Toronto and Region

<« Conservation
Authority
Executive Committee Meeting #4/20 was held via videoconference, on Friday, June 12,

2020, pursuant to section C.12, subsections (3) and (4), of the TRCA’s Board of Directors
Administrative By-Law. The Chair Jennifer Innis, called the meeting to order at 9:30 a.m.

PRESENT

Jennifer Innis Chair
Jack Heath Vice-Chair
Paul Ainslie Member
Ronald Chopowick Member
Dipika Damerla Member
Joanne Dies Member
Gordon Highet Member
Linda Jackson Member
Cynthia Lai Member
Anthony Perruzza (in: 9:39 a.m.) Member
ABSENT

Jennifer Drake Member
Paula Fletcher Member

The Chair recited the Acknowledgement of Indigenous Territory.

RES.#B21/20 - MINUTES
Moved by: Paul Ainslie
Seconded by: Ronald Chopowick

THAT the Minutes of Meeting #3/20 of the Executive Committee, held on May 1, 2020 be
approved.
CARRIED

PRESENTATIONS

5.1 A presentation by Joane Mui, Partner, KPMG and Vladimir Servan, Senior Manager,
KPMG in regard to item 7.1 — 2019 Audited Financial Statements.

RES.#B22/20 - PRESENTATIONS
Moved by: Linda Jackson
Seconded by: Jack Heath

THAT above-noted presentation 5.1 be received.
CARRIED




Section | — Items for Board of Directors Action

RES.#B23/20 - 2019 AUDITED FINANCIAL STATEMENTS

The 2019 audited financial statements are recommended for approval.
Moved by: Linda Jackson
Seconded by: Jack Heath

THE EXECUTIVE COMMITTEE RECOMMENDS THAT the transfer of funds from surplus to
unrestricted reserves in the amount of $6,189,000 as outlined below and reflected in Note
7, “Accumulated Surplus” to the financial statements (Attachment 1) be approved;

AND FURTHER THAT the 2019 audited financial statements, as presented in Attachment
1 be approved, signed by the Chair and Secretary-Treasurer of Toronto and Region
Conservation Authority (TRCA) and distributed to each member municipality and the
Minister, in accordance with subsection 38(3) of the Conservation Authorities Act.
CARRIED
BACKGROUND AND RATIONALE
The 2019 TRCA audited financial statements are presented for approval. The accounting firm
KPMG LLP has completed its audit and has included within the financial statements an
unqualified, independent auditor’s report. The audited financial statements are presented as
Attachment 1 to the report. Representatives from KPMG LLP will be in attendance to present
the auditor’s report on the 2019 financial statements.

Auditor Communication on Audit Strategy and Results

Included as Attachment 2 is a report from KPMG LLP addressed to the Executive Committee,
entitled, “Audit Findings Report”. This report addresses various matters, including the auditor's
approach to the audit, materiality and any adjustments. Two audit adjustments were identified,
regarding the treatment of the interest rate exchange agreement and prepaid insurance, which
was not actually paid until after year-end. The auditors provided performance improvement
observations in their finding, which represent comments intended to improve TRCA'’s efficiency
and effectiveness of financial policies and procedures.

Financial Statement Summary - Statement of Financial Position

e Cash and Investments

The cumulative balance of these two financial statement line items has grown to $42,596,000,
an increase of 6% since the prior year (2018 - $40,152,000), which exceed deferred revenue
obligations of $40,485,000 (2018 - $38,702,000).

e [nvestments

On September 6, 2016, TRCA invested $6,500,000 in the One Fund’s Bond/Equity accounts. As
of year-end, the Book Value (BV) has grown to $6,976,000, which exceeded the Fair Value (FV)
by $42,000. Subsequent to year end, the portfolio has continued to strengthen, and the Fair
Value now exceeds the Book Value by $81,000 as of the end of May 2020.



December 31 December 31 May 31 May 31
2019 (BV) 2019 (FMV) 2020 (BV) 2020 (FMV)

Bond Portfolio $3,771,000 $3,624,000 $3,803,000 $3,749,000
Universe Corporate Bond Portfolio $2,705,000 $2,641,000 $2,730,000 $2,761,000
Equity Portfolio $500,000 $669,000 $500,000 $604,000
Total $6,976,000 $6,934,000 $7,033,000 $7,114,000
Unrealized Gain (Loss) ($42,000) $81,000

As of the end of year, the balance of funds with RBC Dominion Securities was $3,027,000
(2018 - $9,224,000), as TRCA staff worked to divest its holdings when financially viable, in
accordance with Board of Directors direction. No funds have been re-invested with RBC
Dominion Securities at this time, but staff are assessing opportunities in accordance with the
newly approved investment policy.

e Receivables

This balance has grown to $29,573,000, an increase of 19% since the prior year (2018 -
$24,845,000). Most of this growth pertains to the timeliness of billings/collections from authority
generated sources (trade receivables and the Living City Foundation). With COVID-19
impacting TRCA'’s stakeholders, including government sources, TRCA is working pragmatically
to ensure timely recovery of outstanding balances.

o Derivative Financial Instrument

The derivative financial instrument of $3,100,000 represents the Mark-to-Market valuation of the
interest rate swap entered by TRCA. Even though this loss would never be realized by TRCA
unless it were to sell the instrument, which is not the intention, accounting standards require that
the changes in market value of the interest rate swap be reflected in TRCA's financial
statements.

e Tangible Capital Assets (TCA)

In the current year, there were financial acquisitions of tangible capital assets totaling
$8,665,000 (2018 - $17,437,000) and acquisitions through donations of $1,710,000 (2018 -
$376,000) offset by amortization of $8,080,000 (2018 - $8,085,000) and disposals of
$30,972,000 (2018 - $2,817,000), primarily related to the transfer of lands due to the creation of
Rouge National Urban Park. These essential factors resulted in a net decrease of tangible
capital assets by $28,842,000.

Financial Statement Summary - Statement of Operations and Accumulated Surplus

e Revenue

TRCA's revenue increased to $138,010,000 from $130,008,000 in the prior year, representing a
6% increase, primarily driven by the value-added work provided to its municipal partners
through capital levies and contract services, which increased by $7,498,000 over the prior year.

e EXxpenses

TRCA's expenses increased to $129,621,000 from $116,558,000 in the prior year, representing
an 11% increase, primarily driven by the value-added work provided to its municipal partners
through water risk management project work, which increased by $14,780,000 over the prior
year.



e Accumulated Surplus

TRCA'’s accumulated surplus decreased by $25,683,000 in the year, which is primarily due to
three factors included in the statement of financial position: (1) the decrease in tangible capital
assets of $28,842,000, (2) the recognition of the $3,100,000 unrealized loss on the derivative
financial instrument and a reduction in unfunded vacation pay entitlements of $70,000. Taking
these elements into account, TRCA'’s unrestricted reserves increased by $6,189,000 to
$14,239,000, which will be vital in addressing the expected impact of COVID-19 on operations
in 2020.

e Variance Explanation

At the April 24, 2020 Board of Directors Meeting, the 2019 Year End Financial Report was
approved, which explained variances based on unaudited financial information compiled by
Finance.

