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PRIVATE AND CONFIDENTIAL

121 Commercial Relationship between the City of Hamilton and M.J. Dixon
Construction Limited (LS13018 (b)/FCS13041(b)) (City Wide) (tabled at
the December 7, 2017 meeting) (distributed under separate cover)

12.2  Development Charges Complaint under Section 22(2) of the
Development Charges Act - Mattamy Waterdown Limited, 22 Spring
Creek Live / Work Units (LS18001 / FCS18010) (City Wide)
(distributed under separate cover)

12.3  Centralization of Information Technology Services (FCS18016) (City
Wide) (distributed under separate cover)

ADJOURNMENT
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AUDIT, FINANCE AND ADMINISTRATION COMMITTEE

MINUTES 17-016
9:30 a.m.
December 7, 2017
Council Chambers
Hamilton City Hall

Present: Councillors D. Skelly (Chair), A. VanderBeek (Vice-Chair),
A. Johnson, C. Collins, M. Pearson, B. Johnson and L. Ferguson

THE FOLLOWING ITEMS WERE REFERRED TO COUNCIL FOR CONSIDERATION:

1. Selection of Chair and Vice Chair for 2018 (Item A)

(B. Johnson/Pearson)
That Councillor A. VanderBeek be appointed Chair of the Audit, Finance and

Administration Committee for 2018.
CARRIED

(VanderBeek/Pearson)
That Councillor B. Johnson be appointed Vice-Chair of the Audit, Finance and

Administration Committee for 2018.
CARRIED

2. Volunteer Advisory Committee 2018 Budget Submission (HUR17026) (City
Wide) (Item 5.1)

(B. Johnson/VanderBeek)
That the Volunteer Advisory Committee 2018 budget base submission be

approved as follows and forwarded to the 2018 budget process (General Issues
Committee (GIC)):

(@) Advisory Committee on Immigrant & Refugees in the amount of $3500.00;

(b)  Lesbian, Gay, Bisexual, Transgender and Queer (LGBTQ) Advisory
Committee in the amount of $3942.00;

(© Aboriginal Advisory Committee in the amount of $3552.00;

(d) Hamilton Mundialization Committee in the amount of $5890.00;

(e) Hamilton Status of Women Committee in the amount of $3500.00;
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) Committee Against Racism (includes Lincoln Alexander Day Celebration)
in the amount of $8900.00.
CARRIED
3. 2017 Third Quarter Non-compliance with the Procurement Policy Report
(FCS17012(c)) (City Wide) (Item 5.2)

(Pearson/VanderBeek)
That Report FCS17012(c) respecting the 2017 Third Quarter Non-compliance
with the Procurement Policy Report, be received.

CARRIED

4, Follow Up to Performance Audit Report 2015-17 Protective Plumbing
Program (Value for Money Audit) (AUD17031) (City Wide) (Item 5.3)

(B. Johnson/A. Johnson)

That Report AUD17031 respecting a Follow Up to Performance Audit report

2015-17 Protective Plumbing Program (Value for Money Audit), be received.
CARRIED

5. Follow Up to Audit Report 2014-16 Office of the City Clerk — Records
Management (AUD17032) (City Wide) (Item 5.4)

(B. Johnson/A. Johnson)
That Report AUD17032 respecting a Follow Up to Audit Report 2014-16 Office of
the City Clerk — Records Management, be received.

CARRIED

6. Tax Appeals under Sections 357 and 358 of the Municipal Act (2001)
(FCS17003(f)) (City Wide) (Item 5.5)

(B. Johnson/VanderBeek)
(@ That Appendix “A” to Report FCS17003(f) respecting the Tax Appeals

processed under Section 357 of the Municipal Act, (2001), in the amount
of $122,263 be approved;

(b)  That Appendix “B” to Report FCS17003(f) respecting the Tax Appeals, due
to a Gross or Manifest Clerical Error, Pursuant to Section 358 of the
Municipal Act, (2001), in the amount of $5,648 be approved.

CARRIED

7. 2017 Third Quarter Request for Tenders and Proposals Report
(FCS17010(b)) (City Wide) (Item 5.6)

(Ferguson/Pearson)
That Report FCS17010(b) respecting the 2017 Third Quarter Request for
Tenders and Proposals Report, be received.

CARRIED
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8. 2017 Third Quarter Emergency and Non-competitive Procurements Report
(FCS17011(b)) (City Wide) (Item 5.7)

(Pearson/VanderBeek)
That Report FCS17011(b) respecting the 2017 Third Quarter Emergency and
Non-competitive Procurements Report, be received.

CARRIED

9. Treasurer’s Apportionment of Land Taxes (FCS17017(b)) (City Wide) (Iltem
5.8)

(B. Johnson/Pearson)
(@ That the 2017 land taxes in the amount of $1,664 for 82-84 Narbonne

Crescent, Stoney Creek (Roll #2518 003 650 36293) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(b)  That the 2017 land taxes in the amount of $1,664 for 78-80 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36294) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(c) That the 2017 land taxes in the amount of $1,664 for 70-72 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36296) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(d)  That the 2017 land taxes in the amount of $1,667 for 66-68 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36297) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(e) That the 2017 land taxes in the amount of $1,667 for 62-64 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36298) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

) That the 2017 land taxes in the amount of $1,667 for 58-60 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36299) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);
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(g9 That the 2017 land taxes in the amount of $1,667 for 50-52 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36301) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(h)  That the 2017 land taxes in the amount of $1,667 for 42-44 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36303) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(i) That the 2017 land taxes in the amount of $1,667 for 18-20 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36309) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

0) That the 2017 land taxes in the amount of $1,667 for 14-16 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36310) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(k)  That the 2017 land taxes in the amount of $1,667 for 10-12 Narbonne
Crescent, Stoney Creek (Roll #2518 003 650 36311) be apportioned and
split amongst the two newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

