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PO Box 1749
Halifax, Nova Scotia
B3J 3A5    Canada

Halifax Regional Council
August 5, 2008

TO: Mayor Kelly and Members of Halifax Regional Council

SUBMITTED BY:
Dan English, Chief Administrative Officer

DATE: July 28, 2008

SUBJECT: 2014 Halifax Commonwealth Games Candidate City

INFORMATION REPORT

ORIGIN

At an Audit Committee meeting Councillor Walker requested any information that might assist
Councillors in responding to various media coverage on the 2014 Commonwealth Games Bid.

Item No. 5
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BACKGROUND

From March 2, 2006 to November 1, 2007, the 2014 Halifax Commonwealth Games Society existed
in order to prepare and present the Canadian Bid for the 2014 Commonwealth Games.  The
Canadian Bid was withdrawn on March 8, 2007 and the operations wound-up over the following
months with offices shutting down on June 29, 2007, the final Board meeting held on July 13, 2007
and surrender of the Certificate of Incorporation taking place on November 1, 2007 as directed by
the Board in July.

There have been questions raised regarding the nature and the value of bid expenditures.  

The Society no longer exists and on November 9, 2007 the 2014 Commonwealth Games were
awarded to Glasgow, Scotland. The decision to bid; on how to structure the bid; on how to resource
and fund the bid and withdrawal of the bid are all in the past.  It is clear that despite the existence
of all appropriate approvals and policies (travel, procurement, etc.) to guide the operations of the
Society, once the Bid was withdrawn the residual value of the bid expenditures diminished
compared to the value of the same expenditures had the Bid gone forward.  That is the nature of
choices and decisions. When a decision is made there are implications. Even the best decisions have
implications that are both positive and negative. In this case one inescapable implication of the
withdrawal of the Bid was that the work and costs of the Bid (approved, authorized and paid under
policies of the Board of the Society) that were justified when the goal was to bid and win, do not
have the same value after the bid is ended. Because there is no longer the same goal (to bid and win)
their very justification becomes difficult. 

DISCUSSION

The attachment with this report focuses on the governance structure of the Bid and the Society,
including  policies and practises which guided the operations of the Society, specifically with regard
to Bid expenditures.  The Procurement and Travel Policies as referenced in the attachment  are
public and are also attached to this report.  The purpose of the report is to assist Council in
responding to questions now and in the future and to provide the information in a context that better
allows Councillors to understand the Bid process, structure, decision making and policy framework.

BUDGET IMPLICATIONS

There are no budget implications.

FINANCIAL MANAGEMENT POLICIES / BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved Operating,
Capital and Reserve budgets, policies and procedures regarding withdrawals from the utilization of
Capital and Operating reserves, as well as any relevant legislation.
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ATTACHMENTS

1. 2014 Halifax Commonwealth Games Society Detailed Information
2. 2014 Halifax Commonwealth Games Society Procurement Policy
3. 2014 Halifax Commonwealth Games Society Travel Policy

A copy of this report can be obtained online at http://www.halifax.ca/council/agendasc/cagenda.html then
choose the appropriate meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax
490-4208.

Report Approved by: _________________________________________________
Geri Kaiser, Deputy Chief Administrative Officer - Corporate Services
and Strategy
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ATTACHMENT 1

2014 Halifax Commonwealth Games Candidate City

PROCESS & CONTEXT

After selection as Canada’s Bid city in December of 2005, the existing Executive Committee for
the Domestic Bid phase began to assemble the information and resources to create the
International phase Bid Structure and prepare for the Melbourne 2006 CWG which took place in
early March 2006.  The Executive Committee included representatives from the Province, HRM,
ACOA, Trade Centre Limited and the Sport community. Decisions on Domestic Bid spending in
this interim period before the Society was created, were guided by the existing Bid spending
authorization process.  This process had been presented to Council in August 2005 and was
approved as a policy of the Domestic Bid Executive Committee.

The Society was created on March 2, 2006 and both Procurement and Travel Policies were
created and approved by the Executive Committee and/or Board of Directors. All vendor
arrangements were approved under the policies of either the Interim Executive Committee at that
time or the policies of the Society itself once it was created. The International Bid Budget was
created during late March and April 2006. After approval by the Executive Committee and
Board, presentations were made in early May to the Provincial Government and to HRM. 
Provincial and Municipal Governments approved their contribution to the International Bid
Budget.  The Bid budget itself was approved by the Society, not by the Province or HRM.

