o o City of Port Colborne
Regular Meeting of Council 32-20
Monday, November 9, 2020 — 6:30 p.m.

PORT CO[_BOR]\]E Council Chambers, 3 Floor, 66 Charlotte Street
Agenda

Notice: Council will meet through electronic participation in accordance with Bill 137, the
Municipal Emergency Act in order to keep the health and safety of our community as a
priority. If you wish to provide public comments regarding an item on the agenda please
submit to deputyclerk@portcolborne.ca by noon on Monday, November 9, 2020.

Watch the Council Meeting streaming live on our YouTube Channel.

1. Call to Order: Mayor William C. Steele
2. Introduction of Addendum Items:

3. Confirmation of Agenda:

4. Disclosures of Interest:

5. Adoption of Minutes:
(@ Regular meeting of Council 28-20, held on October 26, 2020.

6. Determination of Items Requiring Separate Discussion:
7. Approval of ltems Not Requiring Separate Discussion:

8. Delegations/Presentations:

(@) Christine Clark Lafleur, Executive Director, Port Cares will be providing a
presentation regarding Port Cares. (Page No. 8)

9. Councillors’ Items:
(@)  Staff Responses to Previous Councillors’ Enquiries
(b)  Councillors’ Issues/Enquiries

10. Consideration of Iltems Requiring Separate Discussion:

11. Proclamations:
(@) January 2021 Crime Stoppers Awareness Month


https://www.youtube.com/user/cityofportcolborne

Council Agenda November 9, 2020

12. Minutes of Boards, Commissions & Committees:
(&) Minutes of the Environmental Advisory Committee Meeting of August 12, 2020.

13. Consideration of By-laws:

14. Adjournment:



Council Agenda November 9, 2020

Council Items:

Notes Item | Description / Recommendation Page

WCS MB EB |1. Corporate Services Department, Report 2020-173, Subject: | 28
KPMG Service Delivery Review Final Report

RB GB FD
That Corporate Services Department Report 2020-173, Subject:
AD DK HW KPMG Service Delivery Review Final Report, be received for
information.

Note: Bruce Peever, Partner, Public Sector Advisory, KPMG
Canada will be providing a presentation with regard to the above

report.

WCS MB EB |2. Corporate Services Department, Financial Services Division, | 85
Report 2020-158, Subject: Approval of the 2019 Consolidated

RB GB FD Financial Statements

AD DK HW That Council approve the Consolidated Financial Statements for the

year ended December 31, 2019.

WCS MB EB |3. Corporate Services Department, Financial Services Division, | 174
Report 2020-154, Subject: Cancellation, Reduction or Refund of

RB GB FD Realty Tax

AD DK HW That the applications pursuant to Section 357/358 of the Municipal

Act, 2001, as amended, numbered 2020-01, 2020-04, 2020-05 and
2020-200 be approved to cancel or reduce taxes in the total amount
of $6,631.21.

WCS MB EB |4. Planning and Development Department, Report No. 2020-167, | 177
Subject: Development Charges By-law Amendment

RB GB FD
That Council approve the amendment to clause 3.11(b) of the
AD DK HW Development Charge By-law 6733/97/19 as attached as Appendix A
to Planning and Development Department Report No. 2020-167,
Subject: Development Charges By-law Amendment.
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WCS MB EB |5. Planning and Development Department, Report 2020-166, | 180
Subject: Recommendation Report for Zoning By-law

RB GB FD Amendment, Nyon Oil Inc. File D14-05-20

AD DK HW That Council approve the Zoning By-law Amendment, attached
hereto as Appendix “B” to allow the technical refinement to the HI-
46-H zone;

That the City Clerk is hereby authorized and directed to proceed with
the giving of notice of passing of the By-laws, in accordance with the
Planning Act; and

That pursuant to the provisions of Section 34(17) of the Planning Act,
no further notice of public meeting be required.

WCS MB EB |6. Engineering and Operations Department, Engineering Division, | 235
Report 2020-159, Subject: By-law Revision - Speed Limit
RB GB FD Change on Killaly Street East

AD DK HW That Council direct staff to amend Traffic and parking By-law 89-2000
Schedule “W” to revert the speed limit on Killaly Street East, between
James Street and Snider Road, to 50 km/h, with the speed limit being
reduced to 40 km/h when the lights on the “Flashing 40” signs are
flashing.

WCS MB EB |7. Engineering and Operations Department, Engineering Division, | 238
Report 2020-136, Subject: Update and Recommendation to
RB GB FD Complete Engineering and Construction Drawings for City Hall

AD DK HW That Engineering and Operations Department, Engineering Division
Report 2020-136 be received,

That Council approve the sole source of the complete engineering
and construction drawings package for City Hall; and

That staff be directed to retain Lex Parker Consultants to complete
the engineering and construction drawings for the amount of $47,500
excluding taxes.
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Miscellaneous Correspondence

WCS MB EB |8. Memorandum from Nancy Giles, EA to CAO and Mayor and Staff | 241
Liaison to the Grant Policy Committee Re: Recommendations of

RB GB FD Grant Policy Committee

AD DK HW That the following donation/sponsorship request be approved for a
total of $4,000
Port Cares — $4000 - to assist in providing services at the Reach Out
Centre.

WCS MB EB |9 Crime Stoppers of Niagara Re: Request for Proclamation of | 242
January 2021 as Crime Stoppers Month

RB GB FD
That the month of January 2021 be proclaimed as “Crime Stoppers

AD DK HW Awareness Month” in the City of Port Colborne in accordance with
the request received from Barry Diamond, Chair, Crime Stoppers of
Niagara.

Outside Resolutions — Requests for Endorsement

WCS MB EB |10. | Township of Asphodel-Norwood, Township of Blandford- | 244
Blenheim, Town of Lincoln, Norfolk County, Northumberland

RB GB FD County, Re: Cannabis Grow Operations

AD DK HW That the resolutions received from various municipalities Re:
Cannabis Production, be received for information.

WCS MB EB |11. | Cityof Clarence-Rockland Re: Cannabis Retail Stores 258

RB GB FD That the resolution received from the City of Clarence-Rockland Re:
Cannabis Retail Stores, be received for information.

AD DK HW

WCS MB EB |12. | County of Wellington, Northumberland County, Township of | 263
Wellington-North, Township of South-West Oxford, Re: Fair and

RB GB FD Accurate Assessment of Aggregate Resource Properties

AD DK HW That the resolutions received from various municipalities Re: Fair and

Accurate Assessment of Aggregate Resource Properties, be
received for information.
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WCS MB EB |13. | Township of Lake of Bays Re: Reform to Municipal Insurance | 271
Policy
RB GB FD
That the resolution received from the Township of Lake of Bays, Re:
AD DK HW Reform to Municipal Insurance Policy, be received for information.
Responses to City of Port Colborne Resolutions
WCS MB EB | 14. | Niagara Health in response to City of Port Colborne’s resolution | 273

RB GB FD

AD DK HW

regarding Request for Rehabilitation of Helicopter Pad at the
Urgent Care Centre

That the correspondence received from Allison Campbell, Executive
Coordinator to the President’s Office, Niagara Health, in response to
the City of Port Colborne’s resolution regarding the rehabilitation of
Helicopter pad at the Urgent Care Centre, be received for information.
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Consideration of By-laws
(Council Agenda Item 13)

By-law No.

Title

6835/85/20

Being a By-law to Amend By-law 6733/97/19, Being a By-law to Impose
Development Charges for the City of Port Colborne

6836/86/20

Being a by-law to amend Zoning By-law 6575/30/18 respecting lands
legally described as Part of Lots 16, 17, 18 and 19, part of the road
allowance between Lots 16 and 17, part of the road allowance between
Lots 18 and 19, in the City of Port Colborne, Regional Municipality of
Niagara. The property is municipally known as the Nyon Oil lands
generally south of the CN Rail lane, west of Highway 140 and east of
Canal Road in the City of Port Colborne.

6837/87/20

Being a By-Law to Amend By-Law No. 89-2000, Being a By-Law
Regulating Traffic and Parking on Killaly Street East

6838/88/20

Being a By-law to Adopt, Ratify and Confirm the Proceedings of the
Council of The Corporation of the City of Port Colborne at its Regular
Meeting of November 9, 2020
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BACKGROUND

ABOUT PORT CARES TODAY

THE REALITY

PORT CARES IMPACT IN THE COM

ACCOUNTABILITY, STEWARDSHIP & SUSTAINABILIT




Late 1970s and Early 1980s in
Port Colborne ...

» Massive job loss in the industrial sector - —
thousancis of jobs lost in the industrial sector
- Population plummets with homes and businesses
abandonecf
* Unemp orment is rampant
- No social or support services in the area
* No internet
» Rapid rise in teenage pregnancy
- Rapid rise in domestic violence '
- Poverty becomes prevalent e | '7




Port Cares founded in 1986 as a
local grassroots response to an
epidemic of poverty and social

chaos resulting from the
economic collapse of the
industrial manufacturing sector .

“Port Care has helped my grandmother, my

mother and now me and my daughter. Our

tamily is forever grateful.”

Renata, Housing Client since 2013
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Port Cares toay 34 years later in 2020 ....

- A registered charitable and not for profit corporation

- Governed by a skills based volunteer board of directors

-  Operate as a Comprehensive Community Social Service Hub

- Major Employer in Port Colborne @ approx. 50 employees

»  Approx. $3.6 million annual budget comprised of employment, housing, homelessness

prevention, youth justice, child development and charity based services



Our mission is to help those in our
community with social and economic
needs improve their quality of life.




Our Vision

Help, Hope and
Opportunity

For all members of our community to
achieve their potential.




Our Values

= »
We provide help, We are all accountable to We treat everyone We work

without judgment. one another. with respect. collaboratively.
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SERVICES PROVIDED

EMPLOYMENT & TRAINING

- Employment Services — Employment Counselling, Job Search, Work
Placement, Recruitment and Funding for Employers

»  Youth Employment - specialized service tor 15 to 29 year olds

+ COIJG - tunding for training and skills development tor employers

» Literacy & Basic Skills Training — individualized

YOUTH JUSTICE

» Restorative justice program for youth ages 12 to 17 who commit
low risk criminal offences
- Serve all of Niagara - police and court reterrals



SERVICES PROVIDED
EARLYON Child Development & Parenting Support

» Facilitated 30,000 visits last year

» In-person drop in play based service

- Largest provider in Niagara with centres located in
» Port Colborne

Welland - Seaway Mall

Pelham

Fort Erie

West Lincoln

Lincoln

Grimsby




SERVICES PROVIDED

Client Services

« Homelessness Prevention
» Transitional Housing
« Assertive Street Outreach

- Foodbank
» Meal Program

» Childrens School Lunch Program

e Cirisis intervention
 PortAL




Charitable Services
- Funded through grants,
donations, fundraising
» Reach Out Centre -
Food Bank, Meal
Program, Interventions
and Family Supports
» Community Navigation
» Seasonal Family

Support Prog ramsO




About Reach Out Centre

e 1616 LOW INCOME veritied
registered users

» Foodbank distributing 20,000 to
24,000 pounds of food a month

+ 516 people registered to receive
meals three nights a week

» ONE THIRD are children under the

age of 14

« WE RELY ON DONATIONS,
FUNDRAISING AND GRANTS - NO
GOVERNMENT MONEY FOR THIS




Community Socio-Economic
Demographics

» Low levels of higher education
- Highest level of education attained - high school
- Highest reliance on government as sole source of income
« OAS, ODSP, OW
» Lower wage earnings — lower household income
» Older population —?ﬂgher oroportion of older individuals than the rest of
Niagara
- Higher high risk behaviours for pregnant women
» Highest % of individuals living in ?ow income (15.7%) vs 14.5 % in
Niagara and 9% in Ontario - 2018 DATA
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RESERVES - STEWARDSHIP, ACCOUNTABILITY o

PROGRAM RESERVE

All our contracts are annual or three year and are performance based

We compete through RFP competitive means for the contract work we do
Should we not get the contract or the government cancels program we need
to be able to pay severance and wind-down costs

A RESTRICTED FUND - held only for this reason — A VERY REAL REASON

Legal recommends 6 months of operating /payroll costs be held in the

PROGRAM RESERVE - Target is S700,000



RESERVES - STEWARDSHIP, ACCOUNTABILITY o

CAPTIAL RESERVE

»  Port Cares has emerged out of a period of long-term debt taken on in the
ourchase and ongoing repair of the buildings at 92 Charlotte and 61 Nickel

- There was no capital reserve until 2014

.« Comprehensive asset replacement schedule created in 2018 - mapped out
to 2031

»  Not for profits and charities are advised to create capital reserves that can
cover replacement costs

»  Our Capital Reserve Target therefore is S1.5 million



I o I

RESERVES + STEWARDSHIP=
SUSTAINABILITY

Question: What would the community do
without Port Cares




TORONTO SUN

News Sports Opinion Entertainment Life Sunshine Girls Driving Healthing Thet

Crime / Canada

BARIBUN
Mystery surrounds Port

CO|borne pedophile cabal LOCAL CANADA POLITICS WORLD OPINION LIFE SPORTS ENTERTAINMENT

Brad Hunter
Dec 16, 2018 - Last Updated 1 year ago * 3 minute read

Crime Council Cannabis And You Readers' Choice Awards Marketplace

Port Cares holding online 50/50 raffle to raise

much—need funds The Standari

D W)
Sk 1A
“ﬁpil_m\m Crime Council Cannabis And You Readers' Choice Awards Marketpla -
BUNE Y

Events Television Music Movies Books Restaurant Reviews Arts

[cercrramcar]
Haunted maze raising funds, food and frights for
glands, 8 Pop-up tov store helps Port Cares
Port Cares
40ME LOCAL CANADA POLITICS WORLD OPINION LIFE SPORTS ENTERTAINMENT BUSINESS OBITUARIES m
o s'-;jd-n:;!C;lli;:;;liolb‘:rlje].ml:m —

By Port Colborne Leader
A Tue D=c. 11,2018 @1 min. read

@ Article was updated Jun. 02,2020

NEWS TALK RADIO

SHOWS NEWS BUY LOCAL PODCASTS CONTESTS EVENTS

ANONYMOUS DONOR ISSUES CHALLENGE
§i 1O SUPPORT PORT CARES

SHELBY KNOX
Wednesday, April 8th 2020 - 7.04 am
|
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{ poverty is a disease that tf poverty is a disease
that infects the entire community in the form of
waemployment and violence, failing schools and
broRen howes, them we can't just treat those
Symeptoms tn tsolation. We have to heal that
entire community.

Barack Obama
44 President of the United States of America
Humanitarian, Visionary

. s

PortCares
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PORT COLBORNE Department: Corporate Services

Report Number: 2020-173 Date: November 9, 2020

Subject: KPMG Service Delivery Review Final Report
1) PURPOSE:

This report is being provided to Council to give a summary of events leading up to the
presentation and publication of the 2020 Service Delivery Review conducted by the audit firm
KPMG.

2) HISTORY, BACKGROUND, COUNCIL POLICY, PRACTICES

On February 24, 2020, the Province replied to the City of Port Colborne’s submission to the
Modernization Program Intake 1, advising that the City was approved for funding of up to
$86,496 to be used towards conducting a Service Delivery Review (SDR).

One of the eligibility requirements for this provincial grant program was to undertake an
independent third-party review. The scope of this review would include a detailed analysis of
all programs and services, consultation with staff, management and Council, leading practice
research, trend analysis of revenues and expenditures and a review of service levels and
service standards.

The result of the third-party review was the creation of a report to be published by the
independent third-party reviewer that must provide specific and actionable recommendations
for cost savings and improved efficiencies.

Quotes for service on this project were gathered by four firms. Approval to move forward with
KPMG as the vendor on this project was made by CAO Scott Luey on February 27, 2020 at
the recommendation of staff.

As part of the City of Port Colborne service delivery review, senior leadership and managers
were interviewed to obtain an understanding of the services provided by the City, to identify
challenges, to identify opportunities for financial and operational efficiencies, and to utilize key
measurements for continuous improvement.

The Office of the CAO and management of each of the City departments were interviewed in
confidential one-on-one discussions. In addition, three focus groups of front-line municipal staff
were held.

Prior to the completion of the Service Delivery Review, Council was provided a status update
of this project in the Customer Relationship Management Project Update presentation made to
council August 10, 2020.

This third-party review was 100% grant funded from the Municipal Modernization Program.
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3) STAFF COMMENTS AND DISCUSSIONS

An initial determination was made by staff to apply for the Municipal Modernization Program
Intake 1 as a strategic opportunity. Staff identified that there are currently gaps in available
data, established key performance indicators (KPIs) and other benchmarking metrics that
could aid the City in modernizing its service delivery.

The opportunity to conduct a review of this nature would formalize and document not only
these opportunities to modernize service delivery but highlight other strategic opportunities as
well. The information and feedback gathered from this Service Delivery Review can be tied
into future budget plans and can be used to support the City’s strategic plan.

This report will be utilized by staff in the upcoming year to help assess departmental goals
and support work plans. The report will also be used to help identify projects, support budget
requests, and set goals that ultimately aid in helping the City of Port Colborne run more
efficient operations.

This Service Delivery Review was a successful first step in assisting the collection of data
and staff will continue to identify opportunities to establish KPIs and use metrics to
benchmark future performance.

4) OPTIONS AND FINANCIAL CONSIDERATIONS:

No action is required at this time.

5) COMPLIANCE WITH STRATEGIC PLAN INITIATIVES
Not Applicable.

6) ATTACHMENTS

Appendix A — Presentation Slides
Appendix B — Service Delivery Review Final Report

7) RECOMMENDATION

That Corporate Services Department Report 2020-173 KPMG Service Delivery Review Final
Report be received for information.

Corporate Services Department Report No.: 2020-173 Page 2 of 3
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8) SIGNATURES

Prepared on November 2, 2020 and
respectfully submitted by:

R /Vﬁ_ it

Bill Myers

Supervisor, Customer Service and
Strategic Projects

Reviewed and Respectfully Submitted:

Yl

C. Scott Luey
Chief Administrative Officer

Contle SofBrt

Amber LaPointe
Manager, Legislative Services/City Clerk

Corporate Services Department Report No.: 2020-173

Page 3 of 3
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Appendix A

The City of Part Cobame
Service Delvery Review
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City of Port Colborne Service Review Final Report

JiSclaimer

This report is subject to the terms and conditions in our engagement letter March 5th, 2020. This report is intended solely to assist the City of Port
Colborne (“the City”) with a service delivery review. The comments and observations in our report are not intended, nor should they be interpreted, to be
legal advice or legal opinion. This report is based on information and documentation that was made available to KPMG at the date of this report. KPMG
has not audited nor otherwise attempted to independently verify the information provided unless otherwise indicated.

We had access to information up to August 10, 2020 in order to arrive at our observations but, should additional documentation or other information
become available which impacts upon the observations reached in our report, we will reserve the right, if we consider it necessary, to amend our report
accordingly. This report and the observations expressed herein are valid only in the context of the whole report. Selected observations should not be
examined outside of the context of the report in its entirety.

Our observations and full report are confidential and are intended for the use of the City. Our review was limited to the procedures conducted. The
scope of our engagement was, by design, limited and therefore the observations should be considered in the context of the procedures performed. In
this capacity, we are not acting as external auditors nor value for money auditors and, accordingly, our work does not constitute an audit, examination,
value for money, attestation, or specified procedures engagement in the nature of that conducted by external auditors on financial statements or other
information and does not result in the expression of an opinion.

Pursuant to the terms of our engagement, it is understood and agreed that all decisions in connection with the implementation of advice and
recommendations as provided by KPMG during the course of this engagement shall be the responsibility of, and made by, the City. KPMG has not and
will not perform management functions or make management decisions for the City.

KPMG has no present or contemplated interest in the City. Accordingly, we believe we are independent of the City and are acting objectively.

This report is not intended for general use, circulation or publication and any use of KPMG's report for any purpose other than circulation within the City
without KPMG's prior written permission in each specific instance is prohibited. KPMG assumes no responsibility or liability for any costs, damages,
losses, liability or expenses incurred by anyone as a result of the circulation, reproduction or use of or reliance upon KPMG's reports, contrary to this
paragraph.
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Project Overview

nfroduction and Context

KPMG was engaged by the City of Port Colborne to undertake a service review. The overall goal of the service review was to better understand the
current suite of services, and identify opportunities for improvements, and efficiencies. Specific project objectives included:

* Inventory Municipal Services — Conduct a comprehensive review and detailed analysis of the relevance, efficiency and effectiveness of
the City's services including a review of leading municipal organizations. As part of this we considered all aspects of the City’s services
including delivery methods, service expenditure and revenue streams.

« Identify Opportunities — Explore opportunities based on global leading practices (public, private, not-for-profit) and define options for
greater cost efficiency in service delivery and levels.

* Advise on Implementation — Evaluate and categorize opportunities to develop recommendations for short-term, mid-term, and long-term
priorities. Provide strategic guidance to leadership on implementation and prioritization of new, innovative and/or leading service delivery
models that improve upon organizational efficiency while balancing citizen expectations. In addition, highlight the risks associated with each
proposed change/option to inform management of the key factors and risks which should be considered during the decision making process.



Project Overview

ntroductionand Gontext

Work Plan and Progress Report

This engagement commenced on April 3, 2020, and was completed on November 9, 2020 when KPMG delivered the final report to the City. The

diagram below depicts the key phases as outlined in the Project Charter.

G
> e “>

Project Initiation Service Profile & Opportunity / Final Report

Benchmarkini Prioritization
o o ® o

D@D

Project Initiation Service Profiling & Opportunity / Final Report
Meet with CAO and Project Benchmarking Prioritization Develop and present a final
Team to clarify expectations, collect relevant information on !dentification of report with an implementation
refine lines of inquiry, and current methods of service potential opportunities to plan & recommendations
develop a subsequent work delivery and conduct achieve the most efficient and
program for the engagement  stakeholder engagement operationally effective

exercises and survey 5 approach to service delivery.

comparator municipalities to
benchmark Municipality services
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Opportunities & Prioritization

Straledic Opportunities

Opportunity

1 Establish Service
Levels for Municipal
Services

2 Revise and Update
Strategic Plan with
Departmental
Mandates and KPIs

3 Integrate Culture
Strategic Plans

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

KPMG

Observation

The City recognizes the need for defined
service levels for each of it services and to
date has been inconsistent in establishing and
adhering to them. Staff identified the need for
clear direction and less ambiguity or mixed
messaging as a result of not having
established service levels.

The City recognizes the need to revise and
update the Strategic Plan. The Strategic Plan
needs to include departmental mandates and
KPIs for each department. Staff identified the
inconsistency and lack of understanding of
these mandates and KPlIs.

The City recognizes the opportunity to
integrate various culture-related initiatives and
strategic plans. Staff identified the opportunity
to review resourcing (people, assets and
funding) for planning and hosting various
cultural events.

Leading Practice

Established service levels manage citizen
expectations and provide clear direction to
staff. They also allow for appropriate
planning for resourcing (people and assets)
and the appropriate budget allocations.

Strategic Plans are for 3-5 years and viewed
and updated on a regular basis. They also
align the community with Council and City
staff. Department Mandates and KPIs
manage expectations, provide clear direction
and allow for individual and City growth to
meet or exceed said KPIs.

The integration of strategic planning for
culture-related initiatives will lead to cost
effectiveness, innovation, and modernization
of multiple cultural events. The City will be
able to build on its foundation of initiatives
such the Marine Museum, the Roselawn
Centre, and Canal Days etc.

Improve-
ment Type

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Estimated
Impact*

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
<$100k/year
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Opportunities & Prioritization

10010 Opportunities

readily accessible by multiple staff. This
would entail mapping all City-owned and
managed assets.

delivery of City services and benefit from the
expertise of a third party provider.

. : . . Improve- Estimated
Opportunity Observation Leading Practice ment Type Impact*
1 Conduct Fleet The City operates and maintains a wide Municipalities are increasingly reviewing Modernizing Tax/rate
Utilization Study and variety of fleet vehicles and equipment to their fleet operations to understand the Bureaucracy  benefit
Re-Finance the Fleet deliver municipal services across the current utilization, develop standards for <$100k/year
municipality. Maintenance has become right-sizing the fleet and for future vehicle
increasingly complex with pressure of selection, and leverage possible efficiencies
upcoming replacement needs. A fleet strategy ~ from “green” vehicles and shared economy
and utilization study would assist the City in business models.
better understanding its current operations,
improve asset management practices, and
enhance planning for short-term and long-
term financing needs.
2 Develop a Facility The City maintains multiple older facilities that ~ Municipalities are leveraging Lifecycle Modernizing Tax/rate
Condition Assessment  are well taken care of. With older buildings Management approaches with energy- Bureaucracy  benefit
and Financial Plan there are opportunities for efficiencies and efficient programs to enhance the long-term >$100k/year
accessibility improvements. There is maintenance of their facilities.
significant overtime and use of contract
resources. The City may benefit from
additional full-time trade resources to offset
overtime and contracts. With the recent onset
of COVID-19, the City is further challenged to
implement additional enhancements.
3 Review Service The demand for GIS services is required Municipalities can benefit from third-party Modernizing Tax/rate
Delivery of GIS across multiple departments in the City. There  delivery of GIS services across the City. Bureaucracy  benefit
Services is a need for current and updated data that is Outsourcing allows the City to focus on the >$100k/year

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

kPMG 366



Opportunities & Prioritization

10010 Opportunities

Improve- Estimated
ment Type Impact*

Opportunity Observation Leading Practice

4 Conduct Lean Six Many departments within the City identified Municipalities are looking to best practices Modernizing Tax/rate
Sigma Process the need to standardize and define processes  such as Lean Six Sigma Process Reviews to ~ Bureaucracy  benefit
Review and to deliver City services. Many of the existing modernize their business processes. These >$100k/year
Modernize Business processes have not been reviewed in recent reviews lead to streamlined and enhanced
Processes years and newer areas do not have well- service delivery.

documented processes.

