CBRM

2y of Co

Committee Members:

Audit Committee

Agenda

Thursday, September 26", 2019
10:00 a.m.

2" Floor Council Chambers
320 Esplanade
Sydney, N.S.

Deputy Mayor Ivan Doncaster - Chair
Councillor Clarence Prince
Councillor Ray Paruch

Councillor Darren Bruckschwaiger
Councillor Kendra Coombes

Ian MacLean, Citizen

Rakesh Kochhar, Citizen




Page 2



CBRM Audit Committee
Agenda

Thursday, September 26, 2019
10:00 a.m.

2" Floor Council Chambers

City Hall, 320 Esplanade
Sydney, N.S.
Roll Call
1. Approval of Minutes: (previously distributed)

e March 12, 2019

2. Approval of Agenda: (Motion Required)

3. Annual Financial Report - Year Ended March 31, 2019: Jennifer Campbell, Chief
Financial Officer (Seepage 4 )

4, MGM & Associates — Presentations:

a) Draft CBRM Consolidated Financial Statements for Year Ended March 31,
2019: (Seepage 20 )

b) Draft CBRM Water Utility Financial Statements for Year Ended March 31,
2019: (Seepage 52 )

) Audit Findings Report for Year Ended March 31, 2019: (See page 67 )
Summary of Audit Differences to be provided at the meeting

e) Draft Management Letter: (to be provided at the meeting)

Note: In—Camera Session with Auditors and Members of the Audit Commiitee to follow
pursuant to Section 22(2)(g) of the Municipal Government Act.

Adjounrnment
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CAPE BRETON REGIONAL MUNICIPALITY
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CAPE BRETON REGIONAL MUNICIPALITY

Consolidated Statement of Financiat Position

March 31, 2019, with comparative figures for 2018

2019 2018
(Restated}
FINANCIAL ASSETS
Taxes receivable (note 3) $ 15,188,769 $ 18,177,486
Accounts receivable (note 4) 17,807,352 16,837,761
Due from trust fund 1,204 448 -
34,200,567 35,015,247
FINANCIAL LIABILITIES
Chegues issued in excess of funds on deposit (no 11,184,020 26,316,498
Accounts payable and accrued lisbilities (note 8) 22,615,080 22,324,867
Accrued intarest on long-term debt 70,258 1,471,362
Due to trust funds - 65,695
Deferrad revenue 971 126,790
Accrued employee benefits 5,942 563 5,065,122
Solid waste managemant facilities liabilitieg (nofe 9) 53,910,000 41,661,800
Capital lease {(note 10) 237,951 431,600
L.ong-term debt (note 11) 84,240,840 84,811,686
183,175,420

\\179,350,683

NET DEBT
NON-FINANCIAL ASSETS

N

~Y(145,150,116)

(148,160,173)

Tangible capital assets (note 12) 402,966,018 401,618,047
Work in progress 8,947,364 5,871,654
Properties acquired at tax sa 1,585,197 1,585,197
Inventory, prepaid expensey andothgr 2,593,989 4,222,450

/ Z ) )/——7 416,092,568 413,297,348

FUND BALANCES (note ™. ™~ / $270,042,452  $265,137,175

Contingencies (note 13?/\%
consolidaied fi

See accompanying najes g

On behalf of the Cap
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CAPE BRETON REGIONAL MUNICIPALITY

Consolidated Statement of Financial Activities

Year ended March 31, 2019, with comparative figures for 2018

Budget 2019 2018
{(Unaudited) {Restated)
REVENUES
Taxes $ 107,811,682 $108,104,225 $ 406,103,207
Grants in lieu of taxes 8,989,113 5,106,016 8,972,792
Services provided to other governments 448 516 345,177 340,408
Sales of services 3,211,736 2,578,489
Revenue from own sources 5,294,566 5,738,830
Unconditional transfers from ather
governments 1548 15,965,329 15,860,282
Conditional transfers from other governments 591,869 856,289
Capital grants 207,919 20,374,175
Water Utility revenue 9,034 18,229,707
Investment inceme 89 150,403
Port of Sydney Development Corporation B,467 2,015,669
Gain on sale of properties 74,881 89,895
Disaster recovery - 189,010
178,602,008 181,499,156
EXPENSES
General government services 14,400,879 14,660,089
Protective services 41,747,043 41,288,264
Transportation services 37,165,583 35,269,211
Environmental health services 31,103,153 18,799,666
Public health and welfare sennces 1,965,692 1,818,701
Environmental development se s 1,172,177 1,127,837
Recreation and cultural serviges 13,009,884 13,379,077
Flanning and development gervi 300,890 302,118
Educational services ew 84 14,179,424 13,644,540
Port of Sydney Development Gorporgtion 363 2,359,487 2,314,933
Water Utility expenses 15,273,777 14,613,354
\wtl 498 808 172,686,989 157,317,590
B 368,578 5,815,019 24,181,566
{130,000) (109,742) (120,080)
- - {9,153,000)
CHANGE IN FUND BALANCES ~/ § 8,238578 5,805,277 14,908,486
FUND BALANCES, BEGINNING OF YEAR
As previously reported 263612751 248,691,529
Restatement (note 17) 1,524,424 1,337,160
As restated 265,137,175 250,228,689

FUND BALANCES, END OF YEAR

$270,942,452

$265,137,175

See accompanying notes to consalidated financial statements.
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CAPE BRETON REGIONAL MUNICIPALITY

Consolidated Statement of Change in Net Debt

Year ended March 31, 2018, with comparative figures for 2018

2019 2018

(Restated)

CHANGE IN FUND BALANCES $ 5,805,277 %  14908,486

Tangible capital assets

Acquisition of tangible capital assets {20,496,722) {37 878,379)
Proceeds on disposal of tangible capital assets 9,800 139,247
Amortization of tangible capital assets 19,213,832 18,623,710
Gain on disposal of tangible capital assets {74,881) {85,895)
(1,347,971) (19,305,317)

Other non-financial asseis

Decrease (increase) in work in progress 710) 3,513,729
Decrease in property acquired at tax sale - 2,179
Decrease (increase) in inventory, prepaid experses
and other 1,628,461 (1,211,935)
" (1,447,249) 2,303,973
DECREASE (INCREASE) IN NET DEBT 3,010,057 (2,092,858)
NET DEBT, BEGINNING OF YEAR N {148,160,173) (146,067,315)
N7 o
NET DEBT, END OF YEAR . \/ / $ (145,150,116) $ (148,160,173)
See accompanying notes to cons tidated™fi anc;al statemeaqts.
6
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CAPE BRETON REGIONAL MUNICIPALITY

Consolidated Statement of Cash Flows

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
(Restated)
CASH FLOWS FROM OPERATING ACTIVITIES
Change in fund balances $ 5,8056277 $ 14,908,486
tems nct involving cash
Amortization of tangible capital assets 19,213,832 18,623,710
Gain on disposal of tangible capital assets (74,881) (89,895)
Pension expense - 3,107,499
Transfer of pension plan net assets - 9,153,000
Change in non-cash working capital
Decrease (increase) in taxes receivable ,988,717 {1,228,871)
increase in accounts receivable 591) (2,206,141)
Contributions to defined benefit pension plan - (3,107,499)
Decrease (increase) in inventory, prepaid expenses
and cther 1,628,461 (1,211,935)
Increase (decrease) in accounts payaple a
accrued liahilities ' (210,891) 4,942 025
Increase in solid waste management facili 12,248,200 500,000
increase in deferred revenue 123,181 27,684
Decrease in accrued employee bgngfits {22,658) (108,720}
g 40,729,746 43,209,323
CASH FLOWS FROM FINANCING ACTIVI I&
Decrease in due to trust fund (1,270,141 (38,300)
I1ssuance of long-term debt 12,974,999 8,274,000
Principal payments on long-t ﬁ&EBr\ (13,545,845) (17,646,974)
Repayment of capital lease 7’ L (193,649) {243,682)
(2,034,636) (9,654 ,956)

CASH FLOWS FROM CAPI
Acquisition of tangible capita

(20,496,722)

(37,878,379)

Proceeds on disposal of tangible jtal as 9,800 139,247
Decrease (increase) jmwark In res (3,075,710) 3,613,729
Dacrease in properfies agguirad at tax.gale - 2,179
/ < \\ (23,662,632) (34,223,224)

NET CHANGEINC AN SH EQU V?LENTS 15,132,478 {668,857)
CASH AND CASH EQUIVALE BE INPI NG OF YEAR {26,316,498) (25,647 ,641)

CASH AND CASH EQUIVALENTS, END OF YEAR

$ (11,184,020

$ (26,316,498)

See accompanying notes to consclidated financial statements.
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CAPE BRETON REGIONAL MUNICIPALITY

Notas to Consolidated Financial Statements

Year ended March 31, 2019

1.

