N City of
s Richmond Agenda

Finance Committee

Anderson Room, City Hall
6911 No. 3 Road

Monday, December 7, 2015
Immediately Following the General Purposes Committee meeting

Pg. # ITEM

MINUTES

FIN-5 Motion to adopt the minutes of the meeting of the Finance Committee held
on November 2, 2015.

FINANCE AND CORPORATE SERVICES DIVISION

1. 2015 AUDIT ENGAGEMENT
(File Ref. No. 03-0905-01) (REDMS No. 4814774)

FIN-10 See Page FIN-10 for full report

Designated Speaker: Jerry Chong

STAFF RECOMMENDATION

That the 2015 Audit Planning Letter from KPMG, LLP, dated November
13, 2015, be received for information.

2. FINANCIAL INFORMATION - 3P QUARTER SEPTEMBER 30, 2015
(File Ref. No.) (REDMS No. 4786970)

FIN-35 See Page FIN-35 for full report

Designated Speaker: Cindy Gilfillan

FIN-1
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Finance Committee Agenda — Monday, December 7, 2015

Pg. #

FIN-63

FIN-69

ITEM

STAFF RECOMMENDATION

That the staff report titled, “Financial Information — 3" Quarter September
30, 2015, dated November 18, 2015 from the Director, Finance be received
for information.

RICHMOND OLYMPIC OVAL CORPORATION

3"° QUARTER 2015 - FINANCIAL INFORMATION FOR THE

RICHMOND OLYMPIC OVAL
(File Ref. No.) (REDMS No. 4818693)

See Page FIN-63 for full report

Designated Speaker: Rick Dusanj

STAFF RECOMMENDATION

That the report on Financial Information for the Richmond Olympic Oval
Corporation for the third quarter ended September 30, 2015 from the
Controller of the Richmond Olympic Oval Corporation be received for
information.

FINANCE AND CORPORATE SERVICES DIVISION

2016 OPERATING AND CAPITAL BUDGETS FOR RICHMOND

PUBLIC LIBRARY
(File Ref. No.) (REDMS No.)

See Page FIN-69 for full report

Designated Speaker: Greg Buss

STAFF RECOMMENDATION

That the 2016 Richmond Public Library Operating and Capital budgets as
presented in the report dated December 2, 2015 from the Chief Librarian
and Secretary to the Board be approved with a same level of service
municipal contribution of $8,793,930.
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Pg. #

FIN-73

FIN-210

FIN-263

ITEM

5.

2016 CAPITAL BUDGET
(File Ref. No. 03-0970-01) (REDMS No. 4761439 v. 8)

See Page FIN-73 for full report

Designated Speakers: Andrew Nazareth & Jerry Chong

STAFF RECOMMENDATION

That the 2016 Capital Budget totalling $104.1M be approved and staff
authorized to commence the 2016 Capital Projects.

2016 PROPOSED OPERATING BUDGET
(File Ref. No. 03-0970-01) (REDMS No.)

See Page FIN-210 for full report

Designated Speakers: Andrew Nazareth & Jerry Chong

STAFF RECOMMENDATION
That:

(1) the 2016 Operating Budget presented in the staff report dated
November 26, 2015 from the Director, Finance with a total tax
increase of 2.06% be approved;

(2) ongoing additional levels in the amount of $209,653 with a tax impact
of 0.11% as presented in Attachment 9 of the staff report titled “2016
Proposed Operating Budget” from the Director, Finance be
approved; and

(3) atax increase of 1.00% for infrastructure replacement needs as per
Council’s Long Term Financial Management Strategy be approved.

2016 ONE-TIME EXPENDITURES
(File Ref. No. 03-0970-01) (REDMS No. 4763304 v. 6)

See Page FIN-263 for full report

Designated Speakers: Andrew Nazareth & Jerry Chong
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Finance Committee Agenda — Monday, December 7, 2015

Pg. #

FIN-271

ITEM

STAFF RECOMMENDATION

That the recommended one-time expenditures in the amount of $1.635M, as
outlined in the staff report titled “2016 One-Time Expenditures”, be
approved for funding from the Rate Stabilization Account.

2016 COUNCIL COMMUNITY INITIATIVES ONE-TIME

EXPENDITURES
(File Ref. No. 03-0970-01) (REDMS No. 4811158 v. 3)

See Page FIN-271 for full report

Designated Speakers: Andrew Nazareth & Jerry Chong
STAFF RECOMMENDATION

(1) That the one-time expenditure requests as outlined in Attachment 1
of the staff report titled “2016 Council Community Initiatives One-
Time Expenditures” from the Director, Finance, be received for
information; and

(2)  That funding of $895,000 for the 2017 Canada 150™ Steveston Ships
to Shore Events be included in the City’s 5-Year Financial Plan
(2016-2020) Bylaw.

ADJOURNMENT
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Date:

Place:

Present:

Absent:
Call to Order:

4789515

y of
hmond

Finance Committee

Monday, November 2, 2015

Anderson Room
Richmond City Hall

Mayor Malcolm D. Brodie, Chair
Councillor Derek Dang
Councillor Carol Day

Councillor Ken Johnston
Councillor Alexa Loo

Councillor Bill McNulty
Councillor Linda McPhail
Councillor Harold Steves

Councillor Chak Au

The Chair called the meeting to order at 4:49 p.m.

MINUTES

It was moved and seconded

Minutes

That the minutes of the meeting of the Finance Committee held on October

5, 2015, be adopted as circulated.

FINANCE AND CORPORATE SERVICES DIVISION

CARRIED

DISSEMINATION OF ASSESSMENT AND PROPERTY TAX

INFORMATION
(File Ref. No.) (REDMS No. 4775210)

In reply to questions from Committee, [vy Wong, Manager, Revenue, advised
that the video was developed by an external company and that it would be
available on the City’s website and promoted through the City’s Twitter and

YouTube accounts.
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Finance Committee
Monday, November 2, 2015

It was suggested that, upon approval of the 2016 Capital, Utility and
Operating Budgets, the video be shown at a Regular meeting of Council.

Discussion ensued regarding the BC Assessment Office’s phone number
appearing on the video and that a greater emphasis on the property assessment
and appeal processes may be helpful. It was suggested that the City website
provide information regarding the assessment appeal process following BC
Assessment’s notice mail out and that a link to the video be placed on the
City’s 2016 tax notice.

It was moved and seconded
That the property tax 101 video be promoted through the City’s multimedia
channels.

CARRIED

CORPORATE SERVICE LEVEL REVIEW UPDATE Q2 - 2015
(File Ref. No.) (REDMS No. 4651551 v. 8)

In response to queries from Committee, Cecilia Achiam, Director,
Administration and Compliance, provided background information on the
roles and functions of the Administration and Compliance Department, the
Corporate Operational Service Level Review Team, and the Finance Cost
Control and Efficiency Subcommittee. She commented that the Corporate
Service Level Review (CSLR) is a management tool utilized to inform the
Chief Administrative Officer (CAO) and Senior Management Team on
opportunities for improvement and was not designed to be a budgeting tool or
to make recommendations for cost reductions.

Andrew Nazareth, General Manager, Finance and Corporate Services, advised
that additional programming or service level requests that have been
identified by staff or Council throughout the year are addressed through the
budget’s additional level process. In addition, he advised that the CSLR was
a tool used to review performance, efficiency, effectiveness, and cost
containment. It was noted that the addition or removal of services would be at
Council’s discretion.

George Duncan, CAQO, commented that the CSLR is an administrative
management tool and that any outcomes resulting in staff identifying a need
for additional services would be considered during the additional levels
process in the budget. He further commented that, throughout the course of
the year, Council may identify or support a need for resources, which would
be considered during the additional levels process or, alternatively, staff may
identify a funding source without the need to consider an additional level.

FIN - 6



Finance Committee
Monday, November 2, 2015

In terms of the organizational structure, Mr. Duncan advised that the review is
an ongoing process and that organizational and/or structural changes driven
by the current Council Term Goals or the need to improve customer service
are brought before Council throughout the year.

Councillor Steves left the meeting (5:18 p.m.) and returned (5:22 p.m.).

Discussion ensued regarding providing information related to service level
comparisons between local municipalities to demonstrate the City’s
effectiveness in reaching positive and/or negative efficiency results.

In reply to a question from Committee, Mr. Duncan advised that the figures
presented in Attachment 1 - Regional Lens are favourable as they indicate that
Richmond, on a per capita basis, invests more on capital projects than a
municipality in similar size and circumstance. In addition, he commented that
the charts are intended to provide an update on the administrative reviews
undertaken to assist in service level improvements and to inform Council on
the core, traditional and discretionary services. He further commented that
the CSLR also serves to provide direction in the development of departmental
strategies such as the Information Technology Digital Strategy.

Discussion continued on the City’s success in achieving reasonable budgets
and containing property tax increases while responding to downloading of
services from senior levels of government. It was suggested that future
reports include a flow chart demonstrating how the CSLR works in
conjunction with the budget process.

It was moved and seconded

That the staff report titled “Corporate Service Level Review Update Q2 —
2015,” dated October 9, 2015, from the Director, Administration and
Compliance, be received for information.

CARRIED

2016 UTILITY BUDGETS AND RATES
(File Ref. No. 03-0970-01) (REDMS No. 4716954 v. 5)

In response to queries from Committee, Lloyd Bie, Manager, Engineering
Planning, provided the following information:

= Option 3 for the Water Utility budget recommends the removal of the
rate stabilization provision drawdown, which would increase the 2016
water budget by 1% while preserving the balance of the provision funds
for future capital projects;

= the proposed 2016 Metro Vancouver (MV) water rate is the projected
rate and staff do not anticipate receiving the actual rate prior to
establishing the 2016 utility rates;

" MYV water purchases represent 55% of the total Water Utility budget;
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Finance Committee
Monday, November 2, 2015

= Option 3 for the Sewer Utility budget recommends an additional $1
million for additional Capital Infrastructure Replacement due to aging
sewer infrastructure, which can be achieved through a 1% increase in
the sewer rates;

= the proposed change to the Drainage and Diking Utility budget
represents the first step in a multi-year process to address inequities in
the drainage rate system such as that represented by large commercial
properties (i.e., shopping malls, warehouses, etc.) that currently pay the
same drainage rate as a single-family home;

5 the City is one of few municipalities that have implemented a Drainage
and Diking Ultility; many municipalities collect the fee through the
property tax notice;

= a Rain Water Resource Management Strategy report is forthcoming and
cost implications would be considered when exploring options
regarding the use of rain water;

= there are a number of programs available to the public associated with
water meters and the management of water, such as the toilet and
clothes washer replacement rebates; and

| residents can arrange for home audits to assist in achieving water usage
savings.

In reply to questions from Committee, Suzanne Bycraft, Manager, Fleet and
Environmental Programs, advised that Option 1 for the Solid Waste and
Recycling budget is the base level with the addition of the bi-weekly garbage
collection service in 2016; Options 2 and 3 provide an annual green cart
and/or garbage cart cleaning service to residents. She further advised that,
upon approval of the utility rates by Council, an aggressive public educational
program would commence providing information on cart sizes and their
associated costs. Residents would then have an opportunity to complete a
form to indicate their choice in cart size including its cost. Where no request
has been received by the City by January 31, 2016, residents will
automatically receive a 240-litre cart for a single-family home or a 120-litre
cart for a townhome.

Robert Gonzalez, General Manager, Engineering and Public Works,
commented that the 240-litre cart for a single-family home is the baseline size
and that the cost differential associated with an increase or decrease in cart
size would be clearly explained in the promotional material.

It was suggested that general information on how to clean and maintain the
carts along with the name and contact information of any cart cleaning service
provider be made available on the City’s website.
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Finance Committee
Monday, November 2, 2015

It was moved and seconded

That the 2016 utility budgets, as outlined under Option 3 for Water and
Sewer, Option 2 for Drainage and Diking, and Option 1 for Solid Waste and
Recycling, as contained in the staff report titled “2016 Utility Budgets and
Rates,” dated October 21, 2015, from the General Manager, Finance and
Corporate Services, and the General Manager, Engineering and Public
Works, be approved as the basis for establishing the 2016 Utility Rates and
preparing the 5 Year Financial Plan (2016-2020) Bylaw.

CARRIED
ADJOURNMENT
It was moved and seconded
That the meeting adjourn (6:00 p.m.).

CARRIED

Certified a true and correct copy of the
Minutes of the meeting of the Finance
Committee of the Council of the City of
Richmond held on November 2, 2015.

Mayor Malcolm D. Brodie Heather Howey

Chair

Legislative Services Coordinator
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Report to Committee

Richmond
To: Finance Committee Date: November 23,2015
From: Jerry Chong File:  03-0905-01/2015-Vol
Director, Finance 01
Re: . 2015 Audit Engagement

Staff Recommendation

That the 2015 Audit Planning Letter from KPMG, LLP, dated November 13, 2015, be received
for informati

Jerry Chong
Director, Finance
(604-276-4064)

Att. 2

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

REVIEWED BY STAFF REPORT / INITIALS:
AGENDA REVIEW SUBCOMMITTEE }%

Al
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November 23, 2015 -2-

Staff Report
Origin

Pursuant to Sub-section 169 (1) of the Community Charter, a Council must appoint an auditor for
the municipality (municipal auditor). Under Sub-section 169 (3), a municipal auditor has the
power and duty to conduct the examinations necessary to prepare the required reports.

Section 171 of the Community Charter directs that, the municipal auditor must report to Council
on the annual financial statements of the municipality. The report must be in accordance with the
form and the reporting standards recommended by the Canadian Institute of Chartered
Accountants.

This report outlines the terms of the audit engagement for the period ending December 31, 2015.
Analysis

At the November 13, 2012 Council meeting, KPMG, LLP (KPMG) was re-appointed as the
City’s auditor for the years 2012 to 2017.

Audit Plan

KPMG’s planned scope and timing for the audit of the consolidated financial statements is
provided in their Audit Planning Letter (Attachment 1). The overall audit strategy and audit
approach is to address any significant risks identified during the planning process.

The audit plan includes consideration for the new accounting standard, Liability for
Contaminated Sites PS 3260 as well as discussion of the following developments:

e Financial Instruments and Foreign Currency Translation,

e Related Party Disclosure and Inter-Entity Transactions,

e Assets, Contingent Assets, and Contractual Rights,

e Retirement Obligations, and

e Revenue

A summary of observations will be provided at the completion of the audit that may include
comments on risks and the City’s approach to those risks, industry trends and developments.

Annual Inquiries of the Commitiee

Professional standards require that KPMG ask questions of the Committee in connection with
oversight of management’s process for identifying and responding to risks of fraud. The specific
questions asked of the Committee are:

e Are you aware of, or have you identified any instances of, actual, suspected, possible, or
alleged non-compliance of laws and regulation or fraud, including misconduct or
unethical behaviour related to financial reporting or misappropriation of assets? If so,
have these instances been appropriately addressed to your satisfaction?

e Are you aware of any significant fraud risks facing the City?
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November 23, 2015 -3-

e Do you believe that the Committee exercises effective oversight of management’s
process for identifying and responding to the risk of fraud in the City and the internal
controls that management has established to mitigate these fraud risks?

e Are you aware of the City entering into any significant unusual transactions?

If there are any comments on the above questions that the Committee would like to bring to
KPMG’s attention, the Engagement Partner can be contacted directly.

Audit Scope

The objectives of the audit, KPMG’s responsibilities in carrying out the audit, as well as

management’s responsibilities are set out in the Engagement Letter, dated November 4, 2013
(Attachment 2).

The scope of the audit engagement includes:
e Audit of the City’s consolidated financial statements
e Audit of the Home Owner Grant
e Audit of the City’s compliance with subsections 2 and 3 of section 124 of Part § of the

School Act
Financial Impact
There is no financial impact. The audit fee is provided for within the City’s Operating Budget.
Conclusion

KPMG has been engaged to perform the audit for the year ended December 31, 2015. Their
Audit Plan communicates KPMG’s overall audit responsibilities and audit approach in
accordance with Canadian generally accepted auditing standards. The 2015 audit standards
continue to focus the audit on areas where there is greater risk of misstatement.

Cindy Gilfillan

Manager, Financial Reporting
(604-276-4077)

CG:cg

Att. 1: Audit Planning Letter
2: Engagement Letter
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Attachment 1

KPMG Enterprise™ Telephone (604) 527-3600
Metrotower I Fax (604) 527-3636
Suite 2400 - 4720 Kingsway Internet www.kpmg.ca/enterprise
Burnaby BC V5H 4N2
Canada

AUDIT PLANNING LETTER

PRIVATE & CONFIDENTIAL

Chair and Members of the Finance Committee
City of Richmond

6911 No. 3 Road

Richmond BC V6Y 2Cl1

November 13, 2015
To the Chair and Members of the Finance Commiittee of the City of Richmond (the “Committee”):

We are pleased to provide for your review the following information relating to the planned scope
and timing for the audit of the consolidated financial statements of the City of Richmond (the
“City”) for the year ended December 31, 2015.

We would be pleased to receive any comments or suggestions you may have with respect to the
planned audit scope or timing and we look forward to discussing the letter and answering
questions that you may have. If you have any specific areas of concerns or other issues you would
like addressed in the audit, please contact us. We appreciate the opportunity to serve you and look
forward to our continuing relationship.

This letter is for the use of the Committee for the purpose of carrying out and discharging your
responsibilities and exercising oversight over our audit. This letter should not be used for any other
purpose or by anyone other than the Committee. KPMG shall have no responsibility or liability for
loss or damages or claims, if.any, to or by any third party as this letter has not been prepared for,
and is not intended for, and should not be used by, any third party or for any other purpose.

Yours very truly

(i / A J..vaw\—u :

C.J. James, CPA, CA Archie G. Johnston, FCPA, FCA, CIA, MBA
Engagement Partner Client Relationship and Quality Review Partner
(604) 527-3635 (604) 527-3757

cc: Mr. George Duncan, Chief Administrative Officer
Mr. Andrew Nazareth, General Manager, Finance & Corporate Services
Mr. Jerry Chong, Director of Finance

Enclosures:
Appendix 1 — Engagement letter

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiiated with KPMG International Cooperative
{“KPMG Intemational"), a Swiss entity.

KPMG Canada prowdes s?mo KPN{S&



City of Richmond
November 13, 2015

CONSIDERATIONS IN DEVELOPING OUR AUDIT PLAN

The following is a change in accounting standards which will impact the consolidated financial
statements of the City:

e New Accounting Standard, Liability for Contaminated Sites PS3260 has been approved by the
PSAB and is effective for the City’s fiscal 2015 year. The City is required to recognize any
liabilities for contaminated sites where the City is responsible.

Governments are required to recognize a liability for contaminated sites when the government
is responsible for, or accepts responsibility for, the contamination, and the contamination
exceeds existing environmental standards. The amount recorded as a liability must be
reasonably estimable and would include costs directly related to the remediation activities and
post-remediation costs that are an integral part of the remediation strategy. Costs related to
asset purchases to be used in remediation would be included in the liability to the extent that
the assets have no alternative use.

Management has commenced work to adopt the new accounting standard.

There are no significant changes in the auditing and other professional standards in the current
year that will impact the audit of the City’s financial statements.

SCOPE AND TIMING OF THE AUDIT

The objectives of the audit, our responsibilities in carrying out our audit, as well as management’s
responsibilities, are set out in the engagement letter dated November 4, 2013 which is included in
the appendices to this letter.

We design an overall audit strategy and audit approach to address the significant risks identified
during the planning process.

Materiality

We determine materiality in order to plan and perform the audit and to evaluate the effects of
identified misstatements on the audit and of any uncorrected misstatements on the financial
statements. The determination of materiality requires judgment and is based on a combination of
quantitative and qualitative assessments, including the nature of account balances and financial
statement disclosures.

We determine performance materiality (from materiality) in order to assess risks of material
misstatement and to determine the nature, timing and extent of audit procedures.

We determine an audit misstatement posting threshold (from materiality) in order to accumulate
misstatements identified during the audit.

For the current period, the following amounts have been determined:

We will reassess materiality based on period-end results or new information to confirm whether it
remains appropriate for evaluating the effects of uncorrected misstatements on the financial
statements.
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City of Richmond
November 13, 2015

Identification of significant risks

As part of our audit planning, we identify the significant financial reporting risks that, by their
nature, require special audit consideration. By focusing on these risks, we establish an overall
audit strategy and effectively target our audit procedures.

The significant financial reporting risks identified during our audit planning are listed below:
Significant unusual transactions

There were ﬁo significant unusual transactions noted through our discussion with management.
Risk of management override of controls

Although the level of risk of management override of controls will vary from entity to entity,
professional standards presume the risk of management override of controls is nevertheless present
in all entities and requires the performance of specific procedures to address this presumed risk.
We plan on performing the required procedures under professional standards. These include
testing journal entries and performing a retrospective review of areas of estimate.

Timing of audit and deliverables

Topic: Dates:

Conduct interim audit field work November 2 - 6, 2015

Provide our audit planning letter November 16, 2015

Conduct year-end audit field work February 22 - March 11,2016

Present our year-end audit findings letter, including Date to be determined

independence communications to the Committee

Provide audit opinion on financial statements Upon acceptance by Council of the
financial statements.

ANNUAL INQUIRIES OF THE COMMITTEE

Professional auditing standards require that we annually inquire concerning the Committee’s
oversight of management’s process for identifying and responding to the risks of fraud within the
City. Accordingly, we ask whether you:

e Are aware of, or have identified any instances of, actual, suspected, possible, or alleged non-
compliance of laws and regulations or fraud, including misconduct or unethical behaviour
related to financial reporting or misappropriation of assets? If so, have these instances been
appropriately addressed to your satisfaction?

e Are aware of any significant fraud risks facing the City?

e Believe that the Committee exercises effective oversight of management’s process for
identifying and responding to the risk of fraud in the City and the internal controls that
management has established to mitigate these fraud risks?

e Aware of the City entering into any significant unusual transactions?