5 Review Seasonal There are multiple seasonal positions across Municipalities are conducting reviews to Modernizing Tax/rate
Staffing Model the City. There is an opportunity to reduce the use of contract employees, Bureaucracy  benefit
consolidate into full-time positions which will improve retention, retain intellectual capital, <$100k/year
lead to retention of staff, cost savings and and find potential cost-savings.

overall better delivery of services.

6 Continually review Continually reviewing job descriptions will Municipalities are revising CBAs to build in Modernizing Tax/rate
Job Classifications for  ensure efficient operations that are in line with  the necessary flexibility across roles. Bureaucracy  benefit
Outside Workers and the City’s objectives. This opportunity could >$100k/year
the CBA also provide more flexibility for the City and

opportunity for the individuals.

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

kPMG 377



Opportunities & Prioritization

10010 Opportunities

. : . . Improve- Estimated
Opportunity Observation Leading Practice ment Type Impact*

Review Data The City identified a lack of understanding of Having well-defined data management Modernizing Tax/rate
Management and data available and accessibility for data to be practices will allow for increased efficiency, Bureaucracy  benefit
Identify Business shared across departments with a result of more reliable and quality data, better <$100k/year
Intelligence duplicate data being retained in various ways business intelligence and analysis, and
Opportunities across the City. improved communications across the City.
Undertake a Review Many departments are experiencing the need Reducing overtime with the potential for Modernizing Tax/rate
of Overtime and for overtime suggesting it is time for a review additional full-time resources improves Bureaucracy  benefit
Resource Utilization to look at root cause to develop the delivery of services and overall staff morale. <$100k/year
Including the Back- appropriate recruitment and retention
Filling with Vacancies strategy.
and Timelines
Transition to Single The City identified a cost-savings opportunity Many municipalities have transitioned to Modernizing Tax/rate
Plow Operator and to shift from tandem to single plow operator. single plow operators to realize cost savings.  Bureaucracy  benefit
review Grass Cutting In addition, the City identified an opportunity <$100k/year

and Snow Removal
Service Delivery
Model

for Operations and the Parks Departments to
work in tandem on the consolidation of
seasonal roles into full-time positions,
providing job security and cost efficiency.

Municipalities are continually striving to
deliver the best service for the best cost
which may entail insourcing or outsourcing
services or utilizing a combination of
contract/full-time resources.

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.
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10010 Opportunities

Observation

Opportunity

No.

The city has identified an opportunity to re-
evaluate mandate, role and function of Health
Services/ Physician Recruitment Program.

10 Delivery of Health
Services/ Physician
Recruitment Program

Estimated
Impact*

Improve-

Leading Practice ment Type

Evaluate ongoing programs for physician Modernizing  Taxrate
recruitment. Consider redefining/ narrowing Bureaucracy  benefit
<$100k/year

the scope of the program and outsourcing
administration to the Niagara Physician
Recruitment and Retention Program to
eliminate duplication of services.

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.
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City of Port Colborne Service Review Final Report

JiSclaimer

This report is subject to the terms and conditions in our engagement letter March 5th, 2020. This report is intended solely to assist the City of Port
Colborne (“the City”) with a service delivery review. The comments and observations in our report are not intended, nor should they be interpreted, to be
legal advice or legal opinion. This report is based on information and documentation that was made available to KPMG at the date of this report. KPMG
has not audited nor otherwise attempted to independently verify the information provided unless otherwise indicated.

We had access to information up to August 10, 2020 in order to arrive at our observations but, should additional documentation or other information
become available which impacts upon the observations reached in our report, we will reserve the right, if we consider it necessary, to amend our report
accordingly. This report and the observations expressed herein are valid only in the context of the whole report. Selected observations should not be
examined outside of the context of the report in its entirety.

Our observations and full report are confidential and are intended for the use of the City. Our review was limited to the procedures conducted. The
scope of our engagement was, by design, limited and therefore the observations should be considered in the context of the procedures performed. In
this capacity, we are not acting as external auditors nor value for money auditors and, accordingly, our work does not constitute an audit, examination,
value for money, attestation, or specified procedures engagement in the nature of that conducted by external auditors on financial statements or other
information and does not result in the expression of an opinion.

Pursuant to the terms of our engagement, it is understood and agreed that all decisions in connection with the implementation of advice and
recommendations as provided by KPMG during the course of this engagement shall be the responsibility of, and made by, the City. KPMG has not and
will not perform management functions or make management decisions for the City.

KPMG has no present or contemplated interest in the City. Accordingly, we believe we are independent of the City and are acting objectively.

This report is not intended for general use, circulation or publication and any use of KPMG's report for any purpose other than circulation within the City
without KPMG's prior written permission in each specific instance is prohibited. KPMG assumes no responsibility or liability for any costs, damages,
losses, liability or expenses incurred by anyone as a result of the circulation, reproduction or use of or reliance upon KPMG's reports, contrary to this
paragraph.
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Project Overview

nfroduction and Context

The opportunities and prioritization was prepared to present a roadmap to improve the overall effectiveness and efficiency of the City’s current service
delivery model. The opportunities reflect the observations and findings from multiple stakeholder engagements with management and staff including a
survey that was open to all staff for their input. In addition to the three strategic and top ten opportunities, many more were identified and have been
categorized and ranked for future review and consideration.

Setting the Stage

Port Colborne is a dynamic city of 19,000 people on the shores of Lake Erie. A part of the Niagara Region, this community offers the best of small and
large city infrastructure and activities. While sharing similarities with other municipalities that have distinct urban and rural areas, Port Colborne’s history
and vision for the future is unique and makes it special.

Port Colborne is situated on the north shore of Lake Erie, at the mouth of the Welland Canal. It shares its boundaries with the Township of Wainfleet to
the west, the Town of Fort Erie to the east, and the Cities of Welland and Niagara Falls to the north.

The urban area of Port Colborne is located at the southern end of the municipality, centered on the Welland Canal, and consists of a variety of residential
neighbourhoods, a downtown/historic core area, as well as various commercial and industrial areas. The urban area makes up less than one-quarter of
the municipality’s geographic area. The Welland Canal has provided an impetus for industrial development along the waterfront. A number of major
industries are located on or close to the waterfront, occupied by residential development (primarily cottages) that have deeded access to the beaches and
in many cases, access rights that extend into Lake Erie.

The City government is comprised of the Mayor, 8 City Councillors representing four community wards and a Regional Councillor. The Mayor also
represents the City on Regional Council. The City currently has 6 main departments: Office of the CAO, Corporate Services, Planning and Development,
Community and Economic Development, Engineering and Operations and Fire and Emergency Services plus the Library and Museum. The City
oversees a gross operating budget of ~$25M and employs over 200 staff (full-time, part-time and casual).

As with all municipalities and other levels of government, the City is balancing community and stakeholder expectations and financial constraints. With
the growth it is experiencing, City Council has determined that it is necessary for Port Colborne to consider how municipal services will be delivered
sustainably over the long term. Accordingly, it has engaged KPMG to assist with a review of its current service delivery model and identify opportunities
for greater efficiency and effectiveness and ensure value for money for its residents.
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Project Overview

ntroductionand Gontext

Project Objectives

KPMG was engaged by the City of Port Colborne to undertake a service review. The overall goal of the service review was to better understand the
current suite of services, and identify opportunities for improvements, and efficiencies. Specific project objectives included:

Inventory Municipal Services — Conduct a comprehensive review and detailed analysis of the relevance, efficiency and effectiveness of
the City's services including a review of leading municipal organizations. As part of this we considered all aspects of the City’s services
including delivery methods, service expenditure and revenue streams.

Identify Opportunities — Explore opportunities based on global leading practices (public, private, not-for-profit) and define options for
greater cost efficiency in service delivery and levels.

Advise on Implementation — Evaluate and categorize opportunities to develop recommendations for short-term, mid-term, and long-term
priorities. Provide strategic guidance to leadership on implementation and prioritization of new, innovative and/or leading service delivery
models that improve upon organizational efficiency while balancing citizen expectations. In addition, highlight the risks associated with each
proposed change/option to inform management of the key factors and risks which should be considered during the decision making process.

Project Principles

KPMG

The knowledge and expertise of City employees was fully engaged, building upon their knowledge and expertise to arrive at
recommended actions through a transparent, participative and inclusive process facilitated by the consultant.

The service review process was conducted in a way that engaged City employees.

The aim was to, wherever possible, transfer knowledge and necessary “tools” to City staff to enable them to better develop their own
solutions to operational and process issues and challenges over time.

The framework and approach was based on leading practice from municipal or other levels of government experience and/or private
sector.

Lastly, this was not an audit nor a deeper-dive operational review. This was a review to build on successes and identify opportunities to
improve the efficiency and effectiveness of how the City delivers services to the community and citizens of Port Colborne.

*COVID-19: The intent was to assess the regular service delivery model while taking into account business continuity or COVID-19 specific
responses where possible, or to distinguish between them.
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niroductionand Gontext

* Phase One: ProjectInitiation

Kick Off Meeting with Project Team
Project Charter
Project Schedule

 Phase Two: Environmental Scan

Documentation review to provide insight into the City’s operations, financials, and services levels
Interviews and Focus Groups (24 interviews & 3 focus groups)

Current State Summary (interviews/focus groups’ findings)

Benchmarking of Port Colborne against 5 comparator Municipalities.

Online survey for employees

» Phase Three: Review of Current Service Delivery Model

Service Profiles for all of the City’s programs and services as per the Municipal Reference Model
Individual meetings with the City Senior Management Team to confirm service profile data
Presentation of Interim Report to Project Team & Council

* Phase Four: Opportunity Identification

Three half day working sessions with the Project Team to identify, rank and confirm opportunities
Identification of potential opportunities to achieve the most efficient and operationally effective service delivery model

Draft recommendations on changes to services, programs, resources, and responsibilities, including whether specific services should be expanded,
reduced, discontinued or delivered in an alternative manner

Draft recommendations on the prioritization of services

* Phase Five: Final Report and Presentation

Finalize service profiles inventorying current services and delivery approaches

Specific recommendations with regards to changes in services, programs, resources, and responsibilities, including whether specific services should
be expanded, reduced, discontinued or delivered in an alternate manner

Quantification of financial implications of opportunities identified during the Project
A Final Report (in PowerPoint format) consolidating the different phases of the Service Delivery Review
Final Report and presentation to Council and Project Team
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ntroductionand Gontext

Work Plan and Progress Report

This engagement commenced on April 3, 2020, and was completed on xxx when KPMG delivered the final report to the City. The diagram below
depicts the key phases as outlined in the Project Charter.

G
> e “>

Project Initiation Service Profile & Opportunity / Final Report

Benchmarkini Prioritization
o o ® o

D@D

Project Initiation Service Profiling & Opportunity / Final Report
Meet with CAO and Project Benchmarking Prioritization Develop and present a final
Team to clarify expectations, collect relevant information on !dentification of report with an implementation
refine lines of inquiry, and current methods of service potential opportunities to plan & recommendations
develop a subsequent work delivery and conduct achieve the most efficient and
program for the engagement  stakeholder engagement operationally effective

exercises and survey 5 approach to service delivery.

comparator municipalities to
benchmark Municipality services



nortuniies anc
itizatior

City of Port Colborne




Opportunities & Prioritization

Methodology

KPMG's experience has shown that most jurisdictions are pursuing the
transformation of their public services using traditional approaches such
as rapid cost reduction or across the board cuts. We believe that there it
is an opportunity for municipalities to look beyond doing a little bit less

with slightly fewer staff. Instead, municipalities should look at their need
to reduce spending as an opportunity to capitalize on new technologies,
governance models and financing mechanisms that can help re-shape
government. KPMG, in partnership with the University of Toronto,

Back-office consolidation
Less intermediation
Specialization

Incentives
MODERNIZING

i i ALTERNATIVE Measurement &
developed a framework (shown adjacent) that captures new public inseryisii ﬁiﬁlﬁ"“ g

sector delivery models. The framework was developed based on the
key insights from leading practices reports and consultations with
industry leaders throughout the globe.

NEwW
PuBLIC SERVICE
The Service Review Project Team used this framework to analyze R DELIVERY MODELS Rt
possible opportunities for change in the City of Port Colborne’s service REPONSTEILITIES

delivery models. Each of the opportunities were categorized according
to the framework so that the Project Team could fully understand the
changes being proposed for the City’s service delivery. DIGITISATION

Few students of public administration believe that the footprint of
govej\rnn?ent, how government is organized or |t§ relationship with the —— S Saicionind e
public will look the same ten years from now as it does today. human services Eovernment
Governments are having change forced upon them by fiscal challenges | seseroaged it .

on the one hand and technological and social evolutions on the other. o

These new public service delivery models will help local governments

manage this change and ensure that they are not only effective and

efficient, but also sustainable into the future.
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Opportunities & Prioritization

Methodology

The development of opportunities and their subsequent prioritization involved the following major work steps:

1. Service Profiles

The first major step in developing the list of opportunities was the development of an inventory of programs and services provided by the City
of Port Colborne commonly called Service Profiles. The basic elements of a service profile includes a description of the service and sub-
service, a comparative analysis, a service level justification and a financial overview. The many different services of the City were categorized
using KPMG’s Municipal Reference Model.

For the past ten years, KPMG has been actively involved in the profiling of all citizen-facing and internal services using the Municipal
Reference Model for Canadian municipalities. The Municipal Reference Model describes the business of local government from the outside-
in, in terms of the programs and services that municipalities provide and how these contribute to achieving defined policy outcomes. This can
be contrasted with an inside-out view, which focuses on how local governments are organized and the activities that they undertake. Focusing
on outcomes, and how governments are achieving those outcomes through their programs and services, supports the fundamental question of
whether they are delivering the right services, for the right reasons and in the right way.

A series of working sessions with the City’'s project team covering all departments were conducted over the course of the project timeline.

These working sessions considered the nature of the department’s work, its position within the municipal reference model and the results of
the benchmarking review. Data necessary for the completion of the service profiles was discussed and collected. This included the following:

= Budget information, including a breakdown of cost streams

= Capital — includes debt payments and current contributions to capital projects

= Definitive service descriptions

= Rationale on service level assessments and types

= Data on the number of staff delivering the service in “Full Time Equivalents” (FTES)

Based upon this collected data, the different services of the City were analyzed by the following elements described on the next page:

KPMG
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Opportunities & Prioritization

Methodology

1. Service Profiles (Continued)
a. Service Level

Each service was analyzed to determine its service level. Service was determined to be above standard, at standard, or below standard.
Service level standards are defined through a variety of legislation, industry standards, business case analysis justifications, service levels in
other municipalities or reasonable expectations.

b. Service Type

Service Reviews typically involve an assessment of a collection of services defined under the Municipal Reference Model to understand to
what degree they are core. KPMG, with validation by our municipal clients, has developed a customized continuum for assessing core versus
discretionary services. Along the continuum, there are four descriptive categories, which, when applied to a service formed the “Core
Ranking” for that service. The “core continuum” categories are Mandatory, Essential, Traditional, and Discretionary.

c. Service Level Source

Finally, to understand and justify the service level analysis, KPMG identified the origin of a service level standard and the role that the City of
Port Colborne plays in delivering a service or sub-service. In each service profile, KPMG reviewed the degree to which the standard was
prescribed by legislation or set by the Council, management, or funding agreement. KPMG also reviewed the appropriateness of the standard
with respect to industry benchmarks or traditional practice, in cases where information was available.



Opportunities & Prioritization

Methodology

2. Opportunity Identification
The second step in the Service Review was the identification of potential opportunities to improve operations through the following:
a. Types of Opportunities

= Elimination or transfer services, or increased cost recovery = Alternative service delivery approaches
= Re-engineered services to increase efficiency and effectiveness = Changed service levels

Opportunities to
Eliminate, or Opportunities to
Transfer Services, Change Service
or Increase Cost Levels
Recovery

Opportunities to
Reduce Costs
through Alternative
Service Delivery
Approaches

Re-engineering
Opportunities to
Increase Efficiency
and Effectiveness

(¢)]
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Opportunities & Prioritization

Methodology

b. Opportunities Ranking

In a series of working sessions, KPMG and the Project Team identified opportunities for improved efficiency and effectiveness in the delivery of City

services. The opportunities were then assigned an improvement type. Five different improvement types were used and opportunities could be
assigned multiple improvement types. The improvement types were:

Modernizing bureaucratic processes

Reassignment of roles between levels of government
Digitization

Devolution

Alternative financing and procurement
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Opportunities & Prioritization

Methodology

b. Opportunities Ranking (Continued)

Opportunities were evaluated using the criteria below and then grouped into categories of Strategic Opportunities, Top 10 Opportunities and
Opportunities Requiring Further Study. The following pages present the opportunities by group, our analysis summary, and the type of improvement
based upon the New Public Sector Delivery Model.

Operating $ Impact

Capital $ Impact

Barriers To Implementation

Recent Reviews
Comparator Analysis

Strategic Program
Alignment

Client/Customer Impact

KPMG

Estimated impact on operating budget.
Estimated impact on capital requirements.

Barriers, issues or obstacles to implementing the opportunity:
» Political

e Legal

e Labour and Contractual Obligations

e Capital Costs

Recent reviews or studies conducted that provide insights on the opportunity.

An assessment of service performance against comparable competitors, industry standards or leading
practices.

The opportunity aligns with the objectives and values of the City, the service, the Official Plan and/or Council
priorities.

The impact of the opportunity on the number of clients, customers and/or people and the extent of the impact.



Opportunities & Prioritization

Straledic Opportunities

Opportunity

1 Establish Service
Levels for Municipal
Services

2 Revise and Update
Strategic Plan with
Departmental
Mandates and KPIs

3 Integrate Culture
Strategic Plans

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

KPMG

Observation

The City recognizes the need for defined
service levels for each of it services and to
date has been inconsistent in establishing and
adhering to them. Staff identified the need for
clear direction and less ambiguity or mixed
messaging as a result of not having
established service levels.

The City recognizes the need to revise and
update the Strategic Plan. The Strategic Plan
needs to include departmental mandates and
KPIs for each department. Staff identified the
inconsistency and lack of understanding of
these mandates and KPlIs.

The City recognizes the opportunity to
integrate various culture-related initiatives and
strategic plans. Staff identified the opportunity
to review resourcing (people, assets and
funding) for planning and hosting various
cultural events.

Leading Practice

Established service levels manage citizen
expectations and provide clear direction to
staff. They also allow for appropriate
planning for resourcing (people and assets)
and the appropriate budget allocations.

Strategic Plans are for 3-5 years and viewed
and updated on a regular basis. They also
align the community with Council and City
staff. Department Mandates and KPIs
manage expectations, provide clear direction
and allow for individual and City growth to
meet or exceed said KPIs.

The integration of strategic planning for
culture-related initiatives will lead to cost
effectiveness, innovation, and modernization
of multiple cultural events. The City will be
able to build on its foundation of initiatives
such the Marine Museum, the Roselawn
Centre, and Canal Days etc.

Improve-
ment Type

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Estimated
Impact*

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
<$100k/year



Opportunities & Prioritization

10010 Opportunities

Opportunity

Observation

Leading Practice

Improve-
ment Type

Estimated
Impact*

1 Conduct Fleet
Utilization Study and
Re-Finance the Fleet

2 Develop a Facility
Condition Assessment
and Financial Plan

3 Review Service
Delivery of GIS
Services

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

KPMG

The City operates and maintains a wide
variety of fleet vehicles and equipment to
deliver municipal services across the
municipality. Maintenance has become
increasingly complex with pressure of
upcoming replacement needs. A fleet strategy
and utilization study would assist the City in
better understanding its current operations,
improve asset management practices, and
enhance planning for short-term and long-
term financing needs.

The City maintains multiple older facilities that
are well taken care of. With older buildings
there are opportunities for efficiencies and
accessibility improvements. There is
significant overtime and use of contract
resources. The City may benefit from
additional full-time trade resources to offset
overtime and contracts. With the recent onset
of COVID-19, the City is further challenged to
implement additional enhancements.

The demand for GIS services is required
across multiple departments in the City. There
is a need for current and updated data that is
readily accessible by multiple staff. This
would entail mapping all City-owned and
managed assets.

Municipalities are increasingly reviewing
their fleet operations to understand the
current utilization, develop standards for
right-sizing the fleet and for future vehicle
selection, and leverage possible efficiencies
from “green” vehicles and shared economy
business models.

Municipalities are leveraging Lifecycle
Management approaches with energy-
efficient programs to enhance the long-term
maintenance of their facilities.

Municipalities can benefit from third-party
delivery of GIS services across the City.
Outsourcing allows the City to focus on the
delivery of City services and benefit from the
expertise of a third party provider.

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
>$100k/year

Tax/rate
benefit
>$100k/year



Opportunity

Conduct Lean Six
Sigma Process
Review and
Modernize Business
Processes

Review Seasonal
Staffing Model

Continually review
Job Classifications for
Outside Workers and
the CBA

KPMG

Opportunities & Prioritization

10010 Opportunities

Observation

Many departments within the City identified
the need to standardize and define processes
to deliver City services. Many of the existing
processes have not been reviewed in recent
years and newer areas do not have well-
documented processes.

There are multiple seasonal positions across
the City. There is an opportunity to
consolidate into full-time positions which will
lead to retention of staff, cost savings and
overall better delivery of services.

Continually reviewing job descriptions will
ensure efficient operations that are in line with
the City’s objectives. This opportunity could
also provide more flexibility for the City and
opportunity for the individuals.

Leading Practice

Municipalities are looking to best practices
such as Lean Six Sigma Process Reviews to
modernize their business processes. These
reviews lead to streamlined and enhanced
service delivery.

Municipalities are conducting reviews to
reduce the use of contract employees,
improve retention, retain intellectual capital,
and find potential cost-savings.

Municipalities are revising CBAs to build in
the necessary flexibility across roles.

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

Improve-
ment Type

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Estimated
Impact*

Tax/rate
benefit
>$100k/year

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
>$100k/year



Opportunity

Review Data
Management and
Identify Business
Intelligence
Opportunities

Undertake a Review
of Overtime and
Resource Utilization
Including the Back-
Filling with Vacancies
and Timelines

Transition to Single
Plow Operator and
review Grass Cutting
and Snow Removal
Service Delivery
Model

KPMG
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10010 Opportunities

Observation

The City identified a lack of understanding of
data available and accessibility for data to be
shared across departments with a result of
duplicate data being retained in various ways
across the City.

Many departments are experiencing the need
for overtime suggesting it is time for a review
to look at root cause to develop the
appropriate recruitment and retention
strategy.

The City identified a cost-savings opportunity
to shift from tandem to single plow operator.
In addition, the City identified an opportunity
for Operations and the Parks Departments to
work in tandem on the consolidation of
seasonal roles into full-time positions,
providing job security and cost efficiency.

Leading Practice

Having well-defined data management
practices will allow for increased efficiency,
more reliable and quality data, better
business intelligence and analysis, and
improved communications across the City.

Reducing overtime with the potential for
additional full-time resources improves
delivery of services and overall staff morale.

Many municipalities have transitioned to
single plow operators to realize cost savings.

Municipalities are continually striving to
deliver the best service for the best cost
which may entail insourcing or outsourcing
services or utilizing a combination of
contract/full-time resources.

* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.

Improve-
ment Type

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Modernizing
Bureaucracy

Estimated
Impact*

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
<$100k/year

Tax/rate
benefit
<$100k/year



Opportunities & Prioritization

10010 Opportunities

Observation

Opportunity

No.