April 24 Report Final Financial Statements Difference
Total Revenues $135,485,000 $138,010,000 $2,525,000
Total Expenses $131,104,000 $129,621,000 $1,483,000
Net Impact $4,381,000 $8,389,000 $4,008,000

The increase in total revenues is primarily attributed to final billings and recognition of 2020
municipal capital levies for work approved and completed in 2019. The decrease in total
expenses is due to the conclusion of TRCA'’s annual tangible capital asset assessment.

Relationship to Building the Living City, the TRCA 2013-2022 Strategic Plan
This report supports the following strategy set forth in the TCA 2013-2022 Strategic Plan:
Strategy 9 — Measure performance

Report prepared by: Michael Tolensky, extension 5965
Email: michael.tolensky@trca.ca

For information contact: Michael Tolensky, extension 5965
Email: michael.tolensky@trca.ca

Date: June 1, 2020

Attachments: 2

Attachment 1: 2019 Audited Financial Statements
Attachment 2: Audit Findings Report


mailto:Michael.tolensky@trca.ca
mailto:Michael.tolensky@trca.ca

(Letterhead of Client)

KPMG LLP

Vaughan Metropolitan Centre
100 New Park Place, Suite 1400
Vaughan, ON L4K 0J3

Canada

June 26, 2020
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 financial statements (hereinafter referred to as “financial statements”)
of Toronto and Region Conservation Authority (“the Entity”) as at and for the period ended
December 31, 2019.

General:

We confirm that the representations we make in this letter are in accordance with the definitions as
set out in Attachment | 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
November 17, 2017, 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 (“relevant information”), such as financial
records, documentation and other matters, including:

— the names of all related parties and information regarding all relationships and
transactions with related parties;

— 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. All
significant actions are included in such summaries.

c) providing you with unrestricted access to such relevant information.



d)
e)
f)

a)

h)

providing you with complete responses to all enquiries made by you during the
engagement.

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

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

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.

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

ensuring that internal auditors providing direct assistance to you, if any, were instructed
to follow your instructions and that we, 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)

b)

c)

d)

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

all information in relation to fraud or suspected fraud that we are aware of that involves:
— management;
— employees who have significant roles in internal control over financial reporting; or

— others

where such fraud or suspected fraud could have a material effect on the financial
statements.

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

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.

Misstatements:

10) We approve the corrected misstatements identified by you during the audit described in
Attachment 1.

Non-SEC registrants or non-reporting issuers:

11) 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).

12) We also confirm that the financial statements of the Entity will not be included in the group
financial statements of a Canadian reporting issuer audited by KPMG or an SEC Issuer
audited by any member of the KPMG organization.



Yours very truly,

By: Mr. John Mackenzie, Chief Executive Officer

By: Mr. Michael Tolensky, Chief Financial and Operating Officer



Attachment | — 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:

o Related parties exist when one party has the ability to exercise, directly or indirectly, control, joint control or significant influence over the other.
Two or more parties are related when they are subject to common control, joint control or common significant influence. Related parties also
include management and immediate family members.

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

o Arelated party transaction is a transfer of economic resources or obligations between related parties, or the provision of services by one party
to a related party, regardless of whether any consideration is exchanged. 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.



Attachment Il - Summary of Audit Misstatements Schedule(s)

Income
Description/ Error Effect
# Account Name Identified During Type Amount DR (CR) Balance Sheet Effect Cash Flow Effect
Non-fina
DR (CR) Income | Accumulate | Financial | Non-fina | Financial ncial Operating | Investing | Financing
effect d surplus Assets ncial Liabilities | Liabilitie | Activities Activities | Activities
Assets S
$ $ $ $ $ $ $ $ $ $
1 | Payable and accrued To adjust invoices erroneously Factual | 1,965,147 1,965,147 (1,965,147)
liabilities recorded both prepaid expenses and
accounts payable at December 31,
2019
Other Assets (1,965,147) (1,965,147) 1,965,147
2 | Unrealized loss on To record Mark to Market adjustment | Factual | 3,100,000 3,100,000 | 3,100,000 - (3,100,000) -
derivative financial on interest rate swap
instrument
Derivative financial -
instrument (3,100,000) (3,100,000) 3,100,000
Total effect of corrected misstatements 3,100,000 3,100,000 | (1,965,147) (1,134,853) 0
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of the Toronto and Region Conservation Authority

Opinion

We have audited the financial statements of the Toronto and Region Conservation
Authority (the Entity), which comprise:

e the statement of financial position as at December 31, 2019

e the statement of operations and accumulated surplus for the year then ended

e the statement of changes in net financial assets for the year then ended

e the statement of cash flows for the year then ended

e and notes to the financial statements, including a summary of significant accounting
policies

(Hereinafter referred to as the "financial statements")

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Entity as at December 31, 2019, and its results of
operations, its changes in net financial assets and its cash flows for the year then ended
in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
"Auditors' Responsibilities for the Audit of the Financial Statements" section of
our auditors' report.

We are independent of the Entity in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Responsibilities of Management and Those Charged with
Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the financial statements, management is responsible for assessing the
Entity's ability to continue as a going concern, disclosing as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Entity or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Entity's financial
reporting process.

Auditors' Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors' report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will
always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards,
we exercise professional judgment and maintain professional skepticism throughout the
audit.

We also:

o |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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.
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e Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Entity's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors' report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditors' report. However, future events or conditions
may cause the Entity to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

¢ Communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

e Obtain sufficient appropriate audit evidence regarding the financial information of
the entities within the group Entity to express an opinion on the financial statements.
We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

DRAFT

Chartered Professional Accountants, Licensed Public Accountants

Vaughan, Canada




TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT statement of Financial Position
(In thousands of dollars)

December 31, 2019, with comparative information for 2018

2019 2018
Assets
Financial assets:
Cash (note 2) $ 32,593 $ 24,095
Investments (note 3) 10,003 16,057
Receivables (notes 4 and 14) 29,573 24,845
72,169 64,997
Liabilities
Financial liabilities:
Payables and accrued liabilities 16,663 17,821
Vacation pay entitlements 2,882 2,669
Deferred revenue (note 5) 40,485 38,702
Derivative financial instrument (note 6) 3,100 -
63,130 59,192
Net financial assets 9,039 5,805
Non-financial assets:
Other assets 943 1,018
Tangible capital assets (note 7) 439,855 468,697
440,798 469,715
Accumulated surplus (note 8) $ 449,837 $ 475,520

Contingent liabilities and commitments (note 15)
Subsequent event (note 18)

See accompanying notes to financial statements.