If you have any comments on the above questions that you would like to bring to our attention,
please contact C.J. James, Engagement Partner.
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City of Richmond
November 13, 2015

OBSERVATIONS AND INSIGHTS

During the course of our audit, we may become aware of a number of observations that may be of
interest to you. These observations may include comments on risks and the City’s approach to
those risks, performance improvement observations, or other industry trends and developments.
These observations are based on, among other things, our understanding of the affairs and
processes of the City, as well as our understanding of many other entities in the same or other
industries.

We will discuss any such observations with management and provide our insights. We will also
include a synopsis of these observations and insights in our discussions with you at the completion
of the audit.

CURRENT DEVELOPMENTS

Financial Instruments and Foreign Currency Translation

e New Accounting Standards, Financial Instruments PS3450 and Foreign Currency Translation
PS2601 have been approved by the PSAB and are effective for years commencing on or after
April 1,2019. Early adoption is permitted. Management has decided not to early adopt the
standard for the current year.

e Equity instruments quoted in an active market and free-standing derivatives are to be carried at
fair value. All other financial instruments, including bonds can be carried at cost or fair value
depending on the government’s choice and this choice must be made on initial recognition of
the financial instrument and is irrevocable.

e Hedge accounting is not permitted.

e A new statement, the Statement of Re-measurement Gains and Losses, will be included in the
financial statements. Unrealized gains and losses incurred on fair value accounted financial
instruments will be presented in this statement. Realized gains and losses will continue to be
presented in the statement of operations.

Related Party Disclosures and Inter-Entity Transactions

e Two new Handbook sections were approved in December 2014, effective for fiscal years
beginning on or after April 1, 2017.

o Related parties include entities that control or are controlled by a reporting entity, entities that
are under common control and entities that have shared control over or that are subject to shared
control of a reporting entity

e Individuals that are members of key management personnel and close members of their family
are related parties. Disclosure of key management personnel compensation arrangements,
expense allowances and other similar payments routinely paid in exchange for services rendered
is not required.
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Determining which related party transactions to disclose is a matter of judgment based on
assessment of:

e the terms and conditions underlying the transactions.
e the financial significance of the transactions.
» the relevance of the information.

o the need for the information to enable users’ understanding of the financial statements and
for making comparisons.

e A related party transaction, with the exception of contributed goods and services, should
normally be recognized by both a provider organization and a recipient organization on a
gross basis.

o Related party transactions, if recognized, should be recorded at the exchange amount. A
public sector entity’s policy, budget practices or accountability structures may dictate that
the exchange amount is the carrying amount, consideration paid or received or fair value.

Assets, Contingent Assets, and Contractual Rights

Three new Handbook sections were approved in March 2015, effective for fiscal years beginning
on or after April 1, 2017.

The intended outcome of the three new Handbook Sections is improved consistency and
comparability.

The standard includes enhanced guidance on the definition of assets and disclosure of assets to
provide users with better information about the types of resources available to the public sector
entity.

Disclosure of contingent assets and contractual rights is required to provide users with
information about the nature, extent and timing of future assets and potential assets and revenues
available to the public sector entity when the terms of those contracts are met.

Retirement Obligations

PSAB issued an exposure draft in August 2014 on Retirement Obligations associated with
tangible capital assets. PSAB is deliberating comments received on its statement of Principles.
Fourth quarter of 2015 - Exposure draft to be developed.

Retirement obligations associated with tangible capital assets result from legal, constructive,
and equitable obligations. Retirement costs increase the carrying amount of the related tangible
capital assets and are expensed in a rational and systematic manner. Subsequent
remeasurement of the liability can result in either a change in the carrying amount of the
related tangible capital asset. Retirement obligations include post-retirement operation,
maintenance and monitoring.
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Revenue

PSAB is proposing a single framework to categorize revenues to enhance the consistency of
revenue recognition and its measurement. A Statement of Principles was issued in 2013 and
comments are currently under deliberation.

A request for information is under development and expected for release in 2015. Adoption of
these principles would result in a need to assess current accounting policies.

In the case of revenues arising from an exchange, a public sector entity must ensure the
recognition of revenue aligns with the satisfaction of related performance obligations. For
unilateral revenues, recognition occurs when there is authority to record the revenue and an
event has happened that gives the public sector entity the right to the revenue.

For unilateral revenues, recognition occurs when there is authority to record the revenue and
an event has happened that gives the public sector entity the right to the revenue.
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KPMG Entorprise™ Telephone (604) 527-3600
Metrotower Il Fax {604) 527-3636

4720 Kingsway, Sulte 2400 Intemet  www.kpmg.ca/enterprise
Bumaby BC V5H 4N2

Canada

Mr. Andrew Nazareth

General Manager, Finance and Corporate Services
City of Richmond

6911 No. 3 Road

Richmond BC V6Y 2C1

November 4, 2013

Decar Mr. Nazareth:

The purpose of this letter is to outline the terms of the following audit engagements for the City of
Richmond (*“the City”) commencing for the period ending December 31, 2013:

e audit engagement for the consolidaicd financial statements
e audit of the Home Owner Grant

e audit of the City’s compliance with subsections 2 and 3 of section 124 of Part 8 of the
School Act

This letter supersedes our previous letter to the City dated November 20, 2012. The terms of the
engagement outlined in this letter will continue in effect from period to period, unless amended or
terminated in writing. The attached Terms and Conditions form an integral part of the terms of this
engagement and are incorporated herein by reference (collectively the “Engagement Letter™).

FINANCIAL REPORTING FRAMEWORK FOR THE FINANCIAL STATEMENTS

The financial statements will be prepared and presented in accordance with Canadian public sector
accounting standards (hereinafter referred to as the *financial reporting framework™).

The financial statements will include an adequate description of the financial reporting framework.
MANAGEMENT'S RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

Management acknowledges and understands that they are responsible for:

(a) the preparation and fair presentation of the financial statements in accordance with the
financial reporting framework referred to above

(b) ensuring that all transactions have been recorded and are reflected in the financial
statements

(c) such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or crror.
Management also acknowledges and understands that they are responsible for the design,
implementation and maintenance of internal control to prevent and detect fraud

KPMG LLP 15 2 Canadian hauied habidity partaership and 3 member firm of the KPMG
netwotk of independant member firms affilisted with KM ) Cooperative
{"KPMG Intemational ™), a Swast enhity

KPMG Canada provides senvices to KPMG 1LY
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(d) providing us with access to all information of which management is aware that is relevant
to the preparation of the financial statements such as records, documentation and other
matters

(¢) providing us with additional information that we may request from management for the
purpose of the audit

(f) providing us with unrestricted access to persons within the City from whom we determine it
necessary to obtain audit evidence

(g) providing us with written representations required to be obtained under professional
standards and written representations that we determine are necessary. Management also
acknowledges and understands that professional standards require that we disclaim an audit
opinion when management docs not provide certain written representations required

An audit does not relieve management or those charged with governance of their responsibilities,
AUDITORS' RESPONSIBILITIES REGARDING THE AUDIT OF THE FINANCIAL STATEMENTS
Our function as auditors of the City is:

e to express an opinion on whether the City's consolidated financial statements, prepared by
management with the oversight of those charged with governance, are, in all material respects,
in accordance with the financial reporting framework referred to above and

e to report on the consolidated financial statements.

We will conduct the audit of the City's consolidated financial statements in accordance with
Canadian generally accepted auditing and relevant ethical requirements, including those pertaining
to independence (hereinafter referred to as applicable “professional standards”).

We will plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to fraud or error.
Accordingly, we will, among other things:

e identify and assess risks of material misstatement, whether due to fraud or error, based on an
understanding of the City and its environment, including the City's internal control.

e obtain sufficient appropriate audit cvidence about whether material misstatements exist, through
designing and implementing appropriate responses to the assessed risks.

o form an opinion on the City's consolidatcd financial statements based on conclusions drawn
from the audit evidence obtained.

e communicate matiers required by professional standards, to the extent that such matters come to
our attention, fo the appropriate level of management, those charged with governance and/or the
board of directors.

FIN - 20



City of Richmond

8
/XIS /Y Navember 4, 20{3

AUDITORS' RESPONSIBILITIES REGARDING THE AUDIT OF THE HOME OWNER GRANT:
TREASURER/AUDITOR CERTIFICATE

We will also perform audit procedures with respect to the Home Owner Grant: Treasurer/Auditor
Certificate (the “Certificate”) in accordance with Canadian generally accepted auditing standards
with the objective of expressing an opinion on whether the financial information in the Certificate
presents fairly, in all material respects, in accordance with Section 12 of the Home Owner Grant
Act. However, we cannot provide assurance that an opinion without reservation will be rendered.
Circumstances may arise in which it is necessary for us to modify our audit report or withdraw from
the audit engagement. In such circumstances, our findings or reasons for withdrawal will be
communicated to management and the Finance Committee.

The report will indicate that it is intended solely for the information and use of the City and the
Ministry of Community, Sport and Cultural Development and that it is not intended to be and
should not be used by anyone other than these specified parties.

AUDITORS’ RESPONSIBILITIES REGARDING THE COMPLIANCE WITH SUBSECTIONS 2 AND 3 OF
SECTION 124 OF PART 8 OF THE SCHOOL ACT

We will also perform audit procedures with respect to the City's compliance with subsections 2 and
3 of section 124 of Part 8 of the School Act in accordance with Canadian generally accepted
auditing standards with the objective of expressing an opinion on whether the City is in compliance
with subsections 2 and 3 of section 124 of Part 8 of the School Act. However, we cannot provide
assurance that an opinion without reservation will be rendered. Circumstances may arise in which it
is necessary for us to modify our audit report or withdraw from the audit engagement. In such
circumstances, our findings or reasons for withdrawal will be communicated to management and
the Finance Committee,

The report will indicate that it is intended solely for the information and use of the City and the
Ministry of Community, Sport and Cultural Development and that it is not intended to be and
should not be used by anyone other than these specified parties.

AUDITORS' DELIVERABLES

The expected form and content of our audit reports is provided in Appendix B — Expected Form of
Report. However, there may be circumstances in which a report may differ from its expected form
and content.

AUDITORS' AND MANAGEMENT'S RESPONSIBHATIES REGARDING CONTINUQUS DISCLOSURE
DOCUMENTS

When the City intends to file an annual report and we are requested to consent to the use of the
audit report on the City's consolidated financial statements, professional standards require that we
read the information contained in the annual report and consider whether such information is
materially inconsistent with the related consolidated financial statements.

w
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Management is responsible for providing us with adequate notice of the preparation of the annual
report and providing us with copy, prior to their issuance, of the annual report. Furthermore,
management has the responsibility for ideniifying subsequent evenis and providing appropriate
disclosure in, or adjustment of, the consolidated financial statements as a result of such events as
required by the financial reporting framework and for providing updated written representations to
the date of our consent.

INCOME TAX ADVISORY SERVICES

This letter details the general tax advisory services to be provided to the City of Richmond for the
2013 calendar year. [f there are tax scrvices to be delivered outside the scope of those described in
this letter, we will require a separate engagement letter for those services.

Our advice generally falls under one of the following situations:

1)  On an ongoing basis, we will provide advisory services of a general nature relating to various
income, capital, payroll and indirect tax matters as they arise. This type of service gencrally
arises on a periodic basis as a result of preliminary inquiries made by you. In rendering these
services, it is important to recognize that the advice provided is dependent on the detail of the
information provided and the environment in which it is rendered. When professional
judgment suggests written confirmation of the facts and advice is necessary, we will draft the
appropriate correspondence to ensure the appropriate standard of care is met by all parties.

2)  Periodically, you will seck detailed advice from us in connection with a specific transaction or
undertaking you are contemplating. In such a situation, our advice will be based on the
information provided to us. It is the responsibility of the City to cnsure we are provided with
all the information necessary in order for us to render the advice sought. Our tax advice will
most likely be communicated to you, or your designate, in writing.

Our tax advisory services, both writien and oral, will be based on the facts and assumptions
submitied to us. We will not independently verify this information. Inaccuracy or incompleteness of
the information could have a material effect on our conclusions.

To be of greatest assistance to the City, we should be advised in advance of any proposed
transactions, [f such matters exceed the scope of this engagement letter, we will issue additional
engagement letters to confirm the particular scope and terms.

FrES

Appendix A - Fees for Professional Services to this letter lists our fees for professional services to
be performed under this Engagement Letter.

2 222222 3 2 8

We are available to provide a wide range of services beyond those outlined above. Additional
services are subject to separate terms and arrangements.
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We are'proud to provide you with the services outlined above and we appreciate your confidence in
our work, We shall be pleased to discuss this letter with you at any time. If the arrangements and
terms are acceptable, please sign the duplicate of this letter in the space provided and return it to us.

Yours very truly,
Kfné “
—

C.J. James, CA -

Partner responsible for the engagement and its performance, and for the report that is issued on
behalf of KPMG LLP, and who, where required, has the appropriate authority from a professional,
legal or regulatory body '

{604) 527-3635

CJ/BH
Enclosure
cc: Mr. Jerry Chong, Director of Finance

Finance Committce
R332 223 ¢

The terms of the engagement set out are as agreed:

o—t
Name and Title Anotd v N AZAREDA ?4—"

Date (dd/mm/yy) 7’/” )'3
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Appendix - Fees for Professional Services

The estimated fee for the services described in this letter is in accordance with the Reguest for
Expressions of Interest — Provision of Municipal Audit Services dated August 7, 2012. Routine
adminisirative expenses such as long distance telephone calls, pholocopies, fax charges, printing
of statements and reports, poslage and delivery and secretarial and report department assistance
are included in the estimated fee.

Where matters arisc and require research, consultation and work beyond that include in the
estimated fee, the City and KPMG will discuss revision of the cstimated fee.
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Appendix — Expected Form of Report
INDEPENDENT AUDITORS® REPORT

To the Mayor and Council

We have audited the accompanying consolidated financial statementis of the City of Richmond,
which comprise the consolidated statement of financial position as at December 31, 2013 and the
consolidated statements of operations, changes in net financial assets and cash flows for the
year then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements
8 P )

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.

Auditors’ Responsibility

Qur 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 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 our
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, we
consider internal control relevant to the entity's preparation and fair presentation 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
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 weli as
evaluating the overall presentation of the consolidated financial stalements.

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 City of Richmond as at December 31, 2013, and ils
consolidated results of operations, its changes in net consolidated financial assets and its
consolidated cash flows for the year then ended in accordance with Canadian public sector
accounting standards. :

kkkhkdhkhk
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INDEPENDENT AUDITORS' REPORT
To the City of Richmond and the Ministry of Community, Sport and Cuitural Development

We have audited the accompanying financial information in the Form C2 - Home Owner Grant;
Treasurer/Auditor Certificate comprised of total Home Qwner Grants of $xxx, total reimbursement
by Province of $xxx and balance due from Province of $xxx for the City of Richmond, for the year
ended December 31, 2013 and notes, comprising a summary of significant accounting policies
(together “the Certificate”). The Certificate has been prepared by management in accordance
with the financial reporting provisions of Section 12(1) of the Home Owner Grant Act.

Management's Responsibility for the Certificate

Management is responsible for the preparation of the Certificate in accordance with the financial
reporting provisions of Section 12(1) of the Home Owner Grant Act, and for such internal control
as management determines is necessary to enable the preparation of the Certificate that is free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibiity

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

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

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

Opinion

In our opinion, the financial information in the Form C2 - Home Owner Grant: Treasurer/Auditor
Certificate comprised of total Home Owner Grants of $xxx, total reimbursement by Province of
$xx and balance due from Province of $xxx for the City of Richmond, for the year ended
December 31, 2013, is prepared, in all maierial respects, in accordance with the financial
reporting provisions of Section 12(1) of the Home Owner Grant Act.
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Basis of Accounting and Restriction on Use

Without modifying our opinion, we draw attention to Note 1 1o the Certificate, which describes the
basis of accounting. The Centificate is prepared to maet the requirements of Section 12(1) of the
Home Owner Grant Act. As a result, the Certificate may not be suitable for another purpose. Our
report is intended solely for the City of Richmond and the Ministry of Community, Sport and
Cultural Development and should not be used by pariies other than the City of Richmond and the
Ministry of Community, Sport and Cultural Development.

fikkhhkkih
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AUDITORS' REPORT ON SUBSECTIONS 2 AND 3 OF SECTION 124 OF
PART 8 OF THE SCHOOL ACT

To the Ministry of Community, Sport and Culturai Development

We have audited the City of Richmond's (the “City") compliance with subsections 2 and 3 of
section 124 of Part 8 of the Scheol Act for the year ended December 31, 2013. Compliance with
subsections 2 and 3 of section 124 of Pari 8 of the Schoo! Act is the responsibility of the City's
management. Our responsibility is to express an opinion on this compliance based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the City complied with subsections 2 and 3 of section 124 of Part 8 of the School Act.
Such an audit includes examining, on a test basis, evidence supporting compliance, evaluating
the overall compliance with subsections 2 and 3 of section 124 of Part 8 of the School Act and,
where applicable, assessing the accounting principles used and significant estimates made by
management.

In our opinion, the City has complied, in all material respects, with subsections 2 and 3 of section
124 of Part 8 of the School Act for the year ended December 31, 2013.

Our report is intended solely for the City and the Ministry of Community, Sport and Cultural
Development and should not be used by parties other than the City or the Ministry of Community,
Sport and Cultural Development. ‘
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TERMS AND CONDITIONS FOR ASSURANCE ENGAGEMENTS

The Terms and Condilions are an integral part of the accompanying
engagement letter from KPMG that idenlifies the engagement {o which
they relate (and collectively form the “Engagement Letter”). The
Engagement Letter supersedes all written or oral representations on this
matter.

1.  SEVERABILITY.

if any of the provisions of this Engagement Letter are detsrmined to be
invalid or unenforceable, the remaining provisions shall ramain in effect
and be binding on the pariies o the fullest extent permitted by law.

2. GOVERNING LAaw.

This Engagement Letter shall be subject to and govemed by the laws of
the province where KPMG's principal office performing this engagement is
located (without regard 1o such province's rules on conflicts of law) and all
disputes arising hereunder or related thereto shail be subject to the
exclusive jurisdiction of the couris of such province of Canada.

3. LLPSvatus.

KPMG LLP is a registered limited liability Parinership ("LLP") established
under the laws of the Pravince of Ontario and, where applicable, has been
regisiered exira-provincially under provincial legisiation. KPMG is a
parinership, but its pariners have a degree of limited liability. A pariner is
nol personally liable for any debts, obligations or liabilities of the LLP that
arise from a negligent act or omission by another partner or by any other
parson under ihat other partner's direct supervision or control. The
legislation relating to limited liability partnerships does not, however,
reduce or limit ihe liability of the firm. The firm's insurance exceeds the
mandatory professicnal indemnity insurance requirements established by
the relevant professional bodies. Subject to the other provisions hereof, alil
pariners of the LLP remain personaily liable for their own actions and/or
actions of those they directly supervise or control.

4, DOCUMENTS AND INFORMATION,

Management's cooperation in providing us with documents and related
information and agreed-upon assistance on a limely basis is an important
factor in being able to issue our repori. KPMG shall be entitled to share all
information provided by the Enlity with all other member firms of KPMG
International Cooperative ("KPMG Intarnational’y performing services
hereunder. All work papers, files and other internal materials created or
produced by KPMG during the engagement and all copyright and
intellectual property rights in our work papers are the property of KPMG.

5. INFORMATION PROCESSING OUTSIDE OF CANADA,

In some circumstances, information eniered into KPMG's time and billing
system regarding the Entity and the services performed by KPMG
hereunder will be slored in the United States of America by KPMG or a
third party pracessor, and such information may be subject to disclosure in
accerdance with the laws applicable in the United States of America.
KPMG acknowledges and represents te the Entity that only the name of
the Enfity, time incurred and description of the time incurred will be
entered into KPMG's time and billing system regarding the Entity, Under
no circumstances will KPMG's time descriptions include any information
that would be covered by privacy legislation in effect in British Columbia
and no other information refaled to the Enlily will be stored outside British
Columbia or made available to any person or entity without the consent of
the Entity unless ordered pursuani to a compeient court in British
Columbia or professional regulatory body KPMG is subject to.

6. PERSONAL INFORMATION CONSENTS AND NOTICES,

Any collection, use or disclosure of personal information is subject to
KPMG's Privacy Policy available at www kpmg.ca. KPMG may be required
to collect, use and disclose personal information about individuals during
the course of this engagement.

The Entily represents and warants that: (i) it will obtain any consenis
reasonably required to attow KPMG to collect, use and disclose personal
information in the course of the engagement, and (ii) it has provided notice
of the potential processing of such personal information outside of Canada
{as described in paragraph 5 above). KPMG's Privacy Officer noled in
KPMG's Privacy Policy is able to answer any individual's questions about
the collection of personal information required for KPMG to deliver
services hereunder.

The Entity consents to KPMG sending to the Entity, its officers, directors
and employees, as applicable, electronic messages (including emails)

relating to KPMG products and services and other matters of interest to
the Entity. The Entity, its officers, direciors or employees may withdraw
such consent by confacting KPMG's National Office located at Bay
Adelaide Cenire, 333 Bay Street, Suile 4600, Toronto, Ontario M5H 2S5,
Atlention: Unsubscribe; or info@kpmg.ca.

7. OFFERS OF EMPLOYMENT.

in order lo allow issues of independencs to be addressed, management
agrees that prier to extending an offer of employment to any KPMG
pariner, employee or contractor, the matter Is communicated {0 the
engagement partner or associale partner.