Estimated
Impact*

Improve-

Leading Practice ment Type

10 Delivery of Health The city has identified an opportunity to re- Evaluate ongoing programs for physician Modernizing  Taxrate
Services/ Physician evaluate mandate, role and function of Health  recruitment. Consider redefining/ narrowing Bureaucracy  benefit
Recruitment Program Services/ Physician Recruitment Program. the scope of the program and outsourcing <$100k/year

administration to the Niagara Physician
Recruitment and Retention Program to
eliminate duplication of services.
* Estimated impacts are preliminary assessments of the potential impact to the organization. Further study and analysis is needed.
© 2020 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 22
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Opportunities & Prioritization

Jpportunities Requinng rurther Study

Opportunity

Develop Long-Term Financial Plan with Lifecycle Costing

Develop a Financial Reporting Process for Council and
Management

Review Resourcing for Roles That Require Ongoing 24/7
Support Roles (E.G. IT, Comms, Emergency Management)

Create a People Development, Retention and Succession Plan

Conduct a Corporate Security and Privacy Review
Implement Adopt-A-Road Program

Create Backups for Critical Positions with Cross-Training
Review Economic Development Service Delivery Model
Review Telecommunications Backbone to Ensure Consistent
Service Delivery Across All City Facilities and Sites
Establish User Group to Focus On Cost Recoveries
Implement Performance Management and Goal Setting
Implement Open Data for the City

Develop Infrastructure Needs Study for All Linear Assets
Review Communication Policies (Social Media,

Communications Etc.)
Conduct Road Needs Study

KPMG

Opportunity
Consistent Technology Training Program for Staff
Conduct Review of Job Descriptions and Compensation

Conduct a Review of Municipal Standards and Operational
Guidelines

Review Revenue Agreements

Conduct User Fee Review

Review 3P for Infrastructure Financing

Further Refine Organizational Structure

Develop Risk Management Plan

Develop Policies and Procedures for Data Management and
Retention

Improve the Development Application Process
Streamline the Procurement Process

Review and Update Technology Policies and Procedures
including Remote etc.

Implement a Formal Project Management Process

Implement Activity-Based Budgeting

Identify and Promote Citizen Volunteer Opportunities

w



Opportunities & Prioritization

Upportunities Requinng Further study (continued

Opportunity

Review Opportunities for Potential Devolvement of Business Units Into Corporations
Invest in IT Software for Business Processes

Review Multiple Payment Sites

Review Municipal Services for Alternative Service Delivery

Reduce Parkettes and Reinvest In Community Parks

m © 2020 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.



Opportunities & Prioritization

Uity BUICiNg & Regional Opportunities

Opportunity

Evaluate CRM Partnership Opportunities with Neighbouring Municipalities
Partner with Niagara Libraries for Shared Service Delivery

Review Shared Service Delivery Models with Niagara Municipalities
Consolidate CEMC Services with Neighbouring Municipalities

Separate Storm Sewer and Sanitary Waste Treatment

Build a Permanent Farmer's Market

Establish City Land Management Framework Review City Land Ownings and
Identify Surplus Land

Build a Discovery Centre for Culture and Recreation

m © 2020 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.
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Opportunities & Prioritization

PIOjeCts Underway

Opportunity

Marina Operations Alternative Service Delivery
Develop a Customer Service Intake Process

Conduct Employee Surveys On a Regular Basis

Review Business Continuity Planning to Include Longer-Term Events In Light
of COVID-19

m © 2020 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.
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Conclusion

SUMIMary and Next Steps

KPMG was engaged by the City of Port Colborne to undertake a service review. The overall goal of the service review was to better understand the
current suite of services, and identify opportunities for improvements, and efficiencies.

In a series of working sessions, KPMG with the Project Team identified opportunities for improved efficiency and effectiveness in the delivery of City
services. The opportunities and prioritization provide a roadmap to improve the overall effectiveness and efficiency of the City’s current service
delivery model. The opportunities reflect the observations and findings from multiple stakeholder engagements with management and staff including
a survey that was open to all staff for their input. In addition to the three strategic and top ten opportunities, many more were identified and have been
categorized for future review and consideration.

The Senior Leadership will determine the approach, timing and resources to implement the strategic and top ten opportunities.

Updating the City Strategic Plan and Service Levels can commence simultaneously and the Service Levels should align to the Strategic
Plan. The integration of the Culture Strategic Plans should commence following the update of the City Strategic Plan.

Strategic
Opportunities

Update City Strategic Plan with Establish Service Levels for

Department Mandates & KPIs Municipal Services Integrate Culture Strategic Plans

The Top Ten Opportunities could be broken up into Quick Wins, Internal and External.
* Quick wins as the name implies can easily and quickly be implemented such as #10 Transition to Single Snow Plow Operator.
» Internal and External refer to the resourcing.

» Internal opportunities may be completed entirely by City resources such as #9 Review Grass Cutting and Snow Removal
Service Delivery Model.

» External opportunities may require the assistance of external expertise such as #4 Lean Six Sigma Process Review and
Modernize Business Processes or to augment internal resources. .
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Summary of Findings

INe Engagement Process

As part of the City of Port Colborne service review, senior leadership and managers were interviewed to obtain an understanding of the services
provided by the City, to identify challenges, to identify opportunities for financial and operational efficiencies, and to utilize key measurements for

continuous improvement.

The Office of the CAO and management of each of the City’s five (5) Commissions were interviewed in confidential one-on-one discussions. In

addition, three focus groups of front-line municipal staff were held.

Interviews

Chief Administrative Officer

Director, Community and Economic Development
Director, Engineering and Operations

Director, Fire and Emergency Services

Director, Planning and Development

Manager, Revenue and Taxation

Director, Library Services

Director/Curator, Museum

Chief Building Official

Deputy Fire Chief

City Clerk

Manager, Information Technology
Manager, Parks and Recreation
Manager, Facilities

Manager, Operations

Manager, By-Law Services
Supervisor, Roads

Supervisor, Design and Construction
Supervisor, Development and Asset Inventory
Supervisor, Utilities

Superintendent, Drainage
Coordinator, Human Resources
Officer, Communications



Summary of Findings

AModel Tor Analyzing Organizational Performance

KPMG used the following model as a means of analyzing and understanding organizational performance and problems.

Note: this is a model, and does not describe results for the City of Port Colborne.

Organizational Problems

Organizational
Element

Organizational
State

Symptoms

Strategy

If strategy is
missing, unclear, or
not agreed upon

Confusion

* No common
direction; people
pulling in different
directions

* No criteria for
decision making

Structure

If the structure
isn't aligned to
the strategy

Friction

* Inability to mobilize
resources

* Ineffective
execution; lost
opportunity for
competitive
advantage

Processes

If the development
of coordinating
mechanisms is

left to chance

Gridlock

» Lack of
collaboration
across boundaries

* Long decision and
innovation cycle
times

« Difficult to share
information and
leverage best
practices

People

If people aren’t
enabled and
empowered

Low
Performance

 Effort without
results

» Low employee
satisfaction

Culture

If behaviours don't
reflect the
organization’s
values

Distrust

* No employee
engagement

¢ Bureaucratic churn



SUMMATy Of Top Themes from Consultations

Key themes have emerged from the interviews and focus group discussions, which are summarized below. The information in this document is
preliminary and should be treated accordingly. It may be refined in subsequent deliverables to reflect additional feedback and further analysis.

Theme

= We understand the City currently does not have an updated Strategic Plan. During our consultation, staff consistently
identified an overall intention to be strategic and at the same time there was nothing substantial to support the intent.
Staff shared they are starting to get excited about the possibilities. Senior leadership acknowledged an updated Strategic
Plan needs to be completed and is a priority for the CAO.

= Staff expressed some frustration at the lack of a Strategic Plan which results in conflicting priorities from Council and
senior leadership. Staff believe they are not functioning as efficiently as they could be and which reduces overall
customer service.

= Staff noted a desire for the clear communication of priorities. Staff believe this will enable departments to develop and
monitor key performance indicators (KPIs) and objectives. Staff view there is an opportunity for better alignment with
existing metrics that are currently captured across the organization.

= Without strategic direction, staff acknowledged customer service is more reactive and complaint-driven. Staff did note
Strategy that the organization is shifting to a more proactive approach.

= [Interviewed staff noted that there is limited succession planning within the organization. Staff across the City shared that
the City is undergoing a significant transition with multiple retirements and more on the horizon. Staff identified a need for
improved knowledge transfer, cross-training and leadership development to ensure the transfer of local knowledge.

= Respondents noted that the combination of a workforce in transition, substantial new initiatives, and limitations in financial
capabilities has resulted in significant overtime and a stretched workforce. In particular, a number of new initiatives
underway (Marina, Cemetery, Roselawn etc.) are being layered on top of existing municipal service delivery.

= Staff observed that they do not have the time or tools to support and deliver current service levels as well as Council's
new initiatives. We understand the organization also has limited capacity to understand the potential budget/taxation
implications associated with the new initiatives.



SUMMATy Of Top Themes from Consultations

Key themes have emerged from the interviews and focus group discussions, which are summarized below. The information in this document is
preliminary and should be treated accordingly. It may be refined in subsequent deliverables to reflect additional feedback and further analysis.

= The City currently has 6 main departments: Office of the CAO, Corporate Services, Planning & Development, Community
& Economic Development, Engineering & Operations and Fire & Emergency Services plus the Library and Museum. The
City underwent a significant re-organization in 2017. Staff noted that regardless of the implementation challenges, the re-
organization has been well received by staff.

= Respondents noted there is an opportunity to consolidate the number of departments with 1 or 2 individuals. We
understand there is minimal cross-training or a formal backup in-place, which leads to multiple single points of failure
across the City. This reduces the City’s overall service level standard to its citizens.

= Staff noted Councillors and senior leadership are reaching down into day-to-day operations with individual requests
creating both overlaps and gaps and resulting in confusion for staff. We understand that staff believes this behaviour
reflects an inability to delegate, the lack of horizontal integration across the organizational structure and poor
Structure communication. Staff noted it would be beneficial to the organization for senior leadership and Council to better
understand their strategic roles and allow front-line staff to deliver.

= We understand that staff are aware of the potential for shared services with other municipalities. They expressed the
need for these shared service opportunities to be clearly defined and understood with criteria to effectively determine what
combination of services are in the best interest of the City. Staff shared examples of collaboration with other municipalities
to enhance service delivery, improve efficiency and are contribute to cost reduction.

= Staff also identified service areas where replacing contractors with City employees could be more efficient and effective.
Staff noted that the bringing of grass cutting services in-house has achieved positive results.



SUMMATy Of Top Themes from Consultations

Key themes have emerged from the interviews and focus group discussions, which are summarized below. The information in this document is
preliminary and should be treated accordingly. It may be refined in subsequent deliverables to reflect additional feedback and further analysis.

Theme

= City staff expressed a common belief in the need for improved systems and processes to allow for more streamlined
service delivery.

= Respondents acknowledged that the City’s technology is outdated. They noted that the City has started to modernize it,
most notably with the introduction of Office 365 and Teams leveraged for the recent response to COVID-19. Staff were
unified in identifying the need for a centralized customer relationship management system to allow the sharing of
information across the organization. Other areas identified by staff included the City’s GIS system, the work order system
and financial reporting. Staff also noted that telecommunications is not consistent across the City. Staff shared examples
of how this negatively impacts customer service and staff at the Sugarloaf Marina.

= Staff observed that the financial system replacement project has been underway for almost three years and has caused
significant challenges for both the IT and Finance teams. Staff across the City are seeking a better understanding of the
budget and financial reporting processes and how they align with strategic initiatives such as customer service, Canal

Days, and the recently approved Parks and Recreation Master Plan.
Processes
= Staff expressed a need for the development and review of work processes and their communication across the

organization both internally and externally. In particular, respondents indicated a need to educate staff, Council and
citizens on the City's work processes. Staff understand there must be metrics associated with all processes and
procedures. They acknowledged there are different levels of maturity across the city in this area. Some less mature
service areas include building inspection and financial reporting, specifically monthly variance reporting by department.

= We understand there was a recent initiative to develop a new internal process to fund new projects or resources. Key to
the new process was ensuring that Council has the appropriate information to make informed decisions recognizing their
decision ultimately impacts taxation and the overall budget.

= Respondents commonly remarked on the importance of communications. Staff indicated they are not always aware of
what is happening across the City and the potential direct or indirect impact to their service area. Staff would like to see a
process for sharing good results and wins with the public or communicating results from the past year. They also felt there
is an opportunity to share future planned projects and their status with the public.

msmn 25



SUMMATy Of Top Themes from Consultations

Key themes have emerged from the interviews and focus group discussions, which are summarized below. The information in this document is
preliminary and should be treated accordingly. It may be refined in subsequent deliverables to reflect additional feedback and further analysis.

Theme

< Staff across the City noted that they feel supported by their immediate and upper management. Despite feeling
overwhelmed at times and with increased overtime, respondents noted that the overall moral of the staff is good and they
are fully engaged. They love working for the City and take pride in serving the citizens of Port Colborne.

¢ We understand that performance reviews are not consistently conducted across the organization because of capacity
issues and the recent re-organization.

« All service areas identified a need for more timely recruitment for vacancies since each vacancy directly impacts customer
service. Respondents observed that tor retirements, there needs to be an overlap period to allow for knowledge transfer.
For example, the Human Resource Manager left the City on April 24th with no identified replacement.

« Staff noted that compensation levels need to be reviewed to ensure the City can continue to attract and retain employees
People with the skills and knowledge necessary for moving the City forward. Despite this, the City has recently attracted several
highly skilled candidates who were seeking a work-life balance.

* We understand that there is minimal staff development, particularly in the area of leadership development for existing or
up and coming managers. Where certification and licensing are required, we heard that the City needs to ensure staff
receive the appropriate training to maintain their designations.

* Respondents observed that for some areas, there is an immediate need to establish cross-training for backup purposes
and for other areas to more efficiently utilize staff across multiple service areas and activities. Staff noted that some
managers are being innovative and are leveraging vendors to keep staff abreast of new products and available
technologies.



SUMMary of Top Themes from Consultations

Key themes have emerged from the interviews and focus group discussions, which are summarized below. The information in this document is
preliminary and should be treated accordingly. It may be refined in subsequent deliverables to reflect additional feedback and further analysis.

¢ Across the organization, there was genuine respect for the CAO and his vision for the City. Although, both staff and the
CAO observed that he can be a little too into the weeds on certain issues.

« Staff expressed widespread enjoyment with their employment at the City. Staff consistently shared their mindset of
service, the importance of making a positive social impact for the City and wanting to do what's right. There was an
overall sense of pride, responsibility and service in how staff spoke about the City and their roles. Overall, respondents
expressed a belief that staff share a culture of hard work with minimal ego.

* One staff member noted that old timers are loving the new kids who have passion and innovative ideas. The City is
recruiting people who see the big picture, problem solvers, right attitude, visionaries — and old timers are coming along
Culture board because they see the efficiencies to be had etc.. New staff are bringing in a lot of energy and capabilities and old
staff are open and yes, at times there is some conflict.

« Staff observed that the City’s culture is evolving to one of empowerment with leadership willing to hear from staff and
implement their ideas.

« One respondent noted the City is not a risk aware organization with little or no understanding of risk management. There
is a realization by staff that they need to stretch dollars (fiscally aware) and be innovative/creative in service delivery.
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Draft for Discussion Purposes Only
Benchmarking & Performance Perspectives

Lomparative Analysis - Why Gompare to Uther tommunities?

For the purposes of the project, five comparator communities were selected as municipal comparators based on population growth, urban/ rural
characteristics and geography:

Municipality Populatlon Households® Area Square KM 2

1. Port Colborne 18,300 10,303

, = 2. Thorold 18,801 8,498 83

\ Collingwood T o~
| kincardine . 3. Collingwood 23,815 11,522 34

\ 4
P ' 4. Wasaga Beach 20,675 13,225 59
, 3 5. Cobourg 19,440 8,958 22
L 6. Kincardine 11,390 6,187 538
qut Colbome C

3 Average 18,737 9,782 143

L TSource - Financial Information Returns, Schedule 2
2 Source - Statistics Canada census profile, 2016 census data

T

' © 2020 Mapbox © OpenStreetMap

The primary purpose of the comparative analysis was to understand the performance of comparator municipalities and to identify opportunities to
change how the City’s organization is aligned to deliver municipal services.

= Communities with similar financial benchmarks/service levels — insight into operating efficiencies

= Communities with different financial benchmarks/service levels — opportunities to change existing organizational structure/processes
to reflect common service levels

Comparing financial performance and taxation levels has both benefits and risks:
=  Provides insight into affordability issues; what a peer municipality can achieve with the same resources
= Assumes that all variables are the same (assessment base, non-taxation revenues)
= Assumes that taxation and service levels in other communities are ‘right’

Note: We obtained the information summarized in the following pages from financial information returns (FIRs) submitted to the Province of Ontario. We
have not reviewed a draft of this data summary with the benchmarked comparators for the purpose of confirming the factual accuracy of the information
presented.

kPMG 737



Benchmarking & Performance Perspectives

Draft for Discussion Purposes Only

Municinal Dedt per Househald (2018)

This financial indicator
provides an assessment of
the City’s ability to issue
more debt by considering
the existing debt load on a
per household basis. High
debt levels per household
may preclude the issuance
of additional debt.

The City of Port Colborne
has the second highest level
of debt per household at
$4,383. The average debt
per household of the
comparator group is $4,040,
with Collingwood having the
most debt per household at
$6,753.

A higher debt per household
level indicates the City has
reduced flexibility in the use
of debt as a financing tool
for future large capital
projects.

KPMG

Municipal debt per household (2018)

$6,753

$4,383

$3,978

Average $4,044

$3,313

$1,987

Port Colborne C Kincardine M Thorold C

Cobourg T

Collingwood T Wasaga Beach T

Source — KPMG analysis of annual Financial Information Returns, Schedule 2 & Schedule 70



Benchmarking & Performance Perspectives Draft for Discussion Purposes Only

Discretionary Reserves per Household (2018)

The City of Port Colborne
holds the second lowest
amount of discretionary
reserves per household

among the comparator group.

It is below the comparator
group average by $1,912 per
household.

The discretionary reserve
position illustrated in this
graph does not include
development charges, gas
tax, and park land reserves.

In practical terms, a strong
discretionary reserve position
allows for greater flexibility in
financing options for new
infrastructure.

Discretionary reserves per household (2018)

$5,368 $5,469
$4,941
Average $3,577
$3,074
$1,668
$944
Port Colborne C Cobourg T Collingwood T Kincardine M Thorold C Wasaga Beach T

Source — KPMG analysis of annual Financial Information Returns, Schedule 2 & Schedule 60



Benchmarking & Performance Perspectives

Draft for Discussion Purposes Only

HiStarical Starfing Levels by Type 2Ul4 - 2U18

When viewed over the past
five years, staffing levels for
full-time, part-time and
seasonal employees have
seen little variation .

There is, however, modest
growth in the number of full-
time employees in 2017 and
2018.

The last year in which
additional part-time
resources were added to
the City was in 2015.

Staffing levels by comparator (2018)

180

160

140

120

100

Value

80

60

40

20

0

M Full-time
Port Colborne C Cobourg T Collingwood T Kincardine M Thorold C Wasaga Beach T W Part-time
M Seasonal

169

163 166
106
99
91
82
78 80
63 66
a4
37
I 21 22

127

ge 85

73
I 39

Source — KPMG analysis of annual Financial Information Returns, Schedule 80A

Source — KPMG analysis of annual Financial Information Returns, Schedule 80A
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Benchmarking & Performance Perspectives

V16 FUITIme and Part-Time stafting by Comparator

Draft for Discussion Purposes Only

When staffing levels are
compared across the
comparator group, Port
Colborne is below the
comparator average in real
terms for full-time positions.

The ratio of full-time to part-
time positions for Port
Colborne is consistent with
two of its comparators

(Cobourg and Collingwood).

Staffing levels by comparator (2018)

180

160

140

120

100
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(=]
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(=]
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Port Colborne C Cobourg T Collingwood T Kincardine M Thorold C Wasaga Beach T

127

169

rage FT 134

66
I I I 22

ge PT 58

Source — KPMG analysis of annual Financial Information Returns, Schedule 80A

Measure Names
M Full-time

M Part-time

H Seasonal



Benchmarking & Performance Perspectives Draft for Discussion Purposes Only

Residentia Median Current Value Assessment

Residential median looks at
the median price of
residential property within
the municipality, not the

average. Wasaga Beach m2019
m2018

Port Colborne holds the

lowest median residential m2017

_ Collingwood
property value among its

comparator group.

Cobourg

Kincardine

Thorold

Port Colborne

$ $50,000 $100,000 $150,000 $200,000 $250,000 $300,000 $350,000

Source: KPMG analysis of OPTA data



Benchmarking & Performance Perspectives

ResIdential Taxes per Housenold (Averade/Typical Property)

Draft for Discussion Purposes Only

Residential taxes per
household looks at the
average property tax per
household paid by citizens
for lower tier municipal
services.

Port Colborne has the
lowest average residential
taxes per household among
the comparator group.

Cobourg

Collingwood

Wasaga Beach

Kincardine

Thorold

Port Colborne

$- $500 $1,000 $1,500 $2,000

Source: KPMG analysis of OPTA data

m2019
m2018
m2017

$2,500



Benchmarking & Performance Perspectives

summary of General Themes

The benchmarking and financial analysis highlights that relative to the comparator group, Port Colborne delivers municipal services at a cost consistent
with the average of its peers.

General Themes
Municipal Debt

Port Colborne’s debt position when considered on a per household basis is above the average of the comparator group. A high debt position
denies flexibility to the City in managing the capital demands related to growth. This reflects the City's large capital commitments in the past
several years.

Discretionary Reserve Balances

The City holds the lowest amount of discretionary reserves per household among the comparator group. Decreasing discretionary reserves over
time is an indicator that the City's flexibility for financing from reserves is becoming more restricted thereby increasing the reliance on debt.

Staffing Levels
There has been little change in the staffing level of the City’s full-time complement over the past five years. The City’s full-time complement is
lower than the average of the comparator group. The ratio of part-time employees to full-time employees is higher than most of the comparator

group.

Taxation Levels

Among the comparator municipalities, residential taxes per household is at the bottom of the comparator group. Port Colborne has the lowest
residential median current value assessment of the comparator group.

Overall

The benchmarking and financial analysis highlights that Port Colborne is experiencing some financial challenges that will need to be addressed to
ensure financial sustainability over the long term. Consideration will need to be given to the City's service levels and wide range of delivered
municipal services.
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-@- Corporate Services Department
PORT COLBORNE Financial Services Division

Report Number: 2020-158 Date: November 9, 2020

SUBJECT: Approval of the 2019 Consolidated Financial Statements
1) PURPOSE:

The purpose of this report is to seek Council’s approval for the consolidated financial
statements for the year ended December 31, 2019 for the Corporation of the City of Port
Colborne.

2) BACKGROUND:

The Municipal Act, 2001, states that a municipality shall prepare financial statements for
each fiscal year. Management in accordance with Canadian public sector accounting
standards (PSAS) as recommended by the Public Sector Accounting Board (PSAB)
prepares the consolidated financial statements for the City. PSAB serves the public
interest by establishing standards and other guidance for financial reporting by all
Canadian entities in the public sector and by contributing to the development of
internationally accepted public sector financial reporting standards.

The consolidated statement of financial position; the consolidated statement of
operations; the consolidated statement of changes in debt; the consolidated statement
of cash flows; and notes to the consolidated financial statements, comprising a
summary of significant accounting policies, have been audited by the City’s auditor,
Grant Thornton.

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

The Auditor’s responsibility is to express an opinion on the consolidated financial
statements based on their audit fieldwork. Following completion of the audit fieldwork,
Grant Thornton stated, in their opinion, that “the accompanying consolidated financial
statements present fairly in all material respects, the financial position of the
Corporation of the City of Port Colborne as at December 31, 2018, and its results of
operations, its changes in its net financial assets, and its cash flows for the year ended
in accordance with Canadian public sector accounting standards”.

3) STAFF COMMENTS AND DISCUSSIONS:

A draft copy of the consolidated financial statements for the year ended December 31,
2019, is attached to this report as Appendix A — 2019 Consolidated Financial
Statements.

Financial Services, in preparing the financial statements, has historically and in the
current year utilized Grant Thornton to balance reserve transaction accounting, record
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post-employment benefits and sick leave liability as well as consolidated certain boards
and committees. The summation of these entries is recorded on page 7 of Appendix B —
Audit Strategy and Results. Page 8 of the same appendix identifies an uncorrected
misstatement for $111,000 for uncollectible taxes receivable. The auditors have
identified the allowance for uncollectable taxes may be too high. While the City
maintains all taxes are collectible if by no other means than through a tax sale of the
property, there are situations where the amount outstanding on the tax roll could be less
than the value of the property. The complexity with the Auditor's assessment that the
allowance may be overstated is the fact that quantifying the unknown is difficult at best.
Recognizing the balance suggested by the auditors is not significant to the point it
impacts the unqualified audit opinion management maintains, for the purpose of being
conservative in a situation where future results are not known, that the allowance
remains and has not been corrected.

