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Media Release: Friday, May 2, 2014, 4:30 p.m. 

Regional Municipality of Waterloo 

Audit Committee  

Agenda 

Wednesday, May 7, 2014 

5:30 p.m. 

Room 217 

150 Frederick Street, Kitchener, Ontario 

 

1. Declarations of Pecuniary Interest under the “Municipal Conflict of 
Interest Act” 

 

2. Delegations  

3. Presentation 

a)  Elaine Read, Deloitte LLP - Outline of 2013 Audit Findings 

 

1 

4. Reports – Finance 

a)  F-14-059, Annual Financial Statements 

 

23 

5. Motion to go into Closed Session 

That a closed meeting of the Audit Committee be held on Wednesday, 
May 7, 2014 at 5:30 p.m. in Room 217 at 150 Frederick Street, in 
accordance with Section 239 of the “Municipal Act, 2001”, for the 
purpose of considering the following subject matters: 

a)  the security of the property of the municipality 
b) personal matters about an identifiable individual, including municipal 

employees 

 

6. Motion to Reconvene into Open Session  
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7. Information/Correspondence  

8. Other Business  

9. Next Meeting  

10. Adjourn  

 



1 1



2 2



3 3



4 4



5 5



6 6



7 7



8 8



9 9



10 10



11 11



12 12



13 13



14 14



15 15



16 16



17 17



18 18



19 19



20 20



21 21



22 22



 

Report:  F-14-059 

1622267  Page 1 of 4 

 

 

Region of Waterloo  

Finance Department 

Financial Services and Development Financing 

 

To: Chair Tom Galloway and Members of the Audit Committee  

Date:  May 7, 2014  File Code:  F10-20 

Subject: Annual Financial Statements 

Recommendation: 

That the Regional Municipality of Waterloo approve the Consolidated Financial 
Statements, the Sinking Fund Financial Statements, and the Trust Fund Financial 
Statements, all for the fiscal year ending December 31, 2013. 

Summary:  Nil 

Report: 

Section 294.1 of the “Municipal Act, 2001” (the Act) provides that a municipality shall, 
for each fiscal year, prepare annual financial statements in accordance with generally 
accepted accounting principles for local governments as recommended by the Public 
Sector Accounting Board. 

The Region’s 2013 Consolidated Financial Statements, Sinking Fund Financial 
Statements and Trust Fund Financial Statements are attached for review and approval 
by the Audit Committee.  It is noted that in the past, only the Consolidated Financial 
Statements were presented to the Audit Committee for review and approval.  From this 
point forward, the full set of statements including the Sinking Fund and Trust Fund (for 
residents at Sunnyside Home) will be presented.  Final signed versions of the 
statements will be produced following Regional Council approval on June 4, 2014. 

Representatives from the Region’s auditing firm Deloitte LLP will be at the meeting to 
present their audit findings and answer questions relating to the statements.  These 
statements mark the third year of the Region’s five year contract with Deloitte.  In 
addition to the statements presented herein, Deloitte completes a number of special 
purpose audits, including those relating to the Federal Gas Tax Transfer and various 
service agreements with the Province of Ontario. 
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Changes to Note in the 2013 Consolidated Financial Statements 

As was the case last year, a number of changes and improvements have been 
incorporated into the Consolidated Financial Statements and accompanying note 
disclosure.  These include: 

 Dollar amounts in the Consolidated Statements are now presented in thousands; 
 Note 9 (new) related to POA fine revenue; 
 Note 10 – the Region’s credit facility with Bank of Nova Scotia has been 

included; 
 Note 13 – additional information regarding employee future benefits has been 

included; 
 Note 19 (new) – contractual obligations with respect to the Stage 1 Light Rail 

Transit Project Agreement and funding agreements with senior levels of 
government. 

The Consolidated Financial Statements include two restatements relating to 2012.  The 
first relates to loans provided to non-profit and cooperative housing providers (see new 
Note 11) which had previously been reported as capital expenditures and which are 
now presented appropriately as long term receivables.  The second relates to the 
recognition of development charge revenue.  The amount of development charge 
revenue recognized in 2012 has been reduced to reflect the Region’s intent to debt 
finance certain growth related capital costs ($70 million issued in May 2013).  These 
restatements result in a consistent treatment over both years. 

Consolidated Financial Statements - Surplus Reconciliation 

The Region’s 2013 property tax surplus was $1,860,857 and was reported to 
Administration and Finance Committee on April 1, 2014 (Report F-14-041).  The 
Region’s consolidated surplus for 2013, as presented in the financial statements, is 
$35,592,000.  The difference in the surpluses is due to the fact that the annual audited 
financial statements are prepared on a consolidated basis (including water and 
wastewater for example) and due to the impact of the different accounting practices 
utilized for financial reporting purposes and budgeting/tax levy purposes. 