On behalf of Toronto and Region Conservation Authority:

Chair

Secretary Treasurer




TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT statement of Operations and Accumulated Surplus
(In thousands of dollars)

Year ended December 31, 2019, with comparative information for 2018

2019 2019 2018
Budget Actual Actual
(note 16)
Revenue:
Government funding (note 9) $ 161,480 $ 100,991 $ 92,334
Authority generated (notes 10 and 14) 41,954 36,063 36,823
Investmentincome 716 956 851
204,150 138,010 130,008
Expenses (note 11):
Watershed Studies and Strategies 3,806 3,805 3,042
Water Risk Management 93,610 46,554 31,774
Regional Biodiversity 22,249 16,261 16,727
Greenspace Securement and Management 10,577 4,087 5,309
Tourism and Recreation 18,922 19,581 20,990
Planning and Development Review 11,401 9,890 10,106
Education and Outreach 16,267 9,737 8,785
Sustainable Communities 10,434 8,464 9,083
Corporate Services 26,709 11,242 10,742
213,975 129,621 116,558
Net surplus (deficit) before the undernoted (9,825) 8,389 13,450
Unrealized loss on derivative financial
instrument (note 6) - (3,100) -
Net loss on disposal of tangible capital
assets (note 7) — (30,972) (2,817)
Net surplus (deficit) (9,825) (25,683) 10,633
Accumulated surplus, beginning of year 475,520 475,520 464,887
Accumulated surplus, end of year $ 465,695 $ 449,837 $ 475,520

See accompanying notes to financial statements.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT statement of Changes in Net Financial Assets
(In thousands of dollars)

Year ended December 31, 2019, with comparative information for 2018

2019 2019 2018
Budget Actual Actual
(note 16)

Net surplus (deficit) $ (9,825) $ (25,683) $ 10,633
Acquisition of tangible capital assets - (8,665) (17,437)
Contributed tangible capital assets (note 7) - (1,710) (376)

Net loss on disposal of tangible capital
assets (note 7) - 30,972 2,817
Write-off of tangible capital assets - 91 40
Proceeds on disposal of tangible capital assets - 74 43
Amortization of tangible capital assets - 8,080 8,085
Change in other assets - 75 (77)
Increase (decrease) in net financial assets (9,825) 3,234 3,728
Net financial assets, beginning of year 5,805 5,805 2,077
Net financial assets, end of year $ (4,020) $ 9,039 $ 5,805

See accompanying notes to financial statements.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT statement of Cash Flows
(In thousands of dollars)

Year ended December 31, 2019, with comparative information for 2018

2019 2018
Cash provided by (used in):
Operating activities:
Net surplus (deficit) $ (25,683) $ 10,633
Items not involving cash:
Amortization of tangible capital assets 8,080 8,085
Accrued interest income on investments (222) (264)
Unrealized loss on derivative financial instrument 3,100 -
Net loss on disposal of tangible capital assets 30,972 2,817
Write-off of tangible capital assets 91 40
Contributed tangible capital assets (1,710) (376)
Change in non-cash operating working capital:
Receivables (4,728) (4,653)
Other assets 75 (77)
Payables and accrued liabilities (1,158) 3,366
Vacation pay entitlements 213 6
Deferred revenue 1,783 1,294
10,813 20,871
Investing activities:
Purchase of investments (142) (140)
Proceeds on maturity of investments 6,418 6,344
6,276 6,204
Capital activities:
Purchase of tangible capital assets (8,665) (17,437)
Proceeds on disposal of tangible capital assets 74 43
(8,591) (17,394)
Increase in cash 8,498 9,681
Cash, beginning of year 24,095 14,414
Cash, end of year $ 32,593 $ 24,095

See accompanying notes to financial statements.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements
(In thousands of dollars)

Year ended December 31, 2019

Toronto and Region Conservation Authority ("“TRCA") delivers programs and services that further the
conservation, restoration, development and management of natural resources other than gas, oil, coal
and minerals. As the largest of the 36 provincial conservation authorities, TRCA's area of jurisdiction
spans nine watersheds including those within the City of Toronto and areas in the Regional
Municipalities of Durham, Peel and York (including lower tier municipalities), the Township of
Adjala-Tosorontio and Town of Mono.

TRCA is incorporated under the Conservation Authorities Act, having commenced operations in 1957.
TRCA is a registered charity under the Income Tax Act (Canada) and, as such, is exempt from income

taxes.

1. Significant accounting policies:

The financial statements for TRCA are the responsibility of and prepared by management in
accordance with the Chartered Professional Accountants of Canada Public Sector Accounting
Handbook, that sets out generally accepted accounting principles for government not-for-profit
organizations in Canada. The financial statements have been prepared in accordance with
Canadian Public Sector Accounting Standards ("PSAS"), excluding Sections PS4200 and
PS4270, with the following significant accounting policies:

@)

(b)

Basis of accounting:

The financial statements are prepared using an accrual basis of accounting which recognizes
the effect of transactions and events in the period in which the transactions and events occur,
regardless of whether there has been a receipt or payment of cash or its equivalent. Accrual
accounting recognizes a liability until the obligation(s) or condition(s) underlying the liability
is partly or wholly satisfied. Accrual accounting recognizes an asset until the future economic
benefit underlying the asset is partly or wholly used or lost.

Revenue recognition:

Government funding including transfers, municipal capital and operating levies, grants,
contract services and management fees are recognized in the financial statements when the
payments are authorized and all eligibility criteria have been met, except when there is a
stipulation that gives rise to an obligation that meets the definition of a liability. In that case,
the funding is recorded as deferred revenue and recognized as revenue as the stipulations
are met.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

1.

Significant accounting policies (continued):

(©

(d)

(e)

Authority generated revenues including property rental income, contract services,
admissions and parking, permits (development, camping, picnic, commercial filming and
photography), environmental assessments, programs (education, family and community),
events (weddings, festivals and corporate events), athletic fees and equipment rentals,
program and event sponsorships, product sales (nursery, food, beverage and merchandise)
and membership fees are recognized as revenue in the period in which the related services
are performed. Amounts collected for which the related services have not been performed
are recorded as deferred revenue and recognized as revenue when the related services are
performed. Unrestricted donations are recorded as revenue in the period they are received
or receivable, when a reasonable estimate can be made of the amount involved. Externally
restricted donations are deferred and recognized as revenue in the year in which the related
expenses are recognized. Donated tangible capital assets are recorded at fair market value,
when fair market value can be reasonably estimated.