Financial Services extends its appreciation to Peter Senese, the City’s now retired
Director, Corporate Services/Treasurer, for closing the books on the 2019 year and his
leadership in preparing the required working papers for the Auditors.

Staff highlight Appendix B — Audit Strategy and Results, also provides Council with:

¢ the auditors’ approach to the audit and how they tackled certain risks;

the current engagement letter;
e adraft independence letter;

e the management representation letter that staff are required to sign upon
approval of the consolidated financial statements;

e a letter of internal control with managements plan to address them going into
fiscal 2021; and

e upcoming audit and accounting developments.

The Financial Information Return (FIR) is being prepared at the time of writing this
report. The FIR is the main data collection tool used by the Ministry of Municipal Affairs
to collect financial and statistical information from municipalities. The FIR is a standard
document comprised of a number of schedules that are updated each year to comply
with current legislation and reporting requirements. It is possible when completing the
FIR that certain account groupings may change and, because the financial statements
and FIR need to match, the account groupings of revenue and expense on the financial
statements may change. There will be no change in the net financial results of the City
should any adjustment be required.

Looking forward, Financial Services will be making the following changes to the year-
end process:

e The accounts for 2020 will be closed effective January 22, 2021.
¢ Financial Services will prepare the consolidated financial statements by March 2,

2021 subject to entities such as the Airport and Business Improvement Area
(BIA) organizations doing the same. Financial Services will support these

Corporate Services Department, Financial Services Division, Report 2020-158 Page 2 of 3
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organizations, if necessary, to achieve this timeline.

e A year end surplus/deficit report will be prepared and provided to Council in
March 2021.

e The audit will follow thereafter depending on the schedule of the Auditors. The
goal will be to have the 2021 consolidated financial statements to Council in May
2021 with the FIR being filed at the same time.

4) OPTIONS AND FINANCIAL CONSIDERATIONS:

a) Approve the Consolidated Financial Statements

Council can approve the Consolidated Financial Statements report.
b) Not approve the Consolidated Financial Statements

Council may choose not to approve the Consolidated Financial Statements and request
that Grant Thornton review the financial results again. Council will need to provide clear
expectations for the additional review of the City’s finances and internal controls.

5) COMPLIANCE WITH STRATEGIC PLAN INITIATIVES:

An annual financial audit supports the City of Port Colborne in ensuring a transparent
and accountable financial reporting environment.

6) ATTACHMENTS:

Appendix A — Consolidated Financial Statements
Appendix B — Audit Strategy and Results

7) RECOMMENDATION:

That Council approve the Consolidated Financial Statements for the year ended
December 31, 2019.

8) SIGNATURES:

Prepared on October 30, 2020 by: Reviewed and respectfully submitted by:

Bryan Boles, MBA, CA, CPA C. Scott Luey
Director of Corporate Services / Chief Administrative Officer
Treasurer
Corporate Services Department, Financial Services Division, Report 2020-158 Page 3 of 3
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City of Port Colborne

Consolidated Statement of Financial Position

As at December 31, 2019

Financial assets

Cash and cash equivalents (Note 2)
Portfolio investments (Note 3)

Taxes receivable
User charges receivable
Other receivables

Liabilities
Payables and accruals
Other liabilities
Deferred revenue (Note 5)
Long term debt (Note 6)

Employee benefit obligations (Notes 7 and 16).

Net debt

Non-financial assets

Tangible capital assets (Note 8 andPages 28 and 29)

Prepaid expenses

Accumulated surplus (Noté 9)

2019

N
o
—
co

$ 1,204,986™$ 1,875,920
11,078,101, 10,862,711
3,513,508 .’ 2,892 409
zouﬁ s 2,051,944
3,568,442 2275109

' 21,339,293 19,958,093

6,535,178 5,663,370

1,492,806 1,241,039
1,998,845 868,226
27,385,177 28,878,592
9.125,300 8.514,300

46,537,306 45,165,527

(25,148,013) _ (25.207.434)

138,865,725 138,935,792
1,100,795 783,510

139,966,520 _ 139.719,302

$ 114,818,507 $ 114,511,868

Contingencies (Notes 20 and 21)
Commitments (Note 22)

Impacts of COVID-19 and subsequent events (Note 25)

Approved by

Director of Corporate Services

Chief Administrative Officer

See accompanying notes to the consolidated financial statements
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City of Port Colborne

Consolidated Statement of Operations

For the Year Ended December 31, 2019

Revenues other than revenues related
to tangible capital assets
Taxation (Note 11)
User charges (Note 13)
Government transfers (Note 14)
Other (Note 15)

Expenses
General government
Protection to persons and property
Transportation services
Environmental services
Health services
Social and family services
Recreation and culture services |
Planning and development

Annual deficit before Fevenqés
related to tangible capital assets

Revenues related to tangible capital assets
Governmentitransfers (Note 14)

Other (Note,15)
Gain on'disposal of tangible capital assets

Annual surplus

Accumulated surplus (Note 9)
Beginning of year

End of year

Budget
2019
(Note 24)

Actual
2019

f

Actual
2018

)
i

$ 18,630,708 §$ 181668,245”°% 17,736,188

14,109,670 . 13,5341165  12,245372
3,140,405 ‘:.‘;4,'074;"813 3,389,742
959,980 11,717.620 2.434.486
36,840.763 ‘ 37,994,843 35,805,788
4,432,927 5,391,159 4,478,820
4,307,043 4,500,462 4,442 598

% 6,716,316 7,628,261 6,849,152
+ 10,951,877 10,802,676 9,973,533
159,877 187,866 196,944
50,000 47,635 40,970
8,411,278 8,941,897 8,842,724
2.055,921 2,007,789 1,997.418
37,085,239 39,407,745 36,822,159
(244 476) (1,412,902) (1,016,371)
2,289,435 1,201,388 1,919,773
302,900 402,359 252,571

i 115,794 39,943

2,592,335 1,719,541 2212287
2,347,859 306,639 1,195,916
114,511,868 _ 114,511.868 _ 113,315,952

$ 116,859,727

$ 114,818,507 $ 114,511,868

See accompanying notes to the consolidated financial statements.
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City of Port Colborne

Consolidated Statement of Changes in Net Debt
For the Year Ended December 31, 2019

Budget Actual Actual
2019 2019 2018
(Note 24)
Annual surplus $ 2347859 § 306,63% $% 1,195,916
Amortization of tangible capital assets 5,509,019 5,5116,9!%7 - 5,380,357
Write-down of tangible capital assets - [ % §F 14,598
Acquisition of tangible capital assets (7,146,232) (5&9?}476) (4,971,439)
Proceeds on sale of tangible capital assets - | 272,350 75,842
Gain on disposal of tangible capital assets - L (115,794) (39.943)
710,646, + 376,706 1,655,331
Acquisition of prepaid expenses £ (317,285) (167.778)
Decrease in net debt W 710,646 59,421 1,487,553
Net debt v )

Beginning of year LY "‘ (25,207.434) (25,207,434) _ (26,694,987)
End of year _ ) | $ (24,496,788) $ (25,148,013) $ (25,207,434)

See accompanying notes to the consolidated financial statements.
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City of Port Colborne

Consolidated Statement of Cash Flows
For the Year Ended December 31, 2019

2019 2018
Increase (decrease) in cash and cash equivalents
Operating activities Y,
Annual surplus $ 306,639 .$ 1,195,916
Non-cash items: & L7
Amortization of tangible capital assets P "5',5‘1 0,987 5,380,357
Write-down of tangible capital assets . | 7. 14,598
Gain on disposal of tangible capital assets | (115,794) (39,943)
Increase in taxes receivable : " (621,099) (381,318)
Decrease (increase) in user charges receivable 27,688 (194,782)
(Increase) decrease in other receivables ; T ' (1,293,333) 1,110,757
Increase (decrease) in payables and accruals ‘ - 871,808 (3,426,277)
Increase in other liabilities 251,767 199,463
Increase in deferred revenue ‘ 1,130,619 444 307
Increase in prepaid expenses ; (317,285) (167,.778)

5,751,997 4,135,302

Capital activities [ %
Proceeds from disposal of tangible.capital assets 272,350 75,842
Acquisition of tangible capital assets (5,597 .476) (4,971.439)

{5.325,126) (4,895.597)

Financing activities

Repayment of construction loan - (5,245,000)
Issue of Jong term debt E 6,145,000
Repayment of long term debt (1,503,637) (1,821,667)
Issue of.capital lease obligation 94,443 140,657
Repayment of capital lease obligation (84,221) (26,843)
Increasein employee benefit obligation 611.000 249600
(882.415) (558.253)
Investing activities
(Purchase) disposal of portfolio investments, net (215,390) 1,370,010
Net (decrease) increase in cash and cash equivalents (670,934) 51,462

Cash and cash equivalents (Note 2)
Beginning of year 1,875,920 1,824,458

End of year $ 1,204986 $ 1,875,920

See accompanying notes to the consolidated financial statements.



City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

1.

Significant accounting policies

Management responsibility

The consolidated financial statements of the City of Port Colborne (“Municipality”) are the
responsibility of and prepared by management in accordance with Canadian public sector
accounting standards. The preparation of the consolidated financial statements necessarily
involves the use of estimates based on management's judgment, particularly'when transactions
affecting the current accounting period cannot be finalized with certainty until future periods.

The significant accounting policies used are as follows:

(a)

(b)

(c)

(d)

{

Reporting entity
The consolidated financial statements reflect the financial assets, liabilities, non-financial
assets, revenues, expenses and changes in accumulated;surplus of the reporting entity.
The reporting entity is comprised of all organizations and enterprises accountable for the
administration of their affairs and resources to the Municipality and which are owned or
controlled by the Municipality. In addition to general government tax-supported operations,
they include the following: (

Port Colborne Public Library Boart

Port Colborne Downtown'Deyvelopment Board

Port Colborne Main Street Business Improvement Area
Interdepartmental and organiiaiionél transactions and balances are eliminated.
The following joint local beard is proportionally consolidated:

Niagaré Central Airport Commission (Joint Board)
Related party transactions are eliminated (Note 17).

The sf-at_ements exclude trust assets that are administered for the benefit of external parties
(Note:18):

Basis of accounting

Sources of revenue and expenses are reported on the accrual basis of accounting. The

‘accrual basis of accounting records revenues in the period they are earned and measurable

and expenses in the period the goods and services are acquired and a liability is incurred.
Cash and cash equivalents

Cash and temporary investments include cash on hand, balances with banks and
guaranteed investment certificates that mature within one year.

Portfolio investments

Portfolio investments are valued at the lower of cost and market value. Interest income is
reported as revenue in the period earned.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

(e)

(f)

(9)

(h)

Significant accounting policies (continued)
Deferred revenue

Resources restricted by agreement with an external party are recognized as revenue in the
entity's financial statements in the period in which the resources are used for the purpose or
purposes specified. An externally restricted inflow received before this criterion has been
met is recorded as a liability until the resources are used for the purpose or purposes
specified. .

Employee future benefits { g

The present value of the cost of providing employees wuth fufure benefit programs is
expensed as employees earn these entitlements through servlce 4

Contaminated sites liability

Contaminated sites are a result of contamination be‘fng introduced into air, soil, water or
sediment of a chemical, organic or radioactive material or live organism that exceeds an
environmental standard. The liability is recorded net of any expected recoveries. A liability
for remediation of contaminated sites is recognlzed when a site is not in productive use and
all the following criteria are met:

° an environmental standard exists:

° contamination exceeds the environmental standard;
o the Municipality: :
° is directly responsible; or
° accepts responsibility;
° it is expected that future economic benefits will be given up; and
. a reasonable-estimate of the amount can be made.

The liabjlity is recognized as management's estimate of the cost of post-remediation
including eperation, maintenance and monitoring that are an integral part of the remediation
strategy for a contaminated site.

Tangib'ié capital assets

Tangible capital assets are recorded at cost. Cost includes all directly attributable expenses
in the acquisition, construction, development and/or betterment of the asset required to
install the asset at the location and in the condition necessary for its intended use.
Contributed tangible capital assets are capitalized at their estimated fair value upon
acquisition. The Municipality does not capitalize interest as part of the costs of its capital
assets.

Works of art for display in municipal property are not included as capital assets. The works
of art are held for exhibition, educational and historical interest. Such assets are deemed
worthy of preservation because of the social rather than financial benefits they provide to the
community. The cost of art is not determinable or relevant to their significance. No
valuation of the collection has been conducted or disclosed in the consolidated financial
statements.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

(h)

(i)

)

Significant accounting policies (continued)
Tangible capital assets (continued)

Leases are classified as capital or operating leases. Leases that transfer substantially all
benefits incidental to ownership are accounted for as capital leases. All other leases are
accounted for as operating leases and the related lease payments are charged to expenses
as incurred.

Amortization is calculated on a straight-line basis to write-off the net ’cos.f of each asset over
its estimated useful life for all classes except land. Land is considered ta have an infinite life
without amortization. Residual values of assets are assumedtg be zero with any net gain or
loss arising from the dlsposal of assets recognlzed in {the| consolidated statement of
operations as “other revenue”. Half-year amortization is charged in the year of acquisition
and disposal. Assets under construction are not amortized until the asset is available for
productive use. € . ¢

Amortization is based on the following classifications and useful lives:

Classification Useful Life
Land improvements Ve 10-100 years
Buildings ¢ N 20-50 years
Leasehold lmprovements § 20-50 years
Vehicles . 10-20 years
Office equipment and furniture and fixtures 5-10 years
Machinery and equlpment 3-30 years
Infrastructure 10-100 years

Subdivision infrast_ru_c_:t'ure

Subdivision streets, lighting, sidewalks, drainage and other infrastructure are required to be
provided:: by subdivision developers. Upon completion they are turned over to the
Municipality.and recorded as tangible capital assets. The Municipality is not involved in the
construction.

Revenue recognition

i) Taxation

Property tax billings are prepared by the Municipality based on assessment rolls issued by
the Municipal Property Assessment Corporation (*MPAC"). Tax rates are established
annually by Council, incorporating amounts to be raised for local services and amounts the
Municipality is required to collect on behalf of the Province of Ontario in respect of education
taxes. Realty taxes are billed based on the assessment rolls provided by MPAC. Taxation
revenues are recorded at the time tax billings are issued.

A normal part of the assessment process is the issue of supplementary assessment rolls
which provide updated information with respect to changes in property assessment.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

1.

(1))

(k)

U

(m)

(n)

Significant accounting policies (continued)
Revenue recognition (continued)

i) Taxation (continued)

Once a supplementary roll is received, the Municipality determines the taxes applicable and
renders supplementary tax billings. Assessments of the related property-taxes are subject
to appeal. Any supplementary billing adjustments made necessary by the détermination of
such changes will be recognized in the fiscal year they are determmed and the effect shared
with the school boards, as appropriate. = §

ii)  User charges = |

User charges are recognized when the services are performed or goods are delivered and
there is reasonable assurance of collection.

iii) Government transfers ‘

Government transfers received are recognized in the' ftnanCIaI statements as revenue when
the transfers are authorized and all eligibility criteria have been met except when there is a
stipulation that gives rise to an obligation that meets'the definition of a liability. In that case,
the transfer is recorded as a liability and re¢ognized as revenue as the stipulations are met.
Government transfers to individuals and-oether entities are recognized as an expense when
the transfers are authorized and all eligibility criteria have been met.

iv) Other
Other revenue is recorded when it IS earned and collection is reasonably assured.

Reserves for future exp‘enses ;

Certain amounts, as approved by Municipal Council, are set aside in reserves and reserve
funds for future operating and capital expenses.

Local improvements

The I\;’iuﬁibipg]ity records capital expenses funded by local improvement agreements as they
are incurred. Revenues are recognized in the year they become payable,

‘Regi’on and school board transactions

The taxation, other revenues, expenses, assets and liabilities with respect to the operations
of the school boards and the Region of Niagara are not reflected in the accumulated surplus
of these consolidated financial statements.

Use of estimates

The preparation of financial statements in accordance with Canadian public sector
accounting standards requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. Two
areas in which management make estimates are with regards to an allowance for
uncollectible taxes receivable and obligations for employee benefits.

10
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City of Port Colborne

Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2019

2. Cash and cash equivalents

Cash on hand
Bank balances

2019 2018

$ 3,950 $ 3,950
1,201,036 1,871,970

$ 1,204,986 $ 1,875,920

3. Portfolio investments

Guaranteed investment certificates carry an

maturity dates ranging from June, 2020 to June, 2021.

Carrying value approximates market value.

effective interest rate from 1 90% to 3.15% and
Interest is “réceivable on maturity.

4, Bank indebtedness

An operating line of credit of $ 4,000,000 has been established with the CIBC, of which $ Nil (2018
- $ Nil) was used at December 31, 2019. An executed borrowing by-law in form and content
satisfactory to CIBC is in effect to a limit of $ 4000 000. Interest is calculated at prime minus
0.50%. Overdrafts outstanding under the hne of. credit are converted to a promissory note at the

CIBC's request which has not been enacted. |

5. Deferred revenue

Development Charges Act

Parkland

Federal gas tax

Ontario Community Infrastructure Fund

2019 2018

$ 171,705 $ 214,962
259,104 159,078
1,192,893 430,871
375,143 63,315

$ 1,998,845 $ 868,226

11
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City of Port Colborne

Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2019

5. Deferred revenue (continued)

The continuity of deferred revenue is made up of the following:

2019 2018
Balance, beginning of year $ 868,226 $ 423,919
Contributions from oy )
Parkland 169,046 60,345
Interest earned /25,2447 8,650
Government transfers received A V¢
Federal 11,153,086 586,822
Provincial 404,300 61,600
1.751.676 717,417
Utilized for
Tangible capital asset acquisitions (476,944) (265,000)
Operations (144,113) (8.110)
(621,057) (273.110)
Balance, end of year $ 1,998,845 % 868,226
6. Longtermdebt _ 2019 2018
(a) The balance of net Iong-”term debt reported on the
consolidated statement of financial position
made up of thelfollowing:
The Muﬁié:ip_ality has assumed responsibility for the
payment, of principal and interest charges on
certainslong term debt issued by the Region of
Niagara. At the end of the year, the outstanding
principal amount of this debt is $ 27,245,627 $ 28,749,264
Capita[ lease obligations 139,550 129,328
Net long term debt $ 27,385,177 $ 28,878,592
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

6. Long term debt (continued)

(b) The net long term debt is made up of the following:

Debenture
Number

67-2009

73-2010

46-2013
47-2013

48-2013

75-2015
94-2015
35-2016
64-2017

65-2017
11-2018

12-2018

Purpose

Vehicles and
Equipment

City Hall, Marina,
Main St. CIP and
Fire Vehicle

Health &

Wellness Centre
Roads and Fire
Dept.

Skatepark, Fuel
Tanks and Op.
Centre Design
LED Street Lights
and Water Meters
Fire Tanker and
Watermains

Fire Truck
Operations Centre
East Side R
Employment Lands
Operations:Centre’
Nickel St Storm
Sewer ©

Marina Lift

and Water Meters

« Leased Vehicles
‘and Equipment

Interest
Rates

1.15 t0 4.80%

1.60 to 4.65%
2.67%

3.37%

3.70% |
1.15 to 2:80%
3.46%, "

1,20 to 1.60%

8.22%

3.43%
3.56%
3.18%

Various

Maturity
Dates

2019

2020

2023

2083,

2043

2025

2035

2021

2037
2047

2048

2028

2020-2023

2019 2018

$ , $f‘ ' 54,000
L 690)040 888,794
(121,588 1,448,760
596,290 630,665
1,639,212 1,682,383
1,711,000 1,977,000
1,794,876 1,877,645
120,651 179,730
416,805 433,668
13,233,254 13,511,275
5,341,178 5,447,991
560,733 617,353
139,550 129,328

$ 27,385177 $ 28,878,592

(c) “Principal repayments in each of the next five years are due as follows:

(d) The Municipality paid $ 961,298 (2018 - $ 919,299) interest on long term debt during the

year.

2020
2021
2022
2023
2024

$

2,049,292
1,353,380
1,323,744
1,166,372
1,028,794

13

100



City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

7. Employee benefit obligations 019 2018
Workplace Safety and Insurance Board future benefits $ 2,272,200 $ 1,899,500
Vested sick leave benefits 306,200 264,400
Retirement benefits 6,546,900 6,350,400
9,125,300~ 8,514,300
Less: Sick leave funded by reserve (20439) .  (20.225)

(a)

$ 9,104,861.5 8494075

K

Workplace Safety and Insurance Board future benefits

The City of Port Colborne is a Workplace Safety and Insurar:ce‘ Board ("WSIB") Schedule 2
employer. o

In 2019, an actuarial estimate of future liabilitiesshas been completed and forms the basis
for the estimated liability reported in these financial, statements. During the year $ 35,459
(2018 - § 35,916) was paid by the City to the'\WWSIB in relation to these benefits.

The accrued benefit obligation at Decgmber 31, 2019 of $ 2,272,200 (2018 - $ 1,899,500)
was determined by an actuarial valuation using a discount rate of 2.90% (2018 - 3.30%).

The most recent actuarial valuqtiori'was':prepared at December 31, 2019.
- |
The main actuarial assumptions employed above are as follows (where applicable):
0) Interest (discount).rate
7 5

The obligations as _at December 31, 2019 of the present value of future liabilities were
determined using a discount rate of 2.90% (2018 - 3.30%).

(i), Future benefit indexing rate
The.rates used for loss of earnings benefits and pension and survivors benefits are

a_lssumed to be 2.00% per annum. The rate for health benefits is assumed to be 4.00% per
annum.

14
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

7. Employee benefit obligations (continued)

(a) Workplace Safety and Insurance Board future benefits (continued)

2019 2018

Accrued benefit obligation .
Beginning of year $ 1,899,500 3% 1,874,000
Benefit payments (378,29@') ) (88,900)
Current service cost 706,500 87,500
Interest cost (72,400 54,900
Amortization of actuarial gain . %.(28,000) (28.000)

$ 12,272,200 $ 1,899,500

Funded status :
Deficit & ¥ $ 2,363,900 $ 1,675,100
Unamortized actuarial (loss) gain . ' (91,700) 224 400

$ 2,272,200 $ 1,899,500

The net benefit expense is as follows: |

Current service cost . $ 706,500 $ 87,500
Interest cost _ 72,400 54,900
Amortization of actuarial gain (28,000) (28.000)

$ 750,900 $ 114,400

(b) Vested sick leave benefits

Under, the sick leave benefit plan for employees of the Port Colborne Firefighters'
Association, sick leave can accumulate and employees may become entitled to a cash
payment.upon leaving the Municipality's employment.

The'aécr'ued benefit obligation at December 31, 2019 of $ 306,200 (2018 - $ 264,400) was
determined by an actuarial valuation using a discount rate of 2.90% (2018 - 3.40%).

The most recent actuarial valuation for the vested sick leave was prepared at
December 31, 20189.

The main actuarial assumptions employed for the vested sick leave and retirement benefits
valuations above are as follows (where applicable):

(i) Interest (discount) rate

The obligations as at December 31, 2019 of the present value of future liabilities were
determined using a discount rate of 2.90% (2018 - 3.40%).

(i) Salary increase rate

The rate used to increase salaries is assumed to be 3.00% per annum. This rate reflects
management’s best estimate of future salary increases.

15
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

(b)

()

Employee benefit obligations (continued)

Vested sick leave benefits (continued)

2019 2018
Accrued benefit obligation

Beginning of year $ 264,400 "$ 253,500
Benefit payments (18 300) . (22,700)
Current service cost 28,700 " 26,400
Interest cost 10, 800 p 8,800
Plan amendment '. 18, 300 -
Amortization of actuarial loss (gain) S %2300 (1,600)

$ | 306,200 $ 264,400

Funded status . &
Deficit & $ 342,900 $ 255,300
Unamortized actuarial (loss) gain % (36.700) 9.100

$ 306,200 5 264,400

The net benefit expense is as follows: |
Current service cost N4 ; $ 28,700 $ 26,400

Interest cost - 10,800 8,800
Plan amendment ! 18,300 -

Amortization of actuarial Io_sé"(gain) ‘ 2,300 (1,600)
\ $ 60,100 $ 33,600

During the year $ "Nil (2018 - $ Nil) was paid to employees who left the Municipality's
employment. The Municipality has set aside $ 20,439 (2018 - $ 20,225) in a reserve.

Retire’hﬁ‘éht beneﬁts

The City of Port Colborne pays certain retirement benefits on behalf of its retired employees.
The City of Port Colborne recognrzes these retirement costs in the period in which the
employees rendered the services. The plan is substantially unfunded and requires no
gontributions from employees.

The accrued benefit obligation at December 31, 2019 of $ 6,546,900 (2018 - $ 6,350,400)
was determined by an actuarial valuation using a discount rate of 2.90% (2018 - 3.40%).

The City's obligation under the retirement provision of employment agreements will be
funded out of current revenue. During the year benefit payments of $ 362,000 (2018 -
$ 344,900) were paid to retirees.