Note 22 of the financial statements includes a reconciliation of the 2013 property tax 
surplus and the 2013 consolidated financial statement surplus.  As outlined in the 
reconciliation, there are significant accounting adjustments required in order to comply 
with generally accepted accounting principles which have a dramatic impact on the 
presentation of municipal surplus.  For example, for financial statement purposes all 
transfers to Reserves and Reserve Funds are eliminated while amortization expense of 
tangible capital assets is included.  In the end, the two surplus presentations serve two 
different purposes, with the property tax surplus providing Council with a year-end 
position relative to the tax levy and the consolidated financial statement surplus meeting 
reporting requirements of the Province of Ontario and the Public Sector Accounting 
Board. 
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Sinking Fund Financial Statements 

The Regional Sinking Fund is established to retire sinking fund debentures issued by 
the Region for its own purposes, for area municipality purposes, and up to 2007 for 
school board purposes.  The defining characteristic of a sinking fund debenture is that 
the entire principal amount is repayable at the end of the term (usually 20 or 30 years).  
Contributions are made to the sinking fund over the life of the debenture.  These 
contributions, along with related investment income, are used to pay the principal at 
maturity. 

The Sinking Fund balance has dropped significantly over the last two years as 20 year 
sinking fund debentures issued in 1992 and 1993 have matured.  That being said, the 
Sinking Fund balance will increase significantly in the coming years due to the following 
Regional sinking fund debenture issues: 

1. $9.4 m/20 year debenture issued in 2001 for which contributions will continue 
through 2021;  

2. $50 m/30 year debenture and $95 m/20 year debenture issued in May 2013, for 
which contributions will commence in 2014;  

3. $50 m/30 year debenture issued in April  2014, for which contributions will 
commence in 2015; and 

4. $9 m/20 year debenture issued in 2000, for which contributions will commence in 
2016. 

Accordingly, staff will develop a Sinking Fund investment strategy over the course of 
2014.  The financial statements reflect the activity and position of the Sinking Fund for 
the period ending December 31, 2013. 

Trust Fund Financial Statements 

The Region is required, under the provisions of the “Long Term Care Homes Act” 
(LTCHA), to maintain and manage trust funds on behalf of the residents of Sunnyside 
Home.  The financial statements reflect the activity and position of the Trust Fund for 
the period ending December 31, 2013. 

In February 2014, the Ministry of Health and Long Term Care (MOHLTC) undertook an 
audit of the Trust Fund’s operations.  The Ministry reported on March 17, 2014 two 
areas of non compliance with the LTCHA and regulations.  It has been the practice of 
the Region to combine the monthly amounts owed for care and the amount to be 
deposited to the resident’s trust in one payment to the Region and then transfer the trust 
amount to the Region’s Trust bank account.  This, in the MOHLTC’s opinion, results in 
the “comingling of resident trust funds with the Region’s funds.”  The second 
contravention is the lack of a receipt being issued by the Region for funds deposited 
electronically into the Trust.  It is noted that the Region does provide monthly 
statements to residents, and that there is signed consent for all amounts withdrawn from 
resident’s bank accounts. 

In both cases staff has reviewed the Region’s procedures and is changing its practices 
for the receipt of funds through electronic banking.  The new practices will be in place 
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by July 1, 2014. 

Notice 

Section 295 of the Act requires that the Treasurer of a municipality publish in a 
newspaper of general circulation either a copy of the audited financial statements or a 
notice that the audited financial statements are available to the public at no cost.  Staff 
will publish a notice in the newspaper; post the audited financial statements on the 
Region’s website, and make available a printed copy to those who request one to 
comply with the provisions of the Act. 

Corporate Strategic Plan: 

This report supports Focus Area 5 Service Excellence of the Corporate Strategic Plan 
and specifically objective 5.3 to ensure Regional programs and services are efficient 
and effective and demonstrate accountability to the public. 

Financial Implications: 

The Region’s 2013 consolidated financial statements include an accumulated surplus of 
$1.7 billion.  This surplus, presented in accordance with Public Sector Accounting Board 
requirements, is comprised of tangible capital assets (net of amortization) which will be 
utilized by the Region to deliver services to the public in the future, accumulated 
operational surplus and reserves and reserve funds, net of amounts to be recovered in 
the future. 

Other Department Consultations/Concurrence:  Nil 

Attachments: 

The following attachments are distributed separately: 

Appendix 1 – Draft Consolidated Financial Statements for the period ending December 
31, 2013 

Appendix 2 – Draft Sinking Fund Financial Statements for the period ending December 
31, 2013 

Appendix 3 – Draft Trust Fund Financial Statements for the period ending December 
31, 2013 

Prepared By:  Peter Holling, Manager, Financial Services 

Approved By:  Craig Dyer, Chief Financial Officer 
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