SIGNIFICANT ACCOUNTING POLICIES

(@)

(b)

(d)

Basls of prasantation

These consclidated financial stataments of the Cape Breton Regional Municipality (the
“Municipality") have been prepared, in all materjel respacts, in accordance with Canadian
public sectar accounting standards.

Basis of consolidation

These consolidated financial statements reflact assets.Jiabilities, revanues, expensas
and changes in fund balances of all funds M’mah : unicipality is comprisad
of all organizations, committees and local boards accountabla™el th administration of thair
financial affairs and resources to the d that are owned ar controlied by the
Municipality. Inter-fund and Intar-corpgrate/balangas d transactions have been eliminatad.
The entitles included are as follows:

« Operating, capital and reserva fun Braton Regional Municipality

Ragignal Municipality Watar Utility

« Oparating and capital funds of the Cape Bre

Board are rac erMI i
taxable propefty and business

Trust funds

Trust funds and their rela
the cansolidated financial statements, but are reported separataly in the Trust Funds financial
stataments.

Fund accounting

The rasources and operations of the Municipality ara comprised of the oparating, capital and
raserve funds. Transfers betwaen funds ara racorded as adjustments to the appropriate fund
balance. Supporting schedules to the consolidated financial statements are included to show
the financial activities and change in tha balance of each fund.
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year endad March 31, 2019

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{f

Basis of accounting

Revenues and expenditures are recorded on the accrual basis of accounting. The accrual
basis of accounting recognizes revenues as they are earned and measurable; expenditures
are recognized as they are incurred and measyTablg as a result of the receipt of goods or

assets acquired prior to amalgamation have be | en,_off, They are amortized on a
straight-line basis over their estym&e% ~foliging rates:
N N "7 ./ Basis Rate
General Fund \/
Buildings Straight-line 40 years
Equipment Straight-line 5-10 years
Streets Straight-line 50 years
Sidewalks Straight-line 20 years
Traffic lights Straight-line 20 years
Recreation facilities Straight-line 5-40 years
Industrial parks Straight-line 40 years
Waterfrent deve Straight-line 50 years
Wharf — Sydn Straight-line 25 years
Garbage colléction’ana d Straight-line 25 years
Sewer coll Straight-line 50 years
Water fund
Structures a Straight-line 75 years
Equipment Straight-line 5-20 years
Mains Straight-line 75 years
Services and other Straight-line 50 years
Meters Straight-line 20 years
Hydrants Straight-line 50 years
Port of Sydney Development Corporation
Equipment and signs Declining balance 20— 30%
Building Declining balance 5%
Compound Declining balance 5%
Exhibits Declining balance 20%
Computer eguipment Declining balance 0%
A full year's amortization is taken in the year of acquisition.
9
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CAPE BRETON REGIONAL MUNICIPALITY

MNotes to Consolidated Financial Statements

Year ended March 31, 2019

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

(k)

Reserve funds

Certain amounts, as approved by Council of the icipality, are set aside in reserve funds
for future operating and capital purposes. Trapisfers to and or from reserves funds are an
adjustment to the respective fund when approved.

Government transfers

Government transfers are recognized in 4 ments in the period in
which events giving rise to the transfer/occir, providing the transiérs are authorized, any

be recognized as revenue in the/fisca

Taxation and related revenues w
Property tax billings are prepsred by'the Municigality based on assessment rolls issued by

the Province. Tax rates ablished~annudlly by Council, incarporating amounts to be

The Port of
operations
custamer tak

determinable. Amounts re
deferred revenue,

ived in/advance of the provision of services are recorded as

Restricted contributions for the purchase of capital assets are recognized in the year in which
the capital assets have been purchased and all liabilities relating to the asset have been
cleared. Unrestricted contributions are recognized as revenue when received or receivable if
the amaunt to be received can be reasonably estimated and collection is reasonably assured.

10
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2019

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(n)

(o)

Employee future benefits

Empioyees of the Municipality participate in the Public Service Superannustion Plan
("PSSP"}, = contributory pension plan administergehby the Pension Services Superannuation
Plan Trustee Incorporated, which provides pengion penefits based on length of service and

an expense in the period.

Use of estimates

The preparation of financial statements | with Canadian generally accepted
accounting principies requires management to rjiake/estimates and assumptions that affect
the reported amounts of assets, liabili isclpsure of contingencies and the reported
amounts of revenues and expenses in lidated financial statements and
accompanying notes. Significant items sub]ect to gemegnt's estimates and assumptions

include the valuation of receiv
the vsluation of the employee

ngible capital assets, as well as
e inherent uncertainty in making

2019 2018

Operating funds $ (1,418,803) $ (11,534,305)

Reserves funds 17,025,038 13,109,371

Capital funds {27,371,818) {28,411 540)
581,563 519,976

Port ofSydney Dev IOW

2\ \ $(11,184,020) _§ (26,316,498)

</

11
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2019

3. TAXES RECEIVABLE

2019 2018
Gross taxes receivable, beginning of year $ 20,363,060 $ 19,453,462
Current year's levy of property taxes m 105,152,443 103,100,341
Subtotal 125,516,403 122,553,803

Less
Current year's collections 8,002,691 101,850,846
Reduced taxes 469 20,625
Allowance 303/194 318,372
(Gross taxes receivable, end of year 17,072,048 20,363,960
Less
Allowance for uncollectible taxes 1,883,280 2,186,474
Taxes receivable, net T~ $’ 15,188,769  $ 18,177,486

4. ACCOUNTS RECEIVABLE W
2019 2018

e N4
Federal government $ 3,392,321 $ 2,348,184
Provincial government 3,907,314 4.182,911
Other receivables 11,805,173 11,753,231
~J7

19,104,808 18,284,326

Less allowance for dou oun 1,207 456 1,446,565

$ 17,807,352 $ 16,837,761

a) Defined benefit plan

On January 26, 2018, the MuRisipality signed & transfer agreement with Public Service
Superannuation Plan Trustee Incorporated ("PSSPTI") to transition its pension plan to the
PSSP, a contributory multi-employer defined benefit pension plan administered by the
PSSPT!, which provides pension benefits based on length of service and earnings. Prior to
this, the Municipality Pension Plan was a defined benefit pension plan covering substantially
all of its employees.

12
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consoclidated Financial Staiements

Year ended March 31, 2019

5. EMPLOYEE FUTURE BENEFITS {CONTINUED}

b)

d}

6. MISCELLANEQUS TRU

Miscellaneous Trust Funds adminis

The PSSP is accounted for as a defined contribution plan as the obligation to pay retirement
obligations does not reside with the Municipality.

Contributions to the Plan are required by bot
employer contributions for 2019 were $4,764,734 (
an expense in the period.

e employar and its employees. Total
18 - $640,326) and are recognized as

Defined Contribution Plan

The Cape Breton Regional Municipality tribution pension plan.
Members of this plan and employees of the/former municipaliti€s~prior to amalgamation in

The contribution for the year amounts to ' $170,760 (2018 - $171,836).