B. OFFERING DOCUMENTS.

If the Entity wishes to include or incorporate by reference ihe financial
statements and our report thereon in an offering document, we will
consider consenting lo the use of our report and the terms thereof at that
time. Nothing in this Engagement Letter shall be construed as cansent and
KPMG expressly does not consent to the use of our audit report(s) in
offering documents. If the Entity wishes 1o ablain KPMG's writlen consent
to the use of our audit repori(s) in an offering document, or wishes us lo
provide a comfort or advice letter, we will be required {o perform
procedures as required by professional standards. any agreement to
perform such procedures will be documented in a separate engagement
letter. Management agrees to provide us with adequate notice of the
preparation of such documents.

9. FeE AND OTHER ARRANGEMENTS.

KPMG's estimated fee is based on the quality of the Entity's accounting
records, the agreed-upon level of preparation and assistanca from the
Entity's personnel, and adherence to the agreed-upon timetable. KPMG's
estimated fee also assumes that the Entity's financial statements are in
accordance with the applicable financial reporting framework and that
there are no significant new or changed accounting policies or issues, or
financial reporting, internal control over financial reporting or other
reporting issues. KPMG will inform the Enlity on a timely basis if these
factors are not in place.

Additional tme may be incurred for such matters as significant issues,
significant unusual and/or complex transaciions, informing management
about new professional standards, and any related accounting advice.
Where these malters arise and require research, consultalion and work
beyond that Iincluded in the estimated fee, the Entity and KPMG agree o
revise the estimated fee. No significant additional work will proceed
without management’'s concumrence, and, if applicabte, without the
concurrenca of those charged with governanca. Upon completion of these
services KPMG will review with the Entity any fees and expenses incurred
in excess of KPMG's estimate, following which KPMG will render the finat
billing. Routine administrative expenses such as long distance telephone
calls, photocopies, fax charges, printing of statements and reports,
postage and delivery and secretarial and repost depariment assistancea will
be charged on the basis of a percentage of KPMG's professional costs.
Other disbursements for items such as trave!, accommodation and meals
will be charged based on KPMG's aciual disbursements.

KPMG's invoices are due and payable upon receipt. Amounts overdue are
subject to interest. In order lo avoid the possible implication that unpaid
fees might be viewed as creatling a threat to KPMG's independence, il is
important that KPMG's bills be paid promptly when rendered. If a situation
arises in which it may appear thal KPMG's independence is threatened
because of significant unpaid bills, KPMG may be prohibited from signing
the reporl and, if applicable, any consent.

Fees for any other services will be billed separately from ihe services
described in this engagement letter and may be subject to written terms
and conditions supplemental to those in this letter.

Canadian Public Accountability Board (CPAB) paricipation fees, when
applicable, are charged 1o the Entity based on the annual fees levied by
CPAB.

To the extent that KPMG panners and employees are on the Entily's
premises, the Entity will take all reasonable precautions for the safety of
KPMG partners and employees at the Entity's premises.

10. LeGAL PROCESSES.

The Entity on its own behalf hereby acknowledges and agrees to cause its
subsidiaries and affiliales 1o hereby acknowledge that KPMG may from
time lo time receive requests or orders from the Canadian Public

TerMS AND CONDITIONS FOR ASSURANCE ENGAGEMENTS
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Accountability Beard or from professional, securities or other regulatory,
judicial or governmental euthorities (both in Canada and abroad) to
provide them with information and copies of documents in KPMG's files
including working papers and other work-product relating 1o the affairs of
the Entity. its subsidiaries and affiliates. Excapt where prohibited by law, if
a request or order is directly relaled to an inspection or investigation of
KPMG's audit of the Entity, KPMG wilt advise the Enlity of the request or
order. The Entity hereby acknowledges that KPMG will provide these
documents and information without further reference to, or authonty from,
the Entity, its subsidiaries and affiliates.

Whnen such an authority requests access to KPMG's working papers and
other work-product relating to the Enlity’s affairs, KPMG will, on a
reasonable efforts basis, refuse access 1o any document over which the
Entity has expressly informed KPMG at the time of delivery that the Entity
asseris privilege, excapt where disclosure of documents is required by
law, The Entity must mark any document over which it asseris privilege as
“privileged”. If and only if the authority requires such access to privileged
documents pursuant to the laws of a jurisdiction in which express consent
is required for such disclosure, then the Entity hereby provides its consent.
Where privileged Entity documents are disclosed, KPMG is direcled to
advise the authority that the Enlity is permitting disclosure only to the
extent required by law and for the limited purpose of the authority's
exercise of statutory authority. KPMG is directed to advise the authority
that the Enlity does not intend to waive privilege for any other purpose and
that the Entity expects its documents to be held by the authority as
privileged and confidential material (held securely, limited distribution,
elc.). For greater cerainty, the Entity and KPMG hereby agree that this
acknowledgement (and, if required, consent) does not negate or constitute
a waiver of privilege for any purpose and the Entily expressly relies upon
the privilege protections afforded under slatute and othenwise under law.
The Entity agrees to reimburse KPMG, upon raquest, at standard billing
rates for KPMG’s professional time and expenses, including reasonable
legal fees, incurred in dealing with the matters described above.

11, KPMG INTERNATIONAL MEMBER FIRMS,

The Entity agrees that any claims thal may arise out of this engagement
will be brought solely against KPMG, the contracling party, and not against
any other KPMG Inlernational Cooperalive ("KPMG Intemational®)
member firms participating In this engagement or such third party service
providers referred 1o in Section 5 above.

42. CONNECTING TO THE ENTITY'S IT NETWORK.

KPMG parsonne! are authorized to connect their computers to the Entity’s
IT Network, subject to any restrictions communicated to KPMG from time
to time. Connection to the Enlity's IT Network or the Internet via the
Network, while at the Enlity’s premises, will be jor the express purpose of
conducling normal business aclivities, primarily relating to facilitating the
completion of work referred to in this letler.

13. DEUVERABLES OR COMMUNICATIONS.

KPMG may issue other deliverables or communications as part of the
services described in this Engagement Letter. Such deliverables or
communications may not 1o be included in, summarized in, quoted from or
otherwise used or referred to, in whole or in part, in any documents or
public oral statement.

KPMG expressly does not consent to the use of any communication,
report, statement or opinion prepared by us on the interim financial
statemenis and such ccmmunication, report, statement or opinion may not
be included in, summarnized in, quoted from or otherwise used in any
document or public oral statement.

14. ALTERWATIVE DISPUTE RESOLUTION.

The parties hereby agree thal they will firs{ attempt to sellle any dispute
arising oul of or relaling 1o this Engagement Lelter or the servicas provided
hereunder through good faith negofiations in the spirit of mutual
cooperation between representatives of each of the parties with authority
to resolve the dispute. In the event that the parties are unable to settle or
resolve their dispute through negotiation within 30 days of the dispute first
arising or such longer period as the pariies may multually agree upon, such
dispute shall, as promptly as is reasonably practicable, be subject to
mediation pursuant o the National Mediation Rules of the ADR Institute of
Canada, Inc. All disputes remaining unsetlled for more than 80 days
{ollowing the parties first meeling with a mediator or such longer period as

the parties may mutually agree upon shall, as promptly as is reasonably
practicable, be subject to arbitration pursuant to the National Arbitration
Rules of the ADR Institute of Canada, Inc. {the “Arbitralion Rules”). Such
arbitration shall be final, conciusive and binding upon the parties, and the
parties shall have no right of appeal or judicial review of the decision. The
parties hareby waive any such right of appeal which may otherwise be
provided for in any provincial arbitration statule made applicable under the
Arbiiration Rules. The place of mediation and arbitralion shali be the city in
Canada in which the principal KPMG office that performed the
engagement Is located. The language of the mediation and arbitration
shall be English.
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TERMS AND CONDITIONS FOR ADVISORY AND TAX SERVICES

1. TeRmS AND CONDITIONS.

a. The Temnms and Conditions are an integral pari of the accompanying
Proposal or Engagement Letter from KPMG that identifies the engagement
{o which they relate.

b. In the event of conflict between the Proposal or Engagement Letter
and the Terms and Conditions, the Terms and Conditions shall prevail
uniess spedific reference 1o a provision of the Terms and Conditions being
varied is made in the Proposal or Engagement Letter. Other capitalized
words in the Terms and Conditions shall have the meanings given to them
in the Proposal or Engagement Letter.

2.  SERVICES.

KPMG will use reasonable efforts to complete the performance of the
services within any agreed-upon lime-frame. i is understood and agreed
that KPMG's services may include advice and recommendations, but all
decisions in connection with the implementation of such advice and
recommendations, shail be the responsibility of, and made by, Client.
KPMG will not perform management funclions or make management
dedisions for Client. Nothing in the Terms and Conditions shall be
construed as precluding or fimiting in any way the right of KPMG to provide
services of any kind or nature whatsoever 10 any person or enlity as
KPMG in its sole discretion deems appropriate,

3. CULIENT RESPONSIBILITIES.

a. Client agrees to cooperate with KPMG in the perormance of the
services under the Engagement Letter and shall provide or arrange lo
provide KPMG with timely access 1o and use of the personnei, fadilities,
equipment, data and information necessary for KPMG to perferm the
services under the Engagemeni Letler. To the extent that KPMG
personnel are on Client premises, Client will take all reasonable
precautions for the safety of KPMG partners and employees at Client
premises. Client shall be responsible for the performance of its employees
and agents and for the accuracy and completeness of all data and
information provided 1o KPMG for purposes of the performance. by KPMG
of its services hereunder. The Proposal or Engagement Letter may set
forth additional responsibilities of Ciient in connection with the
engagement. Client acknowledges that Client’s failure 1o perform these
obligations could adversely impact KPMG's ability to perform its services.
b. Client agrees that Client, and not KPMG, shall perform the following
functions: (i) make all management decisions and perform all management
functions; (jii} designate an individual who possessas suitable skill,
knowledge and experience, preferably within senior management, to
oversee the performance of the services under the Engagement Letter,
and to evaluate the adequacy and results of such services; (i) accept
responsibility for the results of such services; and (iv) establish and
maintain internal controls over the processes with which such services are
concemed, including, without limitation, monitoring ongoing activilies.

c. Client acknowledges and agrees lthat KPMG will, in performing the
sarvices, base its concdusions on the facts and assumptions that Client
fumishes and that KPMG may use data, matenal, and other information
furnished by or at the request or direction of Client without any
independent investigation or venfication and that KPMG shall be entitied to
rely upon the accuracy and completeness of such data, material and other
information. inaccuracy or incompleteness of such data, material and other
infofmation fumished to KPMG could have a material effect on KPMG's
canclusions,

d. Client acknowledges that information made avallabla by it, or by
others on Client's behalf, or otherwise known to pariners or staff of KPMG
who are not engaged in the provision of the services hereunder shall not
be deemed to have been made available to the individuals within KPMG
who are engaged in the provision of the servicas hereunder. Client
undertakes that, if anything occurs after information is provided by Client
to KPMG to render such information untrue, unfair or misleading, Client
shall promptily notify KPMG.

4. REPORTING.

a. During the performance of the services, KPMG may supply oral, draft
or interim advice, reporis or presenfations but in such circumstances
KPMG's written advice or final wrilten report shall take precedence. No
reliance should be placed by Client on any oral, draft or interim advice,
reports or presentations. Where Client wishes 10 rely on oral advice or oral
praseniation, Client shali infoom KPMG and KPMG will provide
documentary confirmation of the advice concemed.

b. Subsequeni to the completion of the engagement, KPMG will not
update its advice, recommendations or work product for changes or
modification to the law and regulations, or to the judicial and administrative
interpretations thereof, or for subsequent events or transactions, unless
Client separately engages KPMG to do so in wriling after such changes or
medifications, interpretations, events or transactions occur.

5. WoORKING PAPERS AND USE OF REPORTS.

KPMG retains all rghts in all methodologies, know-how, knowledge,
applications and sofiware developed by KPMG either prior to or during the
engagement, KPMG also retains all rights (including copyright) in all
reports, written advice and other working papers and materials developed
by KPMG during the engagement. Unless contemplated by the
Engagement Letler, ali reports and written advice are intended solely for
Client's internal use and, where applicable, govemmeni taxation
authorities, and may not be edited, distributed, published, made available
or relied upon by any olher person without KPMG's express written
permission. If such permission is given, Client shall not pubtish any extract
or excerpt of KPMG's written advice or report or refer 10 KPMG without
providing (he enfire advice or report at the same time. Subject {o the
restriclions of Section 6, KPMG is enlilied to use or develop the
knowledge, experience and skills of general application gained through
performing the engagement.

6. CONFIDENTIALITY.

a. Except as described in section 5 above, Client will treat in confidence
any KPMG methodologies, know-how, knowledge, application or software
identified by KPMG as confidential information of KPMG, and will not use
or disclose such confidential information of KPMG to others.

b. KPMG will treat as confidential all proprietary information and
personal information obtained from Client in the courss of the
engagement.

c. The above restrictions shall not apply to any information that: (i) is
requirad by law of professional standards applicable to KPMG 1o be
disclosed; (ii) thal is in or hereafier enters the public domain,; (ili) that is or
hereafler bacomes known to Client or KPMG, as the case may be, without
breach of any confidentiality obligation; or (iv) thal is independently
developed by KPMG.

d. KPMG shall be entitled to include a description of the services
rendered in the course of the engagement in marketing and research
materials and disclose such information to third parties, provided that ait
such information will be rendered anonymous and not subject to
association with Client.

a. KPMG shall be entitled 1o share all information with all other member
firms of KPMG International Cooperative ("KPMG (nternational”). KPMG
may also use such information to offer services that may be of interest te
Client. KPMG may retain and may disclose to other member firms of
KPMG International, subject to terms of this section, such information
required for compliance with applicable professional standards or intemat
policies or for quality reviews or to share best practices.

f.  Professional standards require KPMG personnel performing any audit
or assurance services for clients to discuss or have available to them all
informatlion and materials that may affect the audit or assurance
engagement. Client authorizes, if Client is or becomes an assurance
Client, KPMG personnel performing services under the engagement to
make avallable to the KPMG assurance engagement team and other
KPMG personnel, the findings, observations and recommendations from
the engagement and agrees that KPMG may use all such findings,
observations and recommendations in KPMG's assurance engagement.

7. PERSONAL INFORMATION CONSENTS AND NOTICES.

Any collection, use or disclosure of personal information is subject fo
KPMG's Privacy Policy available at wwwkpmg.ca. KPMG may be
required to coflect. use and disclose personal information about individuais
during the course of this engagement. Client represents and warrants that:
(i) it will oblain from individuals all consents required by law 10 permit
KPMG to callect, use and disclose all personal information reascnably
raquired in the course of the engagement, and (ii) it has provided notice of
KPMG's potential processing of information cutside of Canada (as
described In paragraph 8 below) to all individuals whose personal
information is disclosed to KPMG. Client consents to KPMG sending 1o
Client, its officers, direclors and employees, as applicable. electronic
messages (including emails) relating 1o KPMG preducts and services and
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other matlers of inferest {o Client. Client, its officars, direciors or
aemployees may withdraw such consent by contaciing KPMG's Nationai
Office located al Bay Adelaide Centre, 333 Bay Street, Suile 4600,
Toronto, Ontario M5H 2S5, Attention: Unsubscribe; or jpfo@kpma.ca.

8. Use oF MEMBER FIRMS AND THIRD PARTY SERVICE PROVIDERS.

Personal andfor confidential information collected by KPMG during the
course of this engagement (e.g. entries into KPMG's time and billing
system and into KPMG's conflicts database) may be used, processed and
stored outside of Canada by KPMG, KPMG International member firms
providing services hereunder or third parly service providers. KPMG
represenis to Client that each KPMG Intemational member firm and third
party service provider providing services hereunder has agreed or shall
agree to conditions of confidentiality with respect to Client’s information to
the same or similar extenl as KPMG has agreed pursuant to Seclion 6.
Further, KPMG is responsible to Client for causing third party service
providers to comply with such condilions of confidentiality, and KPMG
shall be responsible to Client for their failure to comply and failure of each
KPMG International member firm providing servicas hereunder 10 comply
with its obligations of confidentiality owed to KPMG. Any services
performed by third party service providers shall be performed in
accordance with the terms of this Engagement Letter, including Section 6,
but KPMG shall remain responsible 1o Client for the performance of such
services and services performed by each KPMG Intemational member firm
providing services hereunder.  Such personal andfor confidential
information may be subject to disclosure in accordance with the laws
applicable in the jurisdiction in which the information is processed or
slored, which laws may not provide the same feve! of protection for such
information as will Canadian laws. KPMG's Privacy Officer noted in
KPMG's Privacy Policy is able to answer any individual's queslions about
the coliection of personal information required for KPMG to deliver
services hereunder.

9. TAXES/BILLING/EXPENSES/FEES.

a. Ali fees and other charges do not include any applicable federal,
provincial, or other goods and services or sales laxes, or any other taxes
or duties whether presently in force or imposed in the future. Any such
taxes or duties shall be assumed and paid by Client without deduction
from the fees and charges hereunder,

b. Bills, including, without {imitation, a charge on account of all
reasonable expenses, including fravel, meals, accommodations, long
distance, telecomemunications, pholocopying, delivery, postage, clerical
assistance and database research will be rendared on a regular basis as
the engagement progresses. Accounts are due when rendered. Interest on
overdue accounts is calculated at the rate noted on the invoice
commencing 30 days following the date of the invoice.

¢. Without fimiting its rights or remedies, KPMG shall have the right to
halt or terminate entirely its services until payment is received on past due
invoices.

d. In the event that the engagement is terminated and Client proceeds
to complete the transaction or financing within 18 months from the
terminaticn date, then the full amount of any Completion Fee shail be
payable on closing of the transaction or the completion of financing,
regardless of whether KPMG provided further service.

10. LiTATION ON WARRANTIES,

THIS IS A SERVICES ENGAGEMENT. KPMG WARRANTS THAT IT
WILL PERFORM SERVICES HEREUNDER IN GOOD FAITH WITH
QUALIFIED PERSONNEL IN A COMPETENT AND WORKMANLIKE
MANNER IN ACCORDANCE WITH APPLICABLE INDUSTRY
STANDARDS. KPMG DISCLAIMS ALL OTHER WARRANTIES,
REPRESENTATIONS OR CONDITIONS, EITHER EXPRESS OR
IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES,
REPRESENTATIONS OR CONDITIONS OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE.

11, LimTATION ON LIABILITY.

a. Client agrees that KPMG shall not be liable to Client for any actions,
damages, claims, liabilities, cosis, expenses, or losses in any way arising
out of or relating to the services performed hereunder for an aggregate
amount in excess of the fees paid by Client to KPMG under the
engagement. On a multi-phase engagement, KPMG's liability shall be

based on the amount actually paid to KPMG for the particular phase that
gives rise to the liability.

b. In the event of a claim by any third parly against KPMG that arises
out of or relates o the services performed hereunder, Client will indemnify
KPMG from all such claims, liabilities, damages, costs and expenses,
including, without fimitation, reasonable fegal fees, except to the extent
finally determined to have resulted from the intentional, deliberate or
fraudulent misconduct of KPMG.

¢. Inno event shali KPMG be liable for consequential, special, indirect,
incidental, punitive or exemplary damages, costs, expenses, or losses
(including, without limitation, lost profils and opportunity costs). in any
aclion, claim, loss or damages arising out of the engagement, Client
agrees thal KPMG's liabitity will be severai and not joint and several, Client
may only claim payment from KPMG of KPMG’s proportionate share of the
total liability based on degree of fault.

d. For pumposes of this section, the term KPMG shall include its
associated and affiliated entities and their respeclive partners, directors,
officers and employees. The provisions of this section shall apply
regardless of the form of action, damage, claim, liabliity, cost, expense, or
loss, whether in contracl, siatute, fort (including, without limitation,
negligence) or otherwise.

12. LEGAL PROCEEDINGS.

a. Client agrees to notify KPMG promptly of any request received by
Client from any court or applicable regulatory authority with respect to the
services hereunder, KPMG's advice or repori or any related document.

b. [If KPMG is required by law, pursuant to govemment regulation,
subpoena or other legal process or requested by Client to produce
documents or personnel as witnesses arising out of the engagemeni and
KPMG is not a party to such proceedings, Client shalt reimburse KPMG at
standard billing rates for professional time and expenses, inciuding,
wilhout limitation, reasonable legal fees, incurred in responding to such
requests.

¢. Client acknowledges that KPMG may from time lo time receive
requests or orders from professional, securities or other regulatory, judicial
or governmental authorities (both in Canada and abroad) 10 provide them
wilh information and coples of documenis in KPMG's files including
working papers and other work-product relating to Client. Except where
prohibited by law, KPMG wili advise Client of the request or order. Client
heraby acknowledges that KPMG will provide these documents and
information without further reference to, or authority from Client.

When such an authorily requests access to KPMG's working papers and
other work-product retating to Client's affairs, KPMG will, on a reasonable
offorts basis, refuse access to any document over which Client has
expressly informed KPMG at the time of delivery thal the Client asserts
privilege, except where disclosure of documents is required by law. Client
must mark any document over which it asseris privilege as “privileged”. If
and only if the authorily requires such access to privileged documents
pursuant to the laws of a jurisdiction in which express consent is required
for such disclosure, than Ciient hereby provides its consent.

Where privileged Client documents are disclosed, KPMG is directed 1o
advise the authority that Client is permitling disclosure only to the extent
required by law and for the limited purpose of the authority's exercise of
statutory authority. KPMG is directed to advise the authority that Client
does nol intend to waive privilege for any other purpose and thai Client
expects ils documenis to be held by the authority as privileged and
confidential material (held securely, limited distribution, etc.). For grealer
certainty, Client and KPMG hereby agree that this acknowledgement {and,
if required, consent) does not negate or constitute a waiver of privilege for
any purpose and Client expressly relies upon the privilege protections
afforded under statule and otherwise under law.

