bonds 8,447,844 6,951,553
Guaranteed investment certificates 2,236,685 2,252,750
Total $ 10,684,542 $ 9,211,489

The Provincial and provincially, regulated agency bonds have effective yields of 3.62% to 5.00%
(2016 - 3.88%;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 certificates have been an effective interest rates of 1.29% to 1.75%
(2016 - 1.29% and 1.45%): Interest is receivable on the date of maturity. Maturity dates range
from February 26, 2018 to.July 30, 2018.

Accounts receivable:

Included in accounts receivable is $649,896 (2016 - $187,749) due from Conservation Halton
Foundation.



CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2017

5. Deferred revenue:

Balance at Balance at

December 31, Revenue December 31,

2017 Additions recognized 2016

Watershed Management $ 1,749,337 $ 2,886,170 $. 3,084,348 $ 1,947,515
Partnership Projects 683,307 804,057 ' 791,888 671,138
Source Water Protection 20,038 379,602 432,411 72,847
Conservation Areas 3,172,083 15,638,534 15,553,710 3,087,259

$ 5,624,765 $ 19,708,363 $ 19,862,357 $ 5,778,759

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,
2017 received recognized 2016

Capital - Ministry of '
Natural Resources $ ' 407,573 $ ' 448,662 $ 348,905 $ 307,816
Capital - Municipal 567,127 562,497 265,885 270,515

$ 974,700 $ 1,011,159 $ 614,790 $ 578,331




CONSERVATION HALTON

Notes to Financial Statements, continued

Year ended December 31, 2017

7. Long-term liabilities:

2017 2016
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 $ 483,000 $ 708,000
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 _ 1,682,790 2,001,106
$ 2,165,790 $ 2,709,106
Principal repayments over the next five fiscal years and thereafter are as follows:
2018 $ 333,495
2019 538,203
2020 480,645
2021 202,773
2022 194,720
Thereafter 415,954
$ 2,165,790
10
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CONSERVATION HALTON

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2017

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,
2017 expenses reserves 2016
Surplus - investment in tangible _
capital assets $ 65,488,926 $ (1,747,490) $ 3,117,906 § 64,118,510
Surplus (deficit) - current funds (3,031.424) 3,997,343 (4,116,446) (2,912,321)
Total surplus 62,457,502 2,249,853 (998,540) 61,206,189
Reserves
Conservation areas capital
projects 2,433,656 - 36,026 2,397,630
Conservation areas
stabilization 854,568 - 55,000 799,568
Vehicle, equipment and building 1,212,114 - 348,102 864,012
Watershed management -
capital projects _

- municipal funds 174,575 - 27,795 146,780
Watershed management \

capital projects :

- self generatedfunds’™ 340,609 - 19,098 321,511
Watershed management stabilization 735,413 - 265,164 470,249
Capital Projects™ '

- debt financing'charges 241,567 B 47,319 194,248
Legal 258,889 - - 258,889
Water Festival 208,911 - (8,300) 217,211
Property management 228,900 100,000 128,900
Land securement. 108,336 - 108,336 -
Stewardship and restoration 291,500 - - 291,500
Total reserves 7,089,038 - 998,540 6,090,498

Accumulated surplus $ 69,546,540 $ 2,249,853 $ - $ 67,296,687

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 2017 employer portion of OMERS pension contributions was $1,072,634 (2016 -

$1,062,894).
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CONSERVATION HALTON

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2017

11.

12.

Budget amounts:

The 2017 budget amounts approved by Conservation Halton on October 20, 2016 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 20, 2016, with adjustments as follows:

2017 2016

Actual Actual

Budget deficit for the year $  (177,109) $  (184,247)
Less: Amortization of tangible capital assets (1,684,000) (1,642,000)
Add: Acquisition of tangible capital assets" 6,998,000 1,675,000
Add: Debt financing charges - principal portion 404,664 359,896
Less: Municipal debt financing (2,632,500) (400,000)
Budget surplus per Statement of Operations $ 2,909,055 $  (191,351)

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. Forclaims 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, 2018 for
$737,776 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, 2017 are as follows:

2018 $ 1,078,459
2019 200,088
2020 52,709
2021 41,748
2022 3,180

$ 1,376,184

Internal financial reporting:

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

The chargebacks and contributions are not 'sepérétely dis’CIo"s'éd in the Schedules of the audited
financial statements,

The internal chargebacks and contributions for 2017 are as follows:

2017 2017 2016
Budget Actual Actual
Administration chargebacks to:
“Watershed Experience:
Conservation Areas $ 903,800 $ 1,027,000 $ 982,700
Source Water Protection 7,800 8,788 8,410
Contributions between internal programs:
Capital Program i 85,000 52,600 14,602
Partnership Proje._cts.- 50,409 130,785 -
Total operating grahts $ 1,047,009 $ 1,219,173 § 1,005,712

Comparative figures:

During 2017, Conservation Halton moved to program-based reporting and reorganized the
organization. Therefore, although net surplus remains consistent with amounts previously
reported, departmental comparative numbers have adjusted to reflect the new reorganization.
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