Cash:

Cash consists of cash on hand, cashable guaranteed investment certificates, and all deposits
in banks including interest bearing savings accounts.

Investments:

Investments, which consist of non-cashable guaranteed investment certificates, bonds and
a portfolio with the One Investment Program, are recorded at cost. Investment income,
including interest and dividends, is recognized when earned. Any discount or premium
arising on purchase is amortized over the period to maturity. If there is a permanent loss in
value, an investment will be written down to recognize the loss. Any write-down would be
included in the statement of operations and accumulated surplus.

Other assets:

Other assets include inventory for resale and prepaid expenses. Merchandise, food and
beverage inventory for resale is valued at the lower of cost and net realizable value. Nursery
inventory is valued at the lower of cost and replacement value. Cost is determined on a first-
in, first-out basis.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

1.

Significant accounting policies (continued):

()

@

Tangible capital assets:

Tangible capital assets are recorded at cost, which includes amounts directly attributable to
acquisition, design, construction development, improvement or betterment of the assets.
Costs include overhead directly attributable to construction and development as well as
interest costs that are directly attributable to the acquisition or construction of the asset. The
cost, less the residual value of the tangible capital assets, is amortized on a straight-line basis
over the estimated useful lives as follows:

Assets Years
Infrastructure 25-50
Buildings and building improvements 10-55
Land improvements 20-40
Machinery and equipment 5-20
Vehicles 6-25

Tangible capital assets are written down when conditions indicate they are no longer able to
contribute to TRCA's ability to provide goods or services, or when the value of future
economic benefits associated with the tangible capital assets are less than their net book
value. The net write-downs are accounted for as expenses in the statement of operations
and accumulated surplus.

Contributed tangible capital assets are recorded at fair market value on the date of
contribution, except in circumstances where fair market value cannot be reasonably
determined, and a nominal value is recorded.

TRCA's collection of historical treasures, including artifacts and buildings, and works of art
are not recognized in the financial statements.

Vacation pay entitlements:
Vacation entittements are accrued for as earned by employees. The liability for the

accumulated vacation days represents management's best estimate as to TRCA's future
liability.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

1.

Significant accounting policies (continued):

(h) Contaminated sites:

)

(k)

Contaminated sites are the result of contamination being introduced in air, soil, water or
sediment of a chemical, organic, or radioactive material or live organism that exceed an
environmental standard. A liability for remediation of contaminated sites is recognized, net
of any expected recoveries, when all of the following criteria are met: (a) an environmental
standard exists; (b) contamination exceeds the environmental standard; (c) TRCA is directly
responsible or accepts responsibility for the liability; (d) future economic benefits will be given
up; and (e) a reasonable estimate of the liability can be made. Changes in this estimate are
recorded in TRCA's statement of operations and accumulated surplus.

Employee pension plan:

The cost of the multi-employer defined benefit pension plan is recognized as the required
contributions for employees' services rendered in the year.

Reserves:

TRCA internally allocates its accumulated surplus to capital reserves to finance the cost of
tangible capital assets, purchases, maintenance and related expenditures and operating
reserves in order to ensure funds are available for financial relief in the event of a significant
loss of revenues or other financial emergency for which no other source of funding is
available. These reserve allocations are directed by the Board of Directors of TRCA.

Derivative financial instrument:

Derivative financial instruments are initially recorded and subsequently measured at fair
value.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

1. Significant accounting policies (continued):

(D Use of estimates:

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities, at the date of the financial statements and the reported
amounts of the revenue and expenses during the year. Items requiring the use of significant
estimates include allowance for doubtful accounts, accrued liabilities, vacation pay
entitlements, derivative financial instrument and tangible capital assets. Estimates are based
on the best information available at the time of preparation of the financial statements and
are reviewed annually to reflect new information as it becomes available. Measurement
uncertainty exists in these financial statements. Actual results could differ from these

estimates.

(m) Adoption of accounting policy:
Effective January 1, 2019, TRCA adopted the following standard issued by PSAB:
PS 3430, Restructuring Transactions

The adoption of this standard has not resulted in additional note disclosure.

2. Cash - CTC Source Protection Region:

The Credit Valley, Toronto and Region and Central Lake Ontario Source Protection Region
("CTC Source Protection Region") was established under the Clean Water Act of Ontario to
ensure communities protect their drinking water supplies through prevention - by developing
collaborative, watershed based source protection plans that are locally driven and based on
science. The CTC Source Protection Region's jurisdiction includes the Credit Valley, Toronto
and Region and Central Lake Ontario source protection areas, which are represented by the
respective conservation authorities under the Clean Water Act. In the current year, the Ministry
of the Environment, Conservation and Parks provided funding of $416 (2018 - $491) for source
protection projects to the TRCA, which delivers the management function on behalf of the CTC
Source Protection Region. Interest income of $7 (2018 - $10) has been imputed on the unspent
balance of the funds. Total funding of $192 (2018 - $555) is held in a separate bank account as
of December 31, which is included on the statement of financial position as cash, with a

corresponding deferred revenue balance.



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)

(In thousands of dollars)

Year ended December 31, 2019

3. Investments:

2019 2018
The One Investment Program:
Bond Portfolio $ 3,771 $ 3,689
Universe Corporate Bond Portfolio 2,705 2,644
Equity Portfolio 500 500
Guaranteed investment certificates:
Interest rates: 1.96% - 2.26% (2018 - 1.81% - 2.46%) 1,905 2,943
Years of maturity: 2020 - 2021 (2018 - 2019 - 2021)
Municipal bonds:
Interest rates: 1.58% (2018 - 1.58% - 1.84%) 592 1,670
Years of maturity: 2020 (2018 - 2020 - 2021)
Corporate bond: 530 519
Interest rate: 1.80% (2018 - 1.80%)
Year of maturity: 2022 (2018 - 2022)
Provincial bonds:
Interest rates: nil (2018 - 1.75% - 1.97%) - 3,295
Years of maturity: nil (2018 - 2020 - 2022)
Financial institution bonds:
Interest rates: nil (2018 - 1.72% - 2.58%) - 797
Year of maturity: nil (2018 - 2020)
$ 10,003 $ 16,057

The fair market value of the investments at December 31, 2019 is $9,950 (2018 - $15,723).