Municipal clerks’ pension

The liability will be period?ny-aqgs;ted baged of triennial actuarial valuation and differences,
if any, between the actyarially det

The cost of sych pénsions for the yeds was approximately $244,170 (2018 - $248,320).

by the Municipality are reported on separately. The total

trust assefs under administration at March 31, 2019 are 32,044,235 (2018 - $3,346,909).

13
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2019

7. FUND BALANCES

2019 2018
(Restated)
General operating fund $ (59,184,039) §$ (47,436,936)
Woater operating fund 3,444 515 1,466,250
General capital fund 218,083,734 211,909,529
Water capital fund 89,190,980 85,476,480
Port of Sydney Development Corporation 4,364,102 4,167,614
"\/ 2 292 255,582,937
Reserves set aside by council /7 14,1 16 9,554,238
/ $ 270,942,452  $ 265,137,175
8, ACCOUNTS PAYABLE AND ACCRUED LIABILITI
H
(0 T T— 2019 2018
Trade accounts payable V $ 17,014681 § 16,020,291
Payroll and related 675,969 874,890
Accrued fiabilities 1,894,875 2,613,845
Tax sale trust m 3,029,552 2,815,841
7 17 7 —7 $ 22615077 § 22,304,867
9. SOQOLID WASTE MANAGEMENT LIABILITIES
The Nova Scotia Envi ot established regulatory requirements for the
closure and longsery mai i landfill sites. A requirement of the Act is that the
Municipality is require gvidd closure and post closure maintenance of their landfill

sites.

Within the former municiparuajts of the/CBRM, there were six major former municipal landfills
operated by these units. The incluged Sydney lendfill, County of Cape Breton landfill &
incineration facility, Woodbine landfilt operated by the County of Cape Breton, No. 11 landfill in
Glace Bay, the Louisbourg landfill, New Woaterford [andfill operated near Scotchtown and seven
other small sites in Deminion, Sydney Mines and Glace Bay.

14
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statemenis

Year ended March 31, 2019

a,

10,

SOLID WASTE MANAGEMENT FACILITIES LIABILITIES (CONTINUED)

Two of the larger landfills, Sydnay landfill and the No. 11 landfill in Glace Bay were considered
properly closed in the 1890's, however, there are still 4 somewhat major landfills and several

small sites that require varying degrees of monitoring and/or closure activities as per the
regulations.

Activities required for these sites vary and include/out
well installation and monitoring, site delineation/ sit

dre not limited to groundwater monitoring,
secu jandfill gas delineation, leachate

hectare associated with the closure of the Syd il extrapolated over remaining hectares to
ounted to current values.

CAPITAL LEASE

N S 7 2019 2018

Bank of Montreal, 2.50%, repayable inkﬂgl?y

instslments of principal and interest of $5,
commencing December 20 i
November, 2022

$ 237,951 $ 209,218

$17,229 commencing ApF

November, 2018 - 132,381
/’_\\

/e N § 037,051 $ 431,600

15
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2018

10. CAPITAL LEASE (CONTINUED)

Minimum lease payments required in the next four years under capital lease are as follows:

Year ended Mearch 31,

2020 3 68,058
2021 68,068
2022 68,058
2023 45,372

11. LONG-TERM DEBT

" ~/ 249,546

Interest included in minimum payments 11,5695
~. ~ / $ 237,951

The schedule sttached to the corfsglidated_financial statements details the various terms and

conditions related to the long-term debts

Principsl payments required in each of the hext five years on debt held as at March 31, 2019 ere

as follows: /‘\ \

2020 Q $ 13,764,569

2021 12,719,369

2022 10,504,769

2023 13,624,269

2024 /‘\ 11,297,570
Q

16
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CAPE BRETON REGIONAL MUNICIPALITY

Notas to Consolidated Financial Statements

Year ended March 31, 2018

12. TANGIBLE CAPITAL ASSETS

2018 2018
(Restated)
Accumuylatad Net book Net book
Cost amgftizalion value value
Land $ 11,368,212 % $ 11,368,212 $ 10,000,423
Buildings
General government
sarvices 8,843,976 818,371 5,897,565
Pratective servicas 9,885,760 8,115,790 8,347,494
Transportation servicas 10,988,804 8,649 568 8,790,874
Environmental services 33,238,34 23,312,802 24,004,030
Recreation and cultural
services 18,187,348 12,882,517 12,477,857
industrial parks 1,084,104 608,699 635,802
22,840,590~/ 59,388,747 60,153,722
Equipment
General government
services - 28,225
Protactive services 2,845,664 4 237,059
Public works 7,777,577 7,782,998
Environmental health
services 140,937 178,354
Recreation and cultura
sarvices 118,301 677,658 438,734
55341542 11,441,838 12,665,370
Other
General government
services 742,494 - -
Road franspo 62,664,101 108,770,688 109,645,838
Environmental
saervices 25 086,694 78,959,778 75,530,519
Recreation and cuitural
services ! 19,883,242 3,234,575 3,622,371
Waterfront development ,927, 3,933,475 4,993,842 5,113,661
Downtown development 1,368,289 338,219 1,030,070 1,116,217
Wharf — Sydney Marine
Terminal 2,114,809 1,259,691 855,118 543,339
Water utility assets 171,066,991 54,183,958 116,883,033 118,247 659
Port of Sydney assets 10,517,648 5,477,529 5,040,119 4,878 928
495,236,626 174,469,403 320,767,223 318,798,532

$855,617,553

$252,651,535

$402,966,018

$401,618,047

Page 35
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2619

13, CONTINGENCIES

(@)

As of March 31, 2019 there are a number of claims against the Municipality and its
consolidated entities in varying amounts and for which provisions have been made in these
financial statements as appropriate. It is not pogsible to determine the amounts that may
ultimately be assessed against the Municipalityy with respect to these claims, but
management believes that any such amoun ld not have a material impact on the
financial position of the Municipality.

b) The Municipality is the plaintiff in various ave arisen, in the normal
course of carrying on its operations. |t is ossible at this-time todetermine the amounts
the Municipality may receive with respec to tese claims.

c) The Municipality has guaranteed a ngmbgr of lgans On behalf of various fire departments
within CBRM. The total amount outs es¢ loans at March 31, 2019 is $1,150,999
{2018 - $1,228,499).

d) Canadian Environmental Guidelines
Per regulations set forth by the¢ Canadian Counc isters of the Environment (CCME)
and required by the Nova Scotia Reparentpf E pident, the Municipality is currently in
the process of performing environmantal ‘rigk asSessments to meet necessary wastewater
treatment guidelines. Upon_completioh, the {imeline and estimated cost to meet these
guidelines will be more géfinitive~Jhe Muhigipality has obtained transitional authorizations
extending to 2040.

14. TRANSFERS TO PROVINCIAL RD MISSIONS
(a)
(b)
assessment system baed_on the jotal provincial assessment cost times the average of the
Municipality's share of the Uniforsh Assessment and the Municipality's share of assessment
accounts. For the year ended March 31, 2019, the Municipality's share of these costs was
$1,380,720 (2018 - $1,359,643).
{c) Correctional Services

Municipalities in Nova Scotia are required to make a mandatory contribution to fund the
cost of correctional services. The contribution is set by Provincial formula. For the year
ended March 31, 2019, the Municipality's contribution for these costs was $1,083,287
(2018 - $1,084,442).

18
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2019

14. TRANSFERS TO PROVINCIAL BOARDS AND COMMISSIONS (CONTINUED)

15.

16.

(d) The Cape Breton-Victoria Reglonal Centre for Education

The Municipality provided a mandatory contribution in the amount of $14,179,424 (2018 -
$13,644,540) fo the Cape Breton-Victorie Regignal Centre for Education.

Sydney Development Corporation) to transfér the remaining funds to~lawyers trust for specific
purposes. The Port of Sydney Development Cofporatignitdraws down the fund in compliance with

FINANCIAL INSTRUMENTS
(a) Fairvalues

The fair value of the Municipalitmia instruments that are comprised of cash
{cheques issued in excgss-of funds on, depegit), texes receivable, accounis receivable,

will fluctuate because of changes in market interest rates. The Municipality's debentures
are long term with fixed range of rates thereby mitigating its interest rate risk.

it is management's opinion that the Municipality is not exposed to significant interest,
market or credit risks arising from these financial instruments.

