
HALIFAX
P.O. Box 1749
Halifax, Nova Scotia
B3J 3A5 Canada

Item No.12.l.3
Audit & Finance Standing Committee

June 15, 2016

TO: Chair ibes-eMudft4 Finance Standing Committee

Original Signed
SUBMIHED BY:

4John Tves. Q.C., Acting Chief Administrative Officer
J..” -

...

Onginal Signed

Amanda Whitewood, Director of Finance and Information Technology/CFO

DATE: June 8, 2016

SUBJECT: Year End Financial Statements

ORIGIN

Required by Legislation.

LEGISLATIVE AUTHORITY

HRM Charter, section 48(2) outlines the responsibilities of the Audit Committee which include:

48(2)(a) — a detailed review of the financial statements of the Municipality with the Auditor;
48(2)(b) — an evaluation of internal controls systems and any management letter with the Auditor; and,
48(2)(c) — a review of the conduct and adequacy of the audit.

In addition, HRM Charter, section 46 outlines the appointment and requirements of the Municipal Auditor
and the need to file the Auditor’s report with Council and the Minister by July31, 2016.

The Audit and Finance Standing Committee under its Terms of Reference shalI !review the qualification,
independence, quality of service and performance of the External Auditors annually and recommend to the
Council the appointment or discharge of the External Auditors.

Halifax Regional Municipality Council approved, December 11, 2012, that all budget increases are to be
presented to the Audit & Finance Standing Committee, prior to submission to Council.

HRM Charter, section 120(6) — The Municipality may maintain other reserve funds for such purposes as the
Council may determine; Reserve Administrative Order 2014-015 (5) The Audit and Finance Standing
Committee shall review and recommend to the Council for its consideration all impacts to the Reserves.

The attachments included are necessary for the Audit and Finance Standing Committee and the Municipal
Auditor to satisfy their responsibilities and requirements.

Recommendation on page 2
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RECOMMENDATION

It is recommended that the Audit and Finance Standing Committee forward the following to Halifax Regional
Council for their approval:

1) The financial statements of the Halifax Regional Municipality Miscellaneous Trust Funds for the
year ended March 31, 2016;

2) The Consolidated Financial Statements of the Halifax Regional Municipality for the year ended
March 31, 2016;

3) The Statement of General Rate Surplus of the Halifax Regional Municipality for the year ended
March 31, 2016; and,

4) Transfers of $5,430,627, as outlined below, to reduce the general rate surplus to zero:
o Capital Project CTUOO53O, Mount Hope Interchange $4,234,678
o Police Officer On the Job Injury reserve, 0323 $ 50,000
o Capital Surplus reserve, 0103 $ 214,000
o Operating Surplus reserve, Q328 $ 931,949

5) The appointment of KPMG to be the External Auditors for the fiscal year ended March 31, 2017.

BACKGROUND

On March 22, 2016, a report regarding CCC Funding Shortfall for the Mount Hope Interchange Highway
was presented to Council with recommendation approved to 1) change the funding source for the
outstanding $7,234,678 for Project Number CTUOO53O Highway 111 Portland St. Interchange from Capital
Cost Contribution funding to the following: $3,000,000 from the Operating Surplus Reserve Q328 and the
remainder of $4,234,678 from debt; and, 2) authorize Finance to seek approval from the Minister of
Transportation and Infrastructure Renewal to fund this project from debt, as it is a provincially owned street.

The Financial Implications section stated that that if we finished the year-end with a surplus, those funds
would be available to reduce the funding shortfall and reduce our need to utilize debt financing for the
project.

With the surplus of $5,430,627, we were able to cover the full amount of the debt funded portion of the
project. The remaining $3,000,000 was funded through the Operating Surplus Reserve, 0328, and the
project is now fully funded, As we funded this $4,234,678 from our operating surplus instead of debt, there
is no requirement to complete recommendation 2 of the March 22, 2016 report.

The Statement of General Rate Surplus outlines the total 2015/16 surplus and planned transfers of the
surplus to a capital project and to various reserves to bring our general rate surplus to zero.
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The table below provides additional details of the Operating Surplus Reserve, Q328. In the report to Audit &
Finance on March 11, 2016 concerning the funding of the Mount Hope Interchange, we had projected a
year-end balance in the reserve of $393000. The main change since then has been the addition of the
operating surplus for 201 5/16 of $932,000.

Operating Surplus Reserve Q328 ($000)

Opening Balance! as at April 1, 2015 7,640

Transfers into reserve:
Interest 38
Transit surplus for Transit 2015/16 1277
Grants Division Surplus 2015/16 48

Total 1,363

Council approved transfers out of the reserve:
Budgeted withdrawal from 2015/16 budget (3,400)
North Park Corridor Improvements (479)
We Day events (82)
Mount Hope Interchange (3,000)

Total (6961)

Balance before year end transfer 2,042
Operating surplus 2015/16 932

Closing balance, as at March 31, 2016 2,974

Remaining commitment *

(286)
Approved budget withdrawal for Transit 2016(16 (1,200)
Total (1,486)

Net available balance, as at March 31, 2016 1,488

• Remaining commitments include transfer to fund various projects
such as We Day, Halifax Explosion, Davis Cup and an ICT Business
Tools project.

Appointment of External Auditors

Under the terms of reference of the Audit and Finance Standing Committee, the Committee is required to
“review the qualifications, independence, quality of service and performance of the External Auditors
annually and recommend to the Council the appointment or discharge of the External Auditors”.

KPMG LLP was the successful proponent to the RFP for External Audit Services in 2012. The proposal
covered the fiscal years from 2012/13 to 2016/17. KPMG LLP continues to provide quality service to the
Municipality and has confirmed that they are qualified and independent to continue to provide External Audit
Services. Staff have recommended that KPMG LLP be appointed as External Auditors for the fiscal year
ended March 31, 2017.

DISCUSSION.

A detailed presentation will be provided at the meeting.
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FINANCIAL IMPLICATIONS

Outlined in the presentation and attached reports.

RISK CONSIDERATION

N/A

COMMUNITY ENGAGEMENT

N/A

ENVIRONMENTAL IMPLICATIONS

N/A

ALTERNATIVES

1. Audit and Finance Standing Committee may not
recommendations. This is not the recommended option.

2. Audit and Finance Standing Committee may approve the
requested modifications. This is not the recommended option.

ATTACHMENTS

choose to approve the proposed

proposed recommendations subject to

1. Consolidated Financial Statements of the HRM, Year ended March 31, 2016.
2. General Rate Surplus of HRM, Year ended March 31, 2016.
3. Financial Statements of HRM Miscellaneous Trust Funds, Year ended March 31, 2016.
4. HRM Audit Findings Report - KPMG

A copy of this report can be obtained online at http://www.halifax.ca/boardscom/SCfinance/index.php then choose the
appropriate meeting date, or by contacting the Office of the Municipal Clerk at 902.490.4210, or Fax 902.490.4206.

Report Prepared by:

Report Approved by:

Financial Approval by:

Nancy Harper, Manager, Accounting Controls & Reportino 902.490.3696

Original Signed

Louis de Montbrun, Manager, Financial Reporting 902.476.0585

Original Signed

AmandaWhitewood, Director, Finance and Information and Technology/CFO 902.490.6308
















































































































