4, Receivables:

2019 2018
Government funding:
Municipal $ 14,642 $ 17,507
Federal 2,249 1,218
Provincial 2,963 120
Authority generated:
Trade 5,946 4,426
The Living City Foundation (note 14) 3,773 1,574
$ 29,573 $ 24,845

10



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

5. Deferred revenue:

2019 2018
Government funding (a) $ 26,771 $ 25,809
Authority generated (b) 13,714 12,893
$ 40,485 $ 38,702

(&) Government funding:
2019 2018
Balance, Balance, Balance,
beginning of Funding Funding end of end of
year received recognized year year

Municipal (note 6(a)):

Capital levies $ 17,696 $ 44311 $ (42,860) $ 19,147 $ 17,696
Contract services 1,188 31,824 (30,783) 2,229 1,188
Grants 1,035 885 (1,020) 900 1,035
Provincial 1,372 5,115 (5,333) 1,154 1,372
Federal 241 3,339 (3,148) 432 241
Revenue sharing policy (i) 4,277 355 (1,723) 2,909 4,277

$ 25,809 $ 85,829 $ (84867) $ 26,771 $ 25,809

The proceeds on the sale of properties in the amount of $256 (2018 - $457) is attributed
to the Province of Ontario (the "Province") and the member municipalities on the basis
of their original contribution when the properties were acquired. The Ministry of Natural
Resources and Forestry reserves the right to direct the purpose to which the Province's
share of funds may be applied or to request a refund. The balance must always be
maintained in proportion to the original contribution by the Province and TRCA,
represented by the member municipalities. TRCA is permitted to withdraw the municipal
share of the funds provided that the Province's corresponding share is either matched
by other sources of funding or returned to the Province. In the current year, nil (2018 -
$204) in funding was recognized in relation to the Greenspace acquisition project.
Interest income of $99 (2018 - $77) has been including in funding received.

On May 8, 2018, the Ministry of Natural Resources and Forestry approved $3,538 in
funds to be treated as disposition proceeds from land sales associated with the
Province's grants toward TRCA's administrative building construction project. In the
current year, $1,723 (2018 - nil) of these funds were recognized.

11



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

5.

6.

Deferred revenue (continued):

(b) Authority generated:

2019 2018

Balance, Balance, Balance,

beginning of Funding Funding end of end of

year received recognized year year

Cash in lieu and compensation $ 9,113 $ 2,134 $ (10990 $ 10,148 $ 9,113
Master environmental servicing 2,185 3,626 (3,958) 1,853 2,185
Contract services 799 2,159 (1,784) 1,174 799
Other 429 28,314 (28,489) 254 429
Event deposits 365 511 (593) 283 365
Property easements 2 1,125 (1,125) 2 2
$ 12,893 $ 37,869 $ (37,048) $ 13,714 $ 12,893

Credit facility agreement and derivative financial instrument:

(@) On February 22, 2019, the Board of Directors authorized TRCA to enter into a $54,000

unsecured, non-committed and non-revolving construction and term loan agreement to
support the construction of TRCA's new administrative office building at 5 Shoreham Drive.
The agreement was entered into on February 26, 2019 with a Canadian commercial bank
and bears interest at the applicable Canada Bankers' Acceptances plus 0.74%, fixed rate by
way of interest rate swap or prime rates, depending on the form of borrowing. All amounts
drawn under the agreement will be available with a commitment period of up to 10 years from
the date of initial drawdown. The construction loan will convert to the term loan on the earlier
of substantial completion of the project and November 1, 2021. The principal amount of the
term loan is to be repaid in full over a maximum of 30 years from the conversion date. Under
the terms of the loan agreement, TRCA is required to company with certain financial and

non-financial covenants.

As at December 31, 2019, no funds have been drawn under the loan agreement.

The municipal partners of TRCA, including the City of Toronto and the Regions of Durham,
Peel and York have committed up to $60,000 of funding for the project over the next 29 years,
as approved by their individual Councils.

12



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

6. Credit facility agreement and derivative financial instrument (continued):

(b) In concurrence with the loan agreement, TRCA entered into an interest rate swap to forwards

(©

fix the interest payable at 3.658% on $50,000 of the available $54,000 facility.

At December 31, 2019, TRCA has an interest rate exchange agreement in the amount of
$50,000 outstanding and maturing on January 1, 2047. The change in fair value of this
contract at December 31, 2019 was an unrealized loss of $3,100 which has been recorded
as a liability on the statement of financial position and unrealized loss on derivative financial
instrument on the statement of operations and accumulated surplus.

On May 22, 2019, TRCA obtained a letter of credit with a Canadian commercial bank to
undertake certain work with the Department of Fisheries and Oceans, as required by
Fisheries and Oceans Canada. The available amount of credit for this facility amounted to
$2,600 at a rate of 1.05%. On May 31, 2019, $2,450 of this credit limit was applied to the
Ashbridge's Bay project, and $77 was applied to the Patterson Creek project, expiring on
June 12, 2020.

As of December 31, 2019, TRCA had an existing credit facility of $300 (2018 - $300)
available, with $273 (2018 - $273) applied to the Fishleigh Drive project.

7. Tangible capital assets:

2019 - Cost Opening Additions Transfers Disposals Closing
Land $ 344,145 $ 1,501 $ 29 $ (28,158) $ 317,517
Infrastructure 181,101 1,094 2,371 - 184,566
Buildings and building improvements 57,226 359 81 (11,062) 46,604
Land improvements 16,642 408 - (28) 17,022
Machinery and equipment 7,461 607 - - 8,068
Vehicles 5,736 439 (426) 5,749
Assets under construction 14,846 5,967 (2,481) (91) 18,241

$ 627,157 $ 10,375 $ — $ (39,765) $ 597,767

Amortization -

2019 - Accumulated amortization Opening net Disposals Closing
Infrastructure $ 115,573 $ 4,666 $ - $ 120,239
Buildings and building improvements 29,349 1,673 (8,202) 22,820
Land improvements 6,863 618 (28) 7,453
Machinery and equipment 3,348 685 - 4,033
Vehicles 3,327 438 (398) 3,367

$ 158,460 $ 8,080 $  (8,628) $ 157,912

13



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

7. Tangible capital assets (continued):

Net book value 2019 2018
Land $ 317,517 $ 344,145
Infrastructure 64,327 65,528
Buildings and building improvements 23,784 27,877
Land improvements 9,569 9,779
Machinery and equipment 4,035 4,113
Vehicles 2,382 2,409
Assets under construction 18,241 14,846

$ 439,855 $ 468,697

In the current year, TRCA transferred certain lands with a carrying value of $30,141 (2018 -
$2,744) to Parks Canada for nominal consideration. The land transfers are reflected as a net loss
on disposal of tangible capital assets in the statement of operations and accumulated surplus.
Further, TRCA received from individual private owners $1,710 (2018 - $376) of contributed land

and buildings within the Greenspace Securement and Management service area.