13. LiMiTanon PERIOD.

No altemnative dispute resolution proceeding arising under or relating to the
engagement, may be brought by either party more than one year afier the
cause of action has accrued or in any event not more than five years afier
completion of the engagemenl in the case of an advisory services
engagement and not more than eight years after completion of the
engagement in the case of a lax services engagement, except thal an
alternative dispute resolution proceeding for non-payment may be brought
by a party not later than one year following the date of the last payment
due to such party hereunder. For purpesas of this saction, the tarm KPMG
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shall include its associated and affiliated entities and their respective
partners, directors, officers and employees.

14. TERMINATION.

Unless terminated sooner in accordance with its terms, the engagement
shall terminate on the completion of KPMG's services hereunder, which
completion shall be evidenced by the delivery by KPMG to Client of the
final invoice in respect of the services performed hereunder. Should Client
not fulfill its cbligations set out herein or in the Engagement Letter and in
the absence of rectification by Client within 10 days, KPMG may. upon
written notice, terminate its performance and will not be responsible for
any loss, cost or expanse resulting. The engagement may be lerminated
by either party at any time by giving wrilten notice o the other pariy not
less than 30 calendar days before the effective date of termination. Upon
earty termination of the engagement, Client shall be responsibie for the
payment to KPMG for KPMG's time and expenses incurred up to the
termination date, as well as reasonable time and expenses to bring the
engagement lo a close in a prompt and orderly manner.

15. E-MAiL COMKMUNICATION.

Client recognizes and accepts the risks associated with communicating by
Intemnet e-mall, including (but without limitation} the lack of security,
unreliability of delivery and possible loss of confidentiality and privilege.
Unless Client requests in writing that KPMG does not communicate by
intermet e-mail, Client assumes all responsibility or liability in respect of
risk associated with its use.

16. POTENTIAL CONFLICTS OF INTEREST.

Except as otherwise set out herein, Client should be aware that it is not
uncommon for KPMG (o be auditors and/or advisors of more than one of
the parties involved in a transaction. In such situations, KPMG takes
appropriale measures to ensure that sirict confidentiality is maintained in
all respects. If these circumstanoes are identified, KPMG will advise Client
of that fact, subject to confidentiality requirements, and will consider with
Client what further measures, if any, are appropriate. Client further
acknowledges that at some point KPMG may act contrary to Client's
interest on unrelated matiers.

17. FORCE MAJEURE.

Neither Client nor KPMG shall be liable for any delays resulling from
circumstances or causes beyond its reasonable control, including, without
limitation, fire or other casualty, act of Ged, strike or labour dispuie, war of
other violence, or any law, order or requirement of any govermmental
agency or authority.

18. INDEPENDENT CONTRACTOR.

It is understood and agreed that each of the paries hereto is an
independent contractor and that neither party is, nor shall be considered to
be, an agent, distributor or represeniative of the other. Neither party shall
act or represent itself, directly or by implication, as an agent of the other or
in any manner assume or create any obligation on behall of, or in the
name of, the other.

19. SURWIVAL.

Sections 1 10 16 and 19, 20, 24, 25 and 29 to 31 hereof shall survive the
expiration or termination of the engagement.

20. SUCCESSORS AND ASSIGNS.

The Temms and Conditicns and
Engagement Lefter shall be binding upon the parties hereto and their
respeclive associated and affiliated entities and their respective pariners,
directors, officers and employees and successors and permitied assigns.
Except as provided below, neither party may assign, iransfer or delegate
any of the rights or obligations hereunder without the prior written consent
of the other party. KPMG may assign its rights and obligations hereunder
to any affiliate or successor in interest to all or substantially all of the
assets or business of the relevant KPMG practice, without the consent of
Client. In addition, KPMG may engage independent coniractors and
member fims of KPMG Intemational o assist KPMG in performing the
services hereunder.

21. SEVERABILITY.

The provisions of the Terms and Conditions and the accompanying
Proposat or Engagement Letter shall only apply to the extent that they are
not prohibited by a mandatory provision of applicable law. If any of these

the accompanying Proposal of

provisions shall be held to be invalid, void or unenforceable, then the
remainder of the Terms and Conditions and the attached Proposal or
Engagement Letter, as the case may be, shall not be affected, Impaired or
invalidated, and each such provision shall be valid and enforcaable to the
fullest extent permitted by law.

22. ENTIRE AGREEMENT.

The Temms and Conditions and the accompanying Proposal or

Engagement Lefter indluding, without limitation, Exhibits, constitute the

entire agreement between KPMG and Client with respect to the

engagement and supersede all other oral and writlen representation,
understandings or agreaments relating to the engagement.

23. GOVERNING Law.

The Terms and Condilions and the accompanying Proposal or
Engagement Letter shall be subject to and govemed by the laws of the
province in which KPMG's principal Canadian office performing the
engagement is located (without regard to such province’s rules on conflicis
of law). :

24, PusLcITY,

Upon the closing of a transaction, KPMG will have the right (but shall not
be obliged), at its expense, to publicize ils association with the transaction
by way of public announcement in “tombstone” or similar format, subject to
prior review of the wording for any such announcement with Client.

25. KPMG INTERNATIONAL MEMBER FIRMS.

In the case of multi-fim engagements, all member firms of KPMG
Intemationa!l performing servicas hereundsr shall be entitled to the
benelfits of the Terms and Conditions. Client agrees that any claims that
may arise out of the engagement will be broughi solely against KPMG, the
contracting parly, and not against any other KPMG Intemational member
firms or such third parly service providers referred to in Section 8 above .

26. SARBANES-OXLEY ACT,

Except as set forth in the Engagement Letter, Client acknowledges that
completion of the engagement or acceptance of KPMG's reports, advice,
recommendations and other deliverables resulting from the engagement
will not constitute a basis for Client's assessment of internal cantrol over
financial reporting or Client's evaluation of disclosure controis and
procedures, or iis compliance wilh its principal officer cedification
requirements under Section 302 of the Sarbanes-Oxley Act of 2002 (the
"Ad"). The engagement shali not be construed to supperi Client's
responsibilities under Section 404 of the Act requiring each annual repori
filed under Section 13(a) or 15(d) of the Securities Exchange Act of 1934
fo contain an internal control report from management.

27. NATIONAL INSTRUMENT 52-109,

Except as set forth in the Engagement Letter, Client acknowledges that
completion of the engagement or acceptance of KPMG's reports, advice,
recommendalions and other deliverables resulting from the engagement
will not constitute a basis for Client's evaluation of disclosure controls and
procadures, or ils compliance with its CEOQ/CFO certificalion requirements
under National instrument 52-109, Certification of Disclosure in Issuers’
Annual and Intenm Filings, Including those related 10 the design of intarnal
control over financial reporting.

2B. SPECIFIC ACCOUNTING AND OTHER ADVICE.

Except as sel forth in the Engagemeni Lelter, the engagement does not
contemplate the provision of spedific accounting advice or opinions or the
issuance of a writlen repon on the application of accounting standards to
spedific transactions and facts and circumstances of Clienl. Such services,
if requested, would be provided pursuant to a separate engagement.
Client should consult with and/or engage !egal counsel for the purpose of
advising on legal aspects of matters on which KPMG provides its advice
and drafling any legal documents and/or agreements that may be
required. To the exient legal counsel or other professional service
providers are required, Client is exclusively responsiblte for engaging and
paying such servica providers.

29. TAX SERVICES.
a. If tax work is specifically requested by Client, KPMG will perform the
procadures in accordance with this section. KPMG will base its findings

exclusively on the facts and assumptions provided to KPMG by Clien! and
Client's personnel and advisors. KPMG will consider the applicable
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provisions of the relevant taxing statutes, the regulalions thereunder,
applicable tax treaties and judical and adminisirative interpretations
thereof. KPMG will also take into account all specific proposals lo amend
such statutes, regulations and treaties publicly announcad prior to the date
of KPMG's reports, based on the assumption that these amendments will
be enacted substantially as proposed. These authorities are subject io
change, relroactively and/or prospectively, and any such changes could
affect the validity of KPMG's findings and may result in incremental taxes,
interest or penalties. KPMG's findings will not otherwise take into account
or anticdpale any changes in law or practice, by way of judicial,
governmental or fegislative action or interpretation. Unless Client
specificatly requesis olherwise, KPMG will not update tax work to fake any
such changes into account.

b. KPMG will use professional judgment in providing advice, and will,
unless Client instructs otherwise, iake the position most favourable to
Client whenever reasonabte. All relums are subject to examination by tax
authorities, and KPMG's advice may be audited and challenged by a tax
authority. Client understands thal KPMG's conclusions are not binding on
fax authorities or the courts and should nol be consirued as a
representation, wamranty or guarantee that the tax authorities or courts will
agres with KPMG's congiusion.

c. Clisnt is also responsible for ensuring that KPMG's advice is
implemented strictly in accordance with KPMG's recommendations. KPMG
is not responsible for any penalties or inlerest assested against Client as
a result of a failure by Client to provide KPMG with accurale and complete
information.

d. ' Unless expressty provided for, KPMG's services do nol include
represeniing Client in the event of a challenge by the Canada Revenue
Agency or other lax or revenue authorities.

30, LLP.

KPMG LLP is a registered limiled Yability partnership {"LLP") established
under the laws of the Province of Ontario and, where applicable, has been
registered extra-provincially under provincial LLP fegislation. KPMG is a
partnership, but its pariners have a degree of limited liability. A partner is
not personally liable for any debts, obligations or liabilities of the LLP that
arise from a negligent act or omission by another partner or any person
under that other pariners direct supervision or control. The legislation
relating to limiled liabitity parinerships does not, however, reduce or limit
the liability of the fim. The fim's insurance exceeds the mandalory
professional indemnity insurance requirements established by the refevant
professional bodies. Subject to the olher provisions hereof, ait pariners of
the LLP remain personally liable for thelr own actions and/or actions of
those they directly supervise or control.

31, ALTERNATIVE DISPUTE RESOLUTION.

The parties hereby agree that ihey will first attempt to seitie any dispute
arising out of or relating to this Engagement Letter or the services provided
hereunder through good faith negotialions in the spirit of mutual
cooperation between representatives of each of the parties with authority
to resolve the dispute. In the event that the parlies are unable to settle or
resolve their dispute through negotiation within 30 days of the dispute first
anising or such longer peried as the parties may mutually agree upon, such
dispute shall, as promptly as is reasonably practicable, be subject to
mediation pursuant to the National Mediation Rules of the ADR Institute of
Canada, Inc. All disputes remaining unsettied for more than 60 days
following the parties first meeting with a medialor or such longer pefiod as
the parties may mutually agree upon shall, as promptly as is reasonably
praciicable, be subject to arbitration pursuant to the National Arbitration
Rulas of the ADR Institute of Canada, Inc. (the “Arbitration Rules”). Such
arbitration shall be final, conclusive and binding upon the parties, and the
parties shall have no right of appeal or judicial review of the decision. The
panies hereby waive any such rght of appeal which may otherwise be
provided for in any provincial arbitration statute made applicable under the
Arbitration Rules. The place of mediation and arbitration shall be the city
in Canada in which the principai KPMG office that performed the
engagement is located. The language of the medlation and arbitration
shall be English.
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Director, Finance
Re: Financial Information — 3™ Quarter September 30, 2015

Staff Recommendation

That the staff report titled, “Financial Information — 31 Quarter September 30, 2015”, dated
November 2015 from the Director, Finance be received for information.

Jerry Chong
Director, Finance
(604-276-4064)
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Origin

Financial information for the 3" quarter ended September 30, 2015 is being provided to the Finance
Committee for review. The report provides details on the economic environment, financial results and
other key indicator information.

Analysis

Macroeconomic Indicators & Forecast

1) Global Growth — Real GDP % Change '

16.0 e Downside risks continue to dominate and
14.0 the global growth forecast has been
12.0 adjusted down for both 2015 and 2016.
100 e Strong job growth, rising income and
8.0 pent-up demand are sustaining the signs
60 of upward momentum in the US
economy.
4.0
20 e The Canadian economy continues to
0o L ~ contract as a result of depressed
commodity prices and the national
growth forecast has been further

downgraded to 1% in 2015 and 1.7% in

2007 2008 2009 2010 2011 2012 2013 2014 2015f 2016f 2016.
anada Inited States ‘hina Jorld L The grOWth fOI‘CC&St fOI‘ Chma I‘emains
unchanged at 6.8% in 2015 and 6.3% in
2016.

2) Iﬁterest Rates — US and Canadian Overnight Central Bank Rate % at Year-End’

>0 e  With downward adjustments in the

4.00 growth rate, forecasts for an interest
rate hike in Canada were adjusted

3.00 down, with 2015 ending at the current
0.5%.

2.00

e Forecasters are predicting an increase

1.00 in the US overnight rate by 25 points to

end 2015 at 0.5%.

0.00 - -

2007 2008 2009 2010 2011 2012 2013 2014 2015f2016f * Aslower climb in interest rates than
SEED anada BOC previously forecast is expected in 2016

for both economies.

! International Monetary Fund, World Economic Outlook
2 US Federal Reserve, Bank of Canada and Royal Bank Research
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3) Exchange Rates — CAD/USD at Year-End °
1.45

1.35
1.25
1.15
1.05
0.95
0.85

0.75

2007 2008 2009 2010 2011 2012 2013 2014 2015f 2016f
ADper $1 USD

Regional & Local Economic Activity Indicators

4) Unemployment *
7.5

7.0
6.5
6.0

5.5

5.0
Q4-12 Q3-15

.anada C fletro Vancouver

5) Consumer Price Index (CPI —2002=100) *

128.0
126.0
124.0
122.0
120.0
118.0
116.0
114.0
112.0
110.0

Q4-12 Q3-15

.anada iC Jletro Vancouver

3 Bank of Canada
4 Statistics Canada
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Prospects for continued downturn in
commodity prices, including oil, signal
ongoing weakness of the Canadian dollar
against the US dollar through 2015 and
2016.

A weaker Canadian dollar will continue
to bode well for Canadian exporters and
local firms are well positioned to take
advantage of this trend.

Nationwide and Metro Vancouver
unemployment rates held steady at 6.4%
and 6.0% through the third quarter of
2015.

While total employment rose, the BC
unemployment rate also rose, as more
people entered the labour force than
found jobs.

Gains in part-time work were offset by
losses in full time work

All of the Canadian, BC and Metro
Vancouver consumer price indices (CPI)
remained stable through Q3-2015, as the
effects of lowering the interest rate earlier
in the year were absorbed.

Renewed deflation concerns are resulting
in the interest rate being held at its
current levels for longer, so as to be near
the Bank of Canada’s 2% target.
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6) Housing Starts ’

7) House Sales & Prices — Richmond °

> Canadian Mortgage and Housing Corporation

8 Real Estate Board of Greater Vancouver
4786970
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After declining for the first two
quarters of 2015, Richmond housing
starts are on the rise, more than
doubling in Q3 over Q2. Year to date
housimg starts remain down overall,
by 29%, compared to a record 2014.
This is reflective of the development
cycle relating to Richmond’s ongoing
City Centre revitalization which saw
major spikes in new construction in
2011 and 2014.

Metro Vancouver housing starts
decreased by 4.3% in Q3 2015 after
an increase of nearly 20% in the last
quarter. Year to date figures have
registered a slight increase of 4%.

Despite a drop in residential sales
activity of 15% this quarter
compared to last, year to date sales
have increased by 32% overall.
Leading the charge are detached
homes, with sales increasing 40%
over the same period last year,
followed by apartments at 38% and
townhouses at 20%.

Prices of all types of homes have
increased again this quarter. The
average price of a detached home in
Richmond now sits at a record $1.53
million, an increase of 22% over the
same period last year.
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8) Building Permits — Richmond ’
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Total building permits issued in Q3 2015
were up 26% compared to the same period
in 2014.

Year to date residential, commercial and
industrial permits issued have seen an
increase of 18%, 12% and 21%
respectively.

Despite a drop by 57% in construction
value this quarter over Q2, year to date
figures are up a substantial 116% over
2014



FIN - 40



FIN - 41



FIN - 42



FIN - 43



FIN - 44



November 18, 2015 -11-

Departments continue to proactively monitor their actual results on a monthly basis. The following section
provides an explanation on a Division/Departmental basis of year to date variances in relation to the 2015
Financial Plan:

4786970

Community Services is under budget primarily driven by vacancies in Recreation Services as well as
to the on-boarding of the new City Centre Community Centre and stronger facility revenue. Parks
expenditures were slightly reduced due to the 2015 drought which resulted in lower maintenance
costs during the summer. The appropriation of $789k will be transferred to the salary provision to
provide stabilization funding for the onboarding of the City Centre Community Centre.

Corporate Administration projected surplus is due to unfilled vacant positions. $500k will be
transferred to the salary provision to provide stabilization for future operating budget impact (OBI).

The Engineering and Public Works variance can be attributed to the timing of preventative
maintenance and programs that were initiated in the earlier part of the year and continue into the 4th
quarter. .

Anticipated appropriations at year end include $796k for facility management and $774k for project
development for ongoing projects expected to be completed in 2016. $310k is appropriated relating
to Major Roads Network and Snow and Ice Control. $473k of Fleet surplus is appropriated as per
Council policy. $482k for the Alexandra District Energy Utility is appropriated to repay the initial
capital investment. $183k from Storm Drainage will be transferred to the Drainage utility reserve.
Therefore it is anticipated that there will be a remaining surplus of $973k from operations, however
experience indicates that unanticipated events could impact this figure.

Finance and Corporate Services is projected to have a surplus due to higher business licence revenues
relative to budget, unfilled vacant positions in Finance and IT, and operational savings in IT and
Administration and Compliance. $650k is appropriated for ongoing budget process improvement and
internal control review, $700k for the Digital Strategy Implementation, $100k for the risk framework,
and $100k for the DCC growth study.

Richmond Fire Rescue is expected to be under budget due to vacancies in the first part of the year,
new recruits started in September.

Law & Community Safety is expected to be under budget due to vacancies and higher revenues in
Bylaws for parking and water restriction violations.

Library is projected to end the year with a small surplus due to vacancies and operational savings
which will be appropriated to fund the Launchpad updates to be completed in 2016.

Planning and Development has realized an increase in Building Permit revenue through the 3rd
quarter. The favourable variance is based on stronger multi-residential permits. It is anticipated the
construction activity will remain stable through the 4th quarter but it is unclear whether these levels of
activity can be maintained in the long term. Building permit revenue is recognized as earned and
therefore the projected surplus includes an estimate of the amount that is earned in 2015 from
amounts collected in previous years, offset by an estimate of the building permits received in 2015
that will be earned in future years.
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The Development Applications Department has realized a higher than anticipated budgeted
development application revenues during Q3 2015. The total number of Development Applications
submitted to the City year to date is in keeping with anticipated application volumes. It is anticipated
the development activity and revenues will continue to be stable through the 4th quarter.

Policing is expected to be under budget due to municipal staff vacancies and contract savings.
Projected contract savings are due to lower than budget salary and related indirect costs as well as IT
and Communication equipment savings.

Fiscal and transfers is expected to be unfavourable to budget by 0.1% due to additional transfers from
increased revenues and operational savings.

Water utility surplus is due to savings in water purchase expénse as a result of lower consumption.
The surplus will be transferred to the water levy stabilization provision.

Sanitary sewer utility surplus is due to lower Metro Vancouver costs relative to budget. The surplus
will be transferred to the sewer levy stabilization provision.

Sanitation and recycling utility surplus is due to MMBC revenues and other operational savings. The
surplus will be transferred to the general solid waste and recycling provision.

The presentation of the figures for the Financial Statement, Statement of Operations is different than the Net
Budget presentation above. The above presentation combines revenues and expenses and presents the net
amount inclusive of transfers. The Statement of Operations presents the revenues and expenses separately
and prior to any surplus appropriations and transfer to reserves. The Statement of Operations for the nine
month period ended September 30, 2015, with comparative figures for 2014 is included in Appendix 3.

4786970
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Active Capital Project Summary

The 2015 amended Capital Budget of $160.7M (excluding internal transfers and debt repayments) is
included in the figures below as are the amounts relating to capital projects from previous years’ Capital
Budgets which remain active. The current balance committed to active capital projects is $341.5M.

Statement of Active Capital Project Expenditures

A o nt Qantanithaes 20 INTE Fia OINNNA

Inirastructure rrogram PLOO, L4 POY, 000 dYO.DI8
Bulldlng Program 166,636 40,469 126,167
Land & Parks Program 138,513 38,386 100,127
Faninment Praaram 36.961 20279 16 6R?

Active Capital Project Summary

i i t H H

Infrastructure
|
Q - .
g Building Program Spent to Date
b1 i
E Budget
(2 Land & Parks Program

Equipment Program

I k] f H

$0 $40 $80 $120 $160 $200
Millions

Highlights of key capital projects are presented in Appendix 4.
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Investment Portfolio

The City’s cash and investment portfolio at September 30, 2015 was $929.2 million, with an average yield
on investment of 1.99%. The current low interest rate environment and the City’s cash flow projections have
influenced the terms and types of investments that the City holds (Appendix 5).

Market Interect Ratec (far analvtical nirnneee nnlv)

3 Month Government of Canada 1-Baills 0.41%
2 Year Government of Canada Bonds 0.53%
5 Year Government of Canada Bonds 0.81%
10 Year Government of Canada Bonds 1.45%

Source: Bank of Canada

Canada’s economy was weak in the first six months of 2015 but there are clear signs of a pickup in growth
for the remainder of the year. A stronger U.S. demand and a lower Canadian dollar are offsetting some of
the negative effects brought on by continuing lower commodity prices and drop in business investment in
the energy sector. The weaker profile of business investment suggest that growth in potential output in the
near future will more likely be in the lower part of the Bank of Canada’s range of estimates. The Bank is
forecasting that the Canadian economy will be returning to full capacity around mid-2017; it has previously
anticipated a target date of early 2016. Taking all these and other factors into consideration, the Bank
maintained the overnight rate at %2 per cent on October 21, 2015.