19
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CAPE BRETON REGIONAL MUNICIPALITY

Notes to Consolidated Financial Statements

Year ended March 31, 2019

17. RESTATEMENT

During the year, management has corrected errors identified in prior period financial statements.
The financial statements have been restated retrospectively for the following items:

1.

Accounting for lease
The Municipality acquired a tangible capital ?/setjat was accounted for as an cperating
lease rather than a capital iease. The lease was fuIFy*p id as of March 31, 2017,

The restatement of the April 1, 2017 ban\c’sz/ra\su d i increase in tangible capital
assets and the capital fund balance of $8 ¥1016. Amortiza Ton{peje was increased in the
March 31, 2018 year in the amount of $27.963.

Amortization of capital assets

The Municipality identified errors in t alcutation of amortization of tangible capital assets.
The restatement of the April 1, 2017 baia S Tes it d in an increase in tangible capital
assets and the capital fund balance of $526 144, o n expense was reduced in the
March 31, 2018 year in the amg ﬁaﬂsma

18. COMPARATIVE FIGURES \ : F

eaer

Certain 2018 comparative fi uf"s'*l"?avg\been Iedas‘stﬁed to conform to the financial statement
presentation adopted for z;urr - \ _

\Q

Ry,
f\\ )

\\
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Long-term Debt

March 31, 2019, with comparative figures for 2018

Term  Interest Balance Balance
(years) rate-% Matures March 31/18 Issued Redeemed  March 31/19
General Fund
M.F.C.
28-B-1 10 3.100-5095 2018 $ 1,078,771 3 - $ 1078771 8§ -
29-A-1 10 1.679-4.329 2019 2,090,400 - 1,045,200 1,045,200
30-8-1 10 1.550-3.870 2020 6,643,800 - 2,214,600 4,429,200
31-A-1 10 1.219-3.645 2021 5,812,000 - 1,453,000 4,359,000
3z2-B-1 10 0.000-3.180 2022 1,898,500 379,700 1,518,800
33-B-1 10 0.000-3.614 2023 468,274 2,341,341
34-8-1 10 1.200-3.190 2024 0,000 7,980,000
35-A-110-20 1.040-3.449 2030 760,000 4,520,000
38-A-1 10 1.150-2.506 2026 624,400 4 995,200
37-A-1 10 1.734-3.073 2027 827,400 7,446,600
3B8-A-1 10 2.490-3.389 2028 - 11,074,999
FCM-1 10 2.250 2028 - 1,000,000
48,616,68 12, 999 0,981,345 51,610,340
Water Fund
M.F.C.
27-A-1 15 4.3854.770 2022 914,500 8,230,500
28-A-t 15  3.750-5.088 2023 700,000 7,000,000
30-A-1 15 1.510-4.875 202 . 750,000 9,000,000
33-A-1 10 1.330-2,979 m 800,000 4,000,000
34-A-1 15 1.245-3.792 /2029—_ 4, 400,000 4,400,000
3,664,500 32,630,500

/

~.

Z\{

84 686 $12,0974,999

$13,545845 § 84,240,840
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Remuneration and Expenses of Council and Chief Administrative Officer

Year ended March 31, 2019

Annuzl Travel

Council Remuneration Expenses
C. Clarke, Mayor $ 121,428 $ 22,750
E. MacDonald, Deputy Mayor 46,135 19,135
G. MacDonald 43,193 13,637
D. Bruckschwalger 10,664
K. Coombes 1,444
|. Doncaster 19,477
S. Gillespie 228
J. MacLeod 13,646
E. MacMullin 4,996
E. Marshall 11,897
A McDougall 7,558
R. Paruch 4,968
C. Prince 13,706
M. Walsh, CAC 9,170
24
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CAPE BRETON REGIONAL MUNICIPALITY

Schedula of Annual Salaries and Travel Expenses of Senior Staff

Year ended March 21, 2019

Annual Travel
Senior Staff Remuneration Expenses
J. Gampkell $ 127,097 L 2,974
M. Gillis 127,467 3,310
D. Kachafanas 5,057
W. MacDonald 20,302
G. MacDougall 1,091
B. MacKinnon 3,219
J. MacKinnon 16,468
P. Maclsaac 2,442
W, Murphy 4,655
D. Campbell - Ryan 6,631
M. Ruus -
25
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Operating Fund and Change in Fund Balance

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
REVENUES
Taxes $108,104,225 $ 106,103,207
Grants in lieu of taxes 9,108,016 8,972,792
Services provided to other governments 345,177 343,408
Sales of services 3,211,736 2,578,489
Revenue from own sources 10,246,076 10,690,340
Unconditiona! transfers from other
governments 15,965,329 15,860,282
Conditional transfers from other governments 353,546 528,735
Disaster recovery /\ - 189,010
> N@os 145,263,263
EXPENSES
General government services 14,149,783 14,412,230
Protective services 47,066,401 46,677,447
Transportation services 29,866,878 28,174,121
Environmental health services 28,162 425 15,944,433
Public health and welfare services 1,965,692 1,818,701
Environmental development service 1,172,477 1,127,637
Recreation and cultural services 10,381,70C 11,015,371
Educational services N 14,179,424 13,644,540
\\/ / 146,844,480 132,914,480
Excess of revenues over expense the followjng 387,625 12,348,783
FINANCING AND TRANSFER
Debenture and term loan grincip
instalments (9,981,341) {13,749,140)
Transfer from special reserve fund {1,643,027) 4,608,291
Transfer to general capital fun (432,622) {484,092}
Amortization of bond di (77,738) (86,841)
Transfer of pension m - {(9,153,000)
/ / \\ (12,134,728) (18,864,782)
CHANGE IN FUND NB\E‘ (11,747,103) {6,515,998)
FUND BALANCE, BEGINNI (47,436,936) (40,920,937)

Transfer to reserve fund

FUND BALANCE, END OF YEAR $ (59,184,039)

$ (47,436,936}

Page 44
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Water Utility Operating Fund and Change in Fund Balance

Year ended March 31, 2019, with comparatives for 2018

2019 2018
OPERATING REVENUES
Metered sales $ 19,005,362 $ 17,839,774
Public fire protection 7,131,022 7,183,668
Consumer's interest 459277 389,658
26,595,661 25,413,000
OPERATING EXPENSES
Source of supply 389,562 307,506
Power and pumping 1,634,865 1,648,920
Water treatment 4,129,316 3,828,043
Transmission and distribution Tf 76 3,767,579
Administration and general F65083 2,571,434
Taxes S 1,973,379 1,973,418
k / / 14,989,981 14,084,800
Excess of revenues over expenses before the following 11,605,680 11,318,100
NON-OPERATING REVENUES
Miscellanaous 4395 376
NON-OPERATING EXPENSES
Interest on debentures 1,463,241 1,659,902
Amortization of debt discounts 32,004 33,244
Other 195,199 268,859
Transfer to water capital fun 7,301,366 7,589,037
Transfer to general capital find /7~ ™ 650,000 650,000
/ & / ‘:j 9,631,810 10,201,042
CHANGE [N FUND BALANC 1,078,265 1,117,434
FUND BALANCE, BEG?IN A 1,466,250 348,816
T
FUND BALANCE, END OF YEAR ™S ™\ $ 3,444,515 $ 1,466,250
27
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Capital Fund and Change in Fund Balance