8. Accumulated surplus:

2019 2018
Tangible capital assets $ 439,855 $ 468,697
Unfunded vacation pay entitlements (1,157) (1,227)
Unrestricted reserves 14,239 8,050
Unrealized loss on derivative financial instrument (3,100) -
$ 449,837 $ 475,520
9. Revenue - government funding:

2019 2019 2018
Budget Actual Actual

Municipal:
Capital levies $ 59,425 $ 44,156 $ 39,967
Contract services 69,983 30,783 27,474
Operating levies 14,828 14,828 14,322
Other 3,412 1,020 1,399
Provincial 5,432 7,056 5,858
Federal 8,400 3,148 3,314
$ 161,480 $ 100,991 $ 92,334

14



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

9.

10.

11.

12.

Revenue - government funding (continued):

Municipal capital levies includes $1,296 (2018 - nil) of funding recognized and receivable as at

December 31, 2019.

Revenue - authority generated:

2019 2019 2018
Budget Actual Actual
Watershed Studies and Strategies $ 31 $ 828 $ 53
Water Risk Management 1,439 1,232 1,317
Regional Biodiversity 8,126 3,024 2,653
Greenspace Securement and Management 5,118 5,963 7,059
Tourism and Recreation 10,517 9,925 11,395
Planning and Development Review 9,440 7,419 8,366
Education and Outreach 4,450 3,794 3,543
Sustainable Communities 2,694 2,180 2,182
Corporate Services 139 1,698 255
$ 41,954 $ 36,063 $ 36,823

Expenses by object:
2019 2019 2018
Budget Actual Actual
Compensation (note 13) $ 75943 $ 67,533 $ 65444
Contract services 110,785 43,074 32,483
Materials and supplies 25,369 9,004 8,456
Utilities 1,078 1,245 1,148
Property taxes 800 685 942
Amortization of tangible capital assets - 8,080 8,085
$ 213,975 $ 129,621 $ 116,558

Public sector salary disclosure:

TRCA is subject to The Public Sector Salary Disclosure Act, 1996, due to funding received from
the Province during the current year being in excess of $1,000. Salaries and taxable benefits for
the 73 employees (2018 - 63 employees) that have been paid by TRCA and reported to the
Province in compliance with this legislation can be obtained from the Ministry of Finance or upon

request from TRCA.
15



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

13. Employee pension plan:

TRCA makes contributions to the Ontario Municipal Employees Retirement System ("OMERS"),
a multi-employer pension plan, on behalf of its qualifying full-time and part-time employees. The
plan is a defined benefit plan, which specifies the amount of the retirement benefit to be received
by the employees based on the length of service, pension formula and best 60 months of

earnings. Employees and employers contribute equally to the plan.

As OMERS is a multi-employer defined benefit pension plan, any pension plan surpluses or
deficits are a joint responsibility of all eligible organizations and their employees. As a result,
TRCA does not recognize any share of the OMERS pension funding deficit of $3,397,000 (2018 -
$4,191,000), as TRCA's portion of the amount is not determinable. TRCA's current service
contributions to the OMERS pension plan in the amount of $4,698 (2018 - $4,683) are included

as compensation expense in the current year.

14. The Living City Foundation:

The Living City Foundation, operating as Toronto and Region Conservation Foundation
(the "Foundation”), is an independent, non-controlled registered charitable organization which
has its own Board of Directors. As such, TRCA's financial statements do not include the activities

of the Foundation.

In the current year, the Foundation contributed $3,397 (2018 - $1,091) to TRCA programs, which
is included as part of authority generated revenue. As at December 31, 2019, the Foundation
has an externally restricted fund balance of $4,176 (2018 - $4,674), which is to be used primarily
for undertaking TRCA projects, and an operating fund surplus of $246 (2018 - deficit of $19).
The receivable balance from the Foundation is non-interest bearing, unsecured and has no

specified repayment terms.

15. Contingent liabilities and commitments:

(@) Legal actions and claims:

TRCA has received statements of claim as defendant under various legal actions resulting
from its involvement in land purchases, fatalities, personal injuries and flooding on or
adjacent to its properties. TRCA maintains insurance coverage against such risks and has
notified its insurers of the legal actions and claims. It is not possible at this time to determine
the outcome of these claims and, therefore, no provision has been made in these financial

statements.

16



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

15.

16.

Contingent liabilities and commitments (continued):

(b)

(©

(d)

Land expropriations:

TRCA has completed the acquisition of lands required to undertake various projects which
includes acquiring lands under the Expropriations Act. A number of properties required for
the Revised Project for the Etobicoke Motel Strip were obtained through expropriation from
five owners. Funding was from the City of Etobicoke and the Municipality of Metropolitan
Toronto (now collectively known as the City of Toronto) and the Province of Ontario. To date
four of the expropriations have been settled in the amount of $23,765 and the compensation
has been paid during the 2008 to 2012 fiscal periods.

Lease commitments:

TRCA is committed under various operating leases for office spaces over the next five years
and thereafter, with minimum lease payments as follows:

2020 $ 1,075
2021 585
2022 96
2023 63
2024 16
Thereafter 16

$ 1,851

Loan guarantee:

TRCA and the City of Toronto have jointly and severally provided a loan guarantee in the
amount of $4,600 (2018 - $4,600) to Evergreen for its financial institutional lender for the Don
Valley Brick Works restoration project. As of December 31, 2019, Evergreen's outstanding
loan balance is $1,720 (2018 - $2,236), and is repayable in monthly installments, with the
final payment due on April 15, 2023.

Budget figures:

The budget in the statement of operations and accumulated surplus was approved on May 24,
2019.

17



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)
(In thousands of dollars)

Year ended December 31, 2019

17.

18.

19.

Contractual rights:

As at December 31, 2019, TRCA estimates contractual rights of $20,152 (2018 - $32,930) will
be earned in future years.

Subsequent event:

Subsequent to year end, on March 11, 2020, the COVID-19 outbreak was declared a pandemic
by the World Health Organization. The COVID-19 pandemic is currently impacting many
organizations, as all levels of government are advising individuals to self-isolate or to practice
social-distancing. The situation is dynamic and the ultimate duration and magnitude of the impact
on the economy and the financial effect on TRCA is unknown at this time.

Comparative information:

Certain comparative information has been reclassified to conform with the financial statement
presentation adopted in the current year.

18



TORONTO AND REGION CONSERVATION AUTHORITY

DRAFT Notes to Financial Statements (continued)

(In thousands of dollars)

Year ended December 31, 2019

20.

