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and the need to file the Auditor’s report with Council and the Minister by September 30th in each year. 
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The Audit & Finance Standing Committee under its Terms of Reference shall “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”. 
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The attachments included are necessary for the Audit and Finance Standing Committee and the 
Municipal Auditor to satisfy their responsibilities and requirements. 

RECOMMENDATION 

It is recommended that the Audit and Finance Standing Committee recommend that Halifax Regional 
Council approve: 

1) The Consolidated Financial Statements of the Halifax Regional Municipality for the year ended
March 31, 2018;

2) The Statement of General Rate Surplus of the Halifax Regional Municipality for the year ended
March 31, 2018;

3) Transfers of $17,260,060, as outlined below, to reduce the general rate surplus to zero:
o Police Officer on the Job Injury Reserve, Q411 $    100,000 
o Multi-District Facilities Reserve, Q546 $ 5,370,000 
o Convention Centre Reserve, Q521 $ 2,000,000 
o General Contingency Reserve, Q421 $ 9,790,060 

4) The financial statements of the Halifax Regional Municipality Miscellaneous Trust Funds for the
year ended March 31, 2018; and,

5) The appointment of KPMG to be the External Auditors for the fiscal year ended March 31, 2019.

BACKGROUND 

The Statement of General Rate Surplus outlines the total 2017/18 surplus and planned transfers of the 
surplus to various reserves to bring our general rate surplus to zero. 

Per the reserve business case for The Police Officer On the Job Injury Reserve, the contributions are to be 
surplus funds from police services, if available. Police Services requested that $100,000 be placed into the 
reserve for March 31, 2018. 

The Multi-District Facilities Reserve, Q546 was projecting a negative balance.  Each year, the Scotiabank 
Centre contributes the revenue from the naming rights and their annual surplus to the reserve.  The Reserve 
then funds renovations through the capital project.  Due to the ongoing capital project costs being higher 
than anticipated contributions, a transfer from HRM’s operating surplus of $5,370,000 is being requested, 
to fund the anticipated deficit of the reserve for fiscal 2018/19 and 2019/20. 

On April 10, 2018, Regional Council approved, following a recommendation report (attachment 5), that 
HRM make payment of up to 50% of Halifax Convention Centre costs incurred prior to substantial 
completion of the facility from the 2017-18 projected surplus.  As ongoing operating costs for the Halifax 
Convention Centre are expected to outpace revenues, with HRM responsible for 50% of the deficits, a 
transfer of $2,000,000 to the reserve is being requested.  

Per the Provincial Financial Accounting and Reporting Manual, the surplus of a municipality is to be placed 
into a reserve. The General Contingency Reserve, Q421, receives any year-end surplus, and can then be 
used to fund operating costs, offset deficits, or fund new operating initiatives and/or capital expenditures. 

The table below provides additional details of the General Contingency Reserve, Q421, at March 31, 2018. 

Net available balance, March 31, 2018    $1,105,703 
Transfer into reserve of year-end surplus   $9,790,060 
Revised net available balance, March 31, 2018 $10,895,763 
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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 2018. The proposal 
covered the fiscal years from 2017/18 to 2021/22.  KPMG has completed the audit of the 2017/18 
Consolidated Financial Statements, Miscellaneous Trust Funds, and General Rate Surplus in accordance 
with the requirements of the RFP. 

DISCUSSION 

A detailed presentation will be provided at the meeting. 

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 choose to approve the proposed
recommendations. This is not the recommended option.

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

ATTACHMENTS 

1. Consolidated Financial Statements of the Halifax Regional Municipality for the Year ended
March 31, 2018.

2. General Rate Surplus of the Halifax Regional Municipality for the Year ended March 31, 2018.
3. Financial Statements of the Halifax Regional Municipality Miscellaneous Trust Funds for the Year

ended March 31, 2018.
4. HRM Audit Findings Report – KPMG
5. Staff Report Dated March 21, 2018 - Payments for Halifax Convention Centre and Reserve Update

____________________________________________________________________________________ 

A copy of this report can be obtained online at halifax.ca or by contacting the Office of the Municipal Clerk at 
902.490.4210. 

Report Prepared by: Louis de Montbrun, Manager, Financial Reporting, Finance & Asset Management, 
902.476.0585 & Dave Harley, Senior Financial Consultant, 902.490.4260 

http://www.halifax.ca/
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*This Audit Findings Report should not be used for any other purpose or by anyone other than the audit and finance standing committee. KPMG shall have no responsibility 
or liability for loss or damages or claims, if any, to or by any third party as this Audit Findings Report has not been prepared for, and is not intended for, and should not be 
used by, any third party or for any other purpose. 

Executive summary
Purpose of this report  
The purpose of this Audit Findings Report is to assist you, as a member of the 
Audit and Finance Standing Committee, in your review of the results of our audit 
of the consolidated financial statements of Halifax Regional Municipality (“HRM”) 
as at and for the year ended March 31, 2018. 

This Audit Findings Report builds on the Audit Plan we presented to the Audit 
and Finance Standing Committee on March 21, 2018. 

 

Changes from the Audit Plan  

We have highlighted the significant changes between the Audit Planning Report 
previously presented to you: 

• The Audit Planning Report as originally presented to the Audit and 
Finance Standing Committee on March 21, 2018 included the 
evaluation of the design and implementation and operating 

effectiveness of controls over revenue, capital assets, routine expenses, 
and treasury. 

These procedures were reported in error as we had planned to take a 
fully substantive audit approach in these areas. 

• The Office of the Auditor General performed a procurement audit, 
released May 16, 2018, which highlights control weaknesses in the 
procurement process. While many of these weaknesses do not impact 
controls related to financial reporting,  the impact of weaknesses that 
may impact financial reporting were considered and the type and extent 
of audit evidence obtained was amended where risk assessments 
changed. See page 10. 

Adjustments and differences 
We did not identify any adjustments that were communicated to management 
and subsequently corrected in the financial statements. 
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Executive summary 
Finalizing the audit  
As of July 5, 2018, we have completed the audit of the consolidated financial 
statements, with the exception of certain remaining procedures, which include 
amongst others: 

– receipt of legal letter; 

– receipt of signed management rep letter; 

– completing our discussions with the audit and finance standing committee; 

– obtaining evidence of the Council’s approval of the financial statements. 

We will update the Audit and Finance Standing Committee, and not solely the 
Chair (as required by professional standards), on significant matters, if any, 
arising from the completion of the audit, including the completion of the above 
procedures. Our auditors’ report will be dated upon the completion of any 
remaining procedures.  

Control and other observations 
The significant deficiencies in ICFR that have come to our attention include 
inappropriate access rights in SAP and supporting transactions. See page 12. 

Critical accounting estimates 
Overall, we are satisfied with the reasonability of critical accounting estimates.  

Independence 
We are independent with respect to the Halifax Regional Municipality (and its 
related entities), within the meaning of the relevant rules and related 
interpretations prescribed by the relevant bodies in Canada and any other 
standards or applicable legislation or regulation.  

Significant accounting policies and 
practices 
There have been no initial selections of, or changes to, significant accounting 
policies and practices to bring to your attention.
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Audit risks and results 

Inherent risk of material misstatement is the susceptibility of a balance or assertion to misstatement which could be material, individually or when aggregated with other 
misstatements, assuming that there are no related controls. We highlight our significant findings in respect of significant financial reporting risks as identified in our 
discussion with you in the Audit Plan, as well as any additional significant risks identified.  

Significant financial reporting risks 

We did not identify any significant financial reporting risks. See other areas of focus on page 10. 
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Audit risks and results, cont. 
Professional standards presume the risk of fraudulent revenue recognition and the risk of management override of controls exist in all organizations. 
The risk of fraudulent revenue recognition can be rebutted, but the risk of management override of controls cannot, since management is typically in a unique position to 
perpetrate fraud because of its ability to manipulate accounting records and prepare fraudulent financial statements by overriding controls that otherwise appear to be 
operating effectively. 