The very nature of bidding for International Games or Events, involves hosting and travel
activities that are quite outside the normal activities of municipal or Provincial governments. 
Only a handful of the costs are truly mandatory in that they are “required” in order to meet the
minimum bidding criteria.  The remainder of the expenditures are determined based on the best
estimate by staff and other specialists of what it will take to win. Clearly there must be limits. 
The International Bid Business Plan stated:

"In reviewing the travel and hosting standards and expectations that exist in
the realm of competitive bidding for Games, for this bid the question was
asked, "Will we do whatever it takes to win?" The answer was an unequivocal
no. The Bid plan set out to do the things necessary and dictated by the rules
but would not extend beyond an acceptable code of conduct nor beyond the final
approved budget.  The travel and hosting standards reflected in the business
plan and budget are the standard required in the current bidding environment
and within the rules of the bid process to help secure the winning number of
votes."

Staff, Executive and Board members took the need to balance what it might take to win and what
was appropriate, very seriously. 
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SOCIETY BUDGET APPROVAL & SPENDING AUTHORIZATION

The International Bid Budget was created during late March and April 2006. It was developed on
a unit cost basis to ensure that all eventualities had been considered in the estimates and to
permit maximum informed flexibility during the Bid.  This level of detail allows informed
decisions to be made quickly when circumstances change.  The draft International Bid Budget
was presented to the Society Executive Committee and Board at the end of April 2006. 
Following approval by the Executive Committee and Board, presentations were made to the
Provincial Government and HRM in the first 10 days of May.  At that time, the full Bid budget
detail was provided to Council for their review and questions.

The Province and HRM were asked to approve their respective share of the Bid budget. Both the
Provincial and Municipal Governments approved their contribution to the International Bid
Budget.  The Municipal government approval was made conditional on approval by the Federal
government of their share. 

The following is an excerpt from the Final Report providing information on the Bid Budget, the
major expense categories and the cost implications after March 2007.

"The three major categories of expense were Bid Marketing, Core Services and
Games Planning.  

• The majority of Games Planning activities had been substantially
completed at the time the bid was withdrawn in March of 2007.  

• This budget area supported the creation of the venue and operations
plans for the 2014 Games along with development of Class C (See
explanation below)* capital estimates for planned facilities. 

• Over the 90 days following the Bid withdrawal, contracts were settled
for work done prior to March 8, 2007. 

• Professional fees relate to the Society’s Architect contract selected by
RFP process in the spring of 2006. 

• The Society’s Architect was the primary support for the development of
the Class C capital estimates related to Games facilities.  The
Executive Committee approved additional funds of approximately $300,000,
in the fall of 2006 to complete a number of studies related to the
capital estimates.  These additional funds were to be absorbed within
the approved budget of the Society

• Core Services included staffing and space costs as well as legal,
insurance, human resources, information technology, tax and office
support.  

• The Bid staffing effort was near peak in March 2007 and staff numbers
were to have declined steadily from the spring of 2007 to a small final
team slated to present in Sri Lanka in November of 2007 and then do the
transition or wind-up following the final presentation.

• Budget allocations for staff were revised in July of 2006 to respond to
the needs of the bid and funds were allocated to finance and
communications.  The finance positions were filled through consultants
rather than staff salaries therefore costs are higher in this area.

• Leasehold improvements were paid in full and rental charges are included
for the period of the bid plus the required 6-month notice period. 

• Leasehold improvement costs were higher than had been budgeted and these
costs were to be absorbed within the total approved budget of the Bid.  
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• Bid Marketing includes all the visits to Commonwealth Games Associations
(CGA’s, the voting delegates), undertaken during 2006 and early 2007. 
The majority of this travel was complete at March 2007 with only a few
regions in the Commonwealth remaining to visit.

• The CGA’s, over 70 countries and territories, were slated to visit
Halifax in the late summer of 2007; therefore the majority of these
costs were unspent. 

• The CGA partner program, part of the International Bid program designed
to provide direct support through coaching or equipment to CGA’s, was
cancelled after the Bid was withdrawn. 

• While some communications and promotions costs had been incurred
supporting the local and international campaigns up to March 2007, major
effort and budget was to be focused on the period of spring and summer
2007 once the Games estimates were complete and venue decisions had been
made.  There were also significant funds budgeted for the final
presentation in Sri Lanka.

Conclusion
The Society structured its budget and contracts for the best efficiency possible
assuming an operating period that ended in March 2008.  Contracts had terms that
went beyond March 2007 and minimum notice periods assumed an orderly wind-up of
the Society would take place following the November final bid presentation.  