Segmented disclosures:

2019 2018
Watershed Greenspace
Studies Securement Tourism Planning Education
and Water Risk Regional and and and and  Sustainable Corporate
Strategies Management  Biodiversity Management Recreation Development Outreach Communities Services Total Total
Revenue:
Government funding $ 3,045 $ 46,314 $ 14384 $ 2,420 % 8,077 $ 2,089 $ 6,571 $ 5944 $ 12,147 $ 100,991 $ 92,334
Authority generated 828 1,232 3,024 5,963 9,925 7,419 3,794 2,180 1,698 36,063 36,823
Investment income - 7 - 97 - - 3 - 849 956 851
3,873 47,553 17,408 8,480 18,002 9,508 10,368 8,124 14,694 138,010 130,008
Expenses:
Compensation 3,242 11,342 8,854 1,586 9,278 9,136 6,740 5,860 11,495 67,533 65,444
Contract services 400 25,988 4,046 475 2,709 356 1,968 1,160 5,972 43,074 32,483
Materials and supplies 19 3,272 1,981 460 1,560 128 495 193 896 9,004 8,456
Utilities - 30 6 107 804 - 212 - 86 1,245 1,148
Property taxes - - 6 674 - - - - 5 685 942
Amortization of tangible
capital assets 1 2,013 88 414 3,500 2 187 445 1,430 8,080 8,085
Internal charges
(recoveries) 143 3,909 1,280 371 1,730 268 135 806 (8,642) - -
3,805 46,554 16,261 4,087 19,581 9,890 9,737 8,464 11,242 129,621 116,558
Unrealized loss on derivative
financial instrument - - - - - - - - (3,100) (3,100) -
Net loss on disposal of
tangible capital assets - - - (30,190) (49) - - - (733) (30,972) (2,817)
Net surplus (deficit) $ 68 $ 999 $ 1,147 $ (25,797) $ (1,628 $ (382) $ 631 $ (340) $ (381) $ (25,683) $ 10,633

19
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EXECUtive summary

Purpose of this report!

The purpose of this Audit Findings Report is to assist you, as a member of the Executive Committee, in your review of the results of our audit of the financial
statements of Toronto and Region Conservation Authority (“the Authority”) as at and for the year ended December 31, 2019.

Our audit is risk-focused. In planning our audit, we have taken into account key areas

Audit risks and results

of focus for financial reporting.

As of the date of this report, we have completed the audit of the financial statements,

Finalizing the Audit

with the exception of certain remaining procedures, which include amongst others:

Receipt of investment confirmation from CIBC Mellon

Completing our discussions with the Executive Committee

Completing our subsequent event review procedures

Receipt of signed management representation letter (dated upon board
approval)

Obtaining evidence of the Board’s approval of the financial statements

We will update the Executive 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.

Independence

We are independent with respect to Toronto and Region Conservation Authority
within the meaning of the relevant rules and related interpretations prescribed by the
relevant professional bodies in Canada and any other standards or applicable
legislation or regulation.

Audit Materiality

Materiality has been determined based on total expenses. We have reviewed the
scope of work across segments and activities across the entity. We have determined
materiality to be $3.2M (2018 - $2.9M) for the year ended December 31, 2019.

See page 5.

1 This Audit Findings Report should not be used for any other purpose or by anyone other than the executive 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.
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Uncorrected differences

We did not identify differences that remain uncorrected.

Accounting estimates

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

Items requiring the use of significant estimates include allowance for doubtful
accounts, accrued liabilities, vacation pay entitlements, derivative financial instrument
and tangible capital assets. Please refer to note 1 (l) to the financial statements.

Significant accounting policies and practices

There was no change to the significant accounting policies during the year.

The Authority adopted a new public sector accounting standard in 2019. See page 13
for consideration regarding the implementation of the new standard in the current
year financial statements.

m Audit Findings Report

Performance improvement observations

We did not identify any control deficiencies that we determined to be significant
deficiencies in internal control over financial reporting.

We have identified performance improvement observations which were
communicated to management. See page 15 for further details of our observations
and management'’s response.

Financial impact of COVID-19

We have discussed the financial impact of COVID-19 on the operations of the
Authority with management, and the Authority’s response to the pandemic. Due to
the uncertainty of the future financial impact to the Authority, management has added
a subsequent event to the notes to the financial statements.

See pages 3 and 4.
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AUdItResponse (o COVIL-9 Pandemic

Subsequent

Our audit approach
Events

Timing regarding Our Firm is fully paperless and the audit was conducted remotely. Our platform, CLARA, provided management and the audit team with a digital

the year-end audit | collaboration site. As such, we were ready to complete the audit as scheduled and as communicated in the audit planning report.

— Considerations for any permanent impairment in investments as at December 31, 2019 and subsequent to year-end.

Investments — We recalculated gains/losses recognized relating to change in investment balances and ensured all investments are presented at their
appropriate fair market value and obtained third party confirmations.

We reviewed investment statements as at April 30, 2020 and noted no significant or adverse changes in the fair value of the investments.

Accounts — Consideration of any changes in collectability assessment in light of COVID-19.
Receivable . . . . . . .
We substantively tested a sample of accounts receivable by tracing to subsequent receipt and noted no issues with valuation.
Subsequent
Events Subsequent to December 31, 2019, the COVID-19 outbreak was declared a pandemic by the World Health Organization and has had a

significant financial market and social dislocating impact. As such enhanced subsequent events procedures are warranted.

There are two types of subsequent events, with the accounting treatment dependent on the categorization as follows:

— Type 1 - Events that provide future evidence of conditions that existed at the financial statement date. For these conditions, the financial
statements should be adjusted for measurable impact to the assets, liabilities, revenues and expenditures.

— Type 2 - Events that are indicative of conditions that rose subsequent to the financial statement date. For these conditions, disclosures, at a
minimum, should include a description of the event and an estimate of the financial impact, when practicable or a statement that an estimate
cannot be made.

Audit response:

— This qualifies as a Type 2 subsequent event

— A description of the assessment of the impact of these events has been disclosed in note 19 to the financial statements
— We discussed the going concern assumption and reviewed management’s 2021 forecast in response to COVID-19.
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Audit Response o COVID-19 Pandemic (continued

Subsequent

Events

Resources for COVID-19 Alerts (Live Link)
Management,
Board and Please visit our COVID-19 website for resources regarding the topics below. This site is being updated daily based on information being
released by Federal, Provincial and Municipal news releases.

Committee

members . o .
— Business continuity guide

— Immediate actions to take

— Medium to long-term actions

— Tax considerations and a summary of Federal and Provincial programs
— Legal considerations

— Financial reporting and audit considerations

— Global perspectives

NOTE: the remainder of this document is normalized for our audit approach as undertaken.
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Materiaty

Materiality is used to identify risks of material misstatements, develop an appropriate audit response to such risks, and evaluate the level at which we think
misstatements will reasonably influence users of the financial statements. It considers both quantitative and qualitative factors. To respond to aggregation risk,
we design our procedures to detect misstatements at a lower level of materiality.