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
REVENUES
Capital grents $ 6,108,200 5,168,127
EXPENSES
General government services 251,089 247 859
Protective services 1,811,664 1,794,485
Transportation services 7,288,705 7,095,090
Environmental health services 2,940,728 2,855,233
Recreation and cultural services 2,628,184 2,363,706
Planning and development services s 309,890 302,118
ﬁ W?O 14,658,491
Deficiency of revenues over expenses before the folipwing {9,131,081) (9,490,364)
FINANCING AND TRANSFERS
Transfer from reserve funds 5,141,299 4,421,444
Transfer from general operating fund 432,622 484,092
Transfer from water operating fund 650,000 650,000
Debenture and term loan principal ir;éﬁlmeﬁ{s.‘\ 9,081,341 13,749,145
16,205,262 19,304,681
CHANGE N FUND BALANCE 7,074,201 0,814,317
FUND BAL.ANCE, BEGINNING Q
As previously reported 210,385,106 200,758,054
Restatement (note 17) 1,524,427 1,337,162
As restated 214,909,533 202,095,216

k/r—i

FUND BALANCE, END OF YE\A‘R\ $ 218,983,734

$ 211,909,533

QT
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Water Utility Capital Fund and Change in Fund Balance

Year ended March 31, 2019, with comparatives for 2018

2019 2018
REVENUES
Capital grants $ - $ 9,000,000
EXPENSES
Amaortization m 3,586,866 3,541,203
Excess (deficiency) of revenues over expenses
before the following (3,586,8686) 5,458,797
FINANCING AND TRANSFERS
Transfer from water operating fund 66 7,589,037
Sale of property m — 86,047
m 7,301,366 7675084
CHANGE IN FUND BALANCE ~ 3,714,500 13,133,881
FUND BALANCE, BEGINNING OF YEAR 85,476,480 72,342,598
FUND BALANCE,ENDOFYEAR / ™% 89,190,980 $ 85,476,480
29
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Port of Sydney Development Corporation Operating Fund and Change in Fund Balance

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
REVENUES
Wharfage and berthage $ 634,216 $ 556,468
Passenger tax 1,036,580 944,540
Events 100,335 75,625
Security 200,024 150,873
Storage and rental 233,002 104,767
Craft market 83,109 90,389
Sundry 20,301 3,007
Government funding 238,323 327,554
U 46,790 2,343,223
EXPENSES

Adverlising and promotion 79,790 71,838
Bad debts (recovery) 2,613 (7,693)
Business development harbor 798 210,867
Cruise activities 57,386 41,627
Dues and fees 46,291 39,008
Events 4985 3,822
Insurance 79,159 61,918
interest and bank charges 10,700 6,172
Miscellaneaus 19,759 18,138
Office and administration 21,360 35,186
Professional fees 53,625 69,047
Repairs and maintenance 389,927 349,890
Rent 31,991 13,220
Security 207,189 165,813
Travel 12,135 30,631
Utilities 202,881 200,844
Wages and benefits 752,174 680,500
\\ 1,872,763 1,990,918

Excess of revenues ovepexpenses before the 574,027 352,308
Amaortization of capital assets (386,724) {324,015)
l.oss on disposal of dapite 9,185 (49,351)
Derecognition of asse - (713,224)
\\/ / (377.539) {1,086,590)
CHANGE IN FUND BALANCE ~ 196,488 {734,285)
FUND BALANCE, BEGINNING OF YEAR 4167 614 4,901,809
FUND BALANCE, END OF YEAR $ 4,364,102 $ 4,167 614
30
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Reserve Funds and Change in Fund Balance

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
REVENUES
Investment income $ 214,680 $ 142,391
Sale of properties 65,696 53,199
Granis I~ 7,798,710 £,206,048
8,079,086 6,401,638
FINANCING AND TRANSFERS
Transfer from (to) operating fund 1,843,027 {4,608,261)
Trensfer to capita! funds /\ 141,299) (4,421,444)
/7‘ \@72) (9,029,735)
CHANGE IN FUND BALANCE 4,580,814 {2,628,097)
FUND BALANCE, BEGINNING OF YEAR 7,533,618 10,161,715
FUND BALANCE, END OF YEAR 12,114,432 $ 7,633,618
31
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CAPE BRETON REGIONAL MUNICIPALITY

Schedule of Water Utility Reserve Funds and Change in Fund Balance

Year ended March 31, 2019, with comparative figures for 2018

2019 2018

REVENUES
Investment income $ 8,109 $ 8,012
CHANGE IN FUND BALANCE 8,109 8,012
FUND BALANCE, BEGINNING OF YEAR 2,020,619 2,012,607
FUND BALANCE, END OF YEAR / \\ $ 2,028,728 $ 2,020,619

\‘\.
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CAPE BRETON REGIONAL MUNICIPALITY

Special Funds Section
Schedule of Reserve Funds and Change in Fund Balance

Year ended March 31, 2019, with comparative figures for 2018

2019 2018

REVENUES

Investment income $ 214,680 $ 142,391

Sale of properties 65,696 53,199

Grants . 7,798,710 6,206,048

8,079,086 6,401,638

FINANCING AND TRANSFERS

Transfer to operating fund 1,643,027 (4,608,291)

Transfer to capital fund /\ 141,299) (4,421 ,444)
CHANGE IN FUND BALANCE 4,580,814 (2,628,097)
FUND BALANCE, BEGINNING OF YEAR 7,533,618 10,161,715
FUND BALANCE, END OF YEAR S~ . $12,114,432 $ 7533618

33
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Financial Position — Operating Fund
March 31, 2018, with comparative figures for 2018

2019 2018
ASSETS
Cash $ 5,194,622 $ -
Water rates receivable (less allowance for doubtful
accounts $746,744 (2018 - $615,282) 8,773,856 8,238,973
Sundry receivables 90,307 114,377
Inventories /\ 342,088 333,548
I~ ~§.14,400;873 $ 8,686,898
~J
LIABILITIES
Bank indebtedness b - $ 408,167
Payables and accruals 3,981,981 3,722,271
Unearned revenue 817,287 935,681
Due to Cape Breton Regional Municipsii
Genersl section, operating fund 1,243,857 1,041,661
Due to water utility, capitat fund 10,080,317 6,557,428
16,123,482 12,663,208
DEFICIT {1,722,609) (3,976,310)
$ 14,400,873 $ 5,686,898
See accompanying notes
On behalf of the Cape Bret
4
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Financial Activities — Operating Fund

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
Budget Actual Actual

{Unaudited)

OPERATING REVENUES

Metered sales $ 18,533,470 $ 19,005,362 $ 17,839,774
Public fire protection 7,131,023 7,131,022 7,183,668
Consumer's interest %753 459,277 389,558
Service connections 704000 4,385 376
26,600,056 25,413,376

OPERATING EXPENSES

Source of supply 9,562 307,506

Power and pumping ,B65 1,646,820
Water treatment 4,729,316 3,828,043
Transmission and distribution 4747777 4,417 579
Administration and general 2,765,084 2,571,434
Depreciation 3,586,866 3,541,203
Taxes 1,873,378 1,873,418
W 19,226,849 18,286,103
Excess of operating revenues over exp SM\/
before the following 5,846, 7,373,207 7,127,273
NON-OPERATING REVENUES w
Amortization of deferred capital contribution 70,000 287,171 287,171
NON-OPERATING EXPENSES
Debt charges
Provision for principal fepe 4,500 3,576,232 3,640,447
Interest on debentur 1,483,241 1,453,241 1,660,902
Amortization of debt disgount 32,000 32,004 33,244
Bank fees/charges 137,094 195,189 268,858
Capital expenditures out of aperati 150,000 150,000 150,000

/ \\] 5,366,835 5,408,677 5,752,452
/f‘-“\

CHANGE IN FUND BALANCE ~ $ 550,000 $ 2,253,701 $ 16619892

m@en :

See accompanying no
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY
Statement of Operating Fund Deficit

Year ended March 31, 2019, with comparative figures for 2018

2019 2018

DEFICIT, BEGINNING OF YEAR $(3,976,310) $(5.638,302)

Change in fund balance 2,253,701 1,661,992

DEFICIT, END CF YEAR e $(1,722,609) $(3,976,310)
See accompanying notes o financial statements.