Significant financial 
reporting risks Our response and significant findings  

Fraud risk from management 
override of controls 

We have performed the required procedures, which includes substantive testing of journal entries and other adjustments, performing a 
retrospective review of estimates and evaluating the business rationale of significant unusual transactions. 
  
Based on the procedures performed, there were no findings identified requiring communication to the Audit and Finance Standing 
Committee. 
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Critical accounting estimates 

Under PSAS (PS 2130), management is required to disclose information in the consolidated financial statements about the assumptions it makes about the future, and 
other major sources of estimation uncertainty at the end of the reporting period, that have a significant risk of resulting in a material adjustment to carrying amounts of 
assets and liabilities within the next financial year. Generally, these are considered to be “critical accounting estimates.” 

We have summarized our assessment of the subjective areas: 

Asset / liability Balance KPMG comment 
Measurement of employee 
future benefits liability 

$58.2 million Management engages Robertson, Eadie & Associates to perform valuations of employee future benefit plans. 
Employee future benefits are determined based on management’s best estimate of the obligations that have 
accrued to employees for benefits they will receive at or after retirement. In order to determine the obligation, key 
assumptions and estimates are made and used by actuaries to project the benefits based on the demographics of 
the current employees.  
Key assumptions used by the experts include discount rate, interest, inflation and salary projection. 
We have performed procedures to understand the nature, scope and objective of the expert’s work and to evaluate 
the expert’s competence, capabilities and objectivity. 
We relied on management’s experts who prepared the estimate and represented to us that they believed these 
estimates to be reasonable and in accordance with accepted actuarial practice in Canada. 

We believe management’s process for identifying critical accounting estimates is considered adequate.   
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Data & Analytics in the audit 

As previously communicated in our Audit Planning Report, we have utilized Data & Analytics (D&A) in order to enhance the quality and effectiveness of the audit.  

We have summarized areas of the audit where D&A tools and routines were used.  

 

Areas of focus D&A tools and routines   Our results 
Journal Entry Testing 
 

Utilized KPMG application software (IDEA) for the following: 
- evaluate the completeness of the journal entry 

population through a roll-forward of 100% of the 
accounts. 

- analyze and identify journal entries meeting certain 
criteria for further testing. 

 

No adjustments, differences or issues noted as a result of our testing. 
 

Property Tax Revenue Utilized KPMG application software (IDEA) to analyze 
assessed property values by locations (urban, suburban and 
rural) based on raw data extracted from the property tax 
billing software for comparison to the confirmed assessment 
information received by KPMG from Property Valuation 
Services Corporation. This was used in our substantive 
testing of property tax revenue. 

No differences or issues were identified during our testing.  
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Financial statement presentation and disclosure 

The presentation and disclosure of the financial statements are, in all material respects, in accordance with the HRM’s relevant financial reporting framework. 
Misstatements, including omissions, if any, related to disclosure or presentation items are in the management representation letter included in the Appendices.  
We also highlight the following: 

  
Form, arrangement, and 
content of the financial 
statements 

Adequate 
 
 

Application of 
accounting 
pronouncements issued 
but not yet effective 

No concerns at this time regarding future implementation. 
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Other matters
Professional standards require us to communicate to the Audit and Standing Committee other matters, such as identified fraud or non-compliance with laws and 
regulations, consultations with other accountants, significant matters relating to the HRM’s related parties, significant difficulties encountered during the audit, and 
disagreements with management. 
We have highlighted below other significant matters that we would like to bring to your attention: 

Matter KPMG comment 
The Office of the Auditor General 
performed a procurement audit, 
released May 16, 2018, which 
highlights control weaknesses in the 
procurement process.  Certain 
weaknesses related to areas of 
procurement that could impact the 
financial reporting of purchases.  As 
a result, KPMG increased the audit 
risk in this area and amended our 
audit approach.  

In response to the findings of the procurement audit as completed by the Office of the Auditor General, KPMG increased the risk 
of material misstatement of routine expenses to moderate and performed procedures to assess the impact of key control 
weaknesses over the financial reporting of procurement transactions identified by the Auditor General. These included: 
- Segregation of duties relating to creating vendor and processing payment to vendor.
- Segregation of duties relating to individuals that can issue goods receipts, post invoices and enter a purchase order.
- Potential for unauthorized access relating to former employees that remain in the SAP system.
With assistance from IBM and management, KPMG obtained details of individuals and user accounts identified in these control 
weaknesses.  KPMG followed-up on these individuals to identify whether there was evidence that the following had occurred: 
- A user performed duties that were incompatible with their role and resulted in a financial transaction being recorded.
- A former employee accessed the SAP system.
Where evidence indicated either had occurred, KPMG obtained audit evidence as to the business reason for the occurrence. 
KPMG also discussed and reviewed management’s process for assessing the impact of the Auditor General report which 
included the review of SAP audit logs to consider if inappropriate system enforced segregation of duties lead to inappropriate 
processing of financial information. 
All procedures were performed without exception and there was nothing identified that would impact our audit opinion or 
require additional communications with management, the Audit and Finance Standing Committee or Council on this matter. 
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Adjustments and differences 

Adjustments and differences identified during the audit have been categorized as “Corrected adjustments” or “Uncorrected differences”. These include disclosure 
adjustments and differences. Professional standards require that we request of management and the audit committee that all identified differences be corrected. We have 
already made this request of management. 

Corrected adjustments 
We did not identify any adjustments that were communicated to management and subsequently corrected in the financial statements. 

Uncorrected differences 
We did not identify differences that remain uncorrected.  
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Control observations 

In accordance with professional standards, we are required to communicate to the Audit and Finance Standing Committee any control deficiencies that we identified during 
the audit and have determined to be significant deficiencies in ICFR. 

Significant deficiencies  

Description Potential effect 

Appropriate access rights in 
SAP and supporting 
transactions 

As noted by the Auditor General, there were instances of inappropriate system access rights that resulted in poor segregation of duties 
and former employee user accounts not being deactivated on a timely basis. Although other controls within the HRM may exist to detect 
errors or misuse of system access, we support the observation by the Auditor General and encourage management to review access 
rights of SAP users and the processes that support changes to access rights to ensure role based system access is implemented and 
maintained. 
We recommend that two key processes be undertaken to ensure the issues are addressed. First, a review of current state SAP access 
rights be undertaken to ensure users have access that enable them to perform their role. In the event a user is asked to perform duties 
outside their role, for example to cover for vacations, temporary access rights should be granted and procedures followed to increase 
oversight to ensure inappropriate transactions do not occur. Secondly, a review of how user access rights are managed when individuals 
join the organization, change roles or leave the organization should be undertaken. Often a periodic process to validate user access 
rights is required to ensure user access change management procedures are working effectively and correct any mistakes that may have 
occurred. 
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Appendix 1: Required communications 
In accordance with professional standards, there are a number of communications that are required during the course of and upon completion of our audit. These include: 

– Auditors’ report – the conclusion of our audit is set out in our draft auditors’ 
report as attached  

 

– Management representation letter –In accordance with professional 
standards, copies of the management representation letter are provided to 
the Audit Committee. The draft management representation letter is 
attached.  
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Appendix 2: Independence  
KPMG maintains a system of quality control designed to reflect our drive and 
determination to deliver independent, unbiased advice and opinions, and also 
meet the requirements of Canadian professional standards. 

We have prepared the following comments to facilitate our discussion with you 
regarding independence matters. 