The City continues to comply with its Investment Policy (3703) by carrying a diversified investment
portfolio with strong credit quality, meeting the objectives of managing its investment activities in a manner
that seeks to preserve capital and to realize a reasonable rate of return.
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Contract Awards

This report provides information on the formal contracts awarded by the City during the 31
quarter. During this period, 56 contracts greater than $25,000 were awarded totalling over
$27.85M (Appendix 6).

Financial Impact
None.
Conclusion

Development activity noted in the first nine months of 2015 continues to be relatively stronger than
the same period in 2014 and it is expected that this positive trend will continue through the last three
months of the year.

The forecast surplus at the end of the third quarter is estimated at $8.3M and following the year-end
audit, the finalized surplus will be placed in the Rate Stabilization Account for future tax rate
stabilization or one-time expenditure requests as authorized by Council.

Cinay uiiiuan, cra, CMA
Manager, Financial Reporting
(604) 276-4077

Att. 1: Economic Indicators

Att. 2: Financial and Key Indicators

Att. 3: Statement of Operations for the Nine Month Period Ended September 30, 2015, with
comparative figures for 2014

Att. 4: Capital Project Highlights

Att. 5: Investment Portfolio

Att. 6: Contract Awards > $25,000
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! Economic Indicators September 30,2015
Macroeconomic Indicators & Forecast
1) Real GDP - % Change 2013 2014 2015f Change 2016f
Canada 2.0 2.5 1.0 (60.0%0) 1.7
United States 2.2 2.4 2.6 8.3% 2.8
China 7.8 7.4 6.8 (8.1%) 6.3
World 3.4 3.4 3.1 (8.8%) 3.6
2) Interest Rates 2013 2014 2015¢ Change 2016f
Bank of Canada 1.00 1.00 0.50 (50.0%) 1:00
US FED 0.25 0.25 0.50 100.0% 2.00
3)  Exchange Rate 2013 2014 2015fF Change 2016f
CAD per $1.USD 1.06 1.16 1.36 17.2% 1.30
Regional and Local Market Indicators
4) Unemployment (%) Q3-2015 Q2-2015 Change Q3-2014 Change
Canada 6.4 6.5 (0.1%) 6.8 (4.4%)
BC 6.3 5.6 12.5% 6.1 (8.2%)
Metro Vancouver 6.0 6.1 (1.6%) 6.2 (1.6%)
5) CPI (2002=100) Q3-2015 Q2-2015 Change Q3-2014 Change
Canada 127.1 127.2 (0.1%) 125.8 1.0%
BC 121.0 120.7 0.2% 119.5 1.3%
Metro Vancouver 122.7 122.4 0.2% 121.2 1.2%
6) Housing Starts (Units) Q3-2015 Q3-2014 Change  YTD-2015 YTD-2014 Change
Starts - Metro Vancouver 5,298 5,536 (4:3%) 15,236 14,646 4.0%
Starts - Richmond 658 1,055 (37.6%) 1,551 2,198 (29.4%)
7) Richmond Residential Activity Q3-2015 Q3-2014 Change  YTD-2015  YTD-2014 Change
Salés = Detached 575 445 29.2% 1,804 1,293 39.5%
Sales - Townhouse 310 309 0.3% 984 822 19.7%
Sales = Apartment 560 391 43.2% 1,546 1,120 38.0%
Sales Total/Average Change 1,445 1,145 24.3% 4,334 3,235 32.4%
YTD- YTD-
2015 2014 Change
Average Price - Detached ($ at QE) 1,527,000 1,249,000 22.3%
Average Price - Townhouse ($ at QE) 603,000 542,000 11.3%
Average Price - Apartment ($ at QE) 401,000 386,000 3.9%

4786970
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Economic Indicators September 30, 2015

Regional and Local Market Indicators (continued)

8) Richmond Building Permits Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Building Permits - Residential 242 199 21.6% 703 598 17.6%
Building Permits - Commercial 133 94 41.5% 370 329 12.5%
Building Permits - Industrial 44 38 15.8% 149 123 21.1%
Building Permits Total 419 331 26.3% 1,222 1,050 17.1%
Construction Value ($ million) 143.8 104.1 38.1% 749.5 3474 115.7%

9) Commercial Space (at QE) Richmond Metro Vancouver

Q3-2015 Q3-2014 Change Q3-2015 Q3-2014 Change
Office Vacancy (%) 11.3 154 (26.6%) 99 9.7 2.1%
Transit Oriented Office Vacancy (%) 4.6 4.6 0.0% 11.2 11.2 0.0%
Office Inventory (000 sf) 4,418 4,359 1.4% 56,104 54,428 3.1%
Industrial Vacancy (%) 24 39 (38.5%) 39 42 (7.1%)
Industrial Inventory (000 sf) 37,913 37,828 0.2% 198,608 196,236 1.2%

10) Richmond Business Growth Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Total Valid Business Licenses (YTD) n/a n/a n/a 13,509 13,312 1:5%
New Licenses - Number Issued 430 398 8.0% 1,313 1,213 8.2%
New Licenses - Employees 1,625 1,133 43.4% 4,484 3,872 15.8%
New Licenses - Office Added (sf) 102,411 97,042 5.5% 306,615 280,629 9.3%
New Licenses - Retail Added (sf) 132,869 58,210 128.3% 303,840 132,255 129.7%
New Licenses - Industrial Added (sf) 165,631 73,016 126.8% 394,998 515,137 (23.3%)
Total Space Added (sf)/Avg. Change 400,911 228,268 75.6% 1,005,453 928,021 8.3%

11) Goods & People Movement Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
YVR Air Cargo (torines) 68,504 69,444 (1.4%) 199,453 184,911 7.9%
PMV Container Movement (TEUs) 798,473 790,375 1.0% 2,318,767 2,193.871 5.7%
YVR Passengers (million) 5.8 5.7 1.8% 15.5 14.9 4:0%
Richmond Hotel Revenue ($ million)* n/a n/a n/a 115.9 98.1 18.1%

* Hotel Revenue available to August only

Notes:

a)
b)

QF indicates quarter end
YTD indicates year to date

List of Sources:
International Monetary Fund, World Economic Outlook
US Federal Reserve, Bank of Canada and Royal Bank Research

4786970

Bank of Canada
Statistics Canada
CMHC

Real Estate Board of Greater Vancouver

City of Richmond Building Permits

Cushman & Wakefield Office and Industrial Market Beat Reports

City of Richmond Business Licenses
YVR & PMV Monthly Cargo Statistics

YVR monthly statistics; City of Richmond Additional Hotel Room Tax Ledger

City of Richmond Additional Hotel Room Tax Ledger
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Financial Indicators September 30, 2015

(All dollar amounts in $000°s)

1) Development Cost Charges Contributions Q3-2015 Q3-2014  Change YTD-2015 YTD-2014 Change
Roads, Water, Sewer DCC's Received $4,039 $1,160 248.1% $16,326 $2,871 486.6%
Parks DCC's Received $4,338 $1,110  290.7% $20,105 $4,353 361.9%
Total DCC Fees Received $8,377 $2,271  268.9% $36,431 $7,224 404.3%
DCC Reserves to date — Uncommitted n/a n/a n/a $70,630 $48.331 46.1%

2) Uncommitted Reserves Q3-2015 Q3-2014  Change
Capital Funding Reserves $99,069 $55,832 77.4%

Affordable Housing Reserves $1,947 $4.446  (56.2%)
Other Reserves $142 861 $120,028 19.0%
Total Uncommitted Reserves $243,877 $180,306 35.3%

3) Taxes to date Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Taxes Collected $156,819 $159,266 (1.5%) $378,522 $364,780 3.8%
City Portion of Taxes Collected ‘ $76,841 $78,040  (1.5%)  $185.476 $178.,742 3.8%
Unpaid Taxes - Delinquent & Arrears $2,297 $2,002 14.7% $2,297 $2,002 14.7%
No. of Participants on Pre-authorized withdrawal 6,505 6,317 3.0% 6,505 6,317 3.0%
Pre-authorized withdrawals payments $5.549 $4.819 15.1% $18,818 $16,636 13.1%
Interest rate % paid 0.85% 1.00% (0.15) 0.85% 1.00% (0.15)

Sources: All data is from City of Richmond records

4) Investments Q3-2015 Q3-2014  Change
Total Investments $929,214 $844,660 10%

Average City Rate of Return on Investments % 1.99% 1.99% 0%

5) Planning and Development Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Building Permit Fees Collected $1,888 $1,329 42.1% $8,391 $4,764 76.1%
Development Applications Received 67 54 24.1% 196 156 25.6%
Development Applications Fees $309 $206 49.7% $894 $541 65.4%

6) Business Licenses Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Revenue Received for Current Year Licenses $693 $750 (7.6%) $3,318 $3,317 0.0%
Revenue Received for Next Year (Deferred) $369 $338 9.3% $645 $593 8.7%
Total License Revenue $1,062 $1,088 (2.3%) $3,962 $3,910 1.3%
Year to date valid licenses and revenue include current year licenses issued in the prior year.

7) Other Revenues Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Parking Program Revenue $580 $515 12.5% $1,583 $1,451 9.1%
Gaming Revenue $4,951 $5,346 (7.4%) $15,023 $15,395 (2.4%)

Traffic Fine Revenue to date $0 $0 0% $2.227 $1.517 46.8%

Notes:
a) All figures presented above are unaudited
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Key Indicators September 30, 2015

8) Employees Q3-2015 Q3-2014 Change

Full Time Equivalent (FTE) Employees 1,363 1,367 (0.3%)

(City and Library)

FTE includes Regular Full Time, Temporary and Auxiliary status employees. The calculation is based on actual results excluding
overtime.

9) Operating Indicators Q3-2015 Q3-2014 Change YTD-2015 YTD-2014 Change
Fire Rescue Responses 2,742 2,487 10.3% 7,680 7,119 7.9%
RCMP - Calls for Service Handled 17,922 17,555 2.1% 50,972 51,234 (0.5%)
Public Works calls for Service 3,806 3,259 16.8% 10,361 9,251 12.0%

10) Affordable Housing 2015 2014  Change
Subsidized Rental (units) 477 477 0.0%
Affordable Rental (LEMR) (units) 311 272 14.3%
Market Rental (units) 411 411 0.0%
Entry Level Home ownership (units) 19 19 0.0%
Secondary Suite / Coach House (units) 153 127 20.5%
Total Affordable Housing 1,371 1,306 4.7%

Q3-2015 Q32014 Change

Floor Space secured, unit mix & other (sq feet) 119,069 108,202 10.0%
11) Richmond Population Estimate Year End * 2015F 2014
213,891 209,338

4786970

*Estimated population figures provided by City of Richmond — Policy Planning
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Statement of Operations'

For the Nine Month Period Ended September 30, 2015, with comparative figures for 2014
(Expressed in thousands of dollars)

Annual Actuals Actuals
Budget Sept 30 Sept 30
2015 2015 2014
Revenues:
Taxes and levies $189,796 $189,612 $183,687
User Fees 94,695 70,645 72,092
Sales of Services 22,104 21,536 18,011
Payments-in-lieu of taxes 13,473 13,045 12,546
Provincial and federal grants 4,533 4,717 4,242
Development cost charges - 16,370 16,682
Other capital funding sources 55,000 30,895 38,750
Other revenues:
Investment Income 16,821 12,648 12,426
Gaming Revenue 18,030 15,023 15,395
Licenses and permits 7,874 8,557 7,340
Other 7,191 33,789 16,505
429,517 416,837 397,676
Expenses:
Law and Community Safety 89,958 60,781 57,718
Engineering, public works and project
development 58,127 40,158 38,094
General government 58,023 36,877 36,500
Parks, recreation and community services 54,369 43,615 37,033
Utilities:
Water supply and distribution 39,921 30,449 27,119
Sewerage collection and disposal 29,373 21,331 21,176
Sanitation and recycling services 15,057 9,767 8,684
Planning and development 13,120 9,517 9,038
Library services 9,793 6,974 7,205
367,741 259,469 242,567
YTD Surplus (Annual Surplus)? 61,775 157,368 155,109
Accumulated surplus, beginning of year 2,542,367 2,542,367 2,421,214
Accumulated surplus, end of September 30° $2,604,142 $2,699,735 $2,471,995

4786970

! Statement of Operations for City and Library only, does not include LIEC and Oval figures

% Annual Surplus is the difference between revenues and expenses and reflects the change in the accumulated surplus on the Statement
of Financial Position. Annual Surplus is prior to transfer to reserves and surplus appropriations. The revenues include capital
contributions, development cost charges and other items that impact the investment in tangible capital assets within the accumulated
surplus. The expenses include amortization which impacts the investment in tangible capital assets in accumulated surplus.

* Accumulated surplus is equivalent to the net worth of an organization and is comprised of investment in tangible capital assets,
reserves, appropriated surplus, general surplus and other equity.
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|

Capital Highlights Infrastructure

4786970

Westminster Hwy: Nelson Rd. to McMillan Way — Widening Westminster Highway:
Approved Budget: $10.4M (2011) 60% Complete
- Preload works are completed and the preload has been removed. The main road construction
contract has been awarded and construction is ongoing.

Woodwards Road Watermain Replacement —Gilbert Road to Railway Ave:
Approved Budget: $1.65M (2015) 25% Complete
- This project involves the installation of approximately 1,600m of 200mm watermain replacement
of existing ageing infrastructure. Construction by City forces is ongoing,

Alexandra District Energy Utility Expansion - Phase 3

Approved Budget: $12.1M (2015) 90% Complete
This project expands the energy capac1ty and distribution network of the existing utility to meet
the needs of development in the service area. Works are being procured through the City’s
Construction Manager, Stuart Olson Construction, focusing on the Energy Plant expansion. The
current construction efforts encompass the geo-exchange field and the structural and
architectural for new energy center. Upcoming works include final commissioning for the
mechanical and electrical works for the energy center and the glycol introduction.

Steveston East Watermain Replacemenit: A
Approved Budget: $2.68M (2013) 30% Complete
- This project consists of replacing ageing watermains that are at the end of their service life, in the
Garry Street, Dunford Road and Windjammer Road area. Construction is ongoing.

Bath Slough Pump Station Upgrade.
Approved Budget: $4.2M (2013) 25% Complete
- This project consists of the upgrading of the existing Bath Slough Drainage Pump Station, and is
part of a larger strategy to increase the City’s drainage capacity, increase pump station reliability
and reduce flooding. The construction contract has been awarded and construction has
commenced.
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| Capital Highlights Buildings |

Minoru Major Facility (Integrated Minoru Aquatic Centre/Older Adults Centre).
Approved Budget: $79.6M (2014) -~ 22% Complete
- On November 12, 2013, Council confirmed funding and site location for the new

facility to be the Minoru 2 soccer pitch. Space programming for the facility was
endorsed by Council on July 28, 2014 and preliminary form and character endorsed by
Council on October 27, 2014. Preload for the site is in place, ground densification is
underway and the design development phase is 100% complete. Project completion is
anticipated at the end of 2017. The public engagement process is continuing through to
project completion.

Fire Hall No. 1.
Approved Budget: $21.5M (2014) 16% Complete
- On November 12,2013, Council confirmed funding and the site location for the Fire

Hall No. 1 replacement. Space programming for the facility was endorsed by Council
on July 28, 2014 and the preliminary form and character endorsed by Council on
October 27, 2014. The construction drawing phase of the project is complete.
Demolition and site remediation are complete and the preload settlement has begun.
Project completion is anticipated by spring 2017.

Fire Hall No. 3:

Approved Budget: $20.7 (2005-2009) 35% Complete
On July 23, 2012 Council approved construction of a new Firehall No. 3. In late
2013, a lease agreement was reached with BC Ambulance to construct Firehall No. 3
as an integrated facility, to be used jointly with Richmond Fire-Rescue. Council
approved funding of $20.7 million to construct a new Firehall No. 3 through the 2005
- 2009 Capital Programs. The design and development of Fire Hall No. 3 is
completed and site development started February 2015. Project completion is
anticipated by early 2017.

FIN - 56

4786570



November 18, 2015 -23 - Appendix 4

\ Capital Highlights Community Services/Parks \

Railway Greenway:
Approved Budget: $2.3M (2013) 95% Complete
- The major trail construction work is completed. Work is proceeding on intersection
improvements with completion expected by Dec. 2015

Garden City Lands Phase 1:

Approved Budget: $2.1M (2015) 5% Complete

- The Garden City Lands Legacy Landscape Plan was completed and endorsed by
Council in June 2014. The Legacy Plan provides a vision statement, guiding
principles, a land use framework, a concept plan and outlines objectives and
actions to guide the development of the Lands. An in-depth study of the site’s
hydrological and ecological conditions is underway in order to inform the design
and development of the various features and amenities envisioned in the Plan. An
request for proposal for detailed design & construction administration services has
been issued.

- Construction of Phase 1 works is expected to begin in 2016.

Lang Park Development:
Approved Budget: $800K (2015) 15% Complete
- Detailed design is nearing completion. Tender is expected in December 2016 and
construction is expected to start in January 2016 and be completed by May 2016.

Middle Arm/ Hollybridge Pier:
Approved Budget: $1.0M (2015) 15% Complete
- The design process has started.
- Detailed design in process with construction expected to commence in Summer
2016 and completion in 2017.

Steveston Town Square:
Approved Budget: $250K (2015) 30% Complete
With the relocation of Japanese Fishermen’s Benevolent Society Building to the site,
a concept plan for redeveloping the site has been prepared that will update the park
area, improve circulation, tie in the park area to both the Steveston Museum and
Japanese Building for programming and events, and create an opportunity to
celebrate the Japanese historic connection to Steveston.
- Demolition completed
- Base preparation for the grading, storm, water, and electrical services currently in
progress
- Hard landscaping components to be installed by end of December.
- Suikinkutsu water basin feature to be constructed at the north end of the park
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‘ Capital Highlights Community Services/Parks ‘

" 4786970

The Gardens Agricultural Park:
Approved Budget: $316K (2012) & $1.1M (2015) 50% Complete
- City construction for Phase 1 has been partially completed along with Servicing
Agreement works completed by Townline Homes in fall 2014. Phase 1 work 1s
currently in progress

Minoru Sports Fields Redevelopment:
Approved Budget: $5.7M (2014) 98% Complete
Opening ceremonies for the fields were held on April 11th.
- Tennis Courts sport surfacing was completed in May.
- Deficiency repairs for irrigation are underway.
- Practice wall at the tennis courts is completed.
- Shade shelters for the spectators viewing areas are scheduled to start in December
2015 and expected to be completed by February 2016.
- PA system installation in process.
- Design for perimeter fencing at the throw zone completed

Seine Net Loft Deck Repairs:
Approved Budget: $572K (2014) 100% Complete
- All work complete.

Britannia Shipyards Slipways:
Approved Budget: $513K (2014) ' 45% Complete
Conditional assessment complete.
- Demolition complete.
- Detail design completed in July.
- Tender of materials secured, construction in progress.
- Completion by July 2016.
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Investment Portfolio
September 30, 2015 (in 000’s)

Appendix 5

DBRS
Asset Long Term Net Book % ofTotal Investment Limit
Class Rating Issuer Term Value Portfolio (% of Portfolio)
Federal (Fixed Income*)
AAA Canada Housing Trust 2016 $ 10,090
Total $ 10,090 1.08% No Limit
Provincial (Fixed Income *)
AA (low)  Ontario 2015-2017  $ 82,130 8.84%
AA British Columbia 2019 65,593 7.06%
AAA Alberta 2016-2019 47,743 5.14%
A (high)  Quebec 2017 36,101 3.89%
A (highy  Manitoba 2016 12,000 1.29%
Total $ 243,567 26.21% 50%
Chartered Banks (Fixed Income* and Deposits) '
AA Bank of Montreal 2016-2017  § 68,582 7.38%
AA Bark of Nova Scotia 2015-2017 68,581 7.38%
AA (low) National Bank of Canada 2018-2020 45,829 4.93%
AA Royal Bank 2016-2018 43,779 4%
AA TD Bank 2016-2021 42,121 4.53%
AA CIBC 2018 38,527 4.15%
AA Wells Fargo Canada 2017 24,519 2.64%
AA (low) HSBC Bank of Canada 2017 22,809 2.45%
A (low)  Canadian Western Bank 2016 20,000 2.15%
Total $ 374,747 40.33% 50%
BC Credit Unions (Deposits)
Vancity 20152016  $ 89,727 9.66%
Coast Capital Savings 2015-2017 69,917 7.52%
Gulf and Fraser 2015-2017 49,756 5.35%
Westminster Savings 2015-2017 48,420 5.21%
Total $ 257,820 27.75% 30%
Pooled Investments (MFA Bond Fund)
MFA Pooled Investment Fund $ 42,990 4.63% 20%
Total Investment Portfolio Balance $ 929,214 100.00%

* The City’s annual investment return inclusive of gains was 3.20% as of September 30, 2015

Investment Maturity
6 to 7 years
4 to 5 years
3 to 4 years
2 to 3 years
1 to 2 years ‘
6 months to 1 year “
3 to 6 months
0 to 3 months
6 5;) 160 15‘0 2(;0 250 30‘0 35‘0 40‘0
Millions ($)
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Richmond
To: Finance Committee Date: November 25, 2015
From: George Duncan File:

Chief Administrative Officer
& President and CEO
Richmond Olympic Oval

Andrew Nazareth
General Manager, Finance and Corporate Services
& Chief Financial Officer, Richmond Olympic Oval

Re: 3" Quarter 2015 — Financial Information for the Richmond Olympic Oval

Staff Recommendation

That the report on Financial Information for the Richmond Olympic Oval Corporation for the
third quarter ended September 30, 2015 from the Controller of the Richmond Olympic Oval
Corporation be received for information.