Materiality determination Comments Amount

Materiality Determined to perform the audit and to evaluate the effects of identified misstatements on the audit and of $3.2 million
any uncorrected misstatements on the financial statements.

The corresponding amount for the prior year’s audit was $2.9 million

Benchmark Based on total expenses for the year. $129.6 million
This benchmark is consistent with the prior year.

The corresponding amount for the prior year’s audit was $116.5 million

% of Benchmark The corresponding percentage for the prior year’s audit was 2.50% 2.50%
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AUCITTISKS and results

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.

1  Significant Risk Management override of controls

Significant financial reporting risk Why is it significant?

Fraud risk from management override of controls This is a presumed fraud risk. Professional standards presume the risk of
management override of controls exist in all companies.

We have not identified any specific additional risks of management override relating
to this audit.

Our response and significant findings

Professional standards require certain procedures to be performed to address the presumed risks of management override of controls.

— Using our Data & Analytics software, we tested manual and automated journal entries by extracting all journal entries recorded in the general ledger system and other
adjustments. Using these extractions, we selected a sample of journal entries and verified if they were supported by proper documentation and followed the journal entry
initiation and approval controls and process in place. We did not find any exceptions in our testing over journal entries.

— We evaluated the reasonableness of estimates. We found that management’s process for identifying accounting estimates is considered adequate.

—  We did not identify any significant unusual transactions or any specific additional risks of management override during our audit.

No issues were noted.
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AUCITTISKS and results

2 Other areas of focus Audit procedures performed over significant accounts and transactions
Other area of focus Why is it significant?
Cash and Investments These are material account balances and disclosures

Our response and significant findings

- We confirmed cash balances at year end with RBC Royal Bank.

- We reviewed the year end bank reconciliations for all accounts, vouching significant items to supporting documentation.

- We confirmed the investment balances at year end with RBC Dominion Securities Inc. and CIBC Mellon.

- We performed substantive analytical procedures on investment income and gains/losses on investments.

- We reviewed the carrying value of investments in comparison with their fair value to assess if an impairment charge is required.

- We performed cut-off testing over a sample of transactions in the last month of 2020 and the first month of 2021 to assess if they were recognized in the correct period.

- We reviewed the Authority’s compliance with the Investment policy dated June 24, 2016 which outlines policies and controls over investment policies. As at December
31, 2019, the Authority was in compliance with all policies.

- We reviewed management’s presentation of cash and investments in the financial statements and the disclosures in the notes to the financial statements and find them

to be appropriate

No exceptions were noted during testing.
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AUCITTISKS and results

3 Other areas of focus (Con't) Audit procedures performed over significant accounts and transactions

Other area of focus Why is it significant?

Revenue, Deferred Revenue and Accounts Receivable These are material account balances and disclosures.

Our response and significant findings

- We tested each revenue stream by vouching revenue items to source documentation on a sample basis:
— We tested a sample of deferred revenue receipt and release transactions and agreed to supporting documentation.
— We tested a sample of government funding and authority generated revenue by agreeing to supporting documentation.
—  We agreed municipal levies revenues to approved budgeted amounts and to payment receipts.

- We performed testing over the completeness of revenue by reviewing a sample of transactions at the end of 2020 and the beginning of 2021 to assess whether they
were recorded in the correct period.

- For all revenue sources, we reviewed the Authority’s revenue recognition policy in accordance with appropriate PSAB standards.

- We reviewed accounts receivable sub-ledgers for credit balances, unusual amounts, and aged balances, and we vouched a sample of balances to supporting
documentation including payment receipt.

- We obtained a confirmation from the Living City Foundation with respect to amounts owing to the Authority.

- We reviewed management’s presentation of revenue sources in the financial statements and the disclosures in the notes to the financial statements and find them to be
appropriate.

No exceptions were noted during testing.

m Audit Findings Report Page |8



AUCITTISKS and results

4 Other areas of focus (Con't) Audit procedures performed over significant accounts and transactions

Other area of focus Why is it significant?
Tangible Capital Assets These are material account balances and disclosures.
Compensation Expense and Vacation Pay Entitlements These are material account balances and disclosures.

Our response and significant findings

- We tested a sample of additions to tangible capital assets and work-in-progress and agreed each sample to supporting documentation.

- We tested a sample of transfer of tangible capital assets out of the work in progress account and agreed to sufficient appropriate evidence that the asset was completed
and put into use.

- We performed substantive analytical procedures over amortization of tangible capital assets.

- We tested a sample of disposals and agreed to board minutes authorizing significant dispositions.

- We reviewed management’s presentation of tangible capital assets in the financial statements and the disclosures in the notes to the financial statements and find them
to be appropriate.

No exceptions were noted during testing.

- We obtained an understanding of the processes surrounding payroll.

- We performed substantive analytical procedures over compensation expenses and substantively tested employee headcount for existence and completeness.

- We tested significant payroll accruals as at year-end by agreeing to payroll registers and payment subsequent to year-end.

- We reviewed the listing of employee vacation accruals and tested on a sample basis by agreeing to employee files and reviewing the maximum allowable carry-forward
amounts in accordance with the Authority’s policies.

- We reviewed management’s presentation of compensation on expenses in the financial statements and the disclosures in the notes to the financial statements and find
them to be appropriate.

No exceptions were noted during testing.
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AUCITTISKS and results

5  Other areas of focus (Con't) Audit procedures performed over significant accounts and transactions

Other area of focus Why is it significant?

Expenses, Payables and Accrued Liabilities These are material account balances and disclosures.

Our response and significant findings

- We selected a sample of expense transactions and agreed to supporting invoices to assess accuracy of amounts recorded and their classification.

- We reviewed supporting documentation for significant accruals.

- We performed a trend analysis and actual version budget of expenses and reviewed significant variances with management

- We performed a search for unrecorded liabilities to assess the completeness of liabilities.

- We held inquiries with management, reviewed Board minutes, and reviewed all legal correspondence during the fiscal year to evaluate potential legal liabilities and
contingencies. To assess the existence and completeness of liabilities, we obtained a legal confirmation letter from the Authority’s legal counsel.

- We reviewed management’s presentation of expenses and liabilities in the financial statements and the disclosures in the notes to the financial statements and find
them to be appropriate with the reporting framework.

During our testing, we noted that certain invoices that related to insurance coverage of periods after December 31, 2019, were recorded in payables and accrued liabilities
with a corresponding entry in prepaid expenses (other assets). As at year-end, the Authority did not prepay the invoices therefore we proposed an adjusting entry to reduce
payables and accrued liabilities and prepaid expenses (other assets) in the amount of $1.97M. Management has agreed to reco