6
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Cash Flows — Opersting Fund

Year ended March 31, 2018, with comparative figures for 2018

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in fund balance $ 2,253,701 $ 1,661,992
Change in non-cash operating working capital
increase in water rates receivable {534,883) {1,194 ,815)
Decrease (increase) in sundry receivables 24,070 {37,353)
Decrease (increase) in inventories {8,540) 8,313
{Decrease) increase in paysbles and accruals 259,710 (217,440)
Increase (decrease) in unearned revenue (118,394) 121,058
1,875,664 341,752
CASH FLOWS FROM FINANCING ACTIVITIES
Increase {decrease) in due to Cape Breton Regional
Municipality, opersting fund 202,236 (1,240,180)
increase in due to water utility, capital fund /\ 3,622,889 3,436,470
K\/ / 3,725,125 2,196,280
INCREASE IN CASH AND CASH EQUIVALENTS 5,600,789 2,538,042
CASH AND CASH EQUIVALENTS, BE?{ OF YEAR (408,167) {2,944,208)
CASH AND CASH EQUIVALENTS, ENDQF YEAR—, $ 5,194,622 $ (406,167)
See accompanying notes to non-consolidated\hwnc& | st@tements.
7
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Financial Position —~ Capital Fund

March 31, 2019, with comparative figures for 2018

2019 2018
ASSETS
Cash - -
Cash - depreciation reserve 480,170 480,170
HST receivable 33,444 56,531
Grants receivable /™ - 900,463
513,614 1,437,164
Due from water utility, operating fund 10,080,317 6,557,428
Unamortized debt discount 04 192,408
Capital assets
Utility plant in service {Schedule A) 170,892,014 168,669,776
Work in progress 1,533,260 396,133
Properties adjoining watershed 174,977 174,977
169,240,886

\\1 72,600,251

ST — . §183,354,586  § 177,427,886
LIABILITIES w
Bank indebtedness $ 4617817 $ 1,510,957
Accounts and holdbacks payable 187,848 754,502
Due to Cape Breton Regionai Mu ncnpahty
General section, capital fun 83,449 146,650
Term debt (Schedule B) 32,630,500 36,195,000
% 37,519,614 38,607,109
DEFERRED CAPITAL CO 12,355,739 12,642,910
RESERVES
Accumulated allowange foy depreciatior~ef
utility plant 54,183,958 50,597,092
FUND BALANCE 79,295,275 75,580,775
~./ $ 183,354,586 $ 177,427,886

See accompanying notes to financial statements.
On hehalf of the Board:

Chairman

Commissioner
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Change in Cash ~ Depreciation Reserve

Year ended March 31, 2019, with comparative figures for 2018

2018 2018
BALANCE, BEGINNING OF YEAR $ 480,170 % 480,170
Depreciation 3,586,866 3,541,203
Amortization of capital contributions (287,171) {287 171)
Capitel purchases m (3,2089,695) (3,254,032)
CASH, END OF YEAR / / $ 480,170 $ 480,170
Statement of Accumulated Allowance for Depreciati
Year ended March 31, 2019, with comparative figgres for 2018
[,
/ / / 2019 2018
\/
BALANCE, BEGINNING OF YEAR $ 50,697,092 $ 47,055,889
Depreciation for the year 3,586,866 3,541,203
[ Tre—
BALANCE, END OF YEAR N e T $54,183,958 $ 50,597,092
Statement of Investment in Capital Assets
Year ended March 31, 2019, wit coP%ti ﬁﬁgures
/ / / = / 2019 2018
~
BALANCE, BEGINNING OF Y $ 75,580,775 $ 71,446,894
Term debt retired 3,564,500 3,897,828
Capital out of operation 150,000 150,000
Transfer from special sezé_\ - 86,053
BALANCE, END OFYEAR ™ )] $ 79,295,275 $ 75,680,775
See accompanying notes to non-cons %Anancial statements.
9
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Financial Position — Special Reserve Fund

March 31, 2019, with comparative figures for 2018

2019 2018
ASSETS
Cash $ 1,166,626 $ 1,166,626
Term deposit 862,102 853,994
I~
/ $ 2,028,728 $ 2,020,620
RESERVE
Special reserve N $ 2 728 $ 2,020,620
See accompanying notes fo financial statements \/
On behalf of the Board:
Chairman
Comfmissioner———_____
.,
\-\,\\
)m-‘\ . "~
-, \\\
.,
10
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Statement of Special Reserve

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
Nan-shareable Future Watershed Sysco
debt capital land waterline
expenditure  expenditure acquisition maintenance Tota! Total
BALANCE,
BEGINNING
OF YEAR $ 54,277 $ 918,115 $ 3819 $ 718,245 § 2,020,620 $2,012608
Interest an
investments 324 5,515 8,108 8,012
BALANCE, END ~/
OF YEAR $ 54601 $ 923,630 $ 334,2)5'2\ $ 716,245 $ 2,028,728 52,020,620
See accompanying notes to financial statemefts, K/
11
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Notes to Financial Statements

Year ended March 31, 2018

The Cape Breton Regional Municipality Act, assented to by the Province of Nova Scotia on July 30,
1994, legislated the incorporation of the Cape Breton Regional Municipality as of August 1, 1835.

The Cape Breton Regional Municipality Water Utility assumed the operations, as of August 1, 1985, of
the following utilities:

Town of Sydney Mines Water Utility

Town of North Sydney Water Utility

Sydney Water Commission

Municipality of the County of Cape Bratgh Wateruitility
Town of Glace Bay Water Utility
Town of Dominion Water Utility

1. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of presentation
These financial stetements have are
accounting principles adopted for Water Utilities }

of the Cape Brefon Regionatiunicipality Wate

Ih~adcordance with generally accepted
Nova Scotia and are intended for the use
tility (the Utility), Council and Service Nova

accepted sccountin rescribed by the Chartered Professional

Accountants of Canada dbook (fhe CPA Handbook). The significant differences between

generally accepted inc for Water Utilities in Nova Scotia and the CPA
quies:

Reserve Funds. The congolidated financial statements prepared in accordance with
the CPA Handbook would include a Statement of Financial Position, Statement of
Financial Activities and a Statement of Changes in Fund Balances;

» Revenue and expenses be recorded on a full accrual basis;

« Water Utility capitalize all of its capital acquisitions rather than charging some to
operations in the year acquired; and

» Principal debt repayments not be recorded as an expense of the Water Utility;

12
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

MNotes to Financial Statements {Continued)

Year ended March 31, 2019

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b)

(c)

{e)

®

2. TRANSACTIONS WITH CAPE BRETON REGIONAL MUNICIPALITY

8)

b)

c)

Cash and cash equivalents

Cash and cash equivalents of the operating fund is defined as cash on hand and on deposit at
banks net of outstanding cheques and deposits.

Revenue and expenses

Major revenue and expense items are recordgd

ofn.an ac | basis.
iscounts~angd intg on past due rates, are

Certain sources of revenue, including forf
recorded on a cash basis.

when due for payment.

Allowance for doubtful accounts

receivable outstanding.
Inventories

Inventories are stated af/cos
Use of estimates

The preparation of fihangcial Statenfents in conformity with generally accepted accounting

estimates and assumptions that affect the reported
w%%re of contingent assets and liabilities at the date
reported amounts of revenues and expenses during the
ems\ subject to such estimates and assumptions include

of the financia)/'stat Wt
reporting perj ds[e Significant™

In general, and where identifiable, costs incurred by the Cepe Breton Regional Municipality on
behalf of the water utility are charged to the utility.

Salary and wage-related costs are allocated in proportion to time spent performing functions
on behalf of the water utility.

As prescribed by the Nova Scotia Utility and Review Board, there is a yearly administration fee
charged to the Water Utility by the Cape Breton Regional Municipality, which includes salary,
overhead, utilities and other administration charges totaling $7,656,121 (2018 - $7,318,731).