)] That the 2017 land taxes in the amount of $5,646 for 141-145 Mcmonies
Drive, Flamborough (Roll #2518 303 350 60964) be apportioned and split
amongst the three newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(m) That the 2017 land taxes in the amount of $4,358 for 133-139 Mcmonies
Drive, Flamborough (Roll #2518 303 350 60965) be apportioned and split
amongst the four newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(n)  That the 2017 land taxes in the amount of $4,970 for 125-131 Mcmonies
Drive, Flamborough (Roll #2518 303 350 60966) be apportioned and split
amongst the four newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(o) That the 2017 land taxes in the amount of $5,988 for 119-123 Mcmonies
Drive, Flamborough (Roll #2518 303 350 60967) be apportioned and split
amongst the three newly created parcels as set out in Appendix “A” to
Report FCS17017(b);
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(p)  That the 2017 land taxes in the amount of $5,352 for 109-117 Mcmonies
Drive, Flamborough (Roll #2518 303 350 60968) be apportioned and split
amongst the five newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(@) That the 2017 land taxes in the amount of $4,812 for 101-107 Mcmonies
Drive, Flamborough (Roll #2518 303 350 60969) be apportioned and split
amongst the four newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(n That the 2017 land taxes in the amount of $9,097 for 3-45 Bonhill
Boulevard, Glanbrook (Roll #2518 901 130 035804) be apportioned and
split amongst the twenty-two newly created parcels as set out in Appendix
“A” to Report FCS17017(b);

(s) That the 2017 land taxes in the amount of $3,714 for 257-269 Pumpkin
Pass, Glanbrook (Roll #2518 901 340 34776) be apportioned and split
amongst the seven newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(® That the 2017 land taxes in the amount of $3,325 for 269-279 Pumpkin
Pass, Glanbrook (Roll #2518 901 340 34777) be apportioned and split
amongst the six newly created parcels as set out in Appendix “A” to Report
FCS17017(b);

(u)  That the 2017 land taxes in the amount of $3,325 for 279-291 Pumpkin
Pass, Glanbrook (Roll #2518 901 340 34778) be apportioned and split
amongst the seven newly created parcels as set out in Appendix “A” to
Report FCS17017(b);

(v)  That the 2017 land taxes in the amount of $3,325 for 291-301 Pumpkin
Pass, Glanbrook (Roll #2518 901 340 34779) be apportioned and split
amongst the six newly created parcels as set out in Appendix “A” to Report
FCS17017(b);

(w)  That the 2017 land taxes in the amount of $3,584 for 121-131 Kinsman
Drive, Glanbrook (Roll #2518 901 340 34784) be apportioned and split
amongst the six newly created parcels as set out in Appendix “A” to Report
FCS17017(b);

(x) That the 2017 land taxes in the amount of $3,584 for 131-141 Kinsman
Drive, Glanbrook (Roll #2518 901 340 34785) be apportioned and split
amongst the six newly created parcels as set out in Appendix “A” to Report
FCS17017(b).
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CARRIED

10. Hamilton Street Railway Pension Plan Actuarial Valuation at January 1,
2017 (FCS17094) (City Wide) (Item 5.9)

(Ferguson/Pearson)
(@ That the January 1, 2017 actuarial valuation for the Hamilton Street

Railway Pension Plan per Appendix 'C' to Report FCS17094 be received
for information;

(b)  That the current budgeted amount of $5.87 million be increased by $1
million for ~ the budget year 2019, to fund the special payments for both
the Hamilton Street Railway (HSR) Plan and the Hamilton Wentworth
Retirement Fund (HWRF), and any additional shortfall be funded from the
Pension Deficiency Reserve (112065).

CARRIED

11. 2017 City of Hamilton External Audit Plan (FCS17101) (City Wide) (Iltem
5.10)

(B. Johnson/VanderBeek)

That Appendix A, attached to Report FCS17101 respecting the 2017 City of

Hamilton External Audit Planning Report prepared by KPMG, be received.
CARRIED

12. Prudent Investor Standard and Proposed Amendments to Investment and
Finance Rules (FCS17097) (City Wide) (Item 5.11)

(A. Johnson/Pearson)
That Report FCS17097 respecting Prudent Investor Standard and Proposed
Amendments to Investment and Finance Rules, be received.

CARRIED

13. Report 17-004 of the Governance Review Sub-Committee — November 21,
2017 (Item 8.1)

(A. Johnson/Pearson)
(@ Amendments/Improvements to the City of Hamilton’s Procedural By-
Law
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That suggestions respecting amendments/improvements to the City of
Hamilton’s Procedural By-law, be forwarded to the City Clerk for
consideration during term review of the By-law by the Governance Review
Sub-Committee.

(b) Civic Rings for Members of City Council (CL17004) (City Wide)
(referred by Council on June 14, 2017 to Governance Review Sub-
Committee for discussion) (Item 8.1)

That members of Council be personally responsible for the purchase of a
civic ring(s) at any point during their term of office, either through payroll
deductions or payment in full.

(c) Selection Process for the Election Compliance Audit Committee
CL17010 (City Wide) (Item 8.3)

That Report CL17010, respecting the Selection Process for the Election
Compliance Audit Committee, be received.

(d)  Virtual Meetings CL16001(a) (City Wide) (Item 8.4)

That Report CL16001(a) respecting Virtual Meetings, be received.

Main Motion as Amended CARRIED

14. Feasibility of Separating Municipal and Education Tax Bills and Mailings
(FCS17100) (City Wide) (Item 8.2)

(B. Johnson/Pearson)
That Report FCS17100 respecting the Feasibility of Separating Municipal and
Education Tax Bills and Mailings, be received.

CARRIED

15. Call Consolidation Update (FCS17104) (City Wide) (Item 12.2)

(B. Johnson/A. Johnson)
(@  That the City’s Call Handling Consolidation project (2051357320) cost be

reduced from $2.918 M to $2.753 M;
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(b)  That the $2.753 M revised cost of implementation of the City’s Call
Handling Consolidation project be funded accordingly:

0] $1.418 M from the Investment Stabilization Reserve (112300);

(i) $0.137 M from the Building Permit Fees Revolving Fund (104050);
(i)  $0.250 M from the Sanitary Sewer Capital Reserve (108005);

(iv)  $0.948 M from the Enterprise Fund Reserve (112243);

(c) That the funding from the Enterprise Fund Reserve (112243) be repaid
from the program savings currently forecasted in 2018 to 2021;

(d)  That staff report back through the 2022 Tax Supported Operating Budget
in regard to potential Levy reductions resulting from the full implementation
of the Call Handling consolidation;

(e) That the list of Call Handling areas recommended for consolidation
through CM13017/FCS13098 be amended as reflected in Appendix “A” of
FCS17104;

) That the Budget Complement Transfer Schedule in Appendix “B” of
FCS17104 be approved;