Professional standards require that we communicate the related safeguards that 
have been applied to eliminate identified threats to independence or to reduce 
them to an acceptable level. Although we have policies and procedures to ensure 
that we did not provide any prohibited services and to ensure that we have not 
audited our own work, we have applied the following safeguards related to the 
threats to independence listed above: 

– We instituted policies and procedures to prohibit us from making 
management decisions or assuming responsibility for such decisions 

– We obtained management’s acknowledgement of responsibility for the 
results of the work performed by us regarding non-audit services, and we 
have not made any management decisions or assumed responsibility for 
such decisions  



Halifax Regional Municipality Audit Findings Report for the year ended March 31, 2018  
 

 

Appendix 3: Draft Independent Auditors Report  
 
 
 
 
 
 
 
 



 
KPMG LLP Telephone  (902) 492-6000 
Purdy’s Wharf Tower One Fax (902) 492-1307 
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KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG  
network of independent member firms affiliated with KPMG International Cooperative  
(“KPMG International”), a Swiss entity.  
KPMG Canada provides services to KPMG LLP. 

 

INDEPENDENT AUDITORS’ REPORT 
To Mayor and the Councillors of the Halifax Regional Municipality  

We have audited the accompanying consolidated financial statements of the Halifax Regional Municipality, 
which comprise the consolidated statement of financial position as at March 31, 2018 the 
consolidated statements of operations and accumulated surplus, change 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 including the schedule of remuneration of members of council and chief 
administrative officer and consolidated schedules of long-term debt and segment disclosure. 

Management’s Responsibility for the Consolidated Financial Statements 

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

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that 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 well 
as evaluating the overall presentation of the consolidated financial statements. 

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

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated 
financial position of the Halifax Regional Municipality as at March 31, 2018, and its consolidated results of 
operations, its consolidated changes in net financial assets, and its consolidated cash flows for the year 
then ended in accordance with Canadian public sector accounting standards. 

 
Chartered Professional Accountants, Licensed Public Accountants 
July •, 2018 
Halifax, Canada 
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Appendix 4: Draft Management Representation Letter 
 
 
 
 
 
 
 
 



  

 
KPMG LLP 
Chartered Professional Accountants  
Purdy’s Wharf Tower I 
1959 Upper Water Street, Suite 1500 
Halifax, Nova Scotia, B3J 3N2 
Canada 

July •, 2018 

Ladies and Gentlemen: 

We are writing at your request to confirm our understanding that your audit was for the purpose of 
expressing an opinion on the consolidated financial statements (hereinafter referred to as “financial 
statements”) of Halifax Regional Municipality (“the Entity”) as at and for the period ended March 31, 
2018. 

General: 

We confirm that the representations we make in this letter are in accordance with the definitions as 
set out in Attachment I to this letter. 

We also confirm that, to the best of our knowledge and belief, having made such inquiries as we 
considered necessary for the purpose of appropriately informing ourselves: 

Responsibilities: 

1) We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated 
February 6, 2018, including for: 

a) the preparation and fair presentation of the financial statements and believe that these 
financial statements have been prepared and present fairly in accordance with the 
relevant financial reporting framework. 

b) providing you with all information of which we are aware that is relevant to the 
preparation of the financial statements, such as all financial records and documentation 
and other matters, including (i) the names of all related parties and information 
regarding all relationships and transactions with related parties; and (ii) the complete 
minutes of meetings, or summaries of actions of recent meetings for which minutes 
have not yet been prepared, of shareholders, board of directors and committees of the 
board of directors that may affect the financial statements, and providing you with 
access to such relevant information. All significant board and committee actions are 
included in the summaries. 

c) providing you with additional information that you may request from us for the purpose 
of the engagement. 



  

d) providing you with unrestricted access to persons within the Entity from whom you 
determined it necessary to obtain audit evidence. 

e) such internal control as we determined is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or 
error. We also acknowledge and understand that we are responsible for the design, 
implementation and maintenance of internal control to prevent and detect fraud. 

f) ensuring that all transactions have been recorded in the accounting records and are 
reflected in the financial statements. 

g) providing you with written representations that you are required to obtain under your 
professional standards and written representations that you determined are necessary. 

h) ensuring that internal auditors providing direct assistance to you, if any, were instructed 
to follow your instructions and that management, and others within the entity, did not 
intervene in the work the internal auditors performed for you. 

Internal control over financial reporting: 

2) We have communicated to you all deficiencies in the design and implementation or 
maintenance of internal control over financial reporting of which we are aware. 

Fraud & non-compliance with laws and regulations: 

3) We have disclosed to you: 

a) the results of our assessment of the risk that the financial statements may be materially 
misstated as a result of fraud. 

b) all information in relation to fraud or suspected fraud that we are aware of and that 
affects the financial statements and involves: management, employees who have 
significant roles in internal control over financial reporting, or others, where the fraud 
could have a material effect on the financial statements. 

c) all information in relation to allegations of fraud, or suspected fraud, affecting the 
financial statements, communicated by employees, former employees, analysts, 
regulators, or others. 

d) all known instances of non-compliance or suspected non-compliance with laws and 
regulations, including all aspects of contractual agreements, whose effects should be 
considered when preparing financial statements. 

e) all known actual or possible litigation and claims whose effects should be considered 
when preparing the financial statements. 

Subsequent events: 

4) All events subsequent to the date of the financial statements and for which the relevant 
financial reporting framework requires adjustment or disclosure in the financial statements 
have been adjusted or disclosed. 



  

Related parties: 

5) We have disclosed to you the identity of the Entity’s related parties. 
6) We have disclosed to you all the related party relationships and transactions/balances of 

which we are aware. 

7) All related party relationships and transactions/balances have been appropriately accounted 
for and disclosed in accordance with the relevant financial reporting framework. 

Estimates: 

8) Measurement methods and significant assumptions used by us in making accounting 
estimates, including those measured at fair value, are reasonable. 

Going concern: 

9) We have provided you with all information relevant to the use of the going concern 
assumption in the financial statements. 

Non-SEC registrants or non-reporting issuers: 

10) We confirm that the Entity is not a Canadian reporting issuer (as defined under any 
applicable Canadian securities act) and is not a United States Securities and Exchange 
Commission (“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 2002). We also 
confirm that the financial statements of the Entity will not be included in the consolidated 
financial statements of a Canadian reporting issuer audited by KPMG or an SEC Issuer 
audited by any member of the KPMG organization. 

Assets & liabilities – general:  

11) The Entity has satisfactory title to all assets. 

12) There are no liens or encumbrances on the Entity’s assets. 

13) We have no plans or intentions that may affect the carrying amount or classification of 
assets and liabilities. 

 Contractual agreements:  

14) The Entity has complied with all aspects of contractual agreements that would have a 
material effect on the financial statements in the event of non-compliance including 
violations or default of the covenants in the Entity’s debt agreements. 

Environmental matters:  

15) The Entity has appropriately recognized, measured and disclosed environmental matters in 
the financial statements, including estimated closure costs related to landfills. 

Employee future benefits:  

16) The employee future benefit costs, assets and obligations, if any, have been determined, 
accounted for and disclosed in accordance with the financial reporting framework. 



  

17) The employee future benefit costs, assets and obligations have been determined, 
accounted for and disclosed in accordance with PSAS 3250 and 3255.  In particular: 

a) each actuarial assumption used reflects management's best estimate solely with respect 
to that individual assumption, determined on a basis that the plan will continue to be in 
effect in the absence of evidence to the contrary; 

b) the set of actuarial assumptions for each plan are individually consistent; 

c) the discount rate used to determine the accrued benefit obligation for each plan was 
determined by reference to market interest rates at the measurement date on high-quality 
debt instruments with cash flows that match the timing and amount of expected benefit 
payments; or inherent in the amount at which at the accrued benefit obligation could be 
settled. 

Experts/Specialists:  

18) The information provided by us to Eckler and Robertson Eadie & Associates and used in the 
work and findings of the experts are complete and accurate.  We agree with the findings of 
the experts in evaluating the employee future benefits disclosure and have adequately 
considered the qualifications of the experts in determining the amounts and disclosures used 
in the financial statements and underlying accounting records.  We did not give or cause any 
instructions to be given to the experts with respect to the values or amounts derived in an 
attempt to bias their work, and we are not otherwise aware of any matter that have had an 
impact on the independence and objectivity of the experts.  