Actuarial valuations for accounting purposes are performed every three years using the
projected benefit method, pro-rated on service. Under this method, the projected retirement
benefits are deemed to be earned on a pro-rata basis over the employee’s years of service.

The most recent actuarial valuation for the retirement benefits was prepared at
December 31, 2019.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

(c)

Employee benefit obligations (continued)
Retirement benefits (continued)

The main actuarial assumptions employed for retirement benefits valuation above are as
follows (where applicable):

(i) Interest (discount) rate

The obllgatlons as at December 31, 2019 of the present value of future Ilabllmes were
determined using a discount rate of 2.90% (2018 - 3.40%).

(ii) Medical costs \

Drug costs were assumed to be 7.48% in 2019 and decrease 0/175% per year until 2036
when the rate will be 4.50% and continue thereafter.

Vision costs were assumed to be 1.75% in 2019 and decrease 0.25% per year until 2026
when the rate will be 0% and continue thereafter.

Other health costs were assumed to be 4.50% in 2019 and continue thereafter.
(i) Dental costs (7 -

Dental costs were assumed to be 5.44% in 2019 and decrease 0.1875% per year until 2024
when the rate will be 4.50% and continue thereafter.

2019 2018

Accrued benefit obllgatlon
Beginning of year - $ 6,350,400 $ 6,137,200
Benefit payments == (362,000) (344,900)
Current service cost 329,100 319,600
Interest cost’ 216,800 217,800
Amortization of actuarial loss 12,600 20,700

$ 6,546,900 $ 6,350,400

Funded status
Deficit $ 6,915600 $ 6,450,800

Unamortized actuarial loss (368,700) (100.400)

$ 6,546,900 $ 6,350,400

The net benefit expense is as follows;

Current service cost $ 329,100 % 319,600
Interest cost 216,800 217,800
Amortization of actuarial loss 12,600 20,700

$ 558,500 5 558,100
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City of Port Colborne

Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2019

8. Tangible capital assets

Net book value
Land
Land improvements
Buildings
Leasehold improvements
Vehicles
Office equipment and furniture and fixtures
Machinery and equipment
Infrastructure

Assets under construction

019 2018

$ 5617498 $ 5628931
9,775,740 10,001,091
43,367,263 44,815,132

321,492~ 297,708
2,255,872 % 2,484,188
1,128,314 1,158,646
2,809,474 , 2,828,723

72,347,407 __ 58,850,553
| 137,623,060 126,064,972

1.242 665 12,870,820

) $‘138,865,725 $ 138,935,792

9. Accumulated surplus

Consists of:
Surpluses (deficits)
Operating ‘S
Port Colborne Public Library Board
Port Colborne Downtown Development Board
Port Colborne Main-Street Business Improvement Area
Niagara Central Airport Commission (Note 17)

Investment in tangible capital assets
Unfunded liabilities

L'ong term debt
Employee benefit obligations

Reserves and reserves funds (Note 10)

2019 2018

$ (5,342,748) $ (4,248,793)

40,872 35,440

44,708 35,324

29,777 23,927
(33,273) (59.786)

(5,260.664) (4,213.888)

138,865,725 _ 138935792

(27,385,177)  (28,878,592)
(9.125,300) __(8,514,300)

(36,510,477) _ (37.392,892)

17,723,923 17.182,856

$ 114,818,507 $ 114,511,868
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City of Port Colborne

Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2019

10. Reserves and reserve funds 2019 2018
Reserves set aside for specific purposes by Council
Working capital $ 692,322 $ 703,010
Recreation programs and facilities 393,363 529,682
Acquisition of capital assets 2,299,087 2,559,310
Library 27,497 15,298
Museum 27,149 25,220
Transit 29,578 53,504
Election expense 37,582 31,235
Administration costs 2,609,873 1,431,747
Airport %, 48,661 48,499
Cemetery . 40,579 16,978
Wastewater operations | /685,796 873,527
Water operations ~ 611,981 824 571
Total reserves 7,503,468 7.112.581
Reserve funds set aside for specific purposes
by Council or agreement
Acquisition of fixed assets 7,920,321 7,665,122
Accumulated sick leave and disability 20,439 20,225
Administration costs : ' 885,700 1,147,059
Grain elevator property 1,090,289 990,513
Community centre , 170,330 139,423
Library 113,288 88,055
Transit A 20.088 19.878
Total reserve funds 10,220,455 10,070,275
Total reserves and reserve funds $ 17,723,923 $ 17,182,856
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

11. Taxation Budget Actual Actual

2019 2019 2018

Real property $ 37,582,759 $ 36,082,522
From other governments

Payments in lieu of taxes 447 461 539,556

38,030,220 . 36,622,078

Less: taxation collected on behalf of (Note 12):
Region of Niagara 14,107,998 13,654,742
School boards . 5,253,977 5,231.148

19861,975 _ 18.885.890

Net taxes available for municipal purposes Tt $ 18,668,245 § 17,736,188
Residential, multi-residential and farm $ 14.,346',‘539 $ 14,396,190 $ 13,631,446
Commercial and industrial 4,284 169 4,272,055 4104742

Net taxes available for municipal purposes $ ; ;i'8,630.708 $ 18,668,245 $ 17,736,188

12. Collections for the Region 'olf Niagara and school boards

Total taxation and develqpmerft charges received or receivable on behalf of the Region of Niagara
and the school boards were as follows:

2019 2018
Region of Niagara $ 14,107,998 $ 13,654,742
School boards 5,253,977 5231.148

$ 19,361,975 $ 18,885,890

The M.urﬁcipaﬁty is required to levy and collect taxes on behalf of the Region of Niagara and the
school boards. The taxes levied over (under) the amounts requisitioned are recorded as accounts
payable (receivable).
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

13. User charges Budget Actual Actual
2019 2019 2018
Operating
Fees and service charges $ 3593957 $ 3,921,157 $ 3,068,685
Direct water billings 5,028,220 4,636,417 4,625,607
Wastewater surcharges 5,487,493 4,976,591 4,551,080
‘1

$ 14109670 $ 13,534465N8 12,245 372

14. Government transfers Budget { ‘Actual Actual

2019 L 2019 2018

Operating .
Government of Canada $ 90,684 | §$' 148,101 § 14,351
Province of Ontario 3,049,721 3,921,712 3,375,391
Municipal - - 5,000 -
1 5. 3,140,405 4,074,813 3,389,742

Capital & § "

Government of Canada X 714,595 951,671 265,000
Province of Ontario . Y 1,574,840 249,717 766,614
Municipal ‘ - - 888,159
2,289.435 1,201,388 1,919,773

$ 5429840 $ 5,276,201 $§ 5309515
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

15. Other revenue Budget Actual Actual
2019 2019 2018
Operating
Penalties and interest on taxes $ 410,000 $ 506,320 $ 456,253
Fines 18,000 46,685 17,870
Interest income 26,000 47,437 36,598
Licences and permits 267,570 346,632 . 296,227
Rental income 64,910 65,010 61,054
Investment income — reserves an V'
and reserve funds . { 258,919 215,757
Contributions from developers - 7 47,833 8,110
Transfer from trust funds 4000 % | 5,443 3,928
Donations 105,200 | 124,420 117,789
Proceeds from sale of road allowances $ - - 564,023
Other 64,300, o 267,921 656,877
/959,980 1.717.620 2434486
Capital |
Donations ., 10,000 183,751 212,801
Other A0 292900 218,608 39.770
302,900 402,359 252 571

$ 1262880 $ 2,119,979 $§ 2,687,057

16. Pension agreements

The Municipality makes contributions to the Ontario Municipal Employees Retirement System
("OMERS")pwhich is a multi-employer plan, on behalf of the members of its staff. The plan is a
defined benefit plan that specifies the amount of the retirement benefit to be received by the
employees:based on the length of service and rates of pay. Employees and employers contribute
jointly to'the plan.

Since, OMERS is a multi-employer pension plan, the Municipality does not recognize any share of
‘the pension plan surplus of $ 1.5 billion (2018 - § 2.8 billion deficit) based on the fair market value
ofithe plan's assets, as this is a joint responsibility of all Ontario municipal entities and their
employees. Contributions were made in the 2019 calendar year at rates ranging from 9.0% to
15.8% depending on the member's designated retirement age and level of earnings. Employer
contributions for current and past service are included as an expense in the consolidated
statement of operations. Employer contributions to OMERS for 2019 current and past service
was $ 933,094 (2018 - $ 862,723) and were matched by employee contributions in a similar
amount.
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City of Port Colborne

Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2019

17. Niagara Central Airport Commission

The Niagara Central Airport Commission operates a two runway airport offering a year round fixed
base operation. The Commission is funded by the four nearby municipalities, City of Welland,
City of Port Colborne, Town of Pelham and the Township of Wainfleet. The City of Port Colborne
has a non-controlling interest in the airport of 19% (2018 - 19%) based on population.

The following table provides condensed supplementary financial informatiqfh for the Niagara

Central Airport Commission:

Financial assets
Cash and cash equivalents
Receivables

Liabilities
Accounts payable and accrued liabilities
Loans payable
Capital lease obligation

Net debt

Non-financial assets
Prepaid expenses
Fuel inventory
Tangible capital assets

Accumulated sdrblus
i
Accumulated surplus consists of:
Operating deficit
Reserves
Investment in tangible capital assets

Revenues
Grants
Fuel, rentals and other
Interest

Expenses

Annual deficit

20197 2018

| 228562 $ 284,481
43,073 46,129
271,635 330,610
44,734 223,722
365,423 399,790
47.473 54,222
457,630 677.734
(185,995) (347.124)
1,354 1,354
25,685 47272
1,492,862 1,636,642
1,519,901 1,685.268
1,333,906 $ 1,338,144
(175120) $  (314,662)
16,164 16,164
1,492,862 1,636,642
1,333,906 $ 1,338,144
167,510 $ 115,761
120,047 91,981
571 1,138
(292,366) (220,757)
(4,238) $ (11,877)
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

17. Niagara Central Airport Commission (continued)

The financial position information is as reported by the Niagara Central Airport Commission as at
December 31, 2019 and the results of operations are as reported for the year ended
December 31, 2019. The comparative financial position and results of operations figures are as
reported by the Niagara Central Airport Commission at December 31, 2018.

The Municipality has recorded in the financial statements its 19% (2018 - {19%), share of the
Niagara Central Airport Commissions’ assets, liabilities, accumulated=surplus, revenues,
expenses, and annual surplus. .

The following summarizes the Municipality's related party transactions wnth the Niagara Central
Airport Commission for the year. All transactions are in the normal course-of operations, and are
recorded at the exchange value based on normal commercial rates -or as agreed to by the
parties.

2019 018
Government transfers " " $ 31,827 $ 21,995
Interest ‘ 3,014 1,750

Loan, bearing interest of 3.5% per annum repayabie in

annual instalments of $ 6,012, commencing June 15, 2018 $ 41,327  § 45,738
Loan, bearing interest of 4.3% per annum repayable in

annual instalments of $ 4,113, commencmg August 24,2019 30,170 32,870

$ 71,497 § 78,608

18. Trust funds

Trust funds administered by the Municipality amounting to $ 447,832 (2018 - $ 430,858) have not
been mciuded in the consolidated statement of financial position nor have these operations been
included in the consolidated statement of operations.

19, "Subdividers' deposits

The Municipality holds bank letters of credit as security to ensure the provision of subdivision
services and the completion of contracts.

019 018
Letters of credit, beginning of year $ 1,448,750 $ 1,637,354
Net deletions (290,654) (188,604)
Letters of credit, end of year $ 1,158,096 § 1,448,750
These letters of credit are not reflected in the accounts.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

20. Contingencies

The Municipality is involved from time to time in litigation, which arises in the normal course of
business. In respect of any outstanding claims, the Municipality believes that insurance coverage
is adequate and that no material exposure exists on the eventual settlement of such litigation,
therefore no provision has been made in the accompanying financial statements.

21. Liabilities for contaminated sites ‘f

The Municipality reports environmental liabilities related to the management and remediation of
any contaminated sites where the Municipality is obligated or Ilkefy bbllgated to incur such costs.
The Municipality has identified one property where environmental assessments have indicated soil
contamination exceeds environmental standards. A reasonable estimate of any liability cannot be
made as the Municipality has not determined how the property wnll be used, therefore, no liability
has been recognized. ; )

The Municipality’s ongoing efforts to assess contaminated sités may result in future environmental
remediation liabilities related to newly identified sites, or changes in the assessments or intended
use of existing sites. Any changes to the Municlpalltys liabilities for contaminated sites will be
accrued in the year in which they are assessed as ‘hke[y and reasonably estimable.

¥ &

22, Commitments W ¢ y "’
Tax increment based grants|

The Municipality has cdmmitfﬁents for tax increment based grants with various expiry dates up to
2024, There are currently five signed agreements with a term spanning ten years each. At
December 31, 2019, the total amount remaining to be paid from these agreements is $ 103,571
with the total commitmient for each of the next five years as follows:

2020 $ 33,722
2021 33,722
2022 32,520
2023 2,405
2024 1,202

23. Comparative figures

Certain of the comparative figures have been reclassified to conform with the consolidated
financial statement presentation adopted for the current year.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

24, Budget

The budget bylaw adopted by Council January 21, 2019 was not prepared on a basis consistent
with that used to report actual results in accordance with Canadian public sector accounting
standards. The budget was prepared on a modified accrual basis while Canadian public sector
accounting standards require a full accrual basis. As a result, the budget figures presented in the
consolidated statement of operations and consolidated statement of changes in net debt
represent the budget adopted by Council with the following adjustments:

Budgeted annual surplus ) ‘ $ ' 7,515
Add: ~\ )
Acquisition of tangible capital assets S 1 ™ 7,146,232
Repayment of long term debt 7 1,422,546
Less:
Transfers (to) from reserves, net & i (719,415)
Amortization of tangible capital assets A T (5,509.019)
%
Budgeted surplus per consolidated statement of operations $ 2,347,859

25. Impacts of COVID-19 and subsequen'f events

Since December 31, 2019, the spread of COVID 19 has severely impacted many local economies
around the globe. In many countries including Canada, businesses are being forced to cease or
limit operations for long or indefinite periods of time. Measures taken to contain the spread of the
virus, including travel bans, glararitines, social distancing, and closures of non-essential services
have triggered signifigant disruptions to businesses worldwide, resulting in an economic
slowdown. Global stock markets have also experienced great volatility and a significant
weakening. Governments=“and central banks have responded with monetary and fiscal
interventions to stabilize economic conditions. The Municipality's management is anticipating that
the pandemic will not have a significant impact on its operations.

The Mun|0|pahty has not identified any events related to the COVID-19 pandemic which were
determinéd to be subsequent events, and therefore there has been no impact on the financial
posmon and results of operations as of and for the year ended December 31, 2019.

The duration and impact of the COVID-19 pandemic, as well as the effectiveness of government
and central bank responses, remains unclear at this time. It is not possible to reliably estimate the
duration and severity of these consequences, as well as their impact on the financial position and
results of the Municipality for future periods.
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City of Port Colborne

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2019

26. Segmented reporting

The Municipality is a diverse municipal government that provides a wide range of services to its
citizens. Segmented information has been identified for the service lines that reflect the way in
which the operations are managed and resource needs are identified and budgeted. Municipal
activities are reported by function in the body of the financial statements.

Certain departments that have been separately disclosed in the segmented. |nformat|0n along
with the services they provide, are as follows:

o
General ‘-

The general provision of municipal services includes general ‘government, fire services,
transportation services, storm sewer services, planning and development facilities, parks and
cemeteries.

Water

The water operations install and maintain water capi’ial infré’sfructure to ensure the safe supply,
metering and cost recovery for all treated water to serviced areas within all urban and settlement
areas of the Municipality.

Wastewater ) '

The wastewater operations install and '-maif'i’tain wastewater capital infrastructure and recover
costs of providing this service within @ll urban and settlement areas of the Municipality.

Port Colborne Public Library,'Boa'i'd-

The Port Colborne Pulqlic- Library'Board provides library services, materials and facilities. The
Municipality controls the: board. and consolidates the financial activities.

For each répbrt_ed_ segment, revenues and expenses represent both amounts that are directly
attributable to'the 'segment and amounts that are allocated on a reasonable basis.

The atcolnting policies used in these segments are consistent with those followed in the
preparation of the consolidated financial statements as disclosed in Note 1. The consoclidated
schedule of segment disclosure and the schedules of segment disclosure with budget information
follow the notes.
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City of Port Colborne

Consolidated Schedule of Tangible Capital Assets

For the Year Ended December 31, 2019

Land Buildings and Furniture.and, Construction
Land Improvements Leaseholds Vehicles Equipment .. Infrastructure in Process 2018
Cost L7
Beginning of year § 5,628,931 $§ 18,282,161 § 59,644,455 & 5115983 § 8687275 $ 111837553 § 12,870,820 $ 222,067,178
Additions - 350,749 267,621 91,484 65&,810 15,860,967 1,249,103 18,474,734
Disposals (11,433) (7.747) (9,465) (162,3095 . (228,975) (626,993) (12,877,258) (13,924,180)
End of year 5,617,498 18,625,163 59,902,611 5,045,158 9,113,110 127.071,527 1,242 665 226,617,732
Accumulated amortization
Beginning of year - 8,281,070 14,531 .6_1 5 2,631,795 4,699,906 52,987,000 - 83,131,386
Amortization - 576,100 1,691,637 319,801 673,516 2,249,933 - 5,510,987
Amortization .
on disposals - (7.747) ~=(9,396) (162,310) (198,100) (512.813) = (890,366)
End of year - 8,849,423 16,213.856 2,789,286 5,175,322 54,724,120 - 87,752,007
Net book value $ 5,617,498 § 9775740 § A 43,688,755 % 2255872 § 3,937,788 § 72,347,407 $ 1,242,665 $ 138,865,725
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City of Port Colborne

Consolidated Schedule of Tangible Capital Assets
For the Year Ended December 31, 2018

Land Buildings and Furniture.and \ Construction
Land Improvements Leaseholds Vehicles Equipment Infrastructure in Process 2018
Cost '
Beginning of year $ 5639417 §$ 17,906,419 § 58,853,654 § 4,992,958 8,105,080 % 111,084,592 $ 11,240,742 § 217,822,862
Additions - 375,742 796,279 290,648 . 1 .0.5:5.823 822,869 1,880,168 5,221,529
Disposals (10.486) - (5.478) (16?.623)“ Y 3 (473,628) (69,908) (250,090) (977,213)
End of year 5,628,931 18,282,161 59,644 455 5,115,983 8,687,275 111.837.553 12,870.820 222 067,178
Accumulated amortization
Beginning of year - 7,724,020 12,814,381 2,480,601 4,505,703 50,902,950 - 78,427,655
Amortization - 557,050 1,?2}.24#_3 ‘ 318,817 635,859 2,147,383 = 5,380,357
Amortization el y
an disposals - - T (4.014) (167.623) (441.656) (63.333) - (676.626)
End of year - 8,281,070 14,531,615 2,631,795 4,699 906 52,987,000 - 83,131,386
Net book value 3 5628931 § 10,001,091 $ . 45112,840 § 2,484,188 3,987,369 § 58,850,553 § 12,870,820 138,935,792
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City of Port Colborne

Consolidated Schedule of Segment Disclosure

For the Year Ended December 31, 2019

General Water Wastewater:- Library Eliminations 2019
Revenues l
Taxation $ 18,668,245 3 = $ 4 < $ - $ 18,668,245
User charges 3,870,308 4,660,259 — 4.981,948 21,650 - 13,534,165
Government transfers 5,206,095 - ) B - 836,538 (766,432) 5,276,201
Other revenue 2,074,302 38,808 - 6,869 - 2,119,979
Gain (loss) on disposal of
tangible capital assets 136,465 : (1 5.445) (4.633) (593) - 115,794
29,955 415: 2, "4,633,622 4977315 864 464 (766.432) 39,714,384
Expenses =
Salaries and benefits 13,054,438 735,049 49,809 574,489 - 15,313,785
Materials 7,081,757 354,940 89,549 111,996 - 7,638,242
Contract services 2,246,944 2,472,044 4,616,384 32,674 - 9,368,046
Rents and financial expenses 327,163 1,179 102 115 - 328,559
External transfers to others 86,488 - - - - 86,488
Long term debt interest 848,417 91,502 - - - 939,919
Tax write-offs 221,774 - - - B 221,774
Amortization 4,446,672 620,272 367,171 76,817 - 5,510,932
Inter-functional transfers 416,554 241,549 108,329 - (766.,432) -
29,630,207 4,516,535 5,231,344 796,081 (766,432) 39,407,745
Annual surplus (deficit) 325,208 $ 167,087 $ (254,029) 68,373 $ - $ 306,639
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City of Port Colborne

Consolidated Schedule of Segment Disclosure

with Budget Information
For the Year Ended December 31, 2019

General

Revenue
Taxation
User charges
Government transfers
Other
Gain on disposal of tangible capital assets

Expenses
Salaries and wages
Materials
Contracted services
Rents and financial expenses
External transfers to others
Long term debt interest
Tax write-offs
Amortization
Inter-functional transfers

Annual surplus

Budget Actual

2019 2019

$ 18630708 § 18,668,245
) 3,541,807 3,870,308

| 5391507 5,206,095

1 A,256880 2,074,302

- 136,465
28820902 _ 29.955.415
12,499,783 13,954,438
6472774 7,081,757
2112233 2,246,944
145,099 327,163
103,574 86,488
859,174 848,417
253,500 221,774
4444759 4,446,672
286,186 416,554
27,177,082 __ 29,630,207
$ 1643820 § 325208
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City of Port Colborne
Consolidated Schedule of Segment Disclosure

with Budget Information
For the Year Ended December 31, 2019

Budget Actual
2019 2019
':_'[
Water
Revenue - Vv
User charges $ 15052820 $ 4,660,259
Other _6.,000 38,808
Loss on disposal of tangible capital assets _ - (15.445)
5.058.820 4,683,622
Expenses )
Salaries and wages ‘ 746,829 735,049
Materials _ 294746 354,940
Contracted services ‘ 2,529,069 2,472,044
Rents and financial expenses "> 6,486 1,179
Long term debt interest Y ] 93,311 91,502
Amortization Y ‘ 620,272 620,272
Inter-functional transfers sy Na? 264.060 241,549
4554773 4.516,535
Annual surplus y w $ 504,047 $ 167,087
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City of Port Colborne

Consolidated Schedule of Segment Disclosure

with Budget Information
For the Year Ended December 31, 2019

Wastewater

Revenue
User charges
Loss on disposal of tangible capital assets

Expenses
Salaries and wages
Materials
Contracted services
Rents and financial expenses
Amortization
Inter-functional transfers

Annual (deficit) surplus

]

Budget Actual

2019 2019

$ (5491493 § 4,981,948
~ N ) - (4,633)
5491493 _ 4977.315
326,369 49,809
152,022 89,549
4242405 4,616,384
2,109 102
367,171 367,171
216,658 108,329
5306734 _ 5231344

$ 184759 §  (254,029)
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City of Port Colborne

Consolidated Schedule of Segment Disclosure

with Budget Information
For the Year Ended December 31, 2019

Budget Actual
2019 2019
Library
Revenue o J
User charges $ 23,550 $ 21,650
Government transfers 804,?65 836,538
Other , - 6,869
Loss on disposal of tangible capital assets - (593)
828,315 864,464
Expenses
Salaries and wages 579,708 574,489
Materials 135,061 111,996
Contracted services 21,496 32,674
Rents and financial expenses - 1156
Amortization J 76.817 76.817
| 813,082 796,091
Annual surplus { $ 15233 $ 68,373
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City of Port Colborne
Trust Funds

Statement of Financial Position
As at December 31, 2019

Overholt

Local Julia Yager Fulton Sherkston 2 Roselawn
Improvements Trust Trust Trust Cemetery: Centre 2019 2018
Assets
Cash and cash
equivalents $ 23267 § 7399 & 1,047 5,910 - 52724 § 90,347 § 88,816
Due from City of
Port Colborne - - - - 3,849 - 3,849 6,996
Investments B E - 5,728 347,779 - 353,507 334,919
Accrued interest 39 - - o - 90 129 127
Net assets $ 23306 % 7399 $ 1,047 11,638 351,628 52814 § 447,832 $ 430,858
Impacts of COVID-19 and subsequent events (Noté 3) -
See accompanying notes to the financial statements
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City of Port Colborne
Trust Funds

Statement of Operations and Changes in Net Assets <
For the Year Ended December 31, 2019 '

Local Julia Yager Fulton Sherkston Overholt s Roselawn
Improvements Trust Trust Trust Cemetery Centre 2019 2018
Revenues
Interest $ 457 $ 3 $ 1 8§ 37 0% 5443 % 1,059 % 7.010 $ 6,873
Perpetual trust
contributions - - - - 15,407 - 15,407 9,342
Donations - - - - - - - 12,690
467 3 1 ! . 37 20,850 1,058 22,417 28,905
Expenses
Transfers to
revenue fund - - = - - 5,443 - 5.443 3,928
Excess of revenue
over expenses 467 3 e 37 15,407 1,059 16,974 24 977
Net assets
Beginning of year 22 839 7.396 \ 1,046 11,601 336,221 51,755 430.858 405,881
End of year $ 23,306 % 7,399 $ 1,047 % 11638 % 351628 &% 52,814 § 447,832 § 430,858
See accompanying notes to the financial statements
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City of Port Colborne
Trust Funds

Statement of Cash Flows
For the Year Ended December 31, 2019

Net increase (decrease) in cash and cash equivalents

Operating activities
Excess of revenues over expenses $
Decrease (increase) in due from City of Port Colborne
Increase in accrued interest

Investing activities
(Increase) decrease in investments - net

Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year N\ J $

See accompanying notes to the financial statements

2019 2018

( ) &
16,974 $ 24.977
43,147 (6,996)
S ) (2) (64)
" 20119 17.917
(18,588) 7.285
1,531 25.202
88,816 63,614
90,347 $ 88,816
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City of Port Colborne
Trust Funds

Notes to the Financial Statements
For the Year Ended December 31, 2019

1.