(g0 That the General Manager, Finance and Corporate Services, be
authorized and directed to negotiate, enter into and execute amendments
to the Contact Centre Management Software Licence and Services
Agreement and any ancillary documents required to give effect thereto, in
a form satisfactory to the City Solicitor, provided that the amendments fall

within the budgeted funding approved by Council.
CARRIED

FOR INFORMATION:

(@) CHANGES TO THE AGENDA (Item 1)
The Committee Clerk advised of the following change to the agenda:
1. PRIVATE AND CONFIDENTIAL

12.1 Commercial Relationship between the City of Hamilton and M.J.
Dixon Construction Limited (LS13018(b))/FCS13041(b)) (City Wide)

At the request of staff it is proposed that this Item be tabled until the
January 22, 2018 meeting in order to allow M.J. Dixon Construction
Limited an opportunity to attend the meeting.
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(b)

(c)

(d)

(€)

(VanderBeek/Pearson)
That the agenda for the December 7, 2017 Audit, Finance and Administration
Committee meeting be approved, as amended.

CARRIED

DECLARATIONS OF INTEREST (ltem 2)

There were no declarations of interest.

APPROVAL OF MINUTES OF PREVIOUS MEETING (ltem 3)
() November 6, 2017 (Item 3.1)

(VanderBeek/B. Johnson)
That the Minutes of the November 6, 2017 meeting of the Audit, Finance
and Administration Committee be approved, as presented.
CARRIED
DELEGATION REQUESTS (Iltem 4)

() Susan Canning respecting Property Tax Penalties (Item 4.1)

(B. Johnson/Pearson)
That the delegation request from Susan Canning respecting Property Tax
Penalties, be approved for a future meeting.

CARRIED

(i) Ronald Homier respecting Purchasing of City vehicles (Item 4.2)

(B. Johnson/Pearson)
That the delegation request from Ronald Homier respecting Purchasing of
City vehicles, be approved for a future meeting.
CARRIED
CONSENT ITEMS (Item 5)

() Minutes of Various Advisory Committees (Item 5.12)

(A. Johnson/Pearson)
That the following Advisory Committee Meeting Minutes be received:

(@)  Status of Women Advisory Committee - June 22, 2017

(b)  Status of Women Advisory Committee - September 22,
2017

(©) Status of Women Advisory Committee - October 26, 2017
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(f)

9)

(h)

(d) Immigrant and Refugee Advisory Committee - June 8, 2017

(e) Hamilton Mundialization Advisory Committee - October 18,
2017

CARRIED

DISCUSSSION ITEMS (Item 8)

(1) Report 17-004 of the Governance Review Sub-Committee -
November 21, 2017 (Item 8.1)

(Ferguson/VanderBeek)
That Item 5 of Report 17-004 of the Governance Review Sub-Committee
be deleted in its entirety.

Amendment CARRIED
For disposition of this matter, refer to Item 13.

GENERAL INFORMATION/OTHER BUSINESS (ltem 11)

() Outstanding Business List Item considered complete and to be
removed (Iltem 11.1)

(Pearson/B. Johnson)
(@) Feasibility of Separating Municipal and Education Tax Bills and
Mailings
CARRIED
PRIVATE AND CONFIDENTIAL (Item 12)

(1) Commercial Relationship between the City of Hamilton and M.J.
Dixon Construction Limited (LS13018(b))/FCS13041(b)) (City Wide)
(Item 12.1)

(A.Johnson/Ferguson)

That Item 12.1 regarding Report LS13018(b))/FCS13041(b) regarding the
Commercial Relationship between the City of Hamilton and M.J. Dixon
Construction Limited, be TABLED to the January 22", 2018 meeting of
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the Audit, Finance and Administration Committee in order to allow M.J.
Dixon Construction Limited the opportunity to attend the meeting.
CARRIED

(i)  Call Consolidation Update (FCS17104) (City Wide) (Item 12.2)

The Committee determined that they did not need to move into Closed
Session to consider Report FCS17104 respecting a Call Consolidation
Update.

For disposition of this matter, refer to Item 15.

()  ADJOURNMENT (Item 13)

(Pearson/Collins)
That, there being no further business, the Audit, Finance and Administration
Committee, be adjourned at 10:51 a.m.

CARRIED

Respectfully submitted,

Councillor D. Skelly, Chair
Audit, Finance and Administration
Committee

Lauri Leduc
Legislative Coordinator
Office of the City Clerk
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4.1

Form: Request to Speak to Committee of Council
Submitted on Wednesday, December 20, 2017 - 10:05am

==Committee Requested==
Committee: Audit, Finance & Administration

==Requestor Information==
Name of Individual: John Livingstone

Name of Organization: Canadian Corps of Commissionaires
(Hamilton)

Contact Number: 905 527 2775 ext 25

Email Address:ceo@on.aibn.com

Mailing Address:

Canadian Corps of Commissionaires (Hamilton)
Suite 208 - 151 York Boulevard

Hamilton, ON L8R 3M2

Reason(s) for delegation request: Adjustment to Contract
C5-09-14in light of Minimum Wage Increase

Will you be requesting funds from the City? Yes

Will you be submitting a formal presentation? Yes


mailto:ceo@on.aibn.com
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Form: Request to Speak to Committee of Council
Submitted on Tuesday, December 19, 2017 - 3:12pm

==Committee Requested==
Committee: Audit, Finance & Administration

==Requestor Information==
Name of Individual: Jim Bonotti
Name of Organization: Star Security Inc
Contact Number: 905-855-7827

Email Address: jimi@starsecurity.com

Mailing Address:
504 Main St E.
Hamilton, ON
L8N 1K7

Reason(s) for delegation request: Star Security Inc. is a
service provider for a number of City Contracts. The Province of
Ontario has passed Bill 148, which increases the minimum wage
to $14.00 an hour, which will greatly impact our contract. As this
is a provincial mandated increase that is beyond the control of
Star Security Inc, we proposed the same standard increases that
the Province has put in place. Unfortunately the City has denied
the increase and given our company 10 days notice of this and
took 2 months to inform us as we made our original contact about
this to the city in October. The province has put a 30% increase
to employees wages and no services company makes a 30%
profit on services, this in crease is $2.40 per hour when the
company only profits .33 Cents per hour, we have dealt with the
city procurement who has informed us to request a meeting with
the committee about this.
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Will you be requesting funds from the City? Yes