Contingent liabilities: 

19) The Entity is subject to a number of legal matter including lawsuits and complaints that could 
result in a future settlement.  We have provided you with a complete listing of all identified 
matters with an estimated or potential settlement of greater than $100,000 if the Entity is 
considered at fault or decides to settle the matter.  All material matters, individually and in 
aggregate, have been considered under the accounting framework and where significant 
have been measured and/or disclosed in the financial statements. 



  

 Yours very truly, 

 

_______________________________________ 
Jacques Dubé, Chief Administrative Officer 

_______________________________________ 
Jerry Blackwood, Chief Financial Officer 

 

cc: Audit and Finance Standing Committee 



  

Attachment I – Definitions 
Materiality 

Certain representations in this letter are described as being limited to matters that are material. 
Misstatements, including omissions, are considered to be material if they, individually or in the 
aggregate, could reasonably be expected to influence the economic decisions of users taken on the 
basis of the financial statements. Judgments about materiality are made in light of surrounding 
circumstances, and are affected by the size or nature of a misstatement, or a combination of both. 

Fraud & error 

Fraudulent financial reporting involves intentional misstatements including omissions of amounts or 
disclosures in financial statements to deceive financial statement users. 

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false 
or misleading records or documents in order to conceal the fact that the assets are missing or have 
been pledged without proper authorization. 

An error is an unintentional misstatement in financial statements, including the omission of an 
amount or a disclosure. 

Related parties 

In accordance with Canadian public sector accounting standards related party is defined as: 

• When one party has the ability to exercise control or shared control over the other. Two or more 
parties are related when they are subject to common control or shared control. Related parties 
also include key management personnel and close family members.  

In accordance with Canadian public sector accounting standards a related party transaction is 
defined as: 

• A transfer of economic resources or obligations between related parties, or the provision of 
services by one party to a related party. These transfers are related party transactions whether 
or not there is an exchange of considerations or transactions have been given accounting 
recognition. The parties to the transaction are related prior to the transaction. When the 
relationship arises as a result of the transaction, the transaction is not one between related 
parties. 
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Appendix 5: Audit Quality and Risk Management 
KPMG maintains a system of quality control designed to reflect our drive and determination to deliver independent, unbiased advice and opinions, and also meet the 
requirements of Canadian professional standards.  Quality control is fundamental to our business and is the responsibility of every partner and employee. The following 
diagram summarises the six key elements of our quality control systems.  
Visit our Audit Quality Resources page for more information including access to our audit quality report, Audit quality: Our hands-on process. 
  

Independence, 
integrity, ethics 
and objectivity 

Personnel 
management 

Acceptance & 
continuance of 

clients / 
engagements 

Engagement 
performance 

standards 

Independent 
monitoring 

Other risk 
management 

quality controls 

– Other controls include: 

– Before the firm issues its audit 
report, the Engagement Quality 
Control Reviewer reviews the 
appropriateness of key elements 
of publicly listed client audits. 

– Technical department and 
specialist resources provide real-
time support to audit teams in the 
field. 

– We conduct regular reviews of 
engagements and partners. 
Review teams are independent 
and the work of every audit 
partner is reviewed at least once 
every three years. 

– We have policies and guidance to 
ensure that work performed by 
engagement personnel meets 
applicable professional standards, 
regulatory requirements and the 
firm’s standards of quality. 

– All KPMG partners and staff are 
required to act with integrity and 
objectivity and comply with 
applicable laws, regulations and 
professional standards at all 
times. 

– We do not offer services that would 
impair our independence. 

– The processes we employ to help 
retain and develop people include: 

– Assignment based on skills and 
experience;  

– Rotation of partners; 
– Performance evaluation;  
– Development and training; and 
– Appropriate supervision and 

coaching. 

– We have policies and procedures 
for deciding whether to accept or 
continue a client relationship or to 
perform a specific engagement for 
that client. 

– Existing audit relationships are 
reviewed annually and evaluated to 
identify instances where we should 
discontinue our professional 
association with the client. 

https://home.kpmg.com/ca/en/home/services/audit/audit-quality-resources.html
https://home.kpmg.com/content/dam/kpmg/ca/pdf/2018/01/kpmg-2017-audit-quality-en.pdf
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Appendix 6: Background and professional standards  
Internal control over financial reporting 
As your auditors, we are required to obtain an understanding of internal control 
over financial reporting (ICFR) relevant to the preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate 
in the circumstances for the purpose of expressing an opinion on the financial 
statements, but not for the purpose of expressing an opinion on internal control. 
Accordingly, we do not express an opinion on the effectiveness of internal 
control. 

Our understanding of ICFR was for the limited purpose described above and was 
not designed to identify all control deficiencies that might be significant 
deficiencies and therefore, there can be no assurance that all significant 
deficiencies and other control deficiencies have been identified. Our awareness 

of control deficiencies varies with each audit and is influenced by the nature, 
timing, and extent of audit procedures performed, as well as other factors. 

The control deficiencies communicated to you are limited to those control 
deficiencies that we identified during the audit. 

Documents containing or referring to the 
audited financial statements  
We are required by our professional standards to read only documents 
containing or referring to audited financial statements and our related auditors’ 
report that are available through to the date of our auditors’ report. The objective 
of reading these documents through to the date of our auditors’ report is to 
identify material inconsistencies, if any, between the audited financial statements 
and the other information. We also have certain responsibilities, if on reading the 
other information for the purpose of identifying material inconsistencies, we 
become aware of an apparent material misstatement of fact. 

We are also required by our professional standards when the financial 
statements are translated into another language to consider whether each 
version, available through to the date of our auditors’ report, contains the same 
information and carries the same meaning. 
 

 

 



Halifax Regional Municipality Audit Findings Report for the year ended March 31, 2018  
 

 

Appendix 7: Lean in AuditTM  
An innovative approach leading to 
enhanced value and quality 
Our new innovative audit approach, Lean in Audit, further improves audit value 
and productivity to help deliver real insight to you. Lean in Audit is process-
oriented, directly engaging organizational stakeholders and employing hands-on 
tools, such as walkthroughs and flowcharts of actual financial processes. 

By embedding Lean techniques into our core audit delivery process, our teams 
are able to enhance their understanding of the business processes and control 
environment within your organization – allowing us to provide actionable quality 
and productivity improvement observations. 

Any insights gathered through the course of the audit will be available to both 
engagement teams and yourselves. For example, we may identify control gaps 
and potential process improvement areas, while companies have the opportunity 
to apply such insights to streamline processes, inform business decisions, 
improve compliance, lower costs, increase productivity, strengthen customer 
service and satisfaction and drive overall performance. 

 

How it works 

 
 
 

•Provide basic Lean training and equip our teams with a new Lean 
mind-set to improve quality, value and productivity. 

1. Lean training

• Perform interactive workshops to conduct walkthroughs of 
selected financial processes providing end to end transparency and 
understanding of process and control quality and effectiveness. 

2. Interactive workshops 

• Quick and pragmatic insight report including your teams 
immediate quick win actions and prioritized opportunities to realize 
benefit.

3. Insight reporting
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Appendix 8: New Auditor Reporting 
In response to investors demanding more than a binary pass/fail opinion from the 
auditors’ report, the new and revised auditor reporting standards have introduced 
significant changes to the traditional auditors’ report we provide.  

In April 2017, the Auditing and Assurance Standards Board (AASB) in Canada 
approved the new and revised auditor reporting standards as Canadian Auditing 
Standards (CASs).  

What’s new? 
Highlights of the new auditors’ report include: 

Change Applicability  

Re-ordering of the auditors’ 
report including moving 
opinion to the first section 

Listed and non-listed entities  

Expanded descriptions of 
management’s, those 
charged with governance and 
auditors’ responsibilities  

Listed and non-listed entities  

Disclosure of name of the 
engagement partner 

Listed entities  

Description of key audit 
matters (KAMs) 

Applicable only when required by law or regulation 
or when the auditors is engaged to do so 

When are the new requirements effective? 
The new and revised standards in Canada will be effective for audits of financial 
statements for periods ending on or after December 15, 2018 with early application 
permitted



 

 

KPMG LLP, an Audit, Tax and Advisory firm (kpmg.ca) and a Canadian limited liability partnership established under the laws of Ontario, is the Canadian member firm of KPMG International Cooperative (“KPMG International”). 