A ———

UwULgY Lunval Andrew Nazareth

Chief Administrative Officer General Manager, Finance and Corporate Services
& President and CEO & Chief Financial Officer,

Richmond Olympic Oval Richmond Olympic Oval
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RICHMOND OLYMPIC OVAL Report

DATE: November 19, 2015

TO: George Duncan
Chief Executive Officer, Richmond Olympic Oval Corporation

Andrew Nazareth
Chief Financial Officer, Richmond Olympic Oval Corporation

John Mills
Chief Operating Officer, Richmond Olympic Oval Corporation

FROM:  Rick Dusanj, CPA, CA
Controller, Richmond Olympic Oval Corporation

Re: Richmond Olympic Oval Corporation — 3" Quarter 2015 Financial information

Origin

This staff report deals with the third quarter financial results for the 3 months ended September 30,
2015 (“Q3") which was approved by the Corporation’s Board of Directors. The Q2 financial results
were presented at the September 21*, 2015 Finance Committee meeting. During this meeting,
committee members requested that future quarterly reports include a balance sheet as well as
additional commentary on financial results. Staff have provided this additional information in this
report on pages 3 and 4.

Highlights :
The following are some of the highlights of the activities undertaken by the Corporation during Q3.

Community Use
Several community groups used the Oval facility in Q3. Some of the community groups from

Richmond include, but are not limited to; DRIVE Basketball, Richmond Minor Hockey Association,
Richmond Ringette, Connaught Figure Skating, Panther Cheer, and Aura Rhythmic Gymnastics.

The Member Care department continued to build member engagement with the Membership
Challenge, which is an incentive program designed to improve retention and use of the Oval facility.
In Q3 the Oval ran a Corporate Membership Challenge to engage its corporate member base and
488 members participated. At the end of Q3 2015, a total of 76% of Oval members were Richmond
residents.

Total visitation for Q3 2015 was 174,312, Total visitations are calculated based on the sum of the
following figures: the number of paid admissions, the number of membership scans, the number of
visits for those individuals in registered programs, the number of visits to the Oval’s YYoga studios

Page 1 of 5
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and the number of visits from event rentals and user groups. The event rental and user group
figures are based on data obtained from the clients and programmers responsible for the respective
rentals.

Sport Development and Events

Some of the highlights of sport hosting and events held at the Oval during Q3 included the following:
the Baden Cup Volleyball BC U14 Tournament, Tournament of Champions Hockey, Play4Life Hockey,
Volleyball National Team Challenge Cup, BC Sport Rep Association Trade Show, West Coast
Basketball Classic, Brazilian Jiu Jitsu Challenge, World Cup Field Painting Competition, the Rehab
Equipment Expo, The National Strength & Conditioning Association’s Northwest Regional
Conference, Fencing Canada Cup West, and an Urban Rec Volleyball Tournament.

Some of the events secured in Q3 included: Canadian Wheelchair Basketball League (2015), Fencing
BC Provincials (2016), Hockey Canada designated Pre-Stage tocation for National Women'’s ice
Hockey teams prior to IIHF World Women's Hockey Championship — Finland, Czech Republic,
Switzerland {2016), Wheelchair Rugby Vancouver Invitational {2016), Judo Pacific International
(2016), West Coast Winter Challenge (2015), BC Hockey U16 Pre-Stage Camp (2015), Team BC
Female Ice Hockey Preparation Camp (2015), Volleyball BC 17U/18U Boys and Girls Provincials
{2016), Masters Swimming Provincial Championship (2016 } and the BC Age Class Wrestling
Championships (2016). ’

High Performance Training continues to service athletes ranging from the community through to the
national level, Training sessions were delivered to the Table Tennis Canada, Volleyball Canada, Speed
Skating Canada, Field Hockey Canada, Sail Canada, Canadian Wheelchair Sports Association,
Canadian Blind Sports Association, Cycling Canada, BC Wheelchair Sports Association, Volleyball BC,
Cycling BC, BC Hockey, Swim BC, SkateCanada British Columbia\Yukon, Field Hockey BC, Skiing BC,
Fusion Football Club, Vancouver Futsol Association , Vancouver Pacific Wave (Synchro), Winskill
Dolphins Swim Club, Vancouver icemen, Steveston Selects, Vancouver Warriors Hockey, Vancouver
Ringette Association, and Thunderbird Rowing. Two new high performance programs also launched
at the Oval in Q3, including: the BC Speed Skating Association Academy (on-ice technical coaching
combined with off-ice integrated services) and the UBC Thunderbird Rowing program.

Oval trained athlete successes in Q3 2015 included:

e Eight medals won by Oval Trained athletes at the 2015 Pan Am Games.

e 3 Oval Trained hockey players named to the national Women'’s U18 and Development
Hockey teams: lvana Bilic, Amy Potomak and Sarah Potomak.

e The Canadian Wheelchair Rugby and Men’s Field Hockey teams qualified for the 2016
Olympic Games in Rio. “

Page2 of 5
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Governance
Meetings of the Corporation’s Audit & Finance Committee, Business and Budget Planning
Committee and the Board took place during Q3.

Financial

Q3 was a successful quarter for the Corporation. The Q3 results were budgeted at a net loss before
transfers to reserves/provisions of $114,000 and the actual results show income of $222,000,
indicating a favorable variance of $336,000 (please see page 4 for the Corporation’s balance sheet as
of September 30, 2015 and page 5 for the statement of operations). In Q3, $1,069,000 was allocated
to the reserves/provisions.

Comments on the Financial Results for Q3

Revenues

The Q3 portion of the 2015 Games Operating Trust Fund (“GOT") distribution of $657,000 was
recoghized as revenue. Memberships, admissions and programs revenue of $1,919,000 had a
favorable variance of $48,000 (3%) when compared to budget. Other Revenue of $417,000
pertained to sponsorship, space leasing, parking, and interest revenue.

Expenses '
Memberships, admissions and program services costs for Q3 2015 were $1,372,000 which is $80,000
(6%) favorable to budget. Facility Operations costs for Q3 were $1,053,000 which was $36,000 (3%)
favorable to budget. Marketing expenses for Q3 were $181,000 which was $153,000 favorable to
budget primarily due to timing of projected marketing expenses pertaining to the new initiatives
which will increase in the fourth quarter of the year as the Richmond Olympic Experience officially
opens. The contribution to capital expense of $278,000 for Q3 pertains to the Oval Corporation’s
contribution to the retail store. The Oval Corporation contributed capital reserve funding to
complete the retail store which is a City asset. Administration and Finance expenses for Q3 were
$697,000 being $182,000 (21%) favorable to budget primarily due to savmgs in the contingency
budget, professional fees, and other admin related expenses.

KICK DUSan], LPA, LA
Controller, Richmond Olympic Oval Corporation

cc Shana Turner
Director, Finance and Corporate Services, Richmond Olympic Oval Corporation

Page 3 0of5
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RICHMOND OLYMPIC OVAL CORPORATION

Balance sheet
As at September 30, 2015
Unaudited, prepared by management

Sept 30, 2015

ASSETS

Financial Assets

Cash $ 1,829,816
Investments 9,614,089
Accounts receivable 614,567
12,058,473
Financial Liabilities
Accounts payable and accrued liabilities 3,365,830
Deferred revenue ' 7,277,652
Renta!l depasits 9,263
10,652,744
Net financial assets 1,405,729
Non-Financial Assets
Tangible capital assets 10,388,887
Deferred lease costs 134,124
Inventory 87,060
Prepaid expenses and other deposits 1,419,000
12,029,073
Accumulated Surplus (Note 1) $ 13,434,801

Note 1 - Breakdown of accumulated surplus account is as follows:
Investment in capital assets 10,388,887
Reserves/Provisions 1,244,319
Common Shares 1
Surplus 1,801,595
13,434,801

Pagedof 5

FIN - 67



G jogaded

-Butpunol 03 anp 3o 3q Aew siaquinN

"Juswaaife Bunjelado syl ypm 8oUepIodIE Ul 3313 ILHLO) SYIoM [edide)
9U3 Aq pua JeaA |un pazijeul) 30U S.1e pue JoLenb o3 Jalenb wolj AieA SaAIasal e3ided 01 sI9jsuBt} Ay SUOISIACI/SIAIBSDI OJU} pauIB)suel) SeM 000'690°TS ‘€0 Ul -Z 910N

nasse Ay e

S1UIIYM 10)s jie3aL 2Y3 33ajdwod o3 Buipung aA1asau jeded paniwwod ucliesodio] [eAQ YL "3.03s [fe1al ay) 0} UolNgUILO jeyided s jeAQ 3y} 01 suelad JUnowe siyj - T 330N

SL5T8 0TZTsTT 52T L£9'67 S8E°ST 066181 (oz6'tss)  (esr'wv)  (61'682) suoisiaold /soAISal 0F SI8)SURLY JOYR JoN
000002 S9E'T86 S9'180'T  S9€'909'T  000'SZS TAN43 88/'c68 88£'990'T 000°SLT (z 910N) SuOISIN0Id/SaNIBSAU 0} SIRJSURS|
SLS'T8L SLS'EETT 919'S0T'T  T00'9S9'T  S8E'DSS 1608 £18'seg 919'Tzz . (L6T'YIT)  suoisiacad /saalasal 03 siaysuely 210jaq (SSo|) auoouy
ST0'620°vT ¢ LEE'0ET'R %9 $EQ'T19 yb6'99L'6  BLL'S/E'0T | 672'986'C %S €942 S0S'785'c  69T'bSL'E .
TESeyE’e | 695'%89'T %91 y0E' 1T SSEZIT'T  659'€CS'T 7} ¥51'96S %IT 972'281 87€'L69  §55'6/8 Soueuld fuipy
- - %0  (gr0'0%E)  8w0'09E - - w0 (6w ue'ue - (7 =j0N) fexded 03 uoanqLaucs
1b6'686 4 199'85T %0b 979562 9'6p 8re'seL 69%vL %9 165257 £50'18T  8Y9'EEE Bunaxseny
SVE'LEE'Y 1 6EE'LSE'T %€ SY9'0TT 98p'evT’s  TETST'E o 66£'980°'T %E 6v9'SE 989'760'T  S££880T suopesado Ayjey
061'85€’s - 89/'6TC'E %b 95Z'bST £8E'TIL’E  0p9'S98's I LoT'ogTT %9 892’08 EIV'TLE'T  TEL'TSH'T Se0iA1s Weuboud pue ‘suoissiupe ‘sdiysiaqualy
sASNadX
885°078'pT | T16'€9Z°0T %5 £8/'c6¥ Sbe'Zeh'TT  E9T'626'0T o Zbe'S6H'E %t 650691 121'e08'  2L00v9°E
9¥9'GeS'T | £€6'900°T %lZ ST6'L0E 099'6S¥'T  GEL'ISTT & ze0sze %6 0Sb'EE AT A TR TS 3yo
Te'ses’t 1 594'09T'S % pbg'c0t 9%6'92L's  €59'729'S 1 v20'¥8L'T %E §85'tYy 618'816'T  SETTL8T swei50.d pue suoissiwpe ‘sdiysequialy
00£'6ET°E ¢ 00£'S0V'T %0 - SLL'6Ty't  SLL'6TY'T ) 006108 %0 - §T6'608 76608 {402) puowydry Jo AYD Wioly LORNGLIUED
000'00€' = $15'089'1 %S 57028 ST0°208'T  000'SZL'T 1 98£'08S %1 ¥10'28 b10°259  000'5.S pung 3sn4) BugeJsado sawed 010z
, SANNIATY
135an9 Ty (aeun)/Aed (Aepun)/Ael DY 13d9ang TV (Aepnj/Aed (Agjun) /Al DY 1HaNd
ST0Z HTOT ‘0f 1dos @ouBLIBA G, SdUBLIRA § SToz'ogades 1 pIOZ  9OUBMEBAUR OdUBMEAS ST0Z
i pepuR QLA papua QLA €u1d

mmzu

juawabeuew Aq pasedasd ‘paypneun
ST0T ‘0f 19qwaldas papus Jayenb ay3 oy
suojjesadg jo swajels

NOLLYHOJUOD TVAD DIdWATO GNOWHIIY

FIN - 68




Zyim Richmond
:ﬁ Public Library

Report to Committee

To: Finance Committee Date: December 2, 2015
From: Greg Buss
Chief Librarian and Secretary to the Board
Richmond Public Library
Re: 2016 Operating and Capital Budgets for Richmond Public Library
Staff Recommendation

That the 2016 Richmond Public Library Operating and Capital budgets as presented in this report
dated December 2, 2015 from the Chief Librarian and Secretary to the Board be approved with a
same level of service municipal contribution of $8,793,930.

Ocea [ ovnn

Greg Buss
Chief Librarian and Secretary to the Board
Richmond Public Library

FIN - 69



December 2, 2015 Report to Committee Page 2

Origin

In accordance with the BC Library Act, Section 10(1), the Richmond Public Library Board must
prepare and submit to City Council its 2016 budget for providing library services on or before
March 1, 2016. Council must approve the budget with or without amendment. This library staff
report details the 2016 Operating and Capital Budgets which were approved for submission to
the City by the Library Board at its November 25, 2015 meeting.

Analysis
2016 Outlook

The Library Board is well into the second year of its Strategic Plan for 2014—2018 and the
transformation of library services from a primarily print-based information service to a blend of
traditional and digital services continues on target. Last year’s additional one time funding to the
collection made a significant difference in being able to meet the demand for both print material
and an ever increasing demand for digital services. The library continues to struggle to achieve
an effective balance between traditional and digital services but major progress has been made in
the areas of collection development and programming.

Revenue based on the circulation of physical material continues to decline. The library will be
instituting new loan policies in 2016 designed to provide better access to the collection while
also increasing fine collection and printing charges to increase revenues.

Other components of the strategic plan are also moving ahead. Approval has been received for
the library’s Canada 150 Infrastructure Grant proposal to permanently establish 7he Launchpad
space at Brighouse. This will result in a digital services area complete with up-to-date equipment
and training and workshop spaces that will greatly enhance the library’s ability to deliver digital
services and training. The library will be matching the $65,000 received from the federal
government with funds from its operating surplus. Other major initiatives for 2016 will focus on
library programming to better meet community needs and to do so in conjunction with the
establishment of a community volunteer program that will bring new expertise and energy to the
library. This will ensure that information is not only being delivered and shared in print and
digital formats, but also that there is a renewed commitment to people-to-people interactions
involving all aspects of the community.

2016 Operating Budget

Revenues from provincial grants are expected to hold firm at slightly over $400,000 while
revenues generated by the library through print circulation will continue to decline. This is
shown by the $61,400 decrease in revenue from non-resident borrowing through neighbouring
InterLINK libraries. Book fines are expected to see a modest one-time increase as the fine
threshold for putting a stop on borrowing is lowered from $10.00 to $5.00. Overall revenue is
showing a decline of $34,900 (-4.19%). This is a marked improvement over the previous year’s
decline of $87,300 (-9.49%)).
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December 2, 2015 Report to Committee Page 3

On the expenditure side, salaries and benefits are increasing by $171,330 due to step increments
for existing staff and an allowance for anticipated contract salary increases. The library’s current
collective agreement expires at the end of 2015.

Contracts are increasing by $68,000 due to the annual subscription fee for the very recently
installed circulation and online catalogue computer system upgrade which included a one-time
migration fee of $32,000. Savings were made in other areas (such as telephones $26,000;
cancellation of computer services that duplicated the new functionality provided by the upgrade
$20,000; and an $11,000 decrease in InterLINK fees) to cover most of this increase.

2015 Approved | 2016 Budget as Difference % Difference
Budget Submitted

REVENUES
Provincial Grants $ 409,700 $ 406,600 $ (3,100) -0.76%
Book Fines 202,500 219,500 17,000 8.40%
Interlink reimbursement 146,000 84,600 (61,400) -42.05%
Printers and photocopiers 34,600 41,600 7,000 20.23%
In House Book Sales 28,900 28,900 0 0.00%
Other Revenue 10,500 16,100 5,600 53.33%
Total Revenues After Recoveries 832,200 797,360 (34,900) -4.19%
EXPENDITURES
Total Salaries and Benefits 6,914,000 7,085,330 171,330 2.48%
Contracts 400,200 468,200 68,000 16.99%
General and Administration 348,400 320,900 (27,500) -7.89%
Leases 239,900 240,100 200 0.08%
Utilities 140,400 140,400 0 0.00%
Supplies 111,400 114,000 2,600 2.33%
Equipment Purchases 36,500 40,200 3,700 10.14%
Professional Fees and Insurance 20,600 20,600 0 0.00%
Total Operating Expenses 1,297,400 1,344,400 47,000 3.62%
Transfer to Provision -- Collections 1,161,500 1,161,500 0 0.00%
TOTAL EXPENSES 9,372,900 9,591,230 218,330 2.33%
SUMMARY:
REVENUE $ 832,200 $ 797,300 $ (34,900) -4.19%
EXPENDITURE (9,372,900) (9,591,230) (218,330) 2.33%
NET BUDGET (8,540,700) (8,793,930) (253,230) 2.96%
(MUNICIPAL CONTRIBUTION)
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2016 Capital Budget

Collection

The library’s same level of service capital budget for 2016 is $1,161,500, shown under
Expenditures — Transfer to Provision — Collections. This is the amount of money the library
spends on the acquisition, cataloguing and processing of collection materials including books,
videos and e-books.

Additional Level Request for Library Collection Materials

The Library Board is requesting an ongoing $200,000 increase to the collection budget in order
to maintain the strength of the print collection and to continue the development of the digital
collection. Last year’s additional funding was instrumental in acquiring new titles for the e-book
collection and to increase the number of titles in the collection. On the print side, major refreshes
were done to the collection in Steveston, Ironwood and the children’s area of Brighouse. This
level of spending is required annually in order to upgrade and maintain the collection.

A significant factor affecting the collection is the falling Canadian dollar. The vast majority of
material is published and distributed through the US and we can expect to see the purchasing
power of our collection dollars rise and fall with the Canadian dollar.

Recommendations regarding this request will be presented in the City’s 2016 Operating Budget
city staff report for Council’s consideration.

Financial Impact

The 2016 library budget has a decrease in revenues of $34,900 (-4.19%) and an increase in
expenditures of $218,330 (2.33%). The overall increase in municipal contribution to maintain the
same level of service budget is $253,230, a 2.96% increase.

Conclusion

This report recommends a same level of service budget with a municipal contribution of
$8,793,930 be approved.

SN

Greg Buss, Chi€f Librarian
and Secretary to the Board
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» City of Report to Committee
'. Richmond

To: Finance Committee Date: November 30, 2015

From: Jerry Chong, CPA, CA File:  03-0970-01/2015-Vol
Director, Finance 01

Re: 2016 Capital Budget

Staff Recommendation

That the 2016 Capital Budget totalling $104.1M be approved and staff authorized to commence the 2016
Capital Projects. 4

Jerry Chong, CPA, CA
Director, Finance
(604-276-4064)

Att. 7

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

A ——

REVIEWED BY SMT INITIALS:

y

AF
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4.
Staff Report

Origin

Subsection 165(1) of the Community Charter requires the City to adopt a Five-Year Financial
Plan (5YFP) Bylaw on or before May 15th of each year. The SYFP Bylaw includes operating,
utility and capital budgets for the current year (2016) and provides estimates for the remaining
years of the five-year program. The SYFP (2016-2020) Bylaw provides the City with the
authority to proceed with spending as outlined in the Bylaw. The 5YFP must be balanced and
therefore includes proposed funding sources.

The 5YFP provides authorization for the use of certain funding sources such as Development
Cost Charges (DCCs) and Statutory Reserves. The SYFP will be prepared once Council has
approved each of the 2016 components.

The Capital Budget (the “budget”) is one of the main components in preparing the SYFP. The
budget includes all expenditures that improve, replace and extend the useful life of the City’s
asset inventory, which has a net book value greater than $1.9 billion. The Capital budget allows
the City to sustain existing civic infrastructure, while also adding new assets and services to
serve the growing community.

The Long Term Financial Management Strategy (LTFMS) is a set of principles created by
Council to guide the financial planning process. It is Council policy and a key component of the
LTFMS to ensure that sufficient long term capital funding for infrastructure replacement and
renewal is in place in order to maintain community viability and generate economic
development:

Analysis

This report presents the proposed 2016 Capital Budget and seeks Council review and approval
on 2016 recommended projects and the operating expenditures associated with each respective
project. The proposed Capital Budget for 2016 is $104.1 million.

The City’s capital budget ensures appropriate planning for required projects and their related
funding to demonstrate the complete impact of major multi-year projects. Capital requirements
are driven by many factors including growth, maintenance of current ageing infrastructure and
ensuring that the City is consistently meeting industry standards as well as legislated and
regulatory requirements.

The City continues to see sustained population and economic growth. Significant additional
growth is projected through 2041 under the Official Community Plan. This new growth requires
expansion of City infrastructure in order to maintain the high level of civic services expected by
new and current residents. As the City continues to mature, existing infrastructure is nearing the
end of its lifespan and/or capacity. Continuous, ongoing investment in replacement and
maintenance of ageing infrastructure is required to maintain service levels and protect civic
assets. Capital investment allows the City to take advantage of new technology and building
practices to improve operational efficiency and accrue environmental benefits from use of more
sustainable building practices and equipment. Finally, the Capital budget also includes internal
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transfers and debt repayment to replenish reserve accounts used to provide interim funding for
various projects.

2016 Capital Process

Each division sets priorities specific to their area of expertise. A project submission is completed
detailing the scope of work, review of alternatives, financial impact, and proposed funding
source. In addition, the submission is self-ranked using established criteria summarized in
Appendix 1. The process behind the 2016-2020 Capital Budget is illustrated in Appendix 2.