Summary of significant accounting policies

Management responsibility

The financial statements are the responsibility of and prepared by management inraccordance with
Canadian accounting standards for not-for-profit organizations.

The significant accounting policies used are as follows:

(a)

(b)

(c)

(d)

Basis of accounting

Sources of revenue and expenses are reported on the accrual basis of accounting. The
accrual basis of accounting records revenues in,the ‘period they are earned and measurable
and expenses in the period the goods and servicesiare acquired and a liability is incurred.

Cash and cash equivalents

Cash and cash equivalents are represeh'_ted;‘by cash on hand, cash on deposit in chartered
banks and investments that mature within:three months.

Portfolio investments

Portfolio investments are valued ‘at the lower of cost and market value. Interest income is
reported as revenue in the period earned.

Financial instruments
Initial measurement

The Trust!Funds financial instruments are measured at fair value when issued or acquired.
For financial.instruments subsequently measured at cost or amortized cost, fair value is
adjusted by the amount of the related financing fees and transaction costs. Transaction costs
and financing fees relating to financial instruments that are measured subsequently at fair
value are recognized in operations in the year in which they are incurred.

Subsequent measurement

At each reporting date, the Trust Funds measure their financial assets and liabilities at cost.
The financial instruments measured at cost are cash investments, interest receivable and due
from revenue fund.

For financial assets measured at cost, the Trust Funds regularly assesses whether there are
any indications of impairment. If there is an indication of impairment, and the Trust Funds
determine that there is a significant adverse change in the expected timing or amount of
future cash flows from the financial asset, it recognizes an impairment loss in the statement of
operations. Any reversals of previously recognized impairment losses are recognized in
operations in the year the reversal occurs.
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City of Port Colborne
Trust Funds

Notes to the Financial Statements
For the Year Ended December 31, 2019

2. Portfolio investments

Portfolio investments consist of money market, bond and equity funds with annUal interest rates
ranging from 1.60% to 3.40% and a guaranteed investment certificate with_an annual interest rate
of 1.30% maturing December, 2020. Portfolio investments have an estlmated market value of
$ 409,715 (2018 - § 362,507). o

|

3. Impacts of COVID-19 and subsequent events !

Since December 31, 2019, the spread of COVID-19 has‘severely;impacted many local economies
around the globe. In many countries, including Canada, businesses are being forced to cease or
limit operations for long or indefinite periods of time. Measures taken to contain the spread of the
virus, including travel bans, quarantines, social distancing,”and closures of non-essential services
have triggered significant disruptions to businesses worldwide, resulting in an economic slowdown.
Global stock markets have also experienced great volatility and a significant weakening.
Governments and central banks have responded with monetary and fiscal interventions to stabilize
economic conditions. The Trust Funds ‘management is anticipating that the pandemic will not have
a significant impact on its operations.

. |
The Trust Funds have not identified any events related to the COVID-19 pandemic which were
determined to be subsequent @Vents; and therefore there has been no impact on the financial
position and results of operatrons as of and for the year ended December 31, 2019.

The duration and |mpact_of th_e COVID-19 pandemic, as well as the effectiveness of government
and central bank responses; remains unclear at this time. It is not possible to reliably estimate the
duration and severity of these consequences, as well as their impact on the financial position and
results of the Trust Funds for future periods.
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Executive summary

Purpose of report and scope

The purpose of this report is to engage in an open dialogue with you regarding
our audit of the consolidated financial statements of the Corporation of the City of
Port Colborne (the “entity") for the year ended December 31, 2019. This
communication will assist the Members of Council and management in
understanding the results of audit procedures and includes comments on
misstatements, significant accounting policies, sensitive estimates and other
matters.

The information in this document is intended solely for the information and use of
the Corporate and Community Services Sub-Committee, Council and
management. It is not intended to be distributed or used by anyone other than
these specified parties.

We were engaged to provide the following deliverables:

Deliverable Timing

Report on the December 31, 2019 consolidated financial statements  November 9, 2020

Communication of audit results November 9, 2020

Status of our audit

We have substantially completed our audit of the consolidated financial
statements of the entity and the results of that audit are included in this report.

We will finalize our report upon resolution of the following items that were
outstanding as at November 9, 2020:

« Receipt of signed management representation letter (a draft has been
attached in Appendix E)

= Approval of the consolidated financial statements by Council

« Procedures regarding subsequent events

+ Responses from legal inquiries

We have successfully executed our audit strategy in accordance with the plan as
presented in this report.

Auditor’s report

A copy of our draft auditor’'s opinion is included in Appendix D.

Approach

Our audit approach requires that we establish an overall strategy that focuses on
risk areas. We identify and assess risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. The greater the
risk of material misstatement associated with an area of the consolidated
financial statements, including disclosures, the greater the audit emphasis placed
on it in terms of audit verification and analysis. Where the nature of a risk of
material misstatement is such that it requires special audit consideration, it is
classified as a significant risk.

Our approach is discussed further in the Appendix A
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Audit risks and results

We have executed our audit in accordance with our approach summarized in Appendices A and B. We highlight our significant findings in respect of transactions,

risks, accounting practices and other areas of focus.

COVID-19 impact on audit risks and responses

Area of focus

Matter

Our response and findings

Subsequent events and COVID-19

The COVID-19 virus became widespread in January, 2020
and the magnitude of its impact increased thereafter.
Management determined there were no significant impacts
resulting from COVID-19 and identified no significant related
subsequent events. This has been disclosed in Note 25 to the
financial statements.

- Reviewed the financial statement disclosure provided by
management

We have no finding to note in connection with the subsequent
events disclosure
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Areas of focus

The following is a summary of areas of focus, and the related matters and findings we would like to communicate to the Members of Council and management.

Area of focus

Matter

Our response and findings

Fraud risk from revenue recognition

There is a presumed risk of fraud in revenue.

- The risk primarily relates to revenue recognized under
water and sewer and other revenue

- Recalculation of the net tax revenues based on verified
assessment rolls and approved tax rates

- Analytical assessment of revenues based on budgeted
expectations

- Subsequent receipts testing of receivables as at
December 31, 2019 (statistical sample)

+ Assessed the adequacy of allowances for doubtful
accounts by testing subsequent receipts, reviewing
management estimates and examining supporting
documentation

There were no significant findings as a result of these
procedures.

Fraud risk from management override / segregation of
duties

This is a presumed fraud risk.

« The risk primarily relates to limited segregation of duties,
administrative access to accounting system and the senior
finance management's ability to post journal entries

- Tested the appropriateness of journal entries recorded in
the general ledger and other adjustments made in the
preparation of the financial statements

« Reviewed accounting estimates for biases

- Evaluated the business rationale for significant transactions
that are or appear to be outside the normal course of
business

There were no significant findings as a result of these
procedures.

Taxation revenue and receivables

The taxes receivable balances may be invalid and the
allowance for uncollectible taxes understated

« Recalculation of the net tax revenues based on verified
assessment rolls and approved tax rates

- Subsequent receipts testing of taxes receivable as at
December 31, 2019 (statistical sample)

. Assessed the adequacy of the allowance for doubtful
accounts by testing subsequent receipts, reviewing
management estimates and examining support for the
value of underlying property

There were no significant findings as a result of these
procedures.
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Area of focus

Matter

Our response and findings

Purchases and payables

Payables may be understated or not recorded in the correct
period.

« Analytical assessment of expenses based on budgeted
expectations

» Reviewed supporting documentation and management
estimates with respect to the completeness and accuracy
of significant year end accruals

- Performed a search for unrecorded liabilities

There were no significant findings as a result of these
procedures.

Provisions for employee benefits

Provision and related expense may be understated.

- Reviewed actuarial reports, method and assumptions used

« Tested supporting calculations relating to the various
amounts and disclosures

There were no significant findings as a result of these
procedures.

Provisions for contaminated sites liability

Provision and related expense may be understated.

- Reviewed assumptions used by management

- Tested supporting calculations relating to the various
amounts and disclosures

There were no significant findings as a result of these
procedures.

Commitments and contingencies

There is uncertainty regarding contingent liabilities.

« Verified the accuracy and reasonableness of amounts and
disclosures, with reference to correspondence with
lawyers, examination of supporting documentation, and
discussions with management

There were no significant findings as a result of these
procedures.
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Sensitive accounting estimates and disclosures

Area of focus

Matter

Our response and findings

Sensitive accounting estimates and disclosures

The provision for vested sick leave of approximately $ 306,000
and retirement benefits of approximately § 6,547,000.

- Management engaged an actuary to calculate the
liabilities for vested sick leave and for employees who
have taken early retirement based on the current annual
benefits and the number of years until the employees
turn 65.

- Liabilities have been recognized in the financial
statements for vested sick leave and employee
retirement benefits. The objective is to recognize a
liability in the reporting period in which employees have
provided the services that give rise to the benefits.
Management's estimate is based on the actuary’s
valuation report and is reasonable in the context of the
consolidated financial statements taken as a whole. The
actuary’s valuation was performed in accordance with
the standards of the Canadian Institute of Actuaries.

Management's estimate is reasonable in the context of the
consolidated financial statements taken as a whole.

Sensitive accounting estimates and disclosures

The provision for the Workplace Safety and Insurance Board
future benefits of approximately $ 2,272,000.

- The Municipality is a Workplace Safety and Insurance
Board (“WSIB") Schedule || employer under the Workplace
Safety & Insurance Act and follows a policy of self-
insurance for all its employees.

- An actuarial estimate of future liabilities has been
completed and forms the basis for the estimated liability
reported in these financial statements. The Municipality
remits payments to the WSIB as required to fund disability
payments.

Management's estimate is reasonable in the context of the
consolidated financial statements taken as a whole.
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Area of focus

Matter

Our response and findings

Factors affecting disclosure values

The provision for uncollectible taxes of approximately
$ 241,000.

- Management reviews previous year's rebates to determine
the current years. Management also reviews accounts
which are significantly in arrears and determines if it is
likely that they will be collected either through the land
owner or through tax sale.

- For tax revenue amounts billed but may not be collected as
of December 31, 2019. For uncollected accounts,
management estimates the collectability of these
receivables based on their age and their knowledge of the
specific properties. As part of our audit, we review the age
of the receivables and search for any subsequent receipts
or relevant communications to assess whether
management’s allowance for uncollectable receivables is
reasonable.

Management'’s estimate is reasonable in the context of the
consolidated financial statements taken as a whole.

Factors affecting disclosure values

Useful life estimates of tangible capital assets

The estimated useful lives assigned to tangible assets are as
follows:

Land improvements 10-100 years
Buildings 20-50 years
Leasehold improvement 20-50 years
Vehicles 10-20 years
Office equipment and furniture and fixtures  5-10 years
Machinery and equipment 3-30 years
Infrastructure 10-100 years
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Adjustments and uncorrected
misstatements

Adjustments
We have the following adjusted misstatements to report.
Statement of
Increase (Decrease) Statement of Financial Position Operations
Effect
_— e Accumulated
Description Assets Liabilities surplus Annual surplus
$ - $ (184560) S (356,227) $ 540,787
To balance surplus and transfers
To record changes to post employment benefits and sick leave = 611,000 (611,000) ~
liability
To consolidate the Main Street BIA and the Downtown Development 15,081 2,665 - 12,416
Board accounts into the City's consolidated financial statements
To adjust existing account balances for the proportionate (42,601) (41,525) e (1,076)
consolidation of the Niagara Central Airport
Total other adjustments $ (27,520) $ 387,580 $ (967,227) $ 552127
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Uncorrected misstatements

Non-trivial misstatements noted during the course of our audit but not adjusted in the consolidated financial statements were as follows:

Statement of
Increase (Decrease) Statement of Financial Position Operations
Effect
Description Assets Liabilities Accumulated surplus Annual surplus
s $ 111,000 $ 111,000
To reduce the allowance for uncollectible taxes receivable
Total adjustments $ 111,000 $ 111,000

Other adjustments

We have no other adjustments to report.

Summary of disclosure matters

Our audit did not identify any unadjusted non-trivial misstatements of disclosure matters.
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Other reportable matters

Internal control

The audit is designed to express an opinion on the consolidated financial
statements. We obtain an understanding of internal control over financial
reporting to the extent necessary to plan the audit and to determine the nature,
timing and extent of our work. Accordingly, we do not express an opinion on the
effectiveness of internal control.

If we become aware of a deficiency in your internal control over financial
reporting, the auditing standards require us to communicate to the Members of
Council and management those deficiencies we consider significant. However, a

financial statement audit is not designed to provide assurance on internal control.

Please refer to Appendix F for a detailed explanation of the internal control
observations noted during our audit.

Fees

The following is a schedule of our current year fees and prior year fees.

Service Current year fees Prior year fees

Annual audit $ 40,400 $ 39,600
Additional audit work - 8,500
Total* $ 40,400 $ 48,100

*before applicable taxes

Independence

We have a rigorous process where we continually monitor and maintain our
independence. The process of maintaining our independence includes, but is not
limited to:

« Identification of threats to our independence and putting into place
safeguards to mitigate those threats. For example, we evaluate the
independence threat of any non-audit services provided to the entity

+ Confirming the independence of our engagement team members

No matters to communicate — We have identified no information regarding our
independence that in our judgment should be brought to your attention.
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Technical updates — highlights

Accounting

Accounting standards issued by the Accounting Standards Board that may affect
the entity in future years are included in Appendix G. If you have any questions
about these changes we will be pleased to address your concerns.

Assurance

Auditing standards issued by the AASB that may change the nature, timing and
extent of our audit procedures on the entity and our communication with the
Members of Council and management, are included in Appendix H. If you have

any questions about these changes we will be pleased to address your concerns.
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Appendix A — Overview and approach

Our audit is planned with the objective of obtaining reasonable assurance about whether the consolidated financial statements as a whole are free from material misstatement,

so that we are able to express an opinion on whether the consolidated financial statements are prepared, in all material respects, in accordance with Public Sector Accounting
Standards. The following outlines key concepts that are applicable to the audit, including [tailor as appropriate - the responsibilities of parties involved, our general audit

approach and other considerations].

Roles and responsibilities

Role of Council

Help set the tone for the organization by emphasizing honesty, ethical behaviour and fraud prevention

Oversee management, including ensuring that management establishes and maintains internal controls to provide reasonable assurance regarding
reliability of financial reporting

Recommend the nomination and compensation of external auditors to the board
Oversees the work of the external auditors including reviewing and discussing the audit plan

Role of management

Prepare financial statements in accordance with Public Sector Accounting Standards

Design, implement and maintain effective internal controls over financial reporting processes, including controls to prevent and detect fraud
Exercise sound judgment in selecting and applying accounting policies

Prevent, detect and correct errors, including those caused by fraud

Provide representations to external auditors

Assess quantitative and qualitative impact of misstatements discovered during the audit on fair presentation of the financial statements

Role of Grant Thornton LLP

Provide an audit opinion that the financial statements are in accordance with Public Sector Accounting Standards
Conduct our audit in accordance with Canadian Generally Accepted Auditing Standards (GAAS)

Maintain independence and objectivity

Be a resource to management and to those charged with governance

Communicate matters of interest to those charged with governance

Establish an effective two-way communication with those charges with governance, to report matters of interest to them and obtain their comments on
audit risk matters
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Audit approach

Our understanding of the entity and its operations drives our audit approach, which is risk based and specifically tailored to Corporation of the City of Port Colborne.

The five key phases of our audit approach

Evaluating
internal

Testing
accounts and

Assessing
risk

Concluding

and reporting

controls transactions

Phase Our approach

1. Planning We obtain our understanding of your operations, internal controls and information systems
We plan the audit timetable together

2. Assessing risk We use our knowledge gained from the planning phase to assess financial reporting risks
We customize our audit appreoach to focus our efferts on key areas

3. Evaluating internal controls We evaluate the design of controls you have implemented over financial reporting risks
We identify areas where our audit could be more effective or efficient by taking an approach that includes testing the controls
We provide you with information about the areas where you could potentially improve your controls

4. Testing accounts and We perform tests of balances and transactions

Fisecinne We use technology and tools, including data interrogation tools, to perform this process in a way that enhances effectiveness and efficiency

5. Concluding and reporting We conclude on the sufficiency and appropriateness of our testing
We finalize our report and provide you with our cbservations and recommendations
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Qur tailored audit approach results in procedures designed to respond to an identified risk. The greater the risk of material misstatement associated with the account, class of
transactions or balance, the greater the audit emphasis placed on it in terms of audit verification and analysis.

Throughout the execution of our audit approach, we maintained our professional skepticism, recognizing the possibility that a material misstatement due to fraud could exist
notwithstanding our past experiences with the entity and our beliefs about management’s honesty and integrity.

Materiality

The purpose of our audit is to provide an opinion as to whether the consolidated financial statements are prepared, in all material respects, in accordance with Public Sector
Accounting Standards as at December 31, 2019. Therefore, materiality is a critical auditing concept and as such we apply it in all stages of our engagement.

The concept of materiality recognizes that an auditor cannot verify every balance, transaction or judgment made in the financial reporting process. During audit planning, we
made a preliminary assessment of materiality for the purpose of developing our audit strategy, including the determination of the extent of our audit procedures. During the
completion stage, we consider not only the quantitative assessment of materiality, but also qualitative factors, in assessing the impact on the consolidated financial statements,
our audit opinion and whether the matters should be brought to your attention.

Fraud risk factor considerations

We are responsible for planning and performing the audit to obtain reasonable assurance as to whether the consolidated financial statements are free of material misstatement
caused by error or by fraud. Our responsibility includes:

The identification and assessment of the risks of material misstatement of the consolidated financial statements due to fraud through procedures including discussions amongst
the audit team and specific inquiries of management

Obtaining sufficient appropriate audit evidence to respond to the fraud risks noted

Responding appropriately to any fraud or suspected fraud identified during the audit

Due to the inherent limitations of an audit, there is an unavoidable risk that some material misstatements may not be detected and this is particularly true in relation to fraud.

The primary responsibility for the prevention and detection of fraud rests with those charged with governance and management.

We are required to communicate with you on fraud-related matters, including:

Obtaining an understanding of how you exercise oversight of management's processes for identifying and responding to the risks of fraud in the entity and the internal control that
management has established to mitigate these risks

Inquiring as to whether you have knowledge of any actual, suspected or alleged fraud affecting the entity

The following provides a summary of some of the fraud related procedures that are performed during the audit:

Testing the appropriateness of journal entries recorded in the general ledger and other adjustments made in the preparation of the consolidated financial statements
Reviewing accounting estimates for biases

Evaluating the business rationale (or the lack thereof) for significant transactions that are or appear to be outside the normal course of operations
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Quality control

We have a robust quality control program that forms a core part of our client service. We combine internationally developed audit methodology, advanced audit technology,
rigorous review procedures, mandatory professional development requirements, and the use of specialists to deliver high guality audit services to our clients. In addition to our
internal processes, we are subject to inspection and oversight by standard setting and regulatory bodies. We are proud of our firm's approach to quality control and would be
pleased to discuss any aspect with you at your convenience.

IDEA Data Analysis Software

We apply our audit methodology using advanced software tools. |IDEA Data Analysis Software is a powerful analysis tool that allows audit teams to read, display, analyze,
manipulate, sample and extract data from almost any electronic source. The tool has the advantages of enabling the audit team to perform data analytics on very large data
sets in a very short space of time, while providing the checks, balances and audit trail necessary to ensure that the data is not corrupted and that the work can be easily
reviewed. SmartAnalyzer, an add-on to IDEA, further improves the efficiency and effectiveness of the audit by providing automated routines for certain common analytical tasks,
such as identifying unusual and potentially fraudulent journal entries. Grant Thornton continues to invest in developing industry-leading audit data analytical tools.
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Appendix B — Audit plan and risk

assessment

Considerations

The following is a summary of matters that relate to changes to the entity and its business environment that were considered in preparing our audit plan.

Matter

Discussion and impact

Laws and regulations

During the course of the audit, we will perform specified audit procedures to help identify instances of non-compliance with laws
and regulations that may have a material effect on the consolidated financial statements. An audit of financial statements is not
designed to detect all instances of non-compliance with laws and regulations and does not represent an audit of the entity's
compliance with applicable laws and regulations.

Fraud

We are responsible for obtaining reasonable assurance that the consolidated financial statements taken as a whole are free
from material misstatement, whether caused by fraud or error. However, owing to the inherent limitations of an audit, there is an
unavoidable risk that some material misstatements may not be detected and this is particularly true in relation to fraud, The
primary responsibility for the prevention and detection of fraud rests with those charged with governance and management.

During our audit planning, we enquired of management as to their views on the risks of fraud and their processes for identifying
and assessing fraud risks.

Accounting and auditing standards

In addition to the information in the Technical Highlights section, we have highlighted certain new standards and interpretations
that are likely to have an impact on the financial reporting for the Corporation of the City of Port Colborne in the current year. An
overview of these particular standards and interpretations is included in the appendices.
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Significant risks

We identified the following significant risks on which we plan to focus our attention:

Area of risk

Why there is a risk

Planned audit response

Fraud risk from revenue recognition

There is a presumed risk of fraud in revenue.

= The risk primarily relates to revenue recognized under
water and sewer, grants and other revenue

Analytical assessment of revenues based on budgeted
expectations

Subsequent receipts testing of receivables as at
December 31, 2019 (statistical sample)

Assessing the adequacy of allowances for doubtiul
accounts by testing subsequent receipts, reviewing
management estimates and examining supporting
documentation

Fraud risk from management override / segregation of
duties

This is a presumed fraud risk.

« The risk primarily relates to limited segregation of duties,
administrative access to accounting system and the senior
finance management's ability to post journal entries

Test the appropriateness of journal entries recorded in the
general ledger and other adjustments made in the
preparation of the financial statements

Review accounting estimates for biases

Evaluate the business rationale for significant transactions
that are or appear to be outside the normal course of
business
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Other audit risks

Other areas we have identified where we plan to focus our attention are as follows:

Area of risk

Why there is a risk

Planned audit response

Taxation revenue and receivables

The taxes receivable balances may be invalid and the
allowance for uncollectible taxes understated.

Recalculation of the net tax revenues based on verified
assessment rolls and approved tax rates

Subsequent receipts testing of taxes receivable as at
December 31, 2019 (statistical sample)

Assessing the adequacy of the allowance for doubtful
accounts by testing subsequent receipts, reviewing
management estimates and examining support for the
value of underlying property

Purchases and payables

Payables may be understated or not recorded in the correct
period.

Analytical assessment of expenses based on budgeted
expectations

Reviewing supporting documentation and management
estimates with respect to the completeness and accuracy
of significant year end accruals

Perform a search for unrecorded liabilities

Provisions for employee benefits

Provision and related expense may be understated.

Reviewing actuarial reports, method and assumptions used

Testing supporting calculations relating to the various
amounts and disclosures

Provisions for contaminated sites liability

Provision and related expense may be understated.

.

Reviewing assumptions used by management

Testing supporting calculations relating to the various
amounts and disclosures

Commitments and contingencies

There is uncertainty regarding contingent liabilities.

Verifying the accuracy and reasonableness of amounts and
disclosures, with reference to correspondence with
lawyers, examination of supporting documentation, and
discussions with management
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Appendix C - Engagement
letter

October 19, 2016

City of Port Colborne
66 Charlotte Street
Port Colborne, ON
L3K 3C8

Attention: Mr. Peter Senese, Treasurer

Dear Mr. Senese:

Thank you for reappointing Grant Thornton LLP (“Grant Thornton”, “we”, “us” “our”) as auditors of the City of
Pott Colborne (“the Municipality”, “you” ot “your”) for the years ending December 31, 2016, 2017, 2018, 2019 and
2020 (the “Services”). The purpose of this letter and the attached Schedule A (the “Engagement”) is to outline the
mutual understanding of the terms of the Engagement.