Will you be submitting a formal presentation? No
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Form: Request to Speak to Committee of Council
Submitted on Wednesday, December 27, 2017 - 10:15 am

==Committee Requested==
Committee: Audit, Finance & Administration

==Requestor Information==
Name of Individual: Doug Goodrow

Name of Organization: ServiceMaster Contract Services
Contact Number: 905 637 1411

Email Address: doug@smagoodrow.ca

Mailing Address:
ServiceMaster Contract Services
3245 Harvester Road, Unit 11
Burlington, Ontario

L7N 3T7

Reason(s) for delegation request:

To request Price Increase due to Province of Ontario
Employment Standards reforms effective January 01, 2018
that affect our ability to perform our Services in Contract
Number C12-03-16. In particular the following:

-Increased Minimum Wage Rate
-Equal Pay for Equal Work
-Scheduling and Work Hours
-Vacation and Public Holidays
-Leaves of Absence

These Labour Reforms have significantly increased our
Labour Costs and our ability to perform the Scope of Work
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as Per the Tender Documents dated February 18, 2016.

Will you be requesting funds from the City? Yes
Will you be submitting a formal presentation? Yes
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Form: Request to Speak to Committee of Council
Submitted on Wednesday, December 27, 2017 - 2:31 pm

==Committee Requested==
Committee: Audit, Finance & Administration
==Requestor Information==

Name of Individual: Bill Houston

Name of Organization: Sunshine Building Maintenance

Contact Number: C12-03-16

Email Address: bhouston@sbminc.net

Mailing Address:
2500 Industrial St. Burlington ON
L7P-1A5

Reason(s) for delegation request:

In the Fall of 2014 the Ontario government introduced new
minimum wage legislation that tied the annual increases in
minimum wage to the inflation rate. When Sunshine prepared
its costing for the C12-03-16 contract we used that formula to
project the costs for the term of this contract. In 2017, after
the contract had been awarded the Ontario Government
again made changes to Ontario labour laws, resulting in a
20% increase in the province's minimum wage, added
additional vacation entitlements and introduced paid sick
days. This was an unprecedented move in that no jurisdiction
has ever introduced such a massive increases to it's minimum
wage.
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In October of this year Hamilton city council voted 11 to 5 to
symbolically support the $15 minimum wage and in
September approved $50 million dollars specifically targeted
to reduce poverty in Hamilton. Both of these measure publicly
demonstrated that the city was supporting efforts to help
those in need. Given that this city's public position is
sympathetic to the working poor and that Hamiltonian's are
deserving of living wages we are somewhat perplexed that it
would deny companies increase to help them offset the
increases resulting from the provinces actions. By refusing
companies the additional funds you putting some companies
in financial peril and will force all service providers to reduce
operating costs to offset the increase wages. The end result
being lower service levels and lay offs, neither of which
benefit the city, it's employees nor help those whose wages
are below the poverty line.

We would appreciate an opportunity to meet with a
representative of the city to find a solution to this issue that
will benefit all stakeholders rather than force the burden on
small business.

Will you be requesting funds from the City? Yes

Will you be submitting a formal presentation? Yes
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5.1

Hamilton

MINUTES
Aboriginal Advisory Committee
Thursday, October 5, 2017- 5:30 P.M.
City Hall, 71 Main St. W., Room 264

Present: Marilyn Wright,Connie Bellamy, Patty Lawlor, Allan Loft,
KhitanyaPetgrave

Regrets: Shylo Elmayan, Scott Cruickshank, Sheryl Green, Councillor A.
Johnson

Absent: Councillor Green, Deborah Elmes

Also Present: Jodi Koch& Betsy Pocop—Human Rights, Diversity & Inclusion (staff)
John Ariyo (on behalf of Shylo EImayan) - Urban Indigenous
Strategy, Community and Emergency Services

Guests: Hannah Martin, Pierce Kreps, MaggiePowless-Lyens, and
VictoriaBomberry—-Cooperative of Indigenous Studies, Students, and
Alumni - McMaster University
Evelyn Myrie-Consultant forthe Mayor’s Office

Chairperson: Marilyn Wright

1. Opening.
. A. Loft did an opening

2. Welcome and Introductions.
° All were welcomed
. Round of introductions

3. Declaration of Interest.

. There were no declarations of interest
4, Review and Approval of Agenda.
. Removal of item 5.1 -B. Doolittle unable to attend

o Change to items 6.1 & 6.2: Items presented by John Ariyo on behalf of
Shylo Elmayan

MOTION #1
P. Lawlor/C. Bellamy
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That the Aboriginal Advisory Committee agenda of the October 5, 2017 meeting
be accepted as amended.
CARRIED.

5. Review and Approval of Minutes
MOTION #2
(a) Minutes of September 7, 2017
. Scott Cruickshank should be shown as absent
o 5(b)(i): Addition to minutes —-P. Lawlor charged with task of book display
and will provide update

C. Bellamy/K. Petgrave
That the Aboriginal Advisory Committee minutes of September 7, 2017 be
approved as amended.

CARRIED.

5. Presentations.
Evelyn Myrie — Equity and Inclusion Lens Tool Kit

e E. Myrie provided background information regarding the development of
the Tool Kit. The objective is to help the City achieve its equity goals and
to help listen to the diverse voices of the community

e E. Myrie is seeking feedback for the Tool Kit before the end of October

e The Tool Kit is a living document and will continuously be updated

e E. Myrie requested that the Tool Kit document be shared with other
community members for feedback

e Feedback: How does the Tool Kit deal with conflicting value systems of
different groups; demographic data and statistics provided reflect
negative aspects of Indigenous communities and do not reflect the
resiliency of the communities and their people;

e Feedback provided by K. Petgrave: concern raised about how to deal with
conflicting agendas for example scent free and smudging is missing

e E. Myrie requested that all feedback from the Committee and community
members be sent to J. Koch.

e Additional feedback to be provided at November meeting

6. Discussion Items
6.1 Urban Indigenous Strategy - John Ariyo
e Looking to implement TRC recommendations and the hope is to have a
guiding document
e Moving forward with a partnership circle with other organizations because
it is also about relationship building
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6.3

6.4

6.5

6.8

Looking at other cities and their response to the TRC recommendations
Shortlisting the calls to action for municipalities