 KPMG member firms around the world have 174,000 professionals, in 155 countries. 

The independent member firms of the KPMG network are affiliated with KPMG International, a Swiss entity. Each KPMG firm is a legally distinct and separate entity, and describes itself as such. 

© 2018 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 
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Item No.   14.2.3
Halifax Regional Council 

  April 10, 2018 

TO: Mayor Savage and Members of Halifax Regional Council 

Original Signed 

SUBMITTED BY: Councillor Bill Karsten, Chair, Audit and Finance Standing Committee 

DATE: March 21, 2018 

SUBJECT: Payments for Halifax Convention Centre and Reserve Update 

ORIGIN 

Motion passed by the Audit and Finance Standing Committee at a meeting held on March 21, 2018. 

LEGISLATIVE AUTHORITY 

Section 8 of the Audit and Finance Standing Committee’s Terms of Reference: 

The Audit and Finance Standing Committee shall review and make recommendations on 
proposals coming to the Council outside of the annual budget or tender process including: 
(a) new programs or services not yet approved or funded;
(b) programs or services that are being substantially altered;
(c) proposed changes in any operating or project budget items;
(d) the commitment of funds where there is insufficient approved budget;
(e) new or increased capital projects not within the approved budget;
(f) increases in project budget due to cost sharing; and
(g) the creation or modification of reserves and withdrawals not approved in the

approved budget.

RECOMMENDATION 

The Audit and Finance Standing Committee recommend Halifax Regional Council approve: 
1. A payment of $301,500 in respect of costs incurred for the Halifax Convention Centre for the period

2016-17;
2. Subject to confirmation of the final 2017-18 year end, payment of up to 50% of Halifax Convention

Centre costs incurred prior to substantial completion of the facility from the 2017-18 projected
surplus; and,

3. That staff return with additional updates and recommendations on the Halifax Convention Centre
including an updated Business Case for the Halifax Convention Centre Reserve that includes Deed
Transfer Taxes related to the Nova Centre.

Attachment 5
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Council Report - 2 - April 10, 2018  
 
BACKGROUND 
 
A staff report regarding this matter was submitted to the March 21, 2018 meeting of the Audit and Finance 
Standing Committee. 
 
DISCUSSION 
 
The Standing Committee considered the report and passed a motion endorsing the staff recommendation 
as noted above. 
 
FINANCIAL IMPLICATIONS 
 
The attached staff report dated March 6, 2018 addresses Financial Implications. 
 
RISK CONSIDERATION 
 
The attached staff report dated March 6, 2018 advises that there are no risks. 
 
COMMUNITY ENGAGEMENT 
 
The Audit & Finance Standing Committee meetings are open to public attendance, a live webcast is 
provided of the meeting, and members of the public are invited to address the Committee for up to five 
minutes at the end of each meeting during the Public Participation portion of the meeting. The agenda, 
reports, minutes, and meeting video of the Audit & Finance Standing Committee are posted on Halifax.ca 
 
ENVIRONMENTAL IMPLICATIONS 
 
None. 
 
ALTERNATIVES 
 
The Standing Committee did not provide alternatives. 
 
ATTACHMENTS 
 
Attachment 1:  Staff report dated March 6, 2018. 
 
 
 
A copy of this report can be obtained online at halifax.ca or by contacting the Office of the Municipal Clerk at 
902.490.4210. 
 
Report Prepared by: Sheilagh Edmonds, Legislative Assistant 902.490.6520 
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Item No. 
Audit & Finance Standing Committee 

March 21, 2018 

TO: Chair and Members of Audit & Finance Standing Committee 

SUBMITTED BY: Original signed 

Jacques Dubé, Chief Administrative Officer 

DATE: March 6, 2018 

SUBJECT: Payments for Halifax Convention Centre & Reserve Update 

ORIGIN 

December 13, 2010 Council motion to support the development of a new convention centre in downtown 
Halifax, as per the terms negotiated with the Province of Nova Scotia. 

July 10, 2012 Council motion that Halifax Regional Council authorize the Mayor and Municipal Clerk to 
execute the attached Memorandum of Agreement outlining the construction, operational and financial 
agreements surrounding the new downtown convention centre. 

May 26, 2015 Information Report - Halifax Convention Centre Update 

LEGISLATIVE AUTHORITY 

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

Halifax Charter, section 93(1 ) - The Council shall make estimates of the sums that are required by the 
Municipality for the fiscal year. 

Halifax Charter, section 35(2)(d)(i) - 
(2) The Chief Administrative Officer may

(d) subject to policies adopted by the Council,
(i) make or authorize expenditures, and enter into contracts on behalf of the

Municipality, for anything required for the Municipality where the amount of the 
expenditure is budgeted or within the amount determined by the Council by policy, and 
may delegate this authority to employees of the Municipality, 

        RECOMMENDATION ON PAGE 2 
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RECOMMENDATION 
 
The Audit and Finance Standing Committee recommends that Regional Council approve: 
 

(1) A payment of $301,500 in respect of costs incurred for the Halifax Convention Centre for the 
period 2016-17;  

(2) Subject to confirmation of the final 2017-18 year end, payment of up to 50% of Halifax 
Convention Centre costs incurred prior to substantial completion of the facility from the 2017-
18 projected surplus; and, 

(3) That staff return with additional updates and recommendations on the Halifax Convention 
Centre including an updated Business Case for the Halifax Convention Centre Reserve that 
includes Deed Transfer Taxes related to the Nova Centre.  

 
 
BACKGROUND 
 
The Halifax Convention Centre (HCC) reached substantial completion on March 1, 2018.  The HCC is part 
of a much larger private complex, the Nova Centre.  The Nova Centre includes an office tower, hotel, retail, 
underground parking and the Convention Centre.  The Convention Centre is leased by the Province of 
Nova Scotia with the capital costs, debt and interest included in the lease payment.  Events East has taken 
over the operations of the HCC from the Joint Steering Committee. 
 
HRM is not a party to the lease agreement but is a 50/50 partner with the Province on the Convention 
Centre.  Through a series of negotiations, HRM Regional Council signed a Memorandum of Understanding 
(MOU) agreeing to equally share in the costs of the new convention centre with the Province.   That sharing 
of costs includes all operating and capital costs.  The total cost of the convention centre also includes the 
cost of supporting conventions at the Convention Centre through Events East, as well as those lifecycle 
costs not covered by the Province’s lease arrangement. HRM is obligated to begin paying its share of the 
costs upon substantial completion of the convention centre.     
 
As part of its funding strategy, HRM established a Convention Centre Reserve (Q521).  All commercial 
property taxes from the Nova Centre including the office tower, hotel, retail, underground parking and the 
Convention Centre itself are placed within the reserve.  Those revenues (and the funds for the existing 
World Trade and Convention Centre) are used to offset the annual costs under the MOU.   
 
 
DISCUSSION 
 
When the MOU was approved by Council in 2010 there was no other office construction underway in the 
downtown core.  It was anticipated at the time of the MOU that the full build-out and occupancy of the Nova 
Centre would not occur for several years after the completion of the convention centre.  As such, the annual 
taxes from the Nova Centre were not expected to fully offset the HCC payments until Year 6.   For instance, 
in Year 1 of the HCC opening, taxes were expected to be $1.8m short, with the shortfall covered by funds 
built up in the reserve prior to the opening of the HCC.    
 
Currently the convention centre has reached substantial completion.  The office tower is finished and is 
approximately 30% occupied.   An operator for the hotel has just been selected.  At present, the Property 
Valuation Services Corporation (PVSC) assesses the Nova centre as one assessment account with a value 
of $200m.  As such, separate values for the office tower and hotel are not available but may become 
apparent through the assessment appeal process. 
 