Objective, scope and limitations

You have requested that we audit the consolidated financial statements of the City of Port Colborne, which comprise
the consolidated statement of financial position as at December 31, 2016, 2017, 2018, 2019 and 2020, and the
consolidated statements of operations, changes in net financial assets and cash flows for the years then ended, and a
summary of significant accounting policies and other explanatory information. We are pleased to confirm our
acceptance and our understanding of this Engagement by means of this letter agreement. Our audit will be conducted
with the objective of our expressing an opinion on the consolidated financial statements.

The audit will not be planned or conducted in contemplation of reliance by any third party or with respect to any
specific transaction. Therefore, items of possible interest to a third party will not be specifically addressed and matters
may exist that would be assessed differently by a third party, possibly in connection with a specific transaction.

Our responsibilities

We will conduct our audit in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the anditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. 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 consolidated financial
statements.
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Because of the inherent limitations of an audit, together with the inherent limitations of internal control, there is an
unavoidable risk that some material misstatements may not be detected, even though the audit is properly planned
and performed in accordance with Canadian generally accepted auditing standards.

In making our risk assessments, we consider internal control relevant to the Municipality's preparation of the
consolidated 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 Municipality's internal control. However, we
will communicate to you in writing concerning any significant deficiencies in internal control relevant to the audit of
the consolidated financial statements that we have identified during the audit.

Management’s responsibilities and identification of applicable financial reporting framework
Our audit will be conducted on the basis that the Municipality’s management and, where appropriate, those charged
with governance acknowledge and understand that they have responsibility:

a) for the preparation and fair presentation of the consolidated financial statements in accordance with Canadian
Public Sector Accounting Standards;
b) for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error; and
c) to provide us with:
i Access to all information of which the Municipality’s management is aware, that is relevant to the
preparation of the consolidated financial statements such as records, documentation and other matters;
i. Additional information that we may request from the Municipality’s management for the purpose of the
audit; and
ni.  Unrestricted access to persons within the Municipality from whom we determine it necessary to obtain
audit evidence.

As patt of our audit process, we will request from the Municipality’s management and, where appropriate, those
charged with governance, wiitten confirmation concerning representations made to us in connection with the audit.
Those representations may include:

Consolidated financial statements

a communicating that all responsibilities, as set out in the terms of this Engagement, for the preparation of the
consolidated financial statements in accordance with Canadian Public Sector Accounting Standards, in particular,
the consolidated financial statements are fairly presented;

b communicating its belief that significant assumptions used in making accounting estimates, including those
measured at fair value are reasonable;

¢ acknowledging that all events subsequent to the date of the consolidated financial statements and for which
Canadian Public Sector Accounting Standards require adjustment or disclosure have been adjusted or disclosed;

Completeness of information
d providing us with and making available complete financial records and related data, and copies of all minutes of

meetings of Members of Council and committees;
e acknowledging that all transactions have been recorded and are reflected in the consolidated financial statements;

f  providing us with mformation relating to any known or probable instances of non-compliance with legislative or
regulatory requirements, including financial reporting requirements;

g providing us with information relating to any illegal or possibly illegal acts, and all facts related thereto;
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h

acknowledging that all related party relationships and related party transactions have been appropriately
accounted for and disclosed in accordance with the requirements of Canadian Public Sector Accounting
Standards;

Fraud and error

1

the design and implementation of internal controls to prevent and detect fraud and etrot;

an assessment of the risk that the consolidated financial statements may be materially misstated as a result of
fraud;

providing us with information relating to fraud or suspected fraud affecting the Municipality involving:

1. management;

i, employees who have significant roles in internal control; or
1. others, whete the fraud could have a material effect on the consolidated financial statements;

providing us with information relating to any allegations of fraud or suspected fraud affecting the Municipality's
consolidated financial statements communicated by employees, former employees, analysts, regulators, or others;

communicating its belief that the effects of any uncorrected consolidated financial statement misstatements
aggrepated during the andit are immaterial, both individually and in the aggregate, to the consolidated financial
statements taken as a whole. A list of the uncorrected misstatements will be attached to the representation letter;

Recognition, measurement and disclosure

n

providing us with its assessment of the reasonableness of significant assumptions underlying fair value
measurements and disclosutes in the consolidated financial statements;

providing us with any plans or intentions that may affect the carrying value or classification of assets or liabilities;

providing us with an assessment of all areas of measurement uncertainty known to management that are required
to be disclosed in accordance with MEASUREMENT UNCERTAINTY, PSA HANDBOOK —
ACCOUNTING Section 2130;

acknowledging that no subsequent events occurred that require adjustment to the accounting estimates and
disclosures included in the consolidated financial statements.

providing us with information relating to claims and possible claims, whether or not they have been discussed
with the Municipality’s legal counsel;

providing us with information relating to other liabilities and contingent gains or losses, including those
associated with guarantees, whether wiitten or oral, under which the Municipality is contingently liable;

providing us with information on whether or not the Municipality has satisfactory title to assets, liens or

encumbrances on assets, and assets pledged as collateral;

providing us with information relating to compliance with aspects of contractual agreements that may affect the
consolidated financial statements;

providing us with information concerning subsequent events; and

Written confirmation of significant representations

W

providing us with written confirmation of significant representations provided to us during the Engagement on

matters that are:

i directly related to items that are material, either individually or in the aggregate, to the consolidated
financial statements; and

i not directly related to items that are material to the consolidated financial statements but are significant,
either individually or in the aggregate, to the Engagement.
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The Municipality’s management agrees to make available draft consolidated financial statements, including
appropriate note disclosures and any accompanying other information in time to allow for the audit to be completed
within the proposed timeframe. In addition, the Municipality’s management agrees to inform us of any factors or
crcumstances that come to their attention during the period from the date of the auditor’s report to the date
consolidated financial statements are issued that may impact the consolidated financial statements; including their
disclosures.

It is agreed that for any electronic distribution of your consolidated financial statements and our report thereon,
management is solely responsible for the accurate and complete reproduction of the consolidated financial statements
and our report thereon.

While the report may be sent to the Municipality electronically by us for your convenience, only the signed
(electronically or manually) report constitutes the Municipality’s record copy.

If the management intends to publish or otherwise reproduce our report (or otherwise make reference to Grant
Thormton LLP) in a document(s) that contains other information (including in a document(s) that will be used in
connection with a public offering of securities), the Municipality’s management agrees to (a) provide Grant Thornton
with a draft of such document(s) to read, and (b) obtain our approval for inclusion of our report in such document(s),
before the document(s) are finalized and distributed. The Munictpality’s management also agrees that if our name is to
be used in connection with the consolidated financial statements, it will attach our anditors’ report when distributing
the consolidated financial statements to any third parties. The Municipality’s management agrees to provide us with
adequate notice of the preparation of such document(s).

We look forward to full cooperation from your staff during our audit.

Non-audit services directly related to the audit

We will assist the Municipality’s management in preparation of the consolidated financial statements. However, the
Municipality’s management remains at all times responsible for the preparation and fair presentation of the
Municipality’s consolidated financial statements in accordance with Canadian Public Sector Accounting Standards.

Reporting
Unless unanticipated difficulties are encountered, our report will be substantially in the following form:

INDEPENDENT AUDITOR’S REPORT

To the Members of Council, Inhabitants and Taxpayers of the
Corporation of the City of Port Colborne

We have audited the accompanying consolidated financial statements of the Corporation of the City of Port Colborne,
which comprise the consolidated statement of financial position as at December 31, 2016, and the consolidated
statements of operations, 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 consolidated 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 consolidated financial statements that are free from materal
misstatement, whether due to fraud or error.

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that ate 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 consolidated 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 consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Corporation of the City of Port Colborne as at December 31, 2016, and the results of its operations,
changes in net financial assets and cash flows for the year then ended in accordance with Canadian public sector
accounting standards.

[Auditor’s signature]
[Date of the auditot’s report]
[Auditor’s address]

The form and content of our report may need to be amended in the light of our audit findings.

Fees
Fees ate based on the time required by the individuals assigned to perform the Services defined herein. Individual
houtrly rates vary according to the degree of responsibility involved and experience and skill required.

Any fee estimates by Grant Thornton take into account i) the agreed-upon level of preparation and assistance from
your personnel; and i) the hourly rates for our professionals that will be providing the Services. Grant Thornton
undertakes to advise the Municipality’s management on a timely basis should this preparation and assistance not be
provided or should any other circumstances arise which cause actual time to exceed that estimate. We will provide the
services outlined in this letter for fees not to exceed the following:

2016° || 2007 Bl a0 | g ierrans0g

Repart ‘ Fees Fees || Fees || Fees || Fees

Audit of the City of Port Calberne

consolidated financial statements

including the preparation of the ‘ i : '
consolidated financial statements $ 38,000 $ 38,800 $ 39,600 $40,400] $ 41,200

Other services
Any additional services that the Municipality may request and we agree to provide will be covered by a separate
written engagement letter.
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Municipality consent to production

The Municipality hereby acknowledges that we may from time to time receive requests or orders from professional
(provincial institutes) or other regulatory or governmental authorities (including the Canada Revenue Agency) to
provide them with information and copies of documents in our files including working papers and other wotk-
product relating to the Municipality’s affairs. The Municipality consents to us providing or producing, as applicable,
these documents and information without further reference to, or authority from, you.

When a regulatory authority requests access to our working papers and other work-product relating to the
Municipality’s affairs, we will, on a reasonable efforts basis, refuse access to any document over which the
Municipality has expressly informed us at the time of delivery that the Municipality assetts privilege, except where
disclosure of documents is required by law or requested by a provincial Institute/Order of Canadian Chartered
Professional Accountants pursuant to its statutory authority. The Municipality must mark any document over which it
asserts privilege as privileged and inform us of the grounds for the Municipality’s assertion of privilege (such as
whether it claims solicitor-client privilege or litigation privilege).

We may also be required to provide information relating to the fees that we collect from the Municipality for the
provision of audit services, other accounting services and non-audit services, and the Municipality consents to the
disclosure of that information as may be required by the regulatory authority.

The Municipality agrees to reimburse us, upon request, at our standard billing rates for our professional time and
expenses, including reasonable legal fees, incurred in dealing with the matters described above.

Release and indemnification

You agree to release, indemnify and hold harmless Grant Thornton, its affiliates and their respective directors,
officers, partners, principals, employees, consultants and contractors from any and all claims, liabilities, costs and
expenses (including any and all legal expenses incurred by Grant Thornton) arising out of or based upon: (a) any
misstatement or omission in any material, information or representation supplied or approved by you; or (b) any other
matter related to or arising out of this Engagement, except to the extent finally determined to have resulted from the
negligence, wilful misconduct or fraudulent behaviour of Grant Thornton.

Limitation of liability

In any action, claim, loss or damage arising out of the Engagement, you agree that Grant Thornton’s liability will be
several, and not joint and several, and you may only claim payment from Grant Thornton of its proportionate share
of the total liability based on degree of fault as finally determined. Any action against us must be commenced on or
before the date which is the earlier of 1) eighteen months from the completion of the Services; and ii) the date by
which an action must be commenced under any applicable legislation other than limitation legislation.
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The total liability assumed by Grant Thormton for any claim, loss or damage arising out of or in connection with the
Engagement, regardless of the form of action, claim, loss or damage be it tort, contract or otherwise, shall in no event
exceed the aggregate of the professional fees paid to Grant Thornton for that portion of the Services that has given
tise to the claim. In addition, Grant Thornton shall not under any circumstances be liable for any special, indirect or
consequential damages, including without limitation, lost profit or revenue, or similar damages.

Standard terms and conditions
This letter and our standard terms and conditions attached as Schedule A, shall form the basis of the Engagement.

Survival of terms
This engagement letter will continue in force for subsequent audits unless terminated by either party by written notice

prior to the commencement of the subsequent audit.

Acceptance of engagement letter
Please confirm your acceptance of this Engagement by signing below and returning this letter to us.

We are proud to serve you and we appreciate your confidence in our work.
Yours sincerely,

Grant Thornton LLP
Wm 094
James D. Breanan, CPA, CA

Principal

JDB/jf

The services and terms as set forth in this letter are agreed to.
City of Port Colborne
By:

“Signed” “Peter Senese”

“Director of Corporate Services/ Treasurer”

(Title)

“October 24, 2016”
(Date)
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Schedule A
Terms and conditions

Excepr as otherwise specifically stated in the Engagement, the following general terms and conditions apply to and shall form part of the Engagement.

Responsibilities — Geant Thornton shall use all ceasonable efforts to complete the Services within the time-frame, if any, stipulated in the Engagement. Grant
Thoreaton shall not be liable for failures or delays in performance of the Services that arise from causes beyond its control, including the untimely performance by
the Municipality of the Municipality’s obligations and responsibilities as set out in the Engagement.

Information and announcements - "The Municipality shall cause to be provided or provide Grant Thornton with all material information in its possession or
control or to which it has access and such other information as Grant Thormton deems relevant for the purposes of completing the Services contemplated by the
Engagement. The Municipality shall also provide where applicable, access to its directors, officers or professional advisers as required by Grant Thornton in order
for it to complete the Services. The Municipality undertakes that if anything oceurs after the supply of any such information pr documents which would render
same inaccurate, unteue, unfair or misleading it will promptly notify Grant Thoraton and shall take all such steps as Grant Thornton may require to correct such
information or documents.

Unless otherwise contemplated or permitied by the Engagement, any advice, reports (including the audit report). compiled or reviewed financial statements,
information or opinions, whether written or oral, rendered or provided by Grant Thornton to the Municipality (and/or its affiliates) (“Deliverables™), or any
communications between Grant Thornton and the Municipality (and/or its affiliates) in connection with the Engagement may not be disclosed to any third party
without the prior written consent of Grant Thoraron with the exception of, any applicable taxing authorities and the Municipality’s financial instinution. Any
Deliverables shall be solely for the benefit of the Municipality and not for the benefic of any third party and may be relied upon only for the purpose for which the
Deliverable is intended as contemplated and /or defined within the Engagement. Grant Thoraton recognizes no responsibility whatsoever, other than that owed
to the Municipality as at the date on which the Deliverable is given to the Municipality by Grant Thornton, for any unauthorized use of or reliance on any
Deliverables.

Independent contractor — Grant Thornton shall provide all services as an independent contractor and nothing in this Engagement shall be construed as to
create a pastership, joint venture or orhee similar relationship with the Municipality or any other party. Neither the Municipality nor Grant Thoraton shall have
the right, power or authority to obligate or bind the other in any manner.

Subcontracting — The Municipality agrees that Grant Thornton may authorize, allow or require its affiliates and contractors to assist in the performance of the
Services and to share in Grant Thormton’s rghts under the Engagement, including any protections available hereunder, provided that such party (ies) shall commit
(as applicable) to be bound by the obligations set forth in the Engagement.

Grant Thornton International Ltd - Grant Thoraton is a Canadian member of Grant Thornton International Led., a global organization of member firms in
over 100 countrics. Member firms are not members of one international parmership or otherwise legal partners with cach other, There is no common
ownership, control, govemance, or agency relationship between member firms.

Assisting firms —Unless otherwise stipulated within the Fngagement, this Engagement is with Grant Thoraton, In the course of providing the Services, we may
at our sole discretion, deaw upon the resources of or subcontract a portion of the Services to another entity (including a partnership) which may carry on business
under the name which may include within its name “Grant Thoraton” or be another member firm of the worldwide nerwork of Grant Thomton International
Ltd. member firms (herenafter “G'1" Affiliates™).

Unless a GT' Affiliate is contracted by you to pravide any of the Services which are subject to this Engagement, the provision of those Services remuin the
responsibility of Grant Thornton and the Municipality agrees that it will not bring any claim, whether in contract, tort (including neghgence) or otherwise against
ary GT Affiliate in fespect of this Engagement or the Services defined heremn. Tn these ciecomstances, any GT Affiliage that deals with you for the purpose of
completing the Services does so on behalf of Grant Thoraton, The provisions of this clause have been stipulated for the benefivof G Affiliates. GT Affiliates
will have the right to rely on this clause as if they were parties to the Engagement and will have the right (subject to the discretion of the courts) to a stay in
proceedings if you bring any claim against any G'I' AFfiliates in breach of this clause.

Non-solicitation — In addition to any further non-solicitation rights as may be defined within the Engagement, the Municipality agrees that it shall not solicit for
employment or hire any of the parters, principals, employees or consultants of Grant Thomton or GT Affiliatés who are invalved in the performance of the
Services during the term of the Engagement and for a period of twelve (12) months thereafter, without our express written consent,

Confidentiality — Subject to any further rights of disclosure so defined within the Engagement, all information which Grant Thoraton receives from the
Municipality or the Municipality's directors, officers, agents, advisors or counsel in connection with the performance of the Services and which is for the fime
being confidential (“Confidential Information”), will be held in strict confidence, provided that Grant Thornton shall be free to, withour the requirement to seek
any further consent or authorization from the Municipality, make disclosures (a) as a cesult of any applicable law, court or other order binding upon it, under the
laws of, or pursuant to any governmental action (including requests and orders), regulatory requirement, or professional standard obligations (including disclosure
to a pravincial institute of Canadian chastered professional aceountants); (b) make disclosures of such informarion to any professional advisers, consultants
and/or contractors, including GT Affiliates it may consult in connection with the Engagement and the performance of the Services; (¢) to other G'T' Affiliates for
the sole and express purpose of adhering to Grant Thornton International Ltd annual compliance review and (d) make disclosures with the Municipality’s
consent,

Notwithstanding anything to the contrary contained within the Engagement, Grant Thornton shall nor be obligated to treat as confidential, or ntherwise be
subject to any restrictions on use, disclosure or treatment as contained within the Engagement, of any information disclosed by the Municipality which, (i) is
rightfully known by Grant Thoraton on a non-confidential basis prior to its disclosure by the Municipality; (ii) is independently developed by Geant Thornton
without reference to or use of the Municipality’s Confidential Information; (i) is or later becomes publicly available without violation of the Engagement; or (iv)
is lawfully obtained by Grant Thoeaton from another party.

Working papers/reports — The advice ar opinions of Grant Thommn, including all materials, reports, information, data, and work ereated, developed or
performed by Grant Thornton during the course of the Engagement (“the Grant Thorton Materials”) shall belong to Grant Thornton, with the exception of
final tax returns (if applicable), original contracts, other documents of title held to the Municipality's order and any decuments the return of which the
Municipality has stipulated, on or prior to their release to Grant Thoraton (the “Municipaliey Marerials™), Notwithstanding the foregoing, Grant Thornton may
retain a copy of any or all of the Municipality Materials (including Confidential Information) as required by Grant Thornton, in its sole discretion, 1o meet any
obligations imposed by professional srandards.

Conflict of interest— Grant Thomton, its associated entities and G'T AHiliates are involved in a wide range of financial advisory activities out of which
conflicting interests or duties may arise. Within Geant Thornton, its associated entities and Gl Affiliates, practices and procedures are maingained to restrict the
flow of information and thereby manage or assist in managing such conflicts in a proper manner. Nothing within this Engagement will be interpreted to preclude
Grant Thornron, its associated entities or GT Affiliates [rom engaging i any transaction or representing any other party at any time or in any capacity, provided
that Grant Thornton shall not, knowingly provide services to another party under circumstances which would place Grant Thoraton in a direct conflict of nterest
during the term of the Engagement withour the Municipality’s prior written consent. In the event Grant Thornton becomes conflicted, as determined in its
discretion, Grant Thornton shall be permitted, but not obligated to, terminate this Engagement without any additional liability 1o the Municipality, upon fourteen
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(14) days prior written notice.

Independence - In the event the Municipality is (i) an entity that is registered with the United States Securities and Exchange Commission; or (i) an affiliate of a
registrant, and a praovision(s) contained within the Engagement would be prohibited by, or impair the independence of, any member firm of Grant Thornton
International Ltd (“Grant Thornton International”’) under any law or regulation applying to the Client, such provision(s) shall not apply to the Engagement to the
extent that is necessary to avoid the prohibiton against or impairment of the referenced independence of the respective Grant Thoenton International member
firm.

Access to and disclosure of information — Graat Thornton is committed to the protection of personal information. During the course of planning, performing
and reporting the result of the Services or as otherwise permitted under this Engagement, Grant Thornton, its employees, partaers, contractors, consultants, and
GT Affiliates may need to obtain, use and disclose Municipality information (including Confidential Information and personal information) in the possession of,
or under the control of the Municipality. The Municipality acknowledges this potential use and/or disclosure and agrees that itis responsible (vr pbtaining, where
required under applicable law or regulation, a court Grder or consent from any party (including third partics) in order to permit Grant Thomton, its employees,
partners, contractors, consultants, and/or G'T° Affiliates, to access, obrain, use and/or disclose Municipality information (including Confidential Information and
personal information) accessed by us or provided o us by the Municipality or a party authorized by the Municipality for the purposes of completing the Services,
other disclosure so defined within the Engagement or for those additional purposes as more fully explained within Grant Thomton’s privacy policy, as it may be
amended from time to time and available at www.grantthornton.ca,

Electronic communication — Grant Thornton and the Municipality may need to electronically transmit confidential nformanon to éach other and o other
entities engaged by either party during the Engagement. Electronic methods include, but are not limited to telephones, cellular telephones external hard drives,
electronic mail and Facsimiles. These technologies provide for a fast and convenient way to communicate. However, all forms of communications have inherent
security weaknesses and the tisks of compromised confidentality cannot be eliminated. Notwithstanding the inherent risks, the Municipality agrees to the use of
such electronic methods to transmit and recerve information (including confidential information), between Geant Thormton and the Municipality and between
Grant Thoraton and outside specialists, contractors or other entities engaged by either Grant Thomton or the Municipality. The Municipality further ageees that
Granr Thoraron shall aot be liable for any loss, damage, expense, inconvenience or harm resulting from the loss, delay, interception, corruption or alteration of
any electronic communication due to any reason whatsoever,

The Municipality also ageees that Grant Thomton professionals shall be authorized to conncet their computers to the Municipality’s TT network, subject o any
specific restrictions the Municipality provides to Grant Thornton. Connecting to the Municipality’s I'T network or the internet via this network, while at the
Municipality’s premises, will be primarily for the purpose of conducting normal business activities, and those relating to the completion of the Services,

Expenses — IT applicable, the Municipality will reimburse Grant Thornton for all reasonable out-of-pocket expenses incurred by Grant Thornton in entering into
and performing the Services, whether or not it 1s completed, including bur not limited to, travel, relecommunications costs, fees and disbursements of other
professional advisers, and other disbursements customary in engagements of this nature. All other vut-of-pocket expenses will be charged at cost as incurred by
Grant Thoraton.

Taxes — All fees and other charges payable to Grant Thornton do not include any applicable federal, provineial, or other goods and services tax or sales tax, or
any other taxes or duties whether presently in force or impased in the future. All sums payable to Grant Thoraton hereunder shall be paid in full without
withholding or deduetion.

Billing —All invoices issued by Grant Thornton hereunder are due within 30 days of the invoice date. Interest will be charged on all overdue accounts at a rate of
1.5% per month (18" per annum) until paid. Fees paid or payable to Grant Thornton uader this Engagement are non-refundable and shall not be subject to set-
off. Unless otherwise direcred by Grant Thornton, all fees, expenses and other sums will be billed and payable in Canadian Dollacs.

Termination —Either the Municipality or Graat Thornton may terminate the Engagement upon fourteen (14) days prior written notice to the other party. In
addition to the foregoing, Grant Thoraton may also terminare the Engagement in the event of a breach of any term of the Engagement by the Municipality which
is not cured by the Municipality within ten (10) days af receipt oF written notice as to the breach. Upon wrmination for any reason, the partics shall return each
other's confidential information, except that Grant Thornton may retain one copy for its working papers and one copy of the Municipality Materials even il same
miy contain confidential information of the Municipality, Tn addition to its fights of ermination pravided herein and notwithstanding anything to the contrary in
the Engagement, Grant Thornion shall also have the right upon five (5) days prior written notice to the Municipality to (i) suspend or terminate its Services in the
event the Municipality fails to pay Grant Thoraton any amount due to it under the teems of the Engagement; or (i) terminate its Services in the event Graat
Thornton discovers any information which Grant Thornton determines, in its sole discretion, may affect its reputation, integrity, or independence. In the event of
termination, the Municipality agrees to compensate Grant Thornton for all time expended and costs incurred up to and including the date of terminaoon,

Tn the event neither the Municipality or Grant Thomton exercise any of their respective nghts regarding rermination of the Engagement, the Engagement will
continue in full force and effect for the year ending noted within the Engagement and until such time as the Engagement is superseded or replaced by another
Lingagement,

Severability — Each provision of this Eagagement is severable and if any provision (in whole or in part) is or becomes mvalid or unenforceable or contravenes
any applicable regulations or laws, the remaining provisions and the remainder of the affected provision (if any) will not be affected.