The Capital Review Committee which is comprised of Directors/Senior Managers from each
City division reviewed and ranked each project submission. To ensure consistent application of
the established ranking criteria, the Capital Review Committee determines the final ranking for
cach submission giving consideration to strategic and master plans, policies and Council
priorities.

The ranked projects are consolidated and the projects are recommended based on funding
availability. Project funding recommendations are then reviewed by the Senior Management
Team (SMT) and the CAO and the final recommendation is consolidated to form the 2016
Capital Budget presented to Finance Committee for review and approval.

Finance Committee Input

At the Committee’s discretion, any Capital project recommended for funding may be removed
from the recommended list. Appendix 3 provides a list of the recommended projects. In addition,
any Capital project that is not recommended for funding may be reconsidered. Appendix 4
provides a list of those projects not recommended for funding.

For information purposes, Appendix 5 summarizes the projects recommended for funding from
the Revolving Fund.

For 2016, the capital budget includes $21.2M for Strategic Land Acquisition, which
approximates the average of $19.6M for the years 2012 to 2015. This is to position the City for
acquisitions to meet the Council Approved Strategic Real Estate Investment Plan.

The 2016 Building Program has been scaled down as the City is implementing Phase 1 of the
Major Facilities Replacement Plan that includes building a new Minoru Complex (Aquatics and
Older Adult Centre) and No. 1 Brighouse Fire Hall, as well as the recently-opened City Centre
Community Centre. The City is in the process of planning for Phase 2 of the Major Facilities
Replacement Plan. Significant investment is expected and the Capital Plan will be amended once
finalized.

The 2016 recommended capital projects by program are summarized in Figure 1.
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Replacement 2016 Capital Costs

The Replacement costs total $30.6M (30%) of the 2016 Capital Budget, which includes:

» Drainage replacement — No. 7 Road South Drainage Pump Station Upgrade — $4.5M
(page 50) and Dike Upgrades $0.8M (page 44)
Water Main replacement — Spires Area Water, Sanitary and Drainage Upgrade — $4.5M
(page 54) City Centre
Lulu Island West Area — $4.0M (page 56)
Sanitary Sewer replacement — City Centre Sanitary Sewer Rehabilitation and Granville
Avenue Infrastructure Upgrade — $2.1M (page 58 and 60)
Annual repaving program — $3.5M (page 22-23)
Equipment Program — Annual Fleet Replacement and Fire Vehicle Replacement Reserve
Purchases — $3.2M (page 105 and 108)
Building Program — Garratt Wellness Centre — $0.5M (page 79)
Parks Program — Richmond High Artificial Turf Replacement - $0.6M (page 87)

YV VYV VY V

Internal Transfers and Debt Repayment

Internal Transfer and Debt Repayment total $11.7M (11%) of the 2016 Capital Budget includes:
» Transfer of funding from Revolving Fund to Watermain Replacement — $6.0M (page
128)
» General Parkland Acquisition Repayment — $2.0M (page 124)
» River Road/North Loop (2005) Repayment — $1.7M (page 126)
» West Cambie Parkland Acquisition Repayment — $1.6M (page 129)

The details of each recommended project is attached in Appendix 6.

2016 Capital Budget Funding Sources
The 2016 capital budget uses a variety of funding sources which include:

e Development Cost Charges (DCCs) — These contributions are made through development
and are used for growth related projects.

e External Sources — These include grants awarded from Provincial and Federal
Governments, developer contributions (other than DCCs) and other non-City related
sources.

e Reserves — These are funds established by bylaws for specific purposes and are funded
primarily by budgeted contributions from the Operating and Utility Budgets and
developer contributions plus interest earned on fund balances.

e Surplus — These refer to appropriated surplus (provisions).

The funding of the recommended projects has been allocated while maintaining the long-term
strategy of building reserve balances to fund future infrastructure replacement and
improvements. Generally, projects are funded up to the annual amount transferred into each
available reserve.

The funding sources of the 2016 recommended projects are summarized in Table 1.
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Draft 2016-2020 Capital Budget

Figure 3 shows the estimates for the remaining years of the 5 Year Capital Plan, which proposes
to continue to invest an average of $101M each year in the City’s assets. The estimates do not
include the next phase of the Major Facilities Replacement Plan.

| Figure 3 — Draft 5 Year Capital Plan 2016 to 2020

Capital Plan by Program
2016 to 2020
QB0 oemm s o e S S S

Affordable Housing Project
140 -

‘ublic Art

3uilding Program

100 -
s Equipment Program
:'-:-‘E 80 i - e e e e
= :
w : internal Transfers/Debt
60 - - - . Payment

Parks Program
40
.and Program

nfrastructure Program

2016 2017 2018 2019 2020

The year 2017 proposed capital budget includes Strategic [.and Acquisition of $42M.

Details of the 2017-2020 Capital Budgets will be presented as part of the 2016-2020 5YFP
Report.

2016 Operating Budget Impact

Upon completion of capital projects, new assets are added to the City’s inventory. There are
costs associated with maintaining these new assets, for example a new building will require
staffing, janitorial services, gas and hydro utility costs. A new park will include annual
maintenance and labour costs. This ongoing maintenance cost is the Operating Budget Impact
(OBI) associated with the new asset which is added to the operating budget.

OBIs were reviewed by the Capital Review Committee as part of the Capital submission review
process. The total OBI relating to the 2016 recommended projects is $545K. $138K of the OBI
is associated with water and sewer utility projects and if the respective projects are approved,
these will be incorporated into the 2017 utility budget. The remaining $407K will be added to
the operating budget if the associated projects are approved. To minimize the budget impact, an
OBI phase in plan is adopted each year. For the recommended 2016 Capital Program, the OBI is
proposed to be phased in over two years. ’

Table 2 presents a summary of the recommended Capital Budget and associated OBI by
program.
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2016 Summary of Capital Projects - RECOMMENDED Appendix 3
Koads
Accessible Pedestrian Signal Program D/R 250,000 17,710 20
Active Transportation Improvement Program D/R 320,000 9,592 21
Annual Asphalt Re-Paving Program - MRN E 914,000 - 22
Annual Asphalt Re-Paving Program - Non-MRN A 2,610,000 - 23
Arterial Roadway Improvement Program D/R 300,000 16,955 24
Donald Road - Local Area Service Program R 1,011,000 9,183 25
Dyke Road Fraserwood Road Widening and Trail Connection D/R 1,000,000 - 26
Functional and Preliminary Design (Transportation) D/R 25,000 - 27
Granville Avenue Lighting Upgrade R 140,000 - 28
LED Street Light Replacement Plan R 375,000 - 29
Neighbourhood Walkway Program D/R 250,000 12,287 30
No. 2 Road Widening, Steveston Highway to Dyke Road D/E/R 7,300,000 34,321 31
Root Damaged Surfaces R 460,000 - 32
Shell Road Walkway R 621,000 5,876 33
Sidaway Road Street Lighting R 250,000 17,625 34
Special Crosswalk Program D/R 350,000 17,680 35
Street Light Pole Replacement - Seafair & Richmond Gardens.- Phase2 R 120,000 - 36
Traffic Calming Program D/R 100,000 10,882 37
Traffic Signal Program D/R 600,000 25,480 38
Transit-Related Amenity Improvement Program E/D/R 250,000 6,917 39
Transit-Related Roadway Improvement Program E/D/R 200,000 6,807 40
Total Roads $17,446,000 $191,315
Drainage
Aquatic Invasive Species Management R 175,000 - 42
Development Coordinated Works in Capital R 200,000 - 43
Dike Upgrades R 750,000 - 44
Drainage System and Irrigation Upgrades - South Sidaway Area Phase2 R 450,000 1,250 45
Gilley and Westminster Hwy Culvert Replacement R 1,250,000 1,570 46
Laneway Drainage - Dennis Crescent (West) R 245,000 3,344 47
Laneway Drainage - Swinton Cr (East) R 240,000 3,298 48
No. 4 Road Box Culvert Section Replacement R 630,000 - 49
No. 7 Road South Drainage Pump Station Upgrade R 4,500,000 10,465 50
Total Drainage $8,440,000 $19,927
Watermain Replacement
Development Coordinated Works in Capital R 250,000 - 52
Residential Water Metering AR 1,920,000 96,250 53
Spires Area Water, Sanitary, and Drainage Upgrade R/D/E 4,500,000 2,493 54
Watermain Installation - Lulu Island East Area R 370,000 6,250 55
Watermain Replacement - Lulu Island West Area R/D 4,040,000 - 56
Total Watermain Replacement $11,080,000 $104,993

Legend: A=Appropriated Surplus; D=Development Cost Charges;, E=External Sources, R=Reserves;
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Details of Recommended Projects by Program Appendix 6

The City’s Infrastructure Program assets include: road, drainage and sanitary pump stations, drainage, water, and
sanitary mains.
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6

The building program includes major building construction and renovation projects as well as minor facility upgrades and
repairs. The City’s building assets include: arenas, pools, community centres, libraries, heritage buildings, police stations,
fire halls and other government facilities.
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Details of Recommended Projects by Program Appendix 6

Richmond is renowned for its high quality parks and recreation facilities. The City's park system has over 120 parks that
total approximately 1,700 acres. Parks are unique places designed and developed for the enjoyment of all city residents
as well as visitors to Richmond. These sites usually contain a wide.variety of recreational and sports facilities, play
equipment and other specialized facilities. In addition to parks, Richmond has 50 kilometers of recreational trails.
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6

The Public Art Program is a self-sustaining project funded by private development contributions to the Public Art Reserve.
Council approved the updated policy (Policy 8703, adopted July 27, 2010) and the Program is supported by a Council
appointed Public Art Advisory Committee. The Public Art Program also supports the initiatives expressed in the
Richmond Art Strategy 2012-2017, which was presented to and supported by Council in September 2012. The above
proposal assists in its annual implementation, which is hecessary to its success. Private sector, private donations and
community contributions are successfully sought and received.

The public art program contributes to the Council Term Goals for 2014-2018, for a vibrant, active and connected city
through a commitment to strong urban design, investment in public art and place making.
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Details of Recommended Projects by Program Appendix 6

The land acquisition program relates to the acquisition and disposition of real property for the City, as approved by
Council.
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Details of Recommended Projects by Program Appendix 6

Affordable Housing is responsible for coordinating the implementation of the Richmond Affordable Housing Strategy — a
Strategy that was adopted in 2007 which contains recommendations, policies, directions, priorities, definitions and annual
targets for affordable housing in the city. The City is working with other levels of government, the non-profit sector, the
private sector, local groups and the community in pursuit of the Strategy's goals.
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6
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Details of Recommended Projects by Program Appendix 6

The equipment program includes machinery and vehicles for Public Works and Fire Rescue Services, computer
hardware, software, library collections, and other miscellaneous equipment.
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Details of Recommended Projects by Program Appendix 6

To address child care needs, the City plans the development of and partners with organizations to support a range of
quality and affordable child care facilities.
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Details of Recommended Projects by Program Appendix 6

The internal transfers/debt program relates to the use of capital funding for repayment of capital funds borrowed from
other internal sources of funding.
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Details of Unfunded Projects by Program Appendix 7

Due to funding constraints and higher priority projects, the following building projects are not recommended for funding.
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Details of Unfunded Projects by Program Appendix 7

Due to funding constraints and higher priority projects, the following equipment projects are not recommended for funding.

Table of Contents

Emergency Supply Cabinets ProjECt...... .o 135
Emergency Supplies ContaiNer PrOJECT. .. ... 136
Meeting Room Evergreen & Media Distribution Network Phase | 137

4761439 FIN - 206 Page 134



FIN - 207



FIN - 208



FIN - 209



City of

§7 . Report to Committee
¢ Richmond P

To: Finance Committee Date: November 26, 2015

From: Jerry Chong, CPA, CA File:  03-0970-01/2015-Vol
Director, Finance 01

Re: 2016 Proposed Operating Budget

Staff Recommendation

That:
1. The 2016 Operating Budget presented in the staff report dated November 26, 2015 from the
Director, Finance with a total tax increase of 2.06% be approved.

2. Ongoing additional levels in the amount of $209,653 with a tax impact of 0.11% as
presented in Attachment 9 of the report titled 2016 Proposed Operating Budget from the
Director, Finance be approved.

3. A tax increase of 1.00% for infrastructure replacement needs as per Council’s Long Term
Financial Management Strategy, be approved.

Jerry Chong, CPA, CA
Director, Finance
(604-276-4064)

Att. 11

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

A

-

CONCURRENCE OF SMT INITIALS:

i
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November 26, 2015 -3-
Staff Report
Origin

Subsection 165(1) of the Community Charter requires the City to adopt a 5-Year Financial Plan
(5YFP) Bylaw on or before May 15th of each year. The 2016 Operating Budget forms the basis
of the City’s S5YFP. Under the Community Charter, the City is prohibited from incurring any
expenditure unless the expenditures have been included for that year in its financial plan, and the
City is required to provide a balanced budget, with no projection of a deficit.

The proposed 2016 Operating Budget (“Budget™) applies the principles of Council’s Long Term
Financial Management Strategy (LTFMS) (Policy 3707) (Attachment 1), which was originally
adopted in 2003, “Tax increases will be at Vancouver CPI rate (to maintain current programs
and maintain existing infrastructure at the same level of service) plus 1% towards infrastructure
replacement needs.”

This report supports Council’s 2014-2018 Term Goal #7 Strong Financial Stewardship:

7.1.  Relevant and effective budget processes and policies.

7.2.  Well-informed and sustainable financial decision making.

7.3.  Transparent financial decisions that are appropriately communicated to the public.
Council’s 2014-2018 Term Goals are summarized in Attachment 1.

At the Finance Committee meeting held on July 6, 2015, the following recommendation was
approved:

That the service levels as presented in Attachment 2 of the staff report titled “2016-2020
Budget Process” dated June 15, 2015 from the Director, Finance be approved as the
base for the 2016 budget.

The types of programs and services delivered by each division have been categorized as Core,
Traditional or Discretionary as presented in Attachment 2.

Analysis

Budget Process

The proposed 2016 budget presents a same level of service budget, with only non-discretionary
increases that can be clearly identified and supported. Enhanced or new levels of service are
identified separately as ongoing additional expenditure requests by the respective divisions for
Council’s consideration. Refer to Attachment 3 for the 2016 Budget Cycle.

Staff will revise the proposed 2016 budget as directed by Council and prepare the SYFP for
presentation in February 2016. A public consultation will follow and will include the roll-out of
a new online interactive tool.
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Environmental Scan

Economic Outlook

Richmond housing starts have maintained a steady 11% proportion of Metro Vancouver starts
since 2009, with this indicator growing to 12% in the last three years. The construction value of
Richmond’s total building permits issued year to date is $877 million, which has broken the all-
time record set in 2010 of $812 million.

Refer to Attachment 4 for further information on the Economic Outlook.
Taxation

Richmond has the 5™ lowest property taxes out of 21 municipalities in Metro Vancouver at
$1,520 for an average residential property assessed at $695,132. This is based on the municipal
portion only that City Council has control over, which is approximately half of the property tax
billing. The rest pertains to Translink, School Board, Metro Vancouver and Municipal Finance
Authority. Within the comparator group (i.e. top five municipalities based on population),
Richmond continues to have the 2™ lowest municipal tax for the average residential assessment.
Refer to Attachment 5 for a comparison of all Metro Vancouver municipalities.

Richmond is ranked 8th out of the 21 Metro Vancouver municipalities with regards to the
business to residential tax ratio position of 3.17 amongst the Metro Vancouver municipalities. In
other words, if a property was assessed at $1000, the business property owner paid $3.17 while
the residential owner paid $1.00. Richmond remains 2™ lowest in business to residential tax
ratio when compared to its comparator group.

Overall, Richmond residential properties are highly sought after. When comparing with our
comparator group, a single tamily detached home in Richmond has an average 2015 assessed
value of $1.01M, second to Vancouver with an average assessed value of $1.53M. Richmond
property values are consistently high and property taxes low; therefore, Richmond residential
properties are better investments.

Long Term Financial Management Strategy (LTFMS)

On March 23, 2015 Council approved a new Casino funding allocation model which takes effect
starting with the 2016 budget. Policy 3707 item 2 was amended as follows:

Gaming revenues are designated for the capital reserves, the major capital community
facility replacement program, the grants program, the Council initiatives account, and

towards the cost of policing relating to gaming activities.

Table 1 summarizes the allocation of gaming revenue in comparison to the 2015 allocation.
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November 26, 2015 -8-

Budget Challenges

In addition to the already complex nature of municipal operations, which includes operation of
fire halls, maintenance of roads, watermains, pump stations, storm and sanitary sewers, traffic
lights, parks, arenas, pools, libraries and community centres, Richmond has additional
complexities with the dyking system that is unique to our island city.

Funding is required for construction of the Phase 2 Major Facilities plan as well as the tax impact
from the associated OBI.

Based on recent information received, there is a need for increased officers for Richmond,
regardless of the policing model that is chosen going forward (RCMP or Independent Municipal
Police Force).

In addition, downloading of services previously provided by senior levels of government such as
affordable housing and child care has left the municipality to meet the needs of the community.

To address some of these challenges, the City undergoes a continuous review of its programs and
services in order to identify further service improvements and cost reductions. Staff continually
look for efficiencies and innovative ways to deliver services that would streamline business
processes, contain costs and leverage the increased use of technology.

Organization Profile

The City’s six corporate divisions include:
- Law and Community Safety
- Community Services
- Engineering and Public Works
- Finance and Corporate Services
- Corporate Administration
- Planning and Development

Refer to Attachment 7 for the Municipal Breakdown of $1.

Operating Budget

Table 4 presents the same level of service budget before OBI and ongoing additional levels of
service, before new tax growth. Attachment 8 includes further details on each Division’s same
level of service budget.
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BU Hyaro Kate lncrease $201
E-Comm 9-1-1 144
Integrated Teams and Real Time Intelligence Centre 132
DNA Analysis Services 116
Employment Insurance Premiums 100
Medical Services Premium Increase 60
Canada Pension Plan Preminms n
Tax Growth

New tax growth is based on “non-market change” figures provided by BC Assessment Authority.
Non-market change is the term BC Assessment uses for changes to the municipal roll value that
is not a result of market conditions. Non-market change could include: changes in assessment
class, exempt properties that become taxable in the following year or taxable properties that
become exempt in the following year and developments under construction. With respect to
developments under construction, assessors at BC Assessment Authority determine the value of
all new developments under construction by the percentage of completion as of November 30th
each calendar year. Increases in a property’s market value are not included in the non-market
change figure. Therefore the development applications received during the year should have no
impact on new growth for the coming year as actual construction on the property would not have
taken place. The reported project value of the development may take up to three years to be fully
reflected in the municipality’s assessment roll.

New tax growth for 2016 is estimated at $2.28M.

Additional Levels of Services

2016 OBI Related to 2016 Capital Budget

The total OBI from the 2016 recommended Capital program is $544,647. Table 7 presents the
2016 OBI by Capital program. Of this amount $137,425 is associated with utility projects and
will be included in future utility budgets. The operating budget impact is $407,222. 2016 OBI
will be phased in over two years.
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» Kawaki Park OBI - South Dyke: $32,750

To cover the ongoing operation costs for the developer constructed new waterfront park.
The park is being constructed by ORIS development. In 2012, Oris Development
(Kawaki) Corp. (the Applicant) applied to the City for an OCP Amendment to the
London/Princess sub-Area Plan.

The total OBI related to these developer contributed assets is $32,750.

Table 8 summarizes the total Capital OBI for 2016 which is $890,563.

Tahla 8 _ (Canital NRT Sammawry fin S

rreviously Approved UBI IMajor Facilities Year 3 of / (dee Page 12 1or

explanation) $654
2016 OBI Year 1 of 2 (50% of $407k) (See Pages 11-12 for explanation) 204
2016 OBI of Previouslv Annroved Develoner Contributed Assets 27

Additional Level Expenditure Requests

The additional expenditure requests represent an increase to programs or levels of service and are
usually funded through increases to the tax rate. Attachment 9 shows the list of recommended
additional expenditure requests submitted by staff. For 2016, a total of $209,653 is recommended
by SMT.

The recommendation includes sustainable funding for Media Lab staffing, Agrologist contractor
funding to respond to increased soil issues and illegal dumping within the Agricultural Land
Reserve, and increased funding for Community arts, culture and heritage programs.

Ongoing additional levels with pending status (Attachment 10) relates to policing costs.
Regardless of the policing model chosen, based on recent information, additional officers are
required. The RCMP has requested 17 new officers which would be deployed within one year of
formalizing a request. In addition, the RCMP has requested 4 additional Municipal Employees
to support the detachment.

On average, the cost of an additional officer is $170,000 or a 0.09% tax impact. Table 9 presents
the RCMP request in multiple lines for illustration purposes that the City has discretion over the
number of new officers to approve. For example, if 9 new officers are approved, an additional
$1.5M of funding would be required, which would result in a tax impact of 0.80%.

Should the Committee choose to approve additional officers, there is an option to include the
resulting expenditure in the 2016 Budget; alternatively, since it may take up to one year to
deploy new officers, the Committee may approve the request now to be included as an increase
to the level of service in the 2017 Budget with resulting tax impacts.

FIN - 222

4821269




FIN - 223



November 26, 2015 -15-

Conclusion

Staff will prepare the 5-Year Financial Plan (2016-2020) in accordance with Council’s approval
of the 2016 Operating Budget.

Melissa Shiau, CPA, CA
Manager, Financial Planning and Analysis
(604-276-4231)

MS:gjn
Att. 1: Council Term Goals (2014-2018)

2: Types of Programs and Services

3: 2016 Budget Cycle

4: Economic Outlook

5: 2015 Average Property Tax per Dwelling

6: Long-Term Financial Management Strategy

7: Municipal Tax Dollar

8: Same Level of Service Budget Details

9: Ongoing Expenditure Requests - RECOMMENDED

10: Ongoing Expenditure Requests — PENDING

11: Ongoing Expenditure Requests - NOT RECOMMENDED
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Maintain emphasis on community safety to ensure Richmond continues to be a safe
community.