Use of Indigenous Medicines Policy - John Ariyo

Work is being done on the use of indigenous medicine policy by S.
Elmayan

J. Koch provided update that the City of Hamilton Fire Department
leadership unanimously supports practice of smudging

Banner over Main Street

6.3.1 Liability Insurance- J. Koch confirmed the AAC is covered
for insurance and liability waived as long as the AAC remains Council
sponsored as per email from Risk Management

6.3.2 Location of Banner - Banner was located and is now stored
in the Human Resources storage located at 120 King Street West

Work Plan Discussion - Work Plan to be located an redistributed by
staff to all AAC members - discussion tabled for November 2" meeting
6.4.1 Add Recruitment Process for new term of AAC

Truth and Reconciliation Calls to Action

J. Koch provided binders on the Calls to Action for all Committee
members to bring to each meeting. Priority will be given to calls that are
most important to AAC and the City of Hamilton

Committee intends to review and discuss Calls to Action and then submit
report to Council on the AAC endorsement of the Calls to Action and
request Council support on these initiatives

2018 Budget Submission-

Copies of the 2017 Budget and Year to Date Actuals provided to
Committee

Tabled for November 2" meeting

Apology - Councillor A. Johnson

J. Koch shared Councillor A. Johnson’s written apology with the
Committee

Concern raised by committee members that there have now been two
incidents which were incorrectly attributed to the AAC

Aboriginal Literature Display



Page 28 of 249

Aboriginal Advisory Committee Meeting 4 October 5, 2017

e Hamilton Public Library (HPL) appointed staff to work with P. Lawlor on
the Book Display for Ontario Library Week; looking to have display for
October 17 or 18

o Staff will need to confirm availability of one or two cases for the display

MOTION #3

C. Bellamy/K. Petgrave
That the Aboriginal Advisory Committee use the Committee’s display cabinet located
in City Hall for the temporary book display.

CARRIED.

7. Notices of Motions
8. Motions

9. Other Business
9.1 Amos Key Jr Presentation to Corporate Leadership Team
Update from J. Koch regarding presentation to the City’s Corporate
Leadership Team by Amos Key Jr. and spoke of the impact the
presentation had and had positive feedback for the speaker.

9.2 Residential School Survivor Series
J. Koch provided information regarding a Residential School Survivor
speaker series taking place during the months of October and November
at the Woodland Cultural Centre. Admission is $10.

9.3 Inuit Art Display - Art Gallery of Hamilton
J. Koch provided update on initiative by S. ElImyan to facilitate a staff visit
to the Art Gallery for an educational tour and activity

9.4 Email Contact Information

Committee members present provided consent to sharing of personal
emails with the group for correspondence.

10. Next Meeting
¢ Next meeting scheduled for November 2, 2017 at 5:30 pm.

11. Closing
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e A. Loft did a closing

12. Adjournment
The meeting was adjourned at 8:45 p.m.
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Hamilton

- MINUTES -
COMMITTEE AGAINST RACISM
Tuesday,September 26, 2017,6:30p.m.
City Hall, 71 Main Street West, Room 192

Present: Marlene Dei-Amoah, Janice Webster,Joseph Scott, Tyrone

Childs,Jessica Brennan, Winston Morrison, Ashok Kumar,Taimur
Qasim, David Jacob, Daniel Ramos,Councillor Doug Conley

Regrets: Steve Petgrave, Amirah Hassan, Councillor Lloyd Ferguson
Absent: Nerene Virgin, Louic LeBlanc, Roger Cameron
Also Present: Jodi Koch - Staff
Guests: None
Chair: M. Dei-Amoah
1. Welcome and Introductions
. All were welcomed
2. Declaration of Interest
. None declared
3. Review and Approval of Agenda
e City of Hamilton support to CAR - Request to move to Item 6.1
e Add Equity and Inclusion project as Item 6.6
e Add Correspondence to CAR from Community Coalition Against Racism as
Item 8.1
e Add Notice to Committee regarding Conference October 31 in Ottawa as
Item 9.2
e Add Update on Ghandi Peace Festival as Item 9.3
J. Brennan/W. Morrison
That the Committee Against Racism’s agenda for September 26, 2017 be accepted
as amended.
CARRIED.
4, Presentation

e None
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5. Approval of Minutes
5.1 May 23, 2017
e Correction to Item 6.2.2 - 4" bullet should read, “once the Anti-Racism
Resource Centre Coordinator starts, the other five candidates will be selected
by the ARRC Steering Committee”

J. Brennan/J. Webster
That the Committee Against Racism’s minutes of May 23, 2017 be accepted as
amended.

CARRIED.
5.2 Business Arising from Minutes
5.2.2 Work Plan Meeting
e The Committee previously decided to have the work plan discussion on
Monday, June 19. This meeting did not reach quorum so no discussion
was held.

6. Business Items

6.1 City of Hamilton Support to CAR
e Committee asked for clarification on staff support as J. Mak has been off
work since June 2017. Committee was advised that J. Koch will be primary
support until further notice.

6.2 Budget Submission
e Discussion on options for 2018 Budget submission

J. Brennan/T. Qasim
That a Sub Committee of three members be struck to review past expenses and
budgets

CARRIED.

6.3 Work Plan Discussion
e Discussion of workplan and email sent by J. Mak in June 2017 to Committee
with previous workplan
e The Committee discussed Lincoln Alexander Day event planning
e Discussion regarding preparation for 2018-2022 Committee term

J. Brennan/J. Scott
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That the Committee Against Racism plans to work on the following activities:
Lincoln Alexander Day, Black History Month and the launch of the Anti-Racism
Resource Centre

CARRIED.

J. Scott/J. Brennan
That the Work Plan for 2014-2018will be reviewed and discussed in Spring 2018

CARRIED.

6.4 Room Bookings for Sub Committee Meetings
o Staff reminded Committee members to please notify Staff if room bookings
are not required so that they can be cancelled and avoid unnecessary
setup/takedown. Committee also requested to RSVP with their planned
attendance at Committee Meetings so that we can confirm quorum ideally 48
hours in advance to order food and at least by 8:30 am day of meeting to
confirm Staff support.