The decision to withdraw the Bid in March 2007 required the Society to settle
these contractual obligations as quickly as possible, recognizing that costs had
to be incurred against the original obligations regardless of the cancellation
of the Bid.  

Since that time the Society has settled contracts for work done to March 8, 2007
and received legal advice on various requests for payment. The Society made no
payments after March 8, 2007, which was not approved by the Executive Committee
directly or through the authorization of the activity. In the majority of cases
payments were recommended on the basis of both staff and legal advice. 

The Bid team made every effort, in a very fast-paced environment, to ensure that
not only were policies in place to guide spending, but that those policies were
adhered to so that the public funds that supported the Bid to win the 2014 Games
for Halifax were spent according to the approved budget and in a manner that was
appropriate and consistent with direction from the Executive Committee.  The
financial and audit results indicate these efforts were successful.”

*Construction estimates come in four (4) degrees of accuracy indicated by a scale from A to D
with A being the most accurate. Class 'D' estimates are generally referred to as 'order of
magnitude' prices and typically are based on plans that are not well developed and thus rely on a
cost/square foot factor being applied to the rough drawings. Class 'D' estimates contain a
significant use of assumptions and allowances. For purposes of high level budgeting this number
is useful but for detailed budgeting this level of estimating has too much risk to be a reliable tool. 

Class 'C' estimates are typically prepared from a more detailed set of drawings and incorporate
use of quantity take offs and specific materials pricing. Although there are still significant risks
involved in the use of Class 'C' estimates there are fewer assumptions and the level of detailed
drawings frequently is the controlling factor in whether any higher level of estimating can
proceed. With a Class 'C' estimate there is considerable effort on the part of the
architect/engineer team to develop drawings to a level where construction type is developed,
most materials are specified and some level of construction detail is developed. This level of
detail then allows the cost estimator to do detailed take offs of various materials, and based on
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their current knowledge of the cost to supply and install those materials in a specific construction
market,  develop budget estimates for the final construction costs. 

The level of accuracy of the drawings required to move to class 'B' and 'A' estimates requires
substantial financial and time commitment and these higher levels are typically not used until
building design concepts are finalized and tender documents are being prepared.
 
POLICIES

Procurement

• Invoice approval process approved by Domestic Bid Executive Committee - August 2005
- March 2006 (pre-Society)

• March 16, 2006 - policy approved by Society Executive Committee & Board
• October 19, 2006 - policy revised and approved by Society Executive Committee
Travel

• March 2006 approved by Domestic Bid Executive Committee (pre-Society)
• March 2006 approved by Society Executive Committee
• October 19, 2006 - policy revised and approved by Society Executive Committee

REPORTING

The Executive Committee met at least monthly and financial results were provided as well as
any requests to approve contracts required under the procurement policies.  

WIND-UP & DISCHARGING OBLIGATIONS

On April 4, 2007, less than one month after the Bid was withdrawn, projected total expenses of
the Society were presented to the Executive Committee in the range of $9.6 and $10 million,
compared to the total budget of $14.3 million. Actual revenues were correspondingly lower than
budgeted revenues in the same manner.  On July 12, 2007, the final Board meeting was held and
the audited results presented showing total expenditures of $9.6 million and a surplus of
$45,553.  On November 1, 2007, as directed by the Board the Society surrendered it’s certificate
of incorporation following the final settlement of accounts.  At that time, the surplus was revised
and increased to $71,667. This week the final GST rebate (the last item to be settled for the
Society) was approved by CRA. The final surplus will increase again to at least $91,854.  These
increases are the result of conservative assumptions when various estimates were required for
accruals.  

The following is an excerpt from the Final Report:

"Total revenue and expense amounts compared to budget were impacted by the
fact that the Bid was withdrawn mid-way through the budget cycle in March
2007.  This is reflected more significantly in some areas of the budget (Site
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Visits by the CGA’s) than others (Games planning) based on when each activity
took place or was planned to take place.  

Significant effort was made by the Society, following the March 8 announcement
of the Bid withdrawal by the Province and HRM, to ensure that total overall
costs of the bid did not exceed total funds committed and received.  Spending
following the withdrawal decision was driven by specific approvals of the
Executive Committee.  The approved wind-up plan included two primary
activities: 1) settlement of the existing contractual obligations of the
Society; and 2) completing the Transfer of Knowledge program to gather
documents and make recommendations for future Bidding cities.  