Since 2010 there has been considerable office construction in downtown Halifax leading to higher 
vacancies than expected and downward pressure on office leases.  Hence, rather than assessments 
growing as expected, assessments in the downtown office market have declined.  Along with declines in 
the commercial tax rates this has increased the shortfall by $900,000, from the anticipated $1.8m to $2.7m.  
Combined with higher operating costs ($600,000) and other items ($200,000) this means a total shortfall of 
$3.5m (not $1.8m) in 2018-19.  As planned, the shortfall is still to be funded through the HCC Reserve with 
no impact upon the 2018-19 general tax rates. 
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Tax revenues for the Nova Centre will increase as the office tower is leased up and as the hotel is finished 
and occupied.  However, there is considerably more office space downtown than in past years, leading to 
lower office rents and hence lower assessed values than would exist otherwise.  While the economy 
remains strong, it is extremely difficult to ascertain when assessments for the downtown office market will 
again start to rise.  This broader downtown trend will continue to affect the HCC reserve with the reserve 
balance being negative into the medium term (See Attachment Two).  In the next two to four years there 
may be a reserve shortfall of between $5m to $8m.  Staff intend to return to Council with additional updates 
and possible revisions to the Business Case for the HCC reserve.  In particular, any Deed Transfer Tax 
revenues related to the Nova Centre could be deposited into the reserve.  In addition, a portion of the 2017-
18 projected surplus may need to be directed into the HCC reserve. 
 
Interim Period Costs 
 
In 2014-15 the Province approached HRM on cost sharing interim period costs such as marketing and other 
costs with the Province prior to substantial completion.  Staff budgeted funds for 2014-15 for marketing and 
other costs on a 50/50 shared basis.  Regional Council was provided with an information report (May 26, 
2015) and funds were budgeted in fiscal services (see attachment 3).  As per the Information Report, these 
funds were again budgeted in 2015-16 and 2016-17. The 2016-17 budget for these costs was $1,219,000.  
In the Winter of 2016 a payment of $890,500 was made to Events East.  In 2016, the Province approached 
HRM and asked to be reimbursed for $301,500 in payments the Province made to Events East.  The request 
includes two items that had not appeared in the information report (ICT Peripherals and Governance) and 
one that exceeded the amounts in the Information Report (Sales and Marketing).  The amounts requested 
are legitimate expenditures that were made by Events East.  Staff could not pay these amounts as they 
were not within the MOU or the Information Report; and, had not otherwise been authorized by Regional 
Council.   
 
The Information Report anticipated the Convention facility opening in 2016 and provided for additional funds 
in 2014-15 through 2016-17.  In 2017 HRM budgeted for costs following substantial completion but no 
additional interim period costs were budgeted for sales and marketing or other transition costs.  As such, 
there is no authority from Council to pay any 2017-18 amounts prior to substantial completion.   
 
 

 
 
 
 
 

Tax and Other 

Revenues

Payment for 

HCC

Excess/ 

(Shortfall) 

Reserve 

Balance

Original Estimate 5,071,000 -6,922,574 -1,851,574 5,923,074

Revised Estimate 3,941,000 -7,490,000 -3,549,000 2,020,000

Summary of Original and Revised Estimates

Lease Costs  +  = T otal

 P&I  Before March 1 st  After March 1st  Incentives 

Provincial Share 456,956              4,053,57 0         188,115               1,010,000             5,7 08,641          

Municipal Share 456,956              -                        188,115               -                        645,07 1              

Total 913,911               4,053,57 0         37 6,230              1 ,010,000         6,353,7 11           

Events East

Note:  Events East costs are estmates and are subject to audit.  All amounts are prorated based on 31 days for 2017-18.  Excludes costs 

for the former WTCC building which end with substantial completion of the HCC.

Cost Sharing under the HCC MOU for 2017-18
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In 2017-18 the estimated operating costs for the HCC are projected at $6.4m. Of the $6.4m, Council is 
obligated to pay an estimated $645,000 under the MOU (ie, the period starting after substantial completion 
on March 1, 2018).  This would come out of the Convention Centre Reserve (Q521).  The remaining funds 
include $1m in incentives for conference participants disadvantaged by the delayed opening of the facility 
plus just over $4m in ongoing operating costs.  These amounts would be fully borne by the Province and 
not shared 50/50 with HRM.  Should Regional Council agree, HRM’s 50% share of the ongoing operating 
costs would be approximately $2,027,000. 
 
In addition to the above $6.4m total costs, there could be as much as $1.5m in capital and smallware costs 
to be paid by HRM once final information becomes available. 
 
Summary: 
The new Halifax Convention Centre is currently exceeding expectations for convention bookings.  The 
facility shows every sign of being extremely successful and contributing to the economic and cultural life of 
the Province.  As a long-term partner in its success, HRM should also be a full partner in its costs.  It has 
paid interim period costs from 2014-15 through to 2016-17.  In good faith and as a full partner it should 
contribute to the remaining interim period costs.  If Regional Council agreed to share in the remaining costs 
for 2017-18 (other than the incentives due to construction delay), it would cost an estimated $2,027,000. 
 
 
FINANCIAL IMPLICATIONS 
 
In 2016-17, $301,500 was accrued but not paid pending Council Approval.  If Council agreed to authorize 
this payment there would be no additional financial impact to the organization.  If Council does not authorize 
the payment, the accrual would be reversed and the organization would have an additional savings of 
$301,500. 
 
If Regional Council agreed to pay out the anticipated $2,027,000, this amount would be funded in M250 
and would lower the projected surplus for 2017-18 by $2,027,000.  The exact amount would need to be 
confirmed once the 2017-18 fiscal year end for Events East is concluded.  Regional Council will be updated 
on amounts required from the surplus as final information becomes available.    
 
In addition, funding of $1.5m for capital and other items may be required once final information becomes 
available.  Funding may also be required for other transition purposes including cash flow.  Staff will return 
with additional information and updates as necessary. 
 
 
RISK CONSIDERATION 
 
There are no risks specifically associated with this report. 
 
 
COMMUNITY ENGAGEMENT 
 
No community engagement was necessary. 
 
 
ENVIRONMENTAL IMPLICATIONS 
 
There are no environmental implications. 
 
 
ALTERNATIVES 
 
Regional Council could decline to pay out additional amounts for the period prior to substantial completion.  
 
Regional Council could pay the $2,027,000 from the Convention Centre reserve.  This is not recommended 
as it would leave the reserve in a deficit for 2019-20. 
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ATTACHMENTS 
 
Attachment 1 -  Amounts Requested Under the May 26, 2015 Information Report 
Attachment 2 -  Summary of Original vs revised Funding 
Attachment 3 -  Halifax Convention Centre Update, Information Report, May 26, 2015 
Attachment 4 -  Memorandum of Agreement – Halifax Convention Centre, July 11, 2012 
 
 
 
A copy of this report can be obtained online at halifax.ca or by contacting the Office of the Municipal Clerk at 
902.490.4210. 
 