Assignment — No assignment shall be made by etther party of their respective obligations under this Engagement without the prior written consent of the other
party.

Publication — Unless otherwise permirred by the engagement, under no circumstances withour the express prios written consent of Grant Thormton, shall the
Municipality disclose, release, use, make reference to, or quote Grant Thormton's name, logo or any Deliverable (whether written or verbal) within any press
release, press conference, website update, media release or any other form of public disclosure (“Disclosure Document™) other than for litigation purposes, but
only to the extent and in the manner that such use is contemplated by the Engagement. Tn the event the Munieipality wishes to seck Grant Thotnton's consent as
required by the Engagement, the Municipality shall provide to Grant Thoraton a eopy of such Disclosure Document For priot approval, which approval may be
unrepsonably withheld.

Municipality representations, warranties and covenants - The Municipality represents, warrants and covenants to Grant Thornton that:

2.  the execution, delivery and performance of the Engagement has been duly authorized and does not conflict with or violate any contractual, statutory,
common law, legal, regulatory or other obligaton by which the Municipality is bound; and

b.  the Engagement is the legal, valid and binding obligation of the Municipality, enforceable in accordance with its terms,

Grant Thornton representations, warranties and covenants - Grant Thoenton represents, warrant and covenants 1o the Municipality that Grant Thornton
will provide the Services described within the Engagement in a professional and competent manner. Grant Thornton makes no other representation or
warrantics and explicitly disclaims all other warranties and representations whether expressed or implied by law, usage of trade, course of dealing or otherwise:
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Surviving provisions — The Municipality’s obligations in respect of conflidentiality, payment of fees and expenses, Municipality consent to producton, release
and indemnification, and limitation of lability as outlined within the Engagement shall survive termination of the Engagement.

Governing law and forum — The Engagement, including these terms and conditions shall be governed by and construed in accordance with the laws of the
Province in which the Engagement was signed by Grant Thoraton.

Other matters — The failure of either party to insist on strict performance of the Engagement, or (o exercise any option herein, shall not act as a waiver of any
right, promise or option, but the same shall be in full force and effect. No waiver of any term or pravision or of any breach or default shall be valid unless in
writing and signed by the party giving such waiver, and na such waver shall be deemed a waiver of any other term or provision or any subsequent breach or
default of the same or similar narure.

Complete agreement - This Engagement, including these terms and conditions and any schedules, sets forth the entire understanding of the parties relating
the subject matter hereof and supersedes and cancels any prior communications, understandings, and agreements between the parties. This Fngagement may not
be amended or modified exeept in writing berween the pacties and shall inure to the benefir of and be binding upon the parties and their respective successors.
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Appendix D — Draft
independent auditor’s
report

To the Members of Council, Inhabitants and Taxpayers of the
Corporation of the City of Port Colborne

Opinion

We have audited the consolidated financial state Corporation of the City of Port Colborne (“the
Municipality"), which comprise the consolidated sta\fe ent o lnanmal position as at December 31, 2019,
and the consolidated statements of operations, chai in net debt and cash ﬁows for the year then ended

and notes to the consolidated financial state

the Consolidated Financial Statemients section of our report. We are independent of the Municipality in
accordance with the ethical requw’ements that are relevant to our audit of the consolidated financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Municipality's ability to continue as a going concern, disclosing, as applicable, matters related to a going
concern and using the going concern basis of accounting unless management either intends to liquidate the
Municipality or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Municipality's financial reporting
process.

156



Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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 Municipality 's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

Conclude on the appropriateness of management'
based on the audit evidence obtained, whether a'm
that may cast significant doubt on the Municipality /s
that a material uncertainty exists, we are required to

ce regarding the financial information of the entities or business
organizations it controls to express an opinion on the consolidated
financial statements. We are r sible for the direction, supervision and performance of the group audit.
We remain solely responsible forour audit opinion.

We communicate with those charged with governance regarding, ameng other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

Port Colborne, Canada Chartered Professional Accountants
Licensed Public Accountants
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Appendix E — Draft
management
representation letter

November 9, 2020

Grant Thornton LLP

Chartered Professional Accountants
PO Box 336

Port Colborne, ON

L3K 5W1

Dear Sirs:

We arte providing this letter in connection with yOg
of the Corporation of the City of Poit C lb‘e

ill d our 1esponmb1}me:~ for the prepqmtlon of the consolidated
financial statements accordanceua_'. th Canadian public sector accounting standards and for the
design and m‘;plemeﬁtaﬁé,ﬂ of in : rnal controls to prevent and detect fraud and error. We have
assessed the risk that the co hd'ated financial statements may be materially misstated as a result of
fraud, and have determined such tisk to be low. Further, we acknowledge that your examination
was planned and conducted in accordance with Canadian generally accepted auditing standards
(GAAS) so as to enable you fo express an opinion on the consolidated financial statements. We
understand that while your work includes an examination of the accounting system, internal
controls and related data to the extent you considered necessary in the circumstances, it is not
designed to identify, nor can it necessasily be expected to disclose, fraud, shortages, errors and other
itregularities, should any exist.

Certain representations in this letter are described as being limited to matters that are material.
item is considered material, regardless of its monetary value, if it is probable that its omission from
or misstatement in the consolidated financial statements would influence the decision of a
reasonable person relying on the consolidated financial statements.

We confirm, to the best of our knowledge and belief, as of November 9, 2020, the following
representations made to you during your audit.
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Financial statements

1

The consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the municipality as at December 31, 2019 and the results of its operations and
its cash flows for the year then ended in accordance with Canadian public sector accounting
standards, as agreed to in the terms of the audit engagement.

Completeness of information

2

We have made available to you all financial records and related data and all minutes of the meetings
of Council and committees of Council, as agreed in the terms of the audit engagement. Summaries
of actions of recent meetings for which minutes have not yet been prepared have been provided to
you. All significant Council and committee actions are included in the summaries.

We have provided you with unrestricted access to persons within the municipality from whom you
determined it necessary to obtain audit evidence.

There are no material transactions that have not been properly recorded in the accounting records
underlying the consolidated financial statements. The adjusting journal entries which have been
proposed by you are approved by us and will be recorded on the books of the municipality.

We are unaware of any known or probable instances of non-compliance with the requirements of
regulatory or governmental authorities, including? financial reporting requirements.

I&]ﬁgg\,d parties and related party transactions, including sales,
lmbﬂlf_tes and serﬂce': leqsmg arrangements guarantees, non-

You provided a non-attest setvice b} assisting us with drafting the consolidated financial statements
and related notes. In connecuon with this non-attest service, we confirm that we have made all
management decisions and performed all management functions, have the knowledge to evaluate
the accuracy and completeness of the consolidated financial statements, and accept responsibility
for such consolidated financial statements.

Fraud and error

10

11

13

We have no knowledge of frand or suspected fraud affecting the municipality involving
management; employees who have significant roles in internal control; or others, where the fraud
could have a non-trivial effect on the consolidated financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the municipality’s
financial statements communicated by employees, former employees, analysts, regulators or others.

We acknowledge our responsibility for the design, implementation and maintenance of internal
control to prevent and detect fraud.

We believe that the effects of the uncorrected financial statement misstatements summarized in the
accompanying schedule are immatenal, both individually and in the aggregate, to the consolidated
financial statements taken as a whole.
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Recognition, measurement and disclosure

14

15

16

17

18

19

20

21

22

23

24

We believe that the significant assumptions used by us in making accounting estimates, including
those used in arriving at the fair values of financial instruments as measured and disclosed in the
consolidated financial statements, are reasonable and appropriate in the circumstances.

We have no plans or intentions that may materially affect the carrying value or classification of
assets and liabilities, both financial and non-financial, reflected in the consolidated financial
statements.

All related party transactions have been appropriately measured and disclosed in the conselidated
financial statements.

The nature of all material measurement uncettainties has been appropriately disclosed in the
consolidated financial statements, including all estimates where it is reasonably possible that the
estimate will change in the near term and the effect of the change could be material to the
consolidated financial statements.

All outstanding and possible claims, whether or not they have been discussed with legal counsel,
have been disclosed to you and are appropriately reflected in the consolidated financial statements.

All ll.lbl]mes and conr_mgcncles mcludmg those assocignted wmth gu'uantees whethe1 written or oral,

With respect to environmental matters:

a) at year end, there were no liabilities
you;

L) liabilities or contingencies 11:\
consolidated ﬁ.n.mua.l :

encumbrances on the mum:apah‘ry s assets nor has any been pledged as collateral.

We have disclosed to you, and the municipality has complied with, all aspects of contractual
agreements that could have a material effect on the consolidated financial statements in the event of
non-compliance, including all covenants, conditions or other requirements of all outstanding debt.

The Harmonized Sales Tax (HST) transactions recorded by the municipality are in accordance with
the federal and provincial regulations. The HST hability /receivable amounts recorded by the
municipality are considered complete.

Employee fumre benefit costs, assets, and obligations have been determined, accounted for and
disclosed in accordance with the requirements of Section 3250 Retirement Benefifs and Section 3255
Post-Employment Benefits, Compensated Absences and Terminations Benefits of the Canadian Institute of
Chartered Accountants (CICA) Public Sector — Accounting,

Events subsequent to the statement of financial position date up to the date hereof have been
recognized or disclosed in the financial statements. Further, there have been no events subsequent
to the date of the comparative financial statements that would require adjustment of those financial
statements and related notes.
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26 We have provided sufficient and appropriate disclosure of the impact of COVID-19 on the
municipality in Note 25 to the financial statements. The representations made therein accurately
reflect the impact to the municipality and its continued operations.

Other

27 We have considered whether or not events have occurred or conditions exist which may cast
significant doubt on the municipality’s ability to continue as a going concern and have concluded
that no such events or conditions are evident.

Yours very truly,

Chief Administrative Officer

Director of Corporate Services/Treasurer
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Uncorrected misstatements

Non-trivial misstatements noted during the course of our audit but not adjusted in the consolidated financial

statements were as follows:

Statement of
Increase (Decrease) Statement of Financial Position Operations Effect
Description Assets Liabilities Accumulated surplus Annual surplus
To reduce the allowance for $ 111,000 $ 111,000
uncollectible taxes receivable
Total adjustments $ 111,000 $ 111,000
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Appendix F — Internal
control letter

November 9, 2020

Corporation of the City of Port Colborne
66 Charlotte Street

Port Colborne, ON

L3K 3C8

Attention: Members of Management:

Dear Members of Management:

In connection with our audit of the City of Port Colborne consolidated financial statements as of
December 31, 2019 and for the year then ended, the Canadian Auditing Standards require that we advise
management and Council (hereinafter referred to as “those charged with governance") of the following
internal control matters identified during our audit.

Our responsibilities

Our responsibility, as prescribed by the Canadian Auditing Standards, is to plan and perform our audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement,
whether caused by error or fraud. An audit includes consideration of internal control over financial reporting
(hereinafter referred to as “internal control”) as a basis for designing audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of identifying deficiencies in internal control or expressing an opinion on the effectiveness of the
City's internal control. Accordingly, we express no such opinion on internal control effectiveness.

Identified deficiencies in internal control
We identified the following internal control matters as of the date of this letter that are of sufficient
importance to merit your attention.

Significant deficiencies
Our consideration of internal control would not necessarily identify all deficiencies in internal control that,
individually or in combination, may be material weaknesses or significant deficiencies.

A deficiency in internal control (“control deficiency”) exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a
material misstatement of the City's annual or interim financial statements will not be prevented or detected
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
over financial reporting that is less severe than a material weakness, yet important enough to merit attention
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by those responsible for oversight of the City's financial reporting (also referred to as those charged with
governance).

We consider the following identified control deficiencies to be significant deficiencies.
Information Technology

Segregation of duties and assignment of administrator rights

The following weaknesses have been identified in the information technology system, specifically relating to
the assignment of responsibilities and network administrator rights:

The Director of Corporate Services and the Manager of Accounting and Revenue have been assigned
administrator rights in the financial reporting application. This allows them unrestricted access to all
modules of the system, and results in a lack of segregation of duties as they are responsible for the City's
financial reporting. Although our audit procedures did not identify any unauthorized or unusual transactions
recorded in the financial application by these individuals, the potential exists for unauthorized transactions to
be recorded by the administrators and go undetected.

Management response

The Director of Corporate Services and the Manager of Revenue and Taxation's network administrator
rights have been removed effective October 15, 2019. The Information Technology Manager will assign
responsibilities in the financial reporting application effective October 15, 2019. Only the Information
Technology Manager sets up new employees and assigns roles and accesses.

Review of user access rights

There is currently no formal process in place for management to regularly review and approve user access
rights on the network and financial reporting applications. Given the segregation of duties issues that have
been identified in the assignment of administrator rights, the regular review by department supervisors or
other management of user access rights will ensure that only appropriate and currently employed staff have
user ID's on the network and in the applications. As well, this review will ensure that the users have access
appropriate for their roles and responsibilities within the organization.

Management response

The Director of Corporate Services, the Manager of Revenue and Taxation, and the Information Technology
Manager will review and approve user access on the network and financial reporting applications quarterly
beginning October 15, 2019. With the new Director, we will resume this practice in 2020.

Financial Reporting

Journal entry controls

The Director of Corporate Services and the Manager of Accounting and Revenue have the ability to post
journal entries into the financial reporting application. Duties of senior financial reporting personnel should
not include the ability to make journal entries as it is important to have an appropriate level of review and

authorization over journal entries. Staff members who have responsibility for authorization and approval of
journal entries should not have the ability to post entries into the system.
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Management response

The journal entry controls suggested will require three different individuals to prepare, approve and then
post a journal entry into the financial reporting application. This control is excessive. Senior financial
personnel at the City are working managers and at times are required to prepare journal entries. Currently,
Corporate Services staff prepare journal eniries. Once prepared, either the Manager of Revenue and
Taxation or the Director of Corporate Services preform a thorough review, approve and then post the journal
entry to the financial reporting application.

Financial Activities
Segregation of duties

During the course of our planning procedures it came to our attention that segregation of duties remains an
issue in the accounting cycles of your operations. When duties are not segregated in the control
environment, the City is more susceptible to fraud and errors that may not be identified during our audit
procedures.

When one person performs most duties in an accounting cycle, such as revenue, collusion is not required to
commit fraudulent activities, since there is less likelihood that such an activity will be detected. For
example, a staff member responsible for billing and accounts receivable posting should not be handling
cash receipts. The potential is there for a misappropriated payment to be not posted to a receivable
account and the receivable reconciliation to the general ledger to be altered so that the fraud is not exposed.
If the cash receipts duty is given to another staff member, such a potential fraudulent activity could be
prevented, the two employees must work together to commit the fraudulent act.

Management response

Billing and accounts receivable posting will be segregated effective January 1, 2020,

Currently, the CSR/accounts receivable clerk has the ability to enter and post cash receipts. Although this
role is a back-up to the CSR/cashier, she does on occasion perform cashier duties. In 2021, there are plans
to hire an additional part-time CSR/cashier. This will alleviate the need to use the CSR/accounts receivable
clerk to perform cashier duties. The Manager of Revenue and Taxation needs to approve all credits (not
including payments) issued against accounts receivable invoices.

Management responses
The Management's written responses to the internal control matters identified herein have not been
subjected to our audit procedures and accordingly, we express no opinion on them.

* Kk E

This communication is intended solely for the information and use of management, those charged with
governance, and others within the City and is not intended to be and should not be used by anyone other
than these specified parties.

Yours sincerely,
Grant Thornton LLP

James D. Brennan, CPA, CA
Principal

JDBjf

165



Appendix G — PSAS

Accounting developments

Public Sector Accounting Standards [updated June 30, 2020] Effective date
Section PS 3400 Revenues
New Section PS 3400 Revenue establishes standards on how to account for and report on revenue. It does not apply to NEW

revenues for which specific standards already exist, such as government transfers, tax revenue or restricted revenues. The
Section distinguishes between revenue that arises from transactions that include performance obligations (i.e., exchange
transactions) and transactions that do not have performance obligations (i.e., non-exchange transactions). The main
features of the new Section are:

- Performance obligations are defined as enforceable promises to provide specific goods or services to a specific payer

- Revenue from transactions with performance obligations will be recognized when (or as) the performance obligation is
satisfied by providing the promised goods or services to the payer

« Revenue from transactions with no performance obligations will be recognized when a public sector entity has the
authority to claim or retain the revenue and identifies a past transaction or event that gives rise to an asset

Fiscal years beginning on or after
April 1, 2023.

Earlier adoption is permitted.

The effective date was previously
April 1, 2022, but as a result of
the COVID-19 pandemic, the
Public Sector Accounting Board
(PSAB) has deferred the effective
date by one year.

Section PS 3280 Asset retirement obligations

New Section PS 3280 Asset Retirement Obligations establishes standards on how to account for and report a liability for
asset retirement obligations. An asset retirement obligation is a legal obligation associated with the retirement of a tangible
capital asset.

Asset retirement costs associated with a tangible capital asset increase the carrying amount of the related tangible capital
asset and are expensed in a rational and systematic manner, while asset retirement costs associated with an asset no
longer in productive use are expensed. Measurement of the liability for an asset retirement obligation should result in the
best estimate of the amount required to retire a tangible capital asset at the financial statement date. A present value
technique is often the best method to estimate the liability. Subsequent measurement of the liability can result in either a
change in the carrying amount of the related tangible capital asset, or an expense, depending on the nature of the
remeasurement or whether the asset remains in productive use.

As a result of the issuance of Section PS 3280, the Public Sector Accounting Board (PSAB) approved the withdrawal of
Section PS 3270 Solid waste landfill closure and post-closure liability as asset retirement obligations associated with
landfills will be within the scope of PS 3280. PS 3280 does not address costs related to remediation of contaminated sites,
which will continue to be addressed in Section PS 3260 Liability for confaminated sites. Some consequential amendments
have been made to PS 3260 to conform with PS 3280 and further clarify the scope of each standard.

AN EWT

Fiscal years beginning on or after
April 1, 2022.

Earlier adoption is permitted.

The effective date was previously
April 1, 2021, but as a result of
the COVID-19 pandemic, the
PSAB has deferred the effective
date by one year.
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Section PS 3450 Financial instruments, Section PS 2601 Foreign currency translation, Section PS 1201 Financial
tatement pr tation, and PS 3041 Portfolio investments

PS 3450 Financial instruments is a new Section that establishes standards for recognizing and measuring financial assets,
financial liabilities and non-financial derivatives. Some highlights of the requirements include:

- a public sector entity should recognize a financial asset or a financial liability on its statement of financial position when
it becomes a party to the contractual provisions of the instrument

« financial instruments within the scope of the Section are assigned to one of two measurement categories: fair value, or
cost / amortized cost

« almost all derivatives are measured at fair value
« fair value measurement is required for portfolio investments in equity instruments that are quoted in an active market
- other financial assets and financial liabilities are generally measured at cost or amortized cost

» until an item is derecognized, gains and losses arising due to fair value remeasurement are reported in the statement of
remeasurement gains and losses when the public sector entity defines and implements a risk management or
investment strategy to manage and evaluate the performance of a group of financial assets, financial liabilities or both
on a fair value basis, the entity may elect to include these items in the fair value category

= additional disclosures with respect to financial instruments will be required, including the nature and extent of risks
arising from a public sector entity's financial instruments

PS 2601 Foreign currency transiation revises and replaces Section PS 2600 Foreign currency translation. Some highlights
of the reguirements include:

« the deferral and amortization of foreign exchange gains and losses relating to long-term foreign currency denominated
monetary items is discontinued

= until the pericd of settiement, foreign exchange gains and losses are recognized in the statement of remeasurement
gains and losses rather than the statement of operations

PS 1201 Financial statement presentation revises and replaces Section PS 1200 Financial statement presentation. The
main amendment to this Section is the addition of the statement of remeasurement gains and losses.

PS 3041 Portfolio investments revises and replaces Section PS 3040 Porifolio investments.
The issuance of these new sections also includes consequential amendments to:
= Introduction to accounting standards that apply only to government not-for-profit organizations
« PS 1000 Financial statement concepts
« PS 1100 Financial statement objectives
- PS8 2125 First-time adoption by government organizations
« PS 2500 Basic principles of consolidation
- PS 2510 Additional areas of consolidation
- PS 3050 Loans receivable
- PS 3060 Government partnerships
- PS 3070 investments in government business enterprises
« PS 3230 Long-term debt
PS 3310 Loan guarantees
« PS 4200 Financial statement presentation by not-for-profit organizations

**NEW**

The new requirements are all
required to be applied at the
same time.

For governments - Fiscal years
beginning on cor after April 1,
2022.

For government organizations
that applied the CPA Canada
Handbook — Accounting prior to
their adoption of the CPA
Canada Public Sector Accounting
Handbook - Fiscal years
beginning on or after April 1,
2012.

For all other government
organizations - Fiscal years
beginning on or after April 1,
2022.

Earlier adoption is permitted.

For public sector entities other
than government organizations
that applied the CPA Canada
Handbook — Accounting prior to
adopting the CPA Canada Public
Sector Accounting Handbook, the
effective date was previously
April 1, 2021, but as a result of
the COVID-19 pandemic, the
PSAB has deferred the effective
date by one year.
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PSG-6 Including results of organizations and partnerships applying fair value measurement was withdrawn as a rasult of
the issuance of these sections.

In April 2020, the PSAB issued amendments to clarify aspects of the Section's application and add new guidance to the
transitional provisions of Section PS 3450.

The amendments introduce changes to the accounting treatment for bond repurchase transactions. Specifically, the
amendments no longer require bond repurchase transactions to be treated as extinguishments, unless they are discharged
or legally released from the obligation or the transactions meet certain criteria to be considered an exchange of debt.

The amendments also provide clarification on the application of certain areas of Section PS 3450, these include;
= Section PS 3450 does not apply unless a contractual right or a contractual obligation underlies a receivable or payable

« how a transfer of collateral pursuant to a credit risk management mechanism in a derivative contract is accounted for
and

- derecognition of a financial asset does not eccur if the transferor retains substantially all the risks and benefits of
ownership

Finally, the amendments have added new guidance to the transitional provisions as follows:

« controlling governments should use the carrying values of the financial assets and liabilities in the records of its
government organizations when consolidating a government organization

« any unamortized discounts, premiums, or transaction costs associated with a financial asset or financial liability in the
cost/amortized cost category should be included in the item's opening carrying value and

« in cases where derivatives were not recognized or were not measured at fair value prior to adopting PS 3450, any
difference between the previous carrying value and fair value should be recognized in the opening balance of
accumulated remeasurement gains and losses.

Strategic plan for not-for-profit organizations in the public sector

Since 2012, government not-for-profit organizations (GNPOs) have been required to adopt PSAS but were given the option of applying the
specific GNPO accounting standards in PSAS. Some GNPOs have utilized those standards, while others have not. The PSAB recognized that
a "one-size-fits-all" approach may not be appropriate for all stakeholders. As a result, the PSAB's 2017-2020 Strategic Plan included plans to

assess the specific needs of public sector NPO stakeholders. PSAB's 2018-2019 Annual Plan includes the following specific objectives for
implementing its strategy:

» developing a GNPO strategy that meets the public interest; and
« enhancing engagement with users of GNPO financial statements.

In 2018, PSAB consulted with over 100 GNPO stakeholders to understand their fiscal and regulatory environment, their financial reporting

needs, and their financial reporting perspectives. Diversity in the financial reporting framework, presentation of net debt and fund accounting, the
impact of balanced budget requirements and endowments were some of the items stakeholders raised.
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In May 2019, the PSAB issued a Consultation Paper, Government Not-for-Profit, which articulated the results of their consultations and sought
stakeholder input in developing a strategy for GNPOs. The comment period for the Consultation Paper ended on September 30, 2019 and
PSAB is currently deliberating the responses. As part of their strategic plan for 2020 to 2021, the PSAB plans to issue a second consultation
paper in the third quarter of 2020 proposing an accounting and reporting framework for GNPOs. They also expect to approve the final GNPO
strategy, based on responses to the two consultation papers, outreach, and its international strategy decision.

International strategy

The PSAB has reviewed its current approach towards International Public Sector Accounting Standards (IPSAS) with the intent of developing
options for its International Strategy. In May 2019, it issued a second Consultation Paper Reviewing PSAB’s Approach to International Public
Sector Accounting Standards that considered 4 options. At its May 2020 meeting, following deliberation of stakeholder feedback to the

Consultation Paper, PSAB decided on the option that will adapt IPSAS principles when developing future Canadian Public Sector Accounting
Standards for the Public Sector Accounting Handbook. In tandem with that decision, PSAB issued a brief document summarizing its decision

and what it means, entitled: In Brief — A plain and simple overview of PSAB's 2020 decision to adapt IPSAS principles when developing future
standards. This decision will apply to all projects beginning on or after April 1, 2021.

Concepts underlying financial performance

In response to feedback from stakeholders, the PSAB is proposing changes to its conceptual fr