Continue the development and implementation of an excellent and accessible system of
programs, services, and public spaces that reflect Richmond’s demographics, rich heritage,
diverse needs, and unique opportunities, and that facilitate active, caring, and connected
communities.

Adhere to effective planning and growth management practices to maintain and enhance the
livability, sustainability and desirability of our City and its neighbourhoods, and to ensure the
results match the intentions of our policies and bylaws.

Continue advancement of the City’s sustainability framework and initiatives to improve the
short and long term livability of our City, and that maintain Richmond’s position as a leader
in sustainable programs, practices and innovations.

Continue development and utilization of collaborative approaches and partnerships with
intergovernmental and other agencies to help meet the needs of the Richmond community.

Continue diligence towards the development of infrastructure networks that are safe,
sustainable, and address the challenges associated with aging systems, population growth,
and environmental impact.

Maintain the City’s strong financial position through effective budget processes, the efficient
and effective use of financial resources, and the prudent leveraging of economic and financial
opportunities to increase current and long-term financial sustainability.

Review, develop and implement plans, policies, programs and practices to increase business
and visitor appeal and promote local economic growth and resiliency.

Continue to develop and provide programs and services that ensure the Richmond
community is well-informed and engaged on City business and decision making.
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Businesses contribute nearly half of the City’s property tax revenues and a healthy local
economy can afford families and individuals exceptional levels of municipal services. Richmond
is an open economy, subject to constantly changing global, regional and local economic trends.
As part of its budget planning process, the City examines the current economic context and
available forecasts to reduce exposure to short-term risks and advance long-term financial
sustainability.

(Note: unless explicitly referenced in the footnotes, the data source used in the commentary
below is the Conference Board of Canada report titled “Metropolitan Outlook Spring 2015” and
providing forecasts to 2019.)

With Richmond’s advantageous location for global trade, market conditions in the world’s major
economies have a vast impact on the local economy. Downside risks continue to dominate the
world economic outlook. Global GDP growth will slow down from 3.4% in 2014 to 3.1% in
2015', and grow by an average of 3.3% to 2019%. The growth of world trade volumes has
remained stagnant at around 3%, with the negative trade impact of slowing Chinese growth
outweighing the positive trade impact of the current US economic revival. Strong job growth,
rising income and pent-up consumer demand are sustaining the signs of upward momentum in
the US economy. Also, in an attempt to boost its slowing national economy, the Chinese Central
Bank devalued the renminbi by 1.9% in August — its biggest one-day drop in 20 years. Yet, the
forecast remains on the downside, with increasing concerns related to ongoing weakness in
global commodity prices, a strong US dollar and pending normalization of short-term and long-
term interest rates.

Canada has been vastly impacted by three key economic changes over the last 12 months and
these changes will continue to influence the economic forecasts for the next two years. The price
of crude oil has dropped in half and will remain low for the forecasting period. The US dollar has
appreciated against all major currencies, with the Canadian dollar currently at 0.77 US dollars
and expected to remain low in the next two years. In 2015, the Bank of Canada halved its
overnight rate for the first time in over three years, with the rate currently at 0.5% and expected
to hold at that level through 2016°.

The Canadian economy continues to contract as a result of depressed commodity prices and the
national growth forecast has been further downgraded to 1% in 2015 and 1.7% in 2016". The
national economy is expected to stabilize at 2.1% growth in the longer term to 2019. Nationwide
housing activity is expected to cool off and low wage growth and high levels of household debt
will hold back consumer spending. Business investment will remain weak with further
reductions in capital investment and job losses in the oil sector. The $1.9 billion federal surplus
posted in fiscal 2015 is likely to be erased due to softening revenues anticipated for fiscal 2016.
Furthermore, previously committed federal funding for infrastructure projects (such as the Build
Canada Fund) could have become uncertain under a new Federal government. Under the new

! International Monetary Fund World Economic Outlook Update (October 2015)
2 Conference Board of Canada Global Economic Outlook (February 2015)
® Scotiabank Global Forecast Update (September 30, 2015)
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Liberal government, new infrastructure spending may become available to municipalities across
Canada, in place of or in addition to prior infrastructure programs.

With a weaker Canadian dollar, trade is the only sector of the Canadian economy that is expected
to register growth, continuing redistribution of economic activity across provinces. As long as
the US economy maintains its current expansionary momentum, total exports are expected to rise
3.1% %n 2015 and 3.6% in 2016 (this is still down from the 5.4% export growth registered in
2014y,

Propelled by the US economic expansion, British Columbia’s economy will lead the nation,
growing by 3% in 2015, by 2.7% in 2016 and by 2.7% on average between 2017 and 2019.
Moderate employment growth of 0.7% is expected for 2015 and 1.7% average employment
growth from 2016 to 2019 will lead to further reductions in the province-wide unemployment
rate to under 5% in the longer term through to 2019. Stable employment growth, inflation rates
and wage gains will support both housing activity and consumer spending in the province over
the next few years. While British Columbia currently maintains a balanced budget, risks to the
provincial growth forecast are generated by further delays in the development of the liquefied
natural gas sector. As a result, fiscal restraint and continued downloading of services are
expected over the next few years.

Due to its reliance on exports and trade, the Metro Vancouver region is expected to lead
Canadian metropolitan regions in economic growth, particularly amidst forecasts for sustained
weakness in the Canadian dollar. Real GDP will reach 3.4% in 2015, advance to 3.5% in 2016
and 2017, and decelerate to an average of 2.8% through to 2019. Unemployment has dropped
from 6.8% in 2012 to 5.9% in 2014 and is projected to steadily drop in the next few years, to
4.7% in 2019. Manufacturing, wholesale and retail will register the highest growth in output and
employment, with continued strength in both the residential and non-residential construction
sectors.
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Housing starts in Metro Vancouver rose from a record low 8,300 in 2009 to top 19,000 units in
2014. Another 8.1% growth in housing starts to 20,800 is expected for 2015. Strength in the
regional economy and continued foreign investment will drive demand and starts are expected to
hold over the 20,000 per year through to 2019.
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As in all of Metro Vancouver, a large share of Richmond’s jobs (40%) are community-oriented,
representing jobs dependent on population growth. The remaining 60% of jobs are in sectors that
comprise Richmond’s economic base — sectors that drive the Richmond economy. Nearly 70% of
Richmond’s economic base jobs are in sectors linked to the City’s role as a people and goods
movement gateway, including transportation, warehousing and logistics, manufacturing,
wholesale and tourism — 23.1%, 18.5%, 14.5% and 11.5% of the economic base”.

Not only does Richmond have a regional advantage in those industries, due to the presence of the
port and airport, but also senior government policies focus on development of the Asia Pacific
Gateway to support growth in those sectors. Furthermore, the macroeconomic environment of
low oil prices, Canadian dollar and interest rates defines these sectors as major areas of
expansion in the next few years.

Richmond businesses in core economic sectors have performed well in the last few years, as
demonstrated by growth in key performance indicators, such as volume of cargo movement
through Port Metro Vancouver and Y VR, passenger movement through YVR, and local hotel
room nights. Meanwhile, a robust housing market has continued to drive residential development
in Richmond, rendering commercial lands not lucrative for development and exerting pressure
on Richmond’s employment lands inventory.

Richmond housing starts have maintained a steady 11% proportion of Metro Vancouver starts
since 2009, with this indicator growing to 12% in the last three years. At 1,551 for 2015 to date,
housing starts are on par with the 1,694 housing starts realized in 2014°. Population growth will
continue to drive housing demand and exert pressure on affordability.

The construction value of Richmond’s total building permits issued peaked at an extraordinary
$812 million in 2010, as multiple major projects were approved during the year. Subsequent
years registered healthy levels of between $400 and $500 million in Richmond, with 2015 at
$876.9 million to date and on course to break the all time record of 2010.°

4 City of Richmond — Resilient Economy Strategy
5 Canadian Mortgage and Housing Corporation — Monthly Statistics Report
6 City of Richmond — Building Permits Statistics
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To develop the vision, Council held a number of workshops to gain an understanding of the
environmental factors that were impacting the City’s financial position as well as ‘gaps’ reflected in
the operating budgets, capital plans, ageing infrastructure funding plans and reserve balances. The
end result being that Council decided to focus on ‘enhancing the City’s economic well-being for
present and future generations as part of the well managed component of the vision without
sacrificing the overall liveability of the community’ and in September 2003, Council approved the
Long Term Financial Management Strategy (L TFMS) with the following targets:

Figure 2 — 2003 LTFMS Targets

CPI + 1.0% per year in the future to be

Tax Increase transferred to the reserves.
Economic Development 1.5% per year

New Alternative Revenue $1 Mil per year by the 5" year
Total Casino Revenue $10 Mil per year by the 2™ year
Fire and Police Efficiencies »er year starting in 3" year
Operating Efficiencies »er year starting in 3" year
Service Level Reduction QPEN No reduction

Capital Program Reduction No reduction

Council went a step further in order to guide and protect the sustainability of the City’s long term
financial position and approved 10 supporting policies. From the time that LTFMS was adopted,
Council has approved updates to the supporting policies. The ten supporting policies as currently
adopted are as follows:

- Tax increases will be at Vancouver’s CPI rate (to maintain current programs
and maintain existing infrastructure at the same level of service) plus 1.0 % towards
infrastructure replacement needs.

- Gaming revenues are designated for the capital reserves, the major
caprat community facility replacement program, the grants program, the Council initiatives
account, and towards the cost of policing relating to gaming activities.

- Any increases in alternative revenues
and economic aevelopment beyond all the Tinancial strategy targets can be utilized for
increased levels of service or to reduce the tax rate.

- Any additional costs imposed on the
City as a result of mandatory senior government policy changes should be identified and
added to that particular year’s taxes above and beyond the CPI and infrastructure percentage
contribution.
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- Ensure that long term capital funding for infrastructure (e.g. parks, trails,
facilities, roads etc.) is in place in order to maintain community liveability and generate
economic development.

- Staff increases should be achieved administratively through existing
departmental budgets, and no pre-approvals for additional programs or staff beyond existing
budgets should be given, and that a continuous review be undertaken of the relevancy of the
existing operating and capital costs to ensure that the services, programs and projects
delivered continue to be the most effective means of achieving the desired outcomes of the
City’s vision.

- Savings due to efficiencies or service level
reductions identified in the strategy targets should be transferred to the capital reserves. Any
savings due to efficiencies beyond the overall strategy targets can be utilized to reduce the
tax rate or for increased levels of service.

- Sufficient proceeds from the sales of City land assets will be used to
repienisn or re-tinance the City’s land inventory. Any funds in excess of such proceeds may
be used as directed by Council.

- As part of the annual budget process the following shall be undertaken:

e all user fees will be automatically increased by CPI;

e the financial model will be used and updated with current information, and

¢ the budget will be presented in a manner that will highlight the financial strategy targets
and indicate how the budget meets or exceed them.

- Utilize a “pay as you go” approach rather than borrowing for financing
unrastrucure repracement unless unique circumstances exist that support borrowing.

These policies are integral to the financial decision making of the City in ensuring a long-term
focus and financial sustainability.
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Cash and investments have increased by $635.1 million (277%) to $864.7 million. The
majority of this increase is attributable to:

o Increase in reserves $267.2 million (248%)
o Increase in liabilities $187.9 million (133%)
o Increase in surplus/appropriated surplus $158.9 million (216%)

DCC receivable has increased by 18.3 million (260%) which is also reflected in the
increase in the DCC Levies of $45.7 million (122%) due to increased development
activity.

Deposits and Holdbacks have increased by $58.1 million (824%) mainly due to security
deposits relating to development activity.

Deferred revenue increased by $30.5 million (270%) mainly due to tax and utility pre-
payments and deferred permit fees.

Long-term debt has increased by $8.1 million (19%) to $50.8 million, previous debt for -
Terra Nova land acquisition, No. 2 Road bridge construction and sewer capital works was
retired and new debt for the Minoru aquatic and older adults centre construction was
obtained.

Net financial assets increased by $466.7 million (343%) due to the net changes in assets
and liabilities.

Non-financial assets increased by $1.0B (111%) mainly due to increases in tangible
capital assets. Note that the accounting standard for reporting tangible capital assets
changed in 2009.

The financial position is one measure of the impact of the LTFMS, however there are additional
measures that align to the specific points of the strategy. A simple report card was developed to
track the actual results of the LTFMS in a clear and concise manner, particularly, as they relate
to the ten Council established policies and Council approved targets in 2003.
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The following are some examples of cost containment or cost recovery
programs that have been implemented:

Energy retrofit projects to reduce clectricity and natural gas usage
Attendance manager and attendance management system

Tree permit revenue to offset Tree Bylaw costs

Accessing Grants ( Joint Emergency Preparedness Program, Stimulus funds,
ete.)

RCMP Auxiliary Program

New Fuel management system

Patroller First Responder program

Garbage/Recycling contract

Development of Sidaway disposal site

Road Cut Program to include private utility companies

Use of Trenchless technology for construction purposes

Fire Protection & Life Safety Bylaw with associated fees, fines and avenues
for cost recovery

Delayed replacements / hirings

Operating expense reduction (i.e. Supplies, Contract, telephone etc.)
Finance and Cost Control subcommittee created

Service Level reviews

This area is addressed annually during the budget review process. The

efficiencies and service level reductions have not been isolated and
identified separately.

The following are some examples of efficiencies:

Retro-commissioning of existing buildings to optimize the energy use
Upgrade of direct digital control systems

Pump station power efficiencies

Traffic signal conversion to LED

Systems enhancements, AMANDA, PeopleSoft, HCM, etc.
Virtualizing computer servers

Use of real time hand held ticketing computers

Bylaw Adjudication System

LEED Fire halls

Scanning equipment in stores

Online event management system
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2016 Tax )Jollar Breakdown
(Before OBIs and Additional Levels)

Police 2031
Community Services l1¢
Engineeringand | lic Wo s
Fire Rescue
Finance and Corporate Services

Transfer to Reserve

Richmond Public Library

4

Corporate Administration 3.96¢
]

Planning and Development 3.13¢
-
Law, Emergency and Bylaws 2.67¢
s
Fiscal 0.70¢

|

0.00¢ 5.00¢ 10.00¢ 15.00¢ 20.00¢ 25.00¢
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City of

Report to Committee

Richmond
To: Finance Committee Date: November 23, 2015
From: Jerry Chong, CPA, CA File: 03-0970-01/2015-Vol

Director, Finance

01

Re: 2016 One-Time Expenditures

Staff Recommendation

That the recommended one-time expenditures in the amount of $1.635M, as outlined in the 2016
One-Time Expenditures staff report, be approved for funding from the Rate Stabilization

Account.

Jerry Chong, CPA, CA
Director, Finance
(604-276-4064)

Att. 3

4763304

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

/1,4__\/:,

CONCURRENCE OF SMT INITIALS:
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.
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Staff Report
Origin

One-time expenditure requests are typically non-recurring items for consideration over and
above the base annual budget. Council established a Rate Stabilization Account (RSA) to
provide funding for such requests without a tax impact. Each year, once the City’s accounts
from the prior year are finalized, any arising surplus is transferred into the RSA. The funds can
be used to help balance the budget in order to minimize any tax increases or to offset any one-
time expenditure requests.

Any approved one-time expenditure requests will be included in the 2016-2020 5-Year Financial
Plan (5YFP). The City must adopt the SYFP Bylaw before May 15™ of ecach year in accordance
with Subsection 165(1) of the Community Charter.

This report supports Council’s 2014-2018 Term Goal #7 Strong Financial Stewardship:

7.1.  Relevant and effective budget processes and policies.

7.2. Well-informed and sustainable financial decision making.

7.3.  Transparent financial decisions that are appropriately communicated to the public.
Analysis

For 2016, there are 17 one-time expenditure requests totalling $3.7M. The list includes items that
were considered in the Capital process, but were not recommended in the 2016 Capital Budget
due to funding constraints and other priorities. Staff conducted a thorough review and prioritized
each request using established ranking criteria.

Only high priority requests are recommended. If any one-time expenditure requests are
approved by Council, the respective expenditure will be included in the 5-Year Financial Plan
(2016-2020). There is no tax impact from any of the proposed one-time expenditures as they
will be funded from the RSA which has a balance of approximately $10.6M. The recommended
one-time expenditures total $1.6M, which would leave a balance of $9.0M. A further $1.0M is
pending further information; a recommendation may be brought forward at a future date.

Table 1 shows the summary of the one-time expenditure requests:

Table 1 — One-Time Expenditure Requests Summary

# of One-Time | Recommended Pending Not
. Recommended Total
Expenditures Amount (In Amount (In Amount (In (In $000s)
Requested $000s) $000s) $000s)
17 $1,635 $992 $1,043 $3,670

4763304
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Attachments 1, 2, and 3 provide a brief description of all one-time expenditure requests with
recommendations and non-recommendations respectively provided by SMT and the CAO.
Council may change any of the recommendations or may choose to address other one-time
funding needs.

Financial Impact

The recommended one-time expenditure requests of $1.6M are funded from the Rate
Stabilization Account with no tax impact. These recommended amounts will be included in the
5-Year Financial Plan (2016-2020), should they be approved by Council. This leaves a balance
of approximately $9.0M in the RSA prior to the transfer of any surplus arising from 2015.

Conclusion’

One-time expenditure requests were reviewed and prioritized by SMT and the CAO. The high
priority requests in the amount of $1.6M as summarized in Attachment 1 are recommended to be
funded from the Rate Stabilization Account.

Melissa Shiau, CPA, CA
Manager, Financial Planning and Analysis
(604-276-4231)

MS:gjn
Att. 1: One-Time Expenditure Requests - RECOMMENDED

2: One-Time Expenditure Requests — PENDING
3: One-Time Expenditure Requests ~ NOT RECOMMENDED
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7 Report to Committee
s¥22 Richmond '

To: Finance Committee Date: November 27, 2015

From: Jerry Chong, CPA, CA File:  03-0970-01/2015-Vol
Director, Finance 01

Re: 2016 Council Community Initiatives One-Time Expenditures

Staff Recommendation

That:
1. The one-time expenditure requests as outlined in Attachment 1 of the 2016 Council
Community Initiatives One-Time Expenditures staff report, be received for information.

2. Funding of $895,000 for the 2017 Canada 150" Steveston Ships to Shore Events be
included in the City’s 5-Year Financial Plan (2016-2020) Bylaw.

Jerry Chong, CPA, CA
Director, Finance
(604-276-4064)

Att. ]

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

A——a.———’u

CONCURRENCE OF SMT INITIALS:
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Staff Report
Origin

On July 13, 2015, Council established a Council Community Initiatives Account with an initial
balance of $3.0M transferred from the Gaming provision. The purpose of the account is to enable
Council to utilize a portion of gaming revenue towards one-time initiatives that address social,
environmental, recreation and sports, heritage, arts and culture, safety and security, or
infrastructure needs in accordance with the established Terms of Reference. One-time
expenditure requests are typically non-recurring items for consideration over and above the base
annual budget.

Council also approved a new gaming revenue allocation model with 2% of budgeted gaming
revenue toward the Council Community Initiatives Account.

Any approved one-time expenditure requests will be included in the 2016-2020 5-Year Financial
Plan (5YFP). The City must adopt the SYFP Bylaw before May 15" of each year in accordance
with Subsection 165(1) of the Community Charter.

This report supports Council’s 2014-2018 Term Goal #7 Strong Financial Stewardship:.

7.1.  Relevant and effective budget processes and policies.

7.2.  Well-informed and sustainable financial decision making.

7.3. Transparent financial decisions that are appropriately communicated to the public.
Analysis

2016 Projected Funding

The Terms of Reference for this account suggests the maximum annual distribution should not
exceed 50% of prior year’s ending account balance in order to.ensure funding availability for
future years; however, Council has the discretion to waive this limitation.

Based on the initial balance of $3.0M the suggested annual distribution for 2016 should not
exceed $1.5M. Any unallocated amount will remain in the Council Community Initiatives
Account for distribution in future years.

The annual gaming revenue budget for 2016 is $18.1M, therefore a total of $362,000 (2% as part
of the new gaming revenue allocation model) will be allocated toward the Council Community
Initiatives Account.

2016 Requests for Funding

There are two Council Community Initiatives expenditure requests received to date totalling
$0.9M as summarized in Table 1.
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Table 1 — CCIA Requests Summary

Ei; ef nflglllﬁas Previously Approved by Pending Total
Requested Council (in $000’s) (in $000°s) (in $000s)
2 $895 524 $919

All expenditures from this account are at Council’s discretion. Any approved one-time
expenditure requests will be included in the 5-Year Financial Plan (2016-2020). There is no tax
impact from any of the proposed one-time expenditures as funding is available in the Council
Community Initiatives Account.

Attachment 1 provides a brief description of the Council Community Initiative requests for
Council consideration.

Allocations may be approved throughout the year and will be included in the original 5 Year
Financial Plan Bylaw or subsequent 5 Year Financial Plan Amendment Bylaw, depending on the
timing. '

Financial Impact

The approved one-time expenditure request of $0.9M will be funded from the Council
Community Initiatives Account with no tax impact. Any further approved amounts will be
included in the 5-Year Financial Plan (2016-2020) or the 5-Year Financial Plan Amendment
(2016-2020), depending on the timing of the approval.

Conclusion

Council previously approved $0.9M to be funded by the Council Community Initiatives
Account. Any further approvals will be included in the 2016-2020 Financial Plan.

Melissa Shiau, CPA, CA

Manager, Financial Planning and Analysis
(604-276-4231)

MS:gjn

© Att. 1: Council Community Initiative Account Requests
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