On April 4, 2007, the Executive Committee was advised that the final projected
expenses of the Society would likely be between $9.6 and $10.0 million with
final results ranging between a break-even and a deficit of $533,000.  The
final audited results of the Society reflect total expenses of $9.6 million
with a surplus of $45,553."

AUDITS & RESULTS

The Society was required by the approved governance structure approved by the Board, and by
CGC and the Federal Government contribution agreement, to appoint external independent
auditors. An Expression of Interest was issued and Deloitte was appointed Auditor of the
Society. 

The Society Board of Directors appointed an Audit Committee to work with the external auditors
to provide the Board with recommendations on relevant financial matters. The Audit Committee
members were:
o Chair, Ron Smith, FCA, Chief Financial Officer, ImmunoVaccine Technologies Inc.
o Jamie Baillie, CA, President and CEO, Credit Union Atlantic
o Jim Eisenhauer, FCA, P Eng, President, ABCO Group Limited
o Sue Payne, CA, President, ACA Co-Operative Ltd.
o Zeda Redden, CMA, Bell Aliant Investor Relations, Bell Aliant Regional

Communications Income Fund
o Dan English, CAO, Halifax Regional Municipality
o Robert Fowler, Deputy Minister of Treasury & Policy Board, Province of Nova Scotia
o Richard Powers, Treasurer of Commonwealth Games Canada, Joseph L. Rotman School

of Management, University of Toronto

The Audit Committee met prior to the final Board meeting to receive the report from the auditors
on the results of the audit as well as the draft audited schedule of revenues and expenditures. 
The scope of the audit included: “..to express an opinion on the schedule of revenues and
expenses of Halifax 2014 based on an audit thereof performed in accordance with Canadian
generally accepted auditing standards...”  Audit procedures included testing of: 

Business Cycles and General Computer Controls 
Revenue Recognition / Unconfirmed Receivables 
HST Compliance 
Journal Entries 
Completeness of Severance and Wind-Up Accruals 
Asset Dispositions 
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Assessment of Employees vs. Independent Contractors 
Procurement and Travel Policy Expenses 
Conflict of Interest - Hiring Practices 
Presentation and Classification Issues

On July 9, 2007, Deloitte reported to the audit committee the following:

The schedule of revenues and expenses was presented fairly in accordance
with generally accepted accounting principles

In addition, although the purpose of the audit was specifically to issue
an audit opinion relating to the fair presentation of the financial
statements in accordance with generally accepted accounting principles,
the auditors noted in their report to the audit committee that during
their work, they:

1- did not have any disagreements with management relating to
accounting policies 
2- did not have any disagreement relating to estimated costs
relating to wind up of operations
3- did not identify significant control deficiencies
4- did not identify significant instances of non compliance with
procurement or travel policies
5- did not identify instances of conflict of interest in the
disposition of assets or in the hiring policies
6- did not identify instances of non compliance with laws and
regulations including commodity taxes, withholding taxes on salaries and
contractual fees or other regulation.
7- did not identify any uncorrected errors in the schedule of
revenues and expenses

In addition to the external audit of the revenues and expenditures, Canada Revenue Agency
(CRA) conducted an Employer Compliance Audit to examine Federal regulatory requirements
including withholdings and classifications of employees versus contractors.  

In addition, pursuant to the Federal Contribution Agreement, a compliance audit was conducted
to report to Sport Canada that the Society had met it’s obligations under the contribution
agreement.

CRA also conducted a review of the GST/HST rebate claim and that the claim has been entirely
approved and paid.

All audits except the review on the GST/HST rebate were conducted between the end of May
and end of June 2007.

TRANSFER OF KNOWLEDGE
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The Final Report includes a summary of considerations for Future Bidding Cities. In addition, a
full Transfer of Knowledge program was completed and provided to partners and was included
with the Historical Archives (related to technical aspects of Games Planning) housed by
Commonwealth Games Canada.

CONCLUSION:

The Halifax 2014 Commonwealth Games Bid was operated within an approved Governance
structure. Representatives of the partners including the Provincial and Municipal governments
sat on the Executive Committee and Board.  The Society has ceased to exist, all accounts have
been settled and no staff remain.  While there may well be debate in the future about whether
Halifax should have Bid or whether the Bid should have been withdrawn, the apparent lack of
community consensus on these questions should not lead Council to conclude that the operations
of the Society were not appropriately managed.  All spending that occurred was consistent with
the Board approved budget and pursuant to the policies of the Society.  




























