6.5 Anti-Racism Resource Centre Steering Committee Update

e T. Qasim provided update on meeting at ARRC on September 25, 2017. Met
with other partners. 120 applications received to date for Coordinator role.
Process to consist of phone screen, panel interviews and target start date of
December 1, 2017. Launch of centre expected early January 2018.

e Draft letter/application reviewed for Steering Committee. Plan to send to
approximately 60 community partners. Sub Committee to meet with J. Koch
to discuss support.

e Councillor Conley recommended Legal Services may need to review prior to
distribution

T. Qasim/D. Ramos
Accept application letter as amended with additional standard self-identification
language.
CARRIED.
6.6 Equity and Inclusion Project
e Staff requested to re-distribute Equity Lens document and request Evelyn
Myrie to attend the October Committee Meeting.

7. New Business
7.1 Tabled

8. Correspondence
8.1 Defer Communication from Coalition Against Racism to October meeting.

9. Announcements and Information Sharing
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9.1 ARRC Update - Addressed in Item 6.5
9.2 Reaching Indigenous Youth Conference in Ottawa October 31, 2017. T.

10.

11.

Childs invited. Ask to invite MP’s to attend.

Ghandi Peace Festival - Scheduled for September 30 from 1:00 - 4:00 pm.
Discussion on recent racial discrimination issues — car tires slashed on
street, hiring practices

©©
AW

Next Meeting
e The next meeting will occur on October 24, 2017 at 6:30 pm
Adjournment

J. Brennan/T. Qasim
That the Committee Against Racism adjourn the meeting of September 26, 2017.

CARRIED.
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Pilon, Janet

Subject: 2018 Capital Budget

From: Anonymous Blogger

Sent: December-07-17 8:15 AM

To: Caterini, Rose

Cc: Office of the Mayor; Johnson, Aidan; Farr, Jason; Green, Matthew; Merulla, Sam; Collins, Chad; Jackson, Tom;
Skelly, Donna; Whitehead, Terry; Conley, Doug; Pearson, Maria; Johnson, Brenda; Ferguson, Lloyd; VanderBeek, Arlene;
Pasuta, Robert; Partridge, Judi

Subject: 2018 Capital Budget

Rose, can you please add this correspondence to tomorrow's Council Meeting. Thank you. Viv
Dear Honourable Mayor & Council,

I am respectfully requesting that you consider removing $800,000 of funding under Council Initiatives, page 44
of Book 1.

As you know each councillor is provided with an annual discretionary fund of $200,000 for Minor
Rehabilitation and those funds must be spent on hard infrastructure. In addition to those infrastructure funds,
the incumbents of Wards 1 to 8 are also provided with an additional $100,000 per year of discretionary
funds. A previous term of Council approved the Staff Recommendation to have those funds spent on_small
infrastructure and one-time in year projects.

In a large amount of cases during this term of Council, the $100,000/year discretionary funding has not
been spent by our incumbent councillors in keeping with the previously approved Staff Recommendation.

A review of some of the expenses 2014 to 2017 allegedly reveal:

1. $60,000 spent on an outside organization's website

2. $5,000 donated to Boy Scouts

3. $10,000 donated for an unidentified organization's Tean trip

4. $95,000 spent on sponsorships

5. $50,000 spent over 2 years on salary of an outside organization's employee

6. expenses allocated to this Reserve fund which arguably should have been allocated to Ward Office Budgets
(ie Staff costs)

7. expenses allocated to this fund which arguably should have gone through City Enrichment fund process (ie
Community Events)

8. expenses allocated to projects from one ward's reserve that are located in another ward.

For quite some time there has been chatter that these funds are a slush fund to aid incumbents in getting re-
elected. With 2018 being an Election Year, coupled with recent transparency on how this capital funding has
actually been spent during this term, I respectfully request Council as a whole remove this item from our
Capital budget for 2018.

In addition, I would ask Council consider a moratorium on any & all expenditures via this Reserve during
an election year that fall outside of the democratic & transparent Participatory Budgeting process.
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This request is specific to the $100K discretionary funds as well as to any projects not already identified in the
2018 Capital Budget that would be allocated to the additional $1.58m/ward Special Re-investment
Infrastructure Renewal.

Implementing these changes for 2018 is one way to remove any doubt that the taxpayer's property taxes will not
end up being used as a means to provide an unfair advantage to an incumbent candidate's campaign.

Respectfully,

Viv Saunders
City of Hamilton Ward 10 Resident
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CITY OF HAMILTON
CORPORATE SERVICES DEPARTMENT
Taxation Division

i
Hamilton

Chair and Members

TO: Audit, Finance and Administration Committee

COMMITTEE DATE: January 22, 2018

2018 Interim Levy and Temporary Borrowing By-Laws

SUBJECT/REPORT NO: (FCS18007) (City Wide)

WARD(S) AFFECTED: City Wide

PREPARED BY: Maria Di Santo (905) 546-2424 Ext. 5254
Rick Male :
SUBMITTED BY: Director, Financial Services, Taxation and Corporate
Controller

Finance and Corporate Services Department

SIGNATURE: % /L

RECOMMENDATIONS

(@) That Appendix “A” attached to Report FCS18007 “By-law to Authorize the
Temporary Borrowing of Monies to Meet Current Expenditures Pending Receipt
of Current Revenues for 2018”, be passed;

(b)  That Appendix “B” attached to Report FCS18007 “By-law to Authorize an Interim
Tax Levy for 2018”, be passed.

EXECUTIVE SUMMARY

Both the Interim Tax Levy and Temporary Borrowing By-laws ensure that the City has
access to a continuing cash flow to fund operations until a final 2018 budget has been
approved. ‘

Alternatives for Consideration — Not Applicable

FINANCIAL — STAFFING — LEGAL IMPLICATIONS

Financial: The city would have to pay negotiated interest payments should it have to
borrow funds under the Temporary Borrowing By-law.

Staffing: None

OUR Vision: To be the best place fo raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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SUBJECT: 2018 Interim Levy and Temporary Borrowing By-Laws (FCS18007)
(City Wide) - Page 2 of 3

Legal: The Temporary Borrowing By-law is required under Section 407 of the
Municipal Act, (2001). An interim Tax Levy By-law is required under
section 317 of the Municipal Act, (2001).