Report Prepared by: Bruce Fisher, MPA, CPA CMA, Manager of Financial Policy and Planning, Finance and 

Asset Management, 902.490.4493 
 
   Original signed 
Report Approved by:  
   John Traves, Q.C., Director of Legal Services, 902.490.4219 
 
 Original signed  
Financial Approval by:  

Jerry Blackwood, Acting Director of Finance and Asset Management/CFO, 902.490.6308 
 
 
 
 
 

http://www.halifax.ca/


ATTACHMENT 1 
 
 

Amounts Requested Under the May 26, 2015 Information Report 
 
 

 
 
 
 

HRM Budget 
2016-17

Feb 17/17 - 
Paid to TCL

Invoiced by 
PNS  - April 

2017
Total

2016-17 2016-17 2016-17 2016-17 2016-17
HCC Operations
HCC Sales and Marketing 663,000 633,000 156,000 789,000
Event Management System 0
Operational Readiness – Carried from 14/15 0
Operational Readiness 315,500 257,500 -500 257,000
Time and Attendance System (TCA) 272,500 0
ICT Peripherals 38,000 38,000
Governance 108,000 108,000

Total 1,251,000      1,219,000      890,500          301,500          1,192,000       

 Information 
Report - May 

26, 2015 



Year Expected 
Shortfall

Revised 
Shortfall

Expected 
Reserve 
Balance

Revised 
Reserve 
Balance

(December 201 0) (March 201 8) (December 201 0) (March 201 8)

1 -1,852,000 -3,549,000 5,923,000 2,020,000
2 -1,284,000 -3,709,000 4,846,000 -1,689,000
3 -1,047,000 -3,235,000 3,968,000 -4,924,000
4 -897,000 -2,868,000 3,210,000 -7,792,000
5 -739,000 -2,263,000 2,583,000 -10,055,000
6 -305,000 -1,951,000 2,368,000 -12,006,000
7 156,000 -1,758,000 2,607,000 -13,764,000
8 654,000 -1,555,000 3,352,000 -15,319,000
9 840,000 -1,342,000 4,309,000 -16,661,000

10 1,430,000 -1,119,000 5,890,000 -17,780,000

Summary of Original vs Revised Funding

Note: Assumes assessed v alues start to recov er in Year 5 through 7 .

ATTACHMENT 2
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Item No.     6              
  Halifax Regional Council 

May 26, 2015 

TO: Mayor Savage and Members of Halifax Regional Council 

SUBMITTED BY:     

Greg Keefe, Director Finance and ICT 

DATE: May 05, 2015 

SUBJECT: Halifax Convention Centre Update 

INFORMATION REPORT 

ORIGIN 

December 13, 2010 Council motion to support the development of a new convention centre in downtown 
Halifax, as per the terms negotiated with the Province of Nova Scotia.  

July 10, 2012 Council motion that Halifax Regional Council authorize the Mayor and Municipal Clerk to 
execute the attached Memorandum of Agreement outlining the construction, operational and financial 
agreements surrounding the new downtown convention centre. 

LEGISLATIVE AUTHORITY 

Not Applicable 

BACKGROUND 

The Memorandum of Agreement approved by Council on July 10, 2012 provided for:  
• Equal cost sharing by the Federal Government, Province and HRM for a fixed price

construction contract
• Equal cost sharing between the Province and HRM on the ongoing operations of the facility

for the term of the lease
• The Facility Operator will be a public sector entity, governed by a competency based Board

of Directors, appointed jointly by the Province and HRM

DISCUSSION 

Governance 

Joint Steering Committee 
To provide oversight during the period between the signing of the MOU between the Province and Halifax 
and the creation of the Halifax Convention Centre Corporation (HCC), staff established a Joint Steering 
Committee. This has been co-chaired by the Deputy Minister (DM) of Economic and Rural Development 

ATTACHMENT 3
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and Tourism (ERDT) for the Province and the Chief Administrative Officer (CAO) for Halifax. The 
Provincial co-chair will transition to the DM of the Department of Business. It meets monthly and provides 
guidance to staff of the Province, Halifax and Trade Centre Limited on issues related to the HCC. 

 
Legislation 
 
In the Spring 2014 session, the Province passed the Halifax Convention Centre Act. This legislation: 

 creates the public sector corporation,  Halifax Convention Centre Corporation (HCC); 
 defines the objects of the corporation as;  

o “to operate, maintain and manage the activities of the Halifax Convention Centre 
in a manner that will promote and develop economic development, tourism and 
industry in the Province generally, and the Municipality in particular, in 
accordance with strategic directions established by the Board and approved by 
the Chief Administrative Officer and the Minister” and 

o “includes other activities as approved by the Chief Administrative Officer and the 
Minister.” 

 provides for a Board of Directors, their qualifications, the appointment process and their 
authority; 

 provides for the issuance of capital stock. Two shares, to be known as the "Principal 
Shares", one of each to be issued to HRM and one to the Minister on behalf of the 
Province; 

 provides for the transition of staff from Trade Centre Limited to HCC 
 
The Board of Directors will consist of 8 persons, four appointed by the Province and four by HRM. In 
appointing the Board, Regional Council and the Minister shall take into consideration expertise, 
competency, and other factors as may be set out in the by-laws of the Corporation. The Board will elect 
the Chair.   

 
The following persons are disqualified from being a member of the Board:  
(a) a person who is less than nineteen (19) years of age;  
(b) a person who is of unsound mind and has been so found by a Court in Canada or elsewhere;  
(c) a person who is not an individual;  
(d) a person who has the status of bankrupt;  
(e) a person who does, or did in the prior ten (10) calendar years, hold the position of a member            
of a federal or provincial  legislature in Canada or a member of a municipal council in Canada 

 
The Board will appoint a person to be President and Chief Executive Officer. 
 
Upon proclamation of the legislation, planned for fall 2015, the CAO of Halifax and the DM of the 
Department of Business will become the Interim Board of HCC. They will deal with transition activities 
such as staffing and the initial budget.  Recruitment for the Board will take place during winter 2015/16, 
with the appointment of the Board effective April 1, 2016. 

 
Design Construction and Lease Agreements 
  
As per the MOU with the Province, the Province is the lead in negotiating the agreements with the 
developer. HRM has observer status. The Design Construction Agreement is the construction agreement 
that sets out the building specifications (square footage, number of rooms, ceiling heights, fit and finish 
and equipment as an example). The lease will be between the Province and the developer, with HRM 
reimbursing the Province. The lease lays out the responsibilities for each party, what the developer will 
pay to repair and maintain as well the tenant’s (Halifax Convention Centre) obligations. The lease also 
speaks to the integration of the other units in the complex.  
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The lease costs are broken out into a number of components: 

 The first cost is the base rent, or the cost of design, construction and land. This amount is fixed 
for the 25 year term of the lease. The base rent is the principal and interest costs to design and 
build the facility (less the Federal payment paid at substantial completion) amortized over the 25 
years plus a rent payment for land. The design and construction costs are fixed and the interest 
rate will be fixed when the agreement is signed so there will be certainty in the cost to be shared. 
The land rent payment is also fixed. 

 The second cost is the operating cost of the facility that will be supplied by the owner such as 
cleaning, security, pest control, waste removal etc. 

 The third costs are costs that are paid directly by the Halifax Convention Centre. These are 
separately metered utilities, property taxes (if taxes are assigned to individual condo units), 
insurance, operating and maintenance of the interior of the Convention Centre spaces, etc.  

 The final category of costs are CAM or common area costs. These are the costs for cleaning and 
maintaining areas of the complex that are shared by all tenants in the complex. As an example 
operating and maintenance of common systems, cleaning of shared spaces or snow removal. 

 
These costs will be shared on a 50% basis with the exception of property taxes. The MOU sets out the 
allocation for the payment of property taxes.   
 
The negotiation process between the Province and the developer also involves validation that the final  
convention centre plans align with the RFP details and commitments. The plans for the full complex will 
also be reviewed by the Province to ensure the cost allocation of the common areas is equitable.  When 
this process is final, the Province and the developer will sign the lease. HRM will not be a signatory. 
 
The lease will contain a commitment for the substantial completion date. The working date for substantial 
completion is September 2016, which will allow an opening date of January 2017. No funds will flow to 
the developer until the substantial completion date. At that time the federal commitment to the project will 
be paid to the developer ($51.4 m). The balance of the capital costs will then be amortized over the 25 
year term of the lease and shared equally between the Province and HRM. In order to ensure that the 
interest rate received for financing the convention centre is attractive, the ability for the Province to 
terminate the lease is very limited. The Province is looking at a number of options, such as purchasing 
insurance, and provisions in the lease to mitigate the risk.   
 