13

Page 63



CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Notes to Financial Staternents (Continued)

Yeer ended March 31, 2019

2. TRANSACTIONS WITH CAPE BRETON REGIONAL MUNICIPALITY (CONTINUED}

d}

€)

3. RATE OF RETURN ON RATE BASE

The water utiliies provide public fire protection to the municipality. The charge for this service
(included in operating revenues) @amounted to $7,131,022 (2018 - $7,183,668). The charge is
governed by the Nova Scotia Utility and Review Board.

include a series of Interfund balances as npigd i All interfund balances
will be settled within the next fiscal perjod. i harged or peid on the
interfund batances outstanding.

ionalyMunicipality Water Utility had a

14
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY

Schedule A - Utility Plant end Equipment

Year ended March 31, 2019, with comparative figures for 2018

2019 2018
Organization 4,000 4,000
Working capital 70,162 70,162
74,162 74,162
Land and land rights
Source of supply land 1,231,604 1,218,531
Power and pumping land 343,374 343,374
Transmission lend /Z 157,021 157,021
731,999 1,718,926
Structures and improvements
Source of supply 012/595 18,012,595
Power and pumping 7,354,903 7,303,865
Purification structures 2,757,842 2,757,842
Distribution and storage 4,626,397 4.629,397
Shop 298,817 299,817
34,051,554 34,003,516
Equipment
Electrical pumping equipment 3,776,122 3,773,660
Diesel pumping egquipment 543,261 543,261
Purification equipment 23,116,607 23,116,607
Office furniture and equipment 362,453 362,453
Transportation equipment 309,485 309,495
Meter shop equipment 30,689 30,689
Tools and wark equipment 268,948 268,949
Motor operated tools 680,584 680,584
Other 690,072 690,073
‘\/ 29,778,231 29,775,771
Mains
Transmission 29,331,240 29,300,392
Distribution TN 47,096,508 45,812,660
N 76,427,748 75,113,061
Services 13,716,829 13,321,698
Meters 11,514,057 11,196,886
Hydrants 3,597,434 3,465,756
T~/ $170,892,014 $ 168,669,776

Page 65
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CAPE BRETON REGIONAL MUNICIPALITY WATER UTILITY
Schedule B - Capital Debt Charges

Year ended March 31, 2018, with comparative figures for 2018

Balance Balance
Date of Maturity interest March 31, March 31,
Issue Date Rate % 2018 lssuad Redeemed 2019
Municipal
Finance
Corporation
27-A-1 2007 2022 4385-4770 § 9,145000 3 - $ 914500 3§ 8,230,500
2B-A-1 2008 2023 3.750-5.088 7,700,000 - 700,c00 7,000,000
30-A-1 2010 2025 1.510-4.875 8,750,00 - 750,000 9,000,000
33-A-1 2013 2023 1.330-2,979 4,800,000 - 800,000 4,000,000
34-A-1 2014 2029 1.245-3792 4,800,400 - 400,000 4,400,000

$ 36,195,000 % - $ 3,564,500 § 32,630,500

Principal repayments required during the next five years are &3

2020 $ 3,564,240
2021 3,564,500
2022 3,564,500
2023 8,137,000
2024 6,150,000

NY
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INDEPENDENT AUDITORS' REPORT

To His Worship the Mayor and Members of Council of
Cape Bretan Regional Municipality

Opinion

We have audited the consolidated financial statements of ton Regional Municipality on Pages 4 — 25
which comprise the caonsolidated statement of financial iti ;&M@;L 2019 and the consalidated
staternenis of financia! activities, changes in net debt and(gas en ended, and a summary of

(n our opinion, the accompanying consolidated finaycial present fairly, in all material respects, the
financial position of Cape Breton Regicnal Munic arcd 31, 2019 and the results of its finencial
perfarmance and its cash flows far the year than [ ordance with Canadian public sector accounting
standards.

Basis for Opinion
We conducted our audit in accordanc{\:wmm! ccepted auditing stendards.  Our
responsibiliies under those standards are fu {Wn th itpr's Responsibilities far the Audit of the
Consolidated Finandial Statements section of our teport™~WWe aré independent of the Municipality in accardance
with ethical requirements that are relevant to our audit.of the £onsalidated financial statements in Canada, and
we have fulfilled our other efhical regpansibilities in ac\(%'d nceMwith these requirements. We believe that the
audit evidence we have obtained ig/suffigienTand a propriatgf rdvide a basis for aur opinion.

Other Matters — Supplemental&:’ ation

ng an opinion on the consclidated financial statements taken as
a whole. The supplamentww; 'ﬁc@‘d Pages 26 - 33 is presented for purposes of additional
infarmation and Is not a reglired part of nsotidated financial statements. Such supplementary infarmation

9]
has been subjectad to tr;%;u?t ng pro uer;p%lied. only to the extent necessery ta express an opinian on the
audit of consolidated financial statements as ole.

h
Responsibility of Mar%%

Statements

Our audit was conducted for the pu QKOffor

arged with Governance for the Consolidated Financial

Management is responsible for the prepara d fair presentation of these consalidated financial statements in
accordance with Canadian public sector accounting standards, and for such internal cantrol as management
determines is necessary to ensble the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

In preparing consolidated financial statements, management is responsible for assessing the Municipality's
ability to continue as a going cancern, disclasing, as applicable, matters related fo going cancemn and using the
going concern basis of accounting unless management either infends fo liquidate the Municipality or to cease
operafions, or has no realistic alternative but to do so.

Thase charged with gavernance are responsible for overseeing the Municipality's financial reporting process.
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Cape Breton Regional Municipality
Page 2

Auditors' Responslbility for the Audit of the Consclidated Financial Statements

Our objectives are to obtain reasonable assurence about whether the consolidated financial stalements as o
whole are free from materiel misstatement, whether due to fraud or error, and to Issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not @ guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always detect 8 material
misstatement when it exists. Misstatements can arise fro or error and are considered material if,
individually or in the egaregate, they could reasonably be exgected to influence the economic decision of users
taken on the basis of these consolidated financial statemenfts. As p

of an audit in accordance with Canadian

throughout the audit.
We elso:

« Identify and assess the risks of material misstafemepit of the' congolidated financial statements, whether due

e to those risks, and obtain audit evidence
that Is sufficient and appropriste to provide a bas 2 inion. The risk of not detecting & material
misstatement resulting from fraud is higher than for one re ';%mézrror. as fraud may involve coflusion,

forgery, intentional omissions, misrepres j r the override ofintefnal control.

appropriate In the circumstances, but not f

« Obtain an understanding of internal conirg) rel he audit in order to design audit procedures that are
the
the Municipality's internal control.

on the audit evidence ohtained, whethér a palenal uncertainty exists related to events or conditions that
may cast significant doubt on the jcipali bility to continue as 2 going concern. If we conclude that a
material uncertainty exi M ntion in our auditor's report to the related disclosures
in the consolidated figfanci ents if sue Iosures are inadequate, to modify our opinion. Qur

conclusions are baséd orythe audlt evidence optained up to the date of our auditor's report. However, future

the disclosures, and whether t onsolidatéd financial stetements represent the underlying transactions
and events in 8 manner that achieves fairpesentation.

We communicate with those charged with govemance regarding, among other matters, the planned scope and
timing of the eudit and significant audit findings, including any significant deficienciss in internal control that we
identify during our audit.

Chartered Professional Accountants
Licensed Public Accountants

Sydney, Canada
September 26, 2018
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INDEPENDENT AUDITORS' REPORT

To His Warship the Mayor and Members of Council of
Cape Breton Regional Municipality Water Utility

Opinion

Wa have audited the accompanying financial statements of Cape Breton Regicnal Municipallty Water Utility
which comprise the statement of financial position as at March?31, 2019 and the statements of financial
aclivities, operating fund deficit, reserves and cash flows for the ygar then ended, and a summary of significant
accounting palicies and other explanatory infarmation,

In our opinion, these financial statements present fairty, the financial position of Cape
Breton Regional Municipality Water Utility as at March of Its fnancial performance snd
its cash flows for the year then ended in accordancg withythe Accounting and Répériing Handboak for Waler
Utilities in Nova Scotia.