HISTORICAL BACKGROUND

Appendix “A” to Report FCS18007 is a Temporary Borrowing By-law allowing the City to
ensure that it has access to adequate cash flow to meet operating commitments. The
allowable percentages to borrow as set out in Section 407 of the Municipal Act, (2001)
are 50% of estimated revenues prior to September 30 and 25% afterwards. It is
important to note that actual borrowings under this provision have historically been very
limited in both magnitude and duration. The most recent case of the City taking
advantage of this provision was in late 1998 and 1999 under the Current Value
Assessment conversion, when the Province was adjusting the rules and regulations for
taxation of commercial and industrial properties, which held up final tax bills to August
and September, respectively.

Appendix “B” to Report FCS18007 is an Interim Tax Levy By-law. In the course of its’
operations, before a final budget has been approved, the City incurs expenses on a
regular basis. These expenses, including such items as employee wages, material
expenditures and School Board tax payments, would require significant temporary
borrowing without the ability to levy taxes in advance of the final tax bills being issued.
Section 317 of the Municipal Act, (2001) permits the levy of up to 50% of the prior year’s
taxes (annualized for adjustments such as supplementary taxes or tax appeals). The
Interim Tax Levy By-law provides the formal mechanism whereby Council can affect this
pre-levy. The due dates of the instalments for the 2018 Interim Levy are proposed to be
February 28, 2018 and April 30, 2018.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

Sections 317 and 407 of the Municipal Act, (2001).

RELEVANT CONSULTATION

The Legal Services Department was originally consulted as to the form of the By-laws.
ANALYSIS AND RATIONALE FOR RECOMMENDATION

By-laws are required under the Municipal Act, both the Interim Tax Levy and the

Temporary Borrowing By-laws ensures the City has adequate funding to run day-to-day
operations.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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SUBJECT: 2018 Interim Levy and Temporary Borrowing By-Laws (FCS18007)
(City Wide) - Page 3 of 3

ALTERNATIVES FOR CONSIDERATION

Not Applicable.

ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Economic Prosperity and Growth

Hamilton has a prosperous and diverse local economy where people have opportunities
to grow and develop.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” — 2018 Temporary Borrowing By-law.

Appendix “B” — 2018 Interim Tax Levy By-law.

MD/cr

OUR Vision: To be the best place fo raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Cuilture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Authority:

Bill No.

CITY OF HAMILTON

BY-LAW NO.

To Authorize the Temporary Borrowing of Monies to Meet Current
Expenditures Pending Receipt of Current Revenues for 2018

WHEREAS the Council for the City of Hamilton deems it necessary to pass and enact a
by-law to authorize the temporary borrowing of monies by the City to meet current budget
expenditures for the year 2018 pending receipt of current revenues;

AND WHEREAS section 407(1) of the Municipal Act, 2001, provides as follows:

"At any time during a fiscal year, a municipality may authorize temporary borrowing, until
the taxes are collected and other revenues are received, of the amounts that the
municipality considers necessary to meet the expenses of the municipality for the year
and of the amounts, whether or not they are expenses for the year, that the municipality
requires in the year”

AND WHEREAS Section 407(2) of the Municipal Act, 2001, imposes certain limitations
on the amounts that may be borrowed at any one time.

NOW THEREFORE the Council for the City of Hamilton hereby enacts as follows:

1. (@)  The City of Hamilton is hereby authorized to borrow from a Bank or person
- by way of Promissory Notes or Bankers Acceptances from time to time a
sum or sums of monies not exceeding at any one time the amounts
specified in subsection (2) of the Municipal Act, 2001 to pay off temporary
bank overdrafts for the current expenditures of the City for the year 2018,
including amounts for sinking funds, principal and interest falling due within
such fiscal year and the sums required by law to provide for the purposes of
the City.

(b) The amount of monies that may be borrowed at any one time for the
purposes of subsection (1) of the Municipal Act, 2001, together with the
total of any similar borrowings that have not been repaid, shall not, except
with the approval of the Ontario Municipal Board, exceed the prescribed
percentages of the total of the estimated revenues of the City as set forth in




Page 41 of 249

Appendix “A” to Report FCS18007
Page 2 of 2

the estimates adopted for the year, which percentages are set out in section
407 of the Municipal Act, 2001 as it may be amended from time to time.

2. (@)  Until estimates of revenue of the City for the 2018 year are adopted,
borrowing shall be limited to the estimated revenues of the City as set forth
in estimates adopted for the next preceding year.

(b)  The total estimated revenues of the City, including the amounts levied for
Education purposes, adopted for the year 2018 are One Billion, Nine
Hundred Million Dollars ($1,900,000,000).

3. All sums borrowed pursuant to the authority of this By-law, together with any and
all similar borrowings in the current year and in previous years that have not been
repaid shall, together with interest thereon, be a charge upon the whole of the
revenues of the City for the current year and for all preceding years, as and when
such revenues are collected or received.

4. The Treasurer shall, and is hereby authorized and directed to, apply in payment of
all sums borrowed pursuant to this By-law, together with interest thereon, all of the
monies thereafter collected or received for the current and preceding years, either
on account or realized in respect of taxes levied for the current year and preceding
years or from any other sources which may lawfully be applied for such purpose.

5. That the Mayor and failing such person, the Deputy Mayor of the City Council and
failing such person, the City Manager, together with the Treasurer or any one of
the Temporary Acting Treasurers be authorized and directed to sign and execute
the aforesaid Promissory Notes and Bankers Acceptances, hypothecations,
agreements and such other documents, writings and papers which shall give effect
to the foregoing.

6. This By-law shall come into force and effect on the 1st day of January 2018, and
o shall remain in force and effect until December 31, 2018.

PASSED and ENACTED this day of , 2018 A.D.

MAYOR CITY CLERK
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Authority:

BILL NO.