Interim Period 

 
Marketing and Sales 
The number of national and international clients choosing Nova Scotia’s new Halifax Convention Centre 
to host their events continues to grow. TCL is on track to achieve the public market projections. While the 
change in opening date to 2017 did impact some clients, TCL has successfully rebooked 14 of the 17 
impacted clients in the existing facility or moved them to a future year.  

 
As of May 4, 2015, 27 national and international events were secured for the new convention centre 
resulting in 23,150 delegates. Fourteen of those events (4 international, 9 national associations, 1 
national corporate) are for the first year of operations, resulting in 14,000 delegates which is 80% of the 
delegate goal for year 1.  

 
Operational Readiness 

 
Recruit Operational Manager 
TCL is currently resourced to manage and operate the existing WTCC, with its operations team focused 
on the delivery of events in the existing facility. Preparing to operate and open a new facility that will offer 
a more complex mix of events with new technology and processes requires a specialized skill set. 
Ensuring excellence in service delivery and operational processes is critical to the success of the new 
convention centre. 
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TCL has hired a Senior Director of Operations to support operational, event management and food and 
beverage teams in the planning transition to the new convention centre. This senior manager brings 
extensive convention centre expertise, and is responsible for developing and executing an operational 
readiness plan that ensures the effective operations of the new convention centre.  

 
This position is a short-term contract with a primary deliverable to ensure the successful opening of the 
new Halifax Convention Centre.  

 
Software – Event Management System 
A critical component of the new convention centre is the ability to host and support multiple, simultaneous 
events. This will result in an increased volume of attendees and increase the complexity of event 
programming and event delivery. TCL’s current Event Management System (Delphi v9.5.2) was 
implemented in 1984 with an upgrade in 2005 and is currently end-of-life. The current system has had no 
significant upgrades or investments and it is not sufficient to meet the needs of the volume of business 
expected in the new convention centre. 

 
New functionality and system-supported processes will be required to provide seamless coordination of 
event operations and sales and allow the organization to implement tighter operating and preventative 
controls in the new convention centre. Implementation of a new Event Management System, which 
automates processes, is a critical component of attaining AIPC Quality Standards Certification, which has 
become a standard in Canada. 
 
Interim Period Costs 
In addition to covering part of the operating costs of TCL, $632,000 in 15/16, HRM is covering 50% the 
Sales and Marketing for the HCC and 50% of the interim period costs. HRM’s portion of these costs are: 
 
Item 14/15 15/16 16/17
HCC Sales and Marketing $640,000 $547,000 $663,000
Event Management System $332,000 
Operational Readiness – Carried from 14/15 $127,500 
Operational Readiness  $151,600 $315,500
Time and Attendance System  $272,500
Total $640,000 $1,158,100 $1,250,000
 
Other operating costs will begin in the 16/17 year, but these will be covered by the Halifax Convention 
Centre. 
 
Other Issues 
  
Tunnel 
TCL has expressed that a tunnel is needed between the existing World Trade and Convention Centre 
(WTCC) building and the Halifax Convention Centre. This will link the complex to four hotels (Prince 
George, Barrington Halifax, Delta Barrington, Halifax Marriott Harbourfront) without requiring guests to go 
outside. TCL maintains that ease of connectivity is important to clients and integral to sales activity for the 
new centre. One of the requirements of the RFP for the convention centre was that the developer 
accommodate an entrance to a tunnel for connectivity to the hotel network downtown. 
 
Concept design for the tunnel connection along Grafton Street between the existing enclosed pedestrian 
system and the new convention center is expensive ($7-10 million). While HRM staff do not agree that a 
tunnel is a necessary feature, we do acknowledge that the concept of a convenient, weather protected 
pedestrian connection at street level is a desirable outcome. This issue has a direct connection to the 
overall issue of streetscaping and the ultimate dispensation of the Nova Centre events plaza. Staff are 
working on practical and effective alternatives to create weather protected access without the expense 
and disruption of tunnel. 
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That being said, a tunnel, with its associated price tag, may end up the preferred solution. HRM would be 
responsible for some of the cost, but we would be looking for partners, such as the Province, to share this 
cost. 
 
Argyle St. Streetscaping Efforts 
There are two main issues at hand on this topic: 

1. The above referenced tunnel and the integration of municipal streetscaping efforts.  
2. The timing of streetscaping improvements on Argyle Street relative to the completion of the 

frontage of the Nova Centre. 
 
Actions on the tunnel are outlined in the section above. The plan for Argyle Street to date is for staff to 
compete the design and implementation of a pilot project for this summer (2015) followed by the design, 
funding and implementation of a permanent solution to be completed in spring or fall of 2016 concurrent 
with the completion of the Nova Centre. 
  
Scotiabank Centre  
The current agreement with TCL for the operations of Scotiabank Centre (SBC) is an interim agreement. 
This was done deliberately knowing there would be a change to TCL, and the ownership of the WTCC 
building.  The current agreement has two parts: 1. for the operation of SBC; and 2. for the allocation of 
the costs of shared infrastructure (primarily HVAC).   

 
This agreement will need to be replaced with two agreements. One will be with HCC for the operations of 
SBC. The other will be for the allocation of the costs of shared infrastructure with whoever the eventual 
owner of the WTCC building is. Staff are currently working on a service agreement for this that the 
Province can use when they put the property on the market. The agreement will indicate access areas 
that are critical for the successful operation of SBC as well as recognizing areas where HRM has made 
significant investments in areas that are part of the WTCC such as the Budweiser King Club. 
 
Ticket Atlantic 
TCL operates Ticket Atlantic, which in addition to offering ticket sales for a number of venues, is the box 
office for Scotiabank Centre. In July 2012, the Auditor General recommended, as a result of an audit, a 
change to the billing model between Ticket Atlantic and Scotiabank Centre. A subsequent review by 
Grant Thornton showed that the issue the Auditor General brought to light occurred when there was a 
year with very high attendance numbers. It is planned that Ticket Atlantic become a part of HCC, and that 
any change in the billing model be considered in that context. As a part of HCC, any Ticket Atlantic 
surpluses will contribute to the operations of HCC.  
 
WTCC Building 
Under the MOU with the Province, there is a process for determining the eventual disposition of the 
WTCC. 

 
The Province will advertise it for sale. If a buyer is found, Halifax can match the price and acquire the 
building. If Halifax does not choose to acquire the building at that time, the purchaser would need to enter 
into an agreement regarding the infrastructure shared between WTCC and SBC. 

 
If no buyer is found, Halifax will purchase the WTCC on the date the HCC opens for the book value on 
that date. The book value is expected to be below $1 million. 

 
Exhibition Park 
TCL also operates Exhibition Park. Before the windup of TCL, the Province will assess the options for 
managing this asset.  
 
 
 
FINANCIAL IMPLICATIONS 
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There are no financial implications specific to this report. The financial implications of the project are: 
 
Halifax currently pays $630,000 towards the operation of TCL. This amount increases by inflation each 
year. It will become a part of the support for HCC when it opens. 
 
Council approved $640,000 for the sales and marketing of HCC in the 14/15 budget. This will decrease to 
$547,000 in 15/16, but there will be transitional costs of $611,100, for a total increase of $518,100. 
 
The funding model for HCC is that all taxes from Nova Centre are placed in the Convention Centre 
Reserve, Q326 and this reserve be used to fund Halifax’s costs. The reserve has a balance of $1,764,307 
at March 31, 2015 and is budgeted to increase by $1,010,243 in 15/16. Although commercial property tax 
rates have dropped since the decision in 2012, the model remains sound. 
 
COMMUNITY ENGAGEMENT 
 
Not Applicable 
 
ATTACHMENTS 
 
None 
 
 
 
 
A copy of this report can be obtained online at http://www.halifax.ca/council/agendasc/cagenda.php then choose the 
appropriate meeting date, or by contacting the Office of the Municipal Clerk at 902.490.4210, or Fax 902.490.4208. 
 
 
 
Report Prepared and      
Approved by:  Greg Keefe, Director of Finance & ICT/CFO, 902.490.6308 
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