Basis for Opinion

Without modifying aur apinian, we draw attention to Note lal statements which describes the basis
of accounting. We canducted our audit in accordance with Canadi r‘:@raﬂy accapted auditing standards.
Our responsibilities under those standards dre further descr i tt;%rd tor's Responsibilities for the Audit of
the Financial Statements section of our re independent of the Water Utility in accordance with
ethical requirements that are relevant to our au 'lt\of financjal statements in Canada, and we have fulfilled
our other ethical responsibilities in accordance with thesa reqn? ements. We believe that the sudit evidence we
have obtained is sufficient and appropsdie to-provide a bagis forpur opinian.

Responsibility of Management ayd The§e Charged with Goyephance for the Financial Statements

Management is responsible for tiie préperation and fair presentgtion of these financiat statements in accardance
with the Accounting and Reporting HandBodk fapWater Utilities in Nova Scotia and for such intemal cantrol as
managament determines is neci%o{a:{m& e preparation of financial statements that are free from
material misstatement, whe ue ud of r

In preparing financial sta ﬁzmﬁag ment '

as a going concern, di clns%s applicab
basis of accounting untegs man
has no realistic alternative bu

responsible for assessing the Water Utility's ability to continue
matters related to going concern and using the going concam

Those charged with govermnance are respoagible for averseeing the Water Utility's finsncial reporting pracess.

Auditors’ Reaponsibility for the Audit of the Financial Statements

Our oblectives are to obtain reasenable assurance about whether the financial statements as & whole are free
from materia! misstatement, whether due to fraud or error, and to issue an auditor's repart that includes our
opinion. Reasonable assursnce is 2 high level of assurance, but is not 3 guarantee that an sudit conducted in
accordance with Canadian generally acceptad auditing standards will always detect a material misstatement
when it exists. Misstatemeants can arise from fraud or error and are considerad materisl if, individuatly orin the
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Cape Breton Regional Municipslity Water Utility
Page 2

aggregate, they could reasonably be expected to influence the ecanomic decision of users taken an the basis of
these financial statements. As part of an audit in accordance with Canadian generally sccepted suditing
standards, we exercise prafessional jJudgment and maintain professional skepticism throughout the audit.

We also;

¢ ldentify and assess the risks of material misstatement of the financial statements, whether due ta fraud ar
error, design and perform audit pracedures responsivé to t
sufficient and eppropriete to provide a basis for
misstatement resulting from fraud is higher than for

risks, and abtain audit evidence that is

appropriate in the circumstances, but not for
the Water Utility’s internal control.

« Evaluate the sppropriateness of accaunting policies use
and related disclosures made by managzm

¢« Conclude on the apprapriateness of

nag 's use of the gdhg concern basis of accounting and

based an the sudit evidence obtained, whéther S material upCeTtainty exists refated to events ar conditions
that may cast significant doubt on the Water\mil ity's dbility/to continue as a gaing concern. If we conclude
thet a materiat uncertainty exists attention In our auditar's report to the relsted

o Evaluate the oversll presen u%;truct re and content of the financial statements, including the

disclosures, and whether the financi represent the underlying transactions and events in a
manner that achieves

ir presentati

ith 2 statement that we have complied with relevant ethical
mmunicate with them all relationships and other matters that
may reasonably be thought to bear an our independence, and where applicable, relsted ssfeguards.

requirements regarding independence, an

Chartered Professional Accountants
Licensed Public Accountants

Sydney, Canada
September 26, 2019
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Cape Breton Regional Municipality
320 Esplanade
Sydney, Nova Scotia
B1P 1A7

September 26, 2019

MGM & Associates

P. 0. Box 1

Sydney, Nova Scotia

B1P 6G9

Dear Sir/fMadame:

This representation letter is provided in gonn ur audit of the financial statements of
Cape Breton Regional Municipality fo March 31, 2019, for the purpose of
expressing an opinicn as to whether the fina nts are presented fairly, in ali material
respects, in accordance with Canadian accounting or not-for-profit organizations.

i icipality personnel with relevant
knowledge and experience, and,\wheregs iate, by i oting supporting documentation.

1. Financial Statements

i iomof which we are aware that is relevant to the preparation

i. Additionali
and

armation/that you have requested from us for the purpose of the audit;

iii. Unrestricted access to persons within the Municipality from whom you determine it
necessary tc obtain audit evidence.

c. Ensuring that all transactions have been recorded in the accounting records and are
reflected in the financial statements; and

d. Designing and implementing 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 have also communicated to you any deficiencies in
the design and implementation or the maintenance of internal control over financial
reporting of which management is aware.
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MGM & Associates
September 26, 2019

2. Fraud and Non-Compliance
We have disclosed to you:

a, All of our knowledge in relation 1o actys

d. or suspected fraud affecting the
Municipality's financial statements involving:

i. Management;

i Employees who have significant/foles/in internal control; o

regulations, including all aspects of contr ments that should be considered
when preparing the finangial statements;

e. The results of our risk ass ing possible fraud or error in the financial
statements.

3. Related Parties

All events subsequentta the/date of the financial statements and for which Canadian public
sector accounting standards requires adjustment or disclosure have been adjusted or
disclosed.

6. Commitments and Contingencies

There are no commitments, contingent liabilities/assets or guarantees (written or oral) that
should be disclosed in the financial statements other than those disclosed in note 13. This
includes liabilities arising from contract terms, illegal acts or possible illegal acts, and
environmental matiers that would have an impact on the financial staterents.
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MGM & Associates
September 26, 2019

7. Misstatements

The effects of uncorrected misstatements are igimatérial, individually and in aggregate, to
the financial statements as a whole. A list of tfle untorrected misstatements, including the

8. Accounting Policies

All significant accounting policies are i

9. Future Plans

We have ne plans or intentions that ly affect the carrying value or classification
of assets and liabilities reflected in4he finafsiay statgments.

Yours truly,

Jennifer Campbell, Chief Financia
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Cape Breton Regional Municipality Water Utility
320 Esplanade
Sydney, Nova Scotia
B1P 1A7

September 26, 2019

MGM & Associates
P. O. Box 1

Sydney, Nova Scotia
B1P 8G9

Dear SirfMadame:

in Nova Scatia.

in making the representations
inform purselves on the subjes
knowledge and experience, and, where

Hor through inqumes
ience, and, Wk W te, pyinsps
We confirm that (to the best of our knowledgs/and jelief):

1. Financial Statement

and

fi. Unrestricted access to persons within the Utility from whom you determine it
necessary to obtain audit evidence.

¢. Ensuring that all transactions have been recorded in the accounting records and are
reflected in the financial statements; and
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MGM & Associates
September 26, 2019

d. Designing and implementing such internal conitgl es we determined is necessary to
enable the preparation of financial statementg that/are free from material misstatement,
whether due to fraud or error. We have alsd cofimunicated to you eny deficiencies in
the design end implementation or the ance of internal control over financial
reporting of which management is aware

2. Fraud and Non-Compliance
We have disclosed to you:

a. All of our knowledge in relation {6 acflial, alleged or suspect
Utility's financial statements involying:

d fraud effecting the

i. Management;

3.
ou théddentity of all of the entity's related-party relationships and
e, All related-party relationships and transactions have
disclosed in accordance with the requirements of
or Water Utilities in Nova Scotia.
4.

Nova Scotia. Those estimates reflect our judgment based
on our knowledge and experfence of past and current events, and on our assumptions
about conditions we expect fo exist and courses of action we expect to take. We confirm
that the significent assimptions and measurement methods used by us in making
accounting estimates, including those measured at fair value, are reasonable.

5. Subsequent Events

All events subsequent to the date of the financial statements and for which Accounting and
Reporting Handbook for Water Utilities in Nova Scotia requires adjustment or disclosure
have been adjusted or disclosed.
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MGM & Associates
September 26, 2019

6. Commitments and Contingencies

impact an the financia! statements.
7. Adjustments

Jennifer Campbell, Chiief Financial Oflicer
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