CITY OF HAMILTON
BY-LAW NO.
To Authorize an Interim Tax Levy for 2018

WHEREAS the Council for the City of Hamilton deems it necessary to pass a by-law to levy on
the whole of the assessment for each property class in the local municipality rateable for a local
municipality purpose, a sum not to exceed that which would be produced by applying the
prescribed percentage (or 50 percent if no percentage is otherwise prescribed) of the total
amounts billed to each property for all purposes in the previous year on the properties that, in
the current year, are in the property class as provided for in Section 317 of the Municipal Act,
2001;

AND WHEREAS Section 317 of the Municipal Act, 2001, also authorizes a Municipal Council,
by by-law, to adjust the interim taxes on a property if the Council is of the opinion that the
Interim Levy on a property is too high or too low in relation to its estimate of the total taxes
which will be levied on the property in 2018;

NOW THEREFORE the Council for the City of Hamilton hereby enacts as follows:

1. The interim tax levies shall be levied and collected upon the whole of the rateable property
categories in columns 1 and 2, shown below:

Column 1 Column 2
Class : Class Code

Residential RT
Farmlands Awaiting Development C1/R1/M1
Multi-Residential MT
New Multi-Residential NT
Residual Commercial CT/DT
New Residual Commercial XTIYT
Residual Commercial Vacant Unit Cu/DU
New Residual Commercial Vacant Unit Xu/Yu
Shopping Centre ST
New Shopping Centre ZT
Shopping Centre Vacant Unit SuU
New Shopping Centre Vacant Unit ZU
Parking and Vacant Commercial Land GT/CX
Residual Industrial IT

New Residual Industrial JT
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Residual Industrial Vacant Unit/Land IUNX
New Residual Industrial Vacant Unit JUMX
New Construction Large Industrial KT
New Construction Large Industrial Vacant Unit KU
Large Industrial LT
Large Industrial Vacant Unit LU
Landfills HT
Pipeline PT
Farmland FT
Managed Forest TT
Rail Right of Way WT CN
Rail Right of Way WT CP
Utility Right of Way uT

2. The interim tax levy shall become due and payable in two installments as allowed under
Section 342(1)(a) of the Municipal Act, 2001, as follows:

Fifty percent of the interim levy, rounded, shall become due and payable
on the 28th day of February, 2018 and the balance of the interim levy
shall become due and payable on the 30th day of April, 2018 and non-
payment of the amounts due on the dates stated, in accordance with this
section, shall constitute default.

3. That when payment of any instalment or any part of any instalment of taxes levied by this
by-law is in default, penalties and where applicable interest, shall be imposed respectively in
accordance with City of Hamilton policies.

4. Section 342(1) (b) of the Municipal Act, 2001 allows for alternative instalment due dates to
spread the payment of taxes more evenly over the year. Therefore, the interim tax levy for
those on a 12 month pre-authorized automatic withdrawal payment plan shall be paid in 6
equal installments due and payable on or after the first or fifteenth day of each month
January to June, inclusive. For those on the 10-month pre-authorized automatic withdrawal
payment plan the interim levy shall be paid in 5 equal installments due and payable on or
after the first day of each month February to June, inclusive. The pre-authorized payment
plans shall be penalty free for as long as the taxpayer is in good standing with the terms of
the plan agreements.

5. The interim tax levy rates shall also apply to any property added to the assessment roll after
this by-law is enacted.

6. This by-law shall come into force and effect on the 1st day of January, 2018.

PASSED and ENACTED this  day of , 2018 A.D.

MAYOR CITY CLERK
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CITY OF HAMILTON

=i CORPORATE SERVICES DEPARTMENT
ﬂ!“ ; Taxation Division
Hamilton

Chair and Members

TO: Audit, Finance and Administration Committee

COMMITTEE DATE: January 22, 2018

Tax Appeals under Sections 357 and 358 of the Municipal

SUBJECT/IREPORT NO: | /1 2001) (FCS18008) (City Wide)

WARD(S) AFFECTED: | City Wide

PREPARED BY: Val Mitchell (905) 546-2424 Ext. 2776

Rick Male

Director, Financial Services, Taxation and Corporate
Controller

Finance and Corporate Services Department

SIGNATURE: ﬂ/j
K JJ—

SUBMITTED BY:

RECOMMENDATIONS

(a) That Appendix “A” to Report FCS18008 respecting the Tax Appeals processed
under Section 357 of the Municipal Act, (2001), in the amount of $38,681 be
approved;

(b)  That Appendix “B” to Report FCS18008 respecting the Tax Appeals, due to a
Gross or Manifest Clerical Error, Pursuant to Section 358 of the Municipal Act,
(2001), in the amount of $3,861 be approved.

EXECUTIVE SUMMARY

Section 357 of Municipal Act, (2001) allows the taxpayer, through the Treasurer’s
Office, to submit an application to cancel, reduce or refund all or part of the taxes levied
on the land in the year in respect of which the application is made as a result of a
change of use, damage to a property rendering it partially or totally unusable; or a gross
or manifest error that is clerical in nature.

Examples of such applications are:
. mid-year purchase of a property by an exempt body;

. fire or flood damage to all or partial property; and,
» an assessment error in entering a property value.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Section 358 of Municipal Act, (2001) allows the taxpayer, through the Treasurer’s
Office, to appeal assessment as supplied by the Municipal Property Assessment
Corporation (MPAC) they believe have been overcharged, due to gross or manifest
clerical error, on the part of MPAC. They are allowed to appeal current, plus prior two
years, in which the application is made. This section also allows for the reduction of
taxes, due to such errors, once confirmed by the Regional Assessment Office of MPAC.

Examples of such applications are:

+ atransposition of figures;
« atypographical error; and,
» aduplicate property created.

Alternatives for Consideration — Not Applicable
FINANCIAL — STAFFING — LEGAL IMPLICATIONS

Financial: The taxes that will be written-off under Section 357, total $38,681 and
taxes that will be written-off under Section 358, total $3,861, for a total
amount of $42,542 of which $8,912 will be charged back to the local
school boards, based on school support, indicated on each account. The
City portion of $33,630 will be charged to the operating budget (HAMTN
52108-252013).

Staffing: Not Applicable
Legal: Not Applicable
HISTORICAL BACKGROUND

Appendix “A” attached to Report FCS18008 Tax Appeals processed under Section 357
of the Municipal Act, (2001) and Appendix “B” attached to Report FCS18008 Tax
Appeals due to Gross or Manifest Clerical Error, Pursuant to Section 358 of the
Municipal Act, (2001), have been reviewed by MPAC and have been approved or
denied by them. Taxation Division staff has calculated any refund / reductions that are
due which now require Council approval. Applicants have 35 days after Council has
rendered its decision to appeal any Section 357 decision through the Assessment
Review Board (ARB). Section 358 decisions are final.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

Sections 357 and 358 of the Municipal Act, (2001).

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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(FCS18008) (City Wide) - Page 3 of 3

RELEVANT CONSULTATION
Municipal Property Assessment Corporation (MPAC).
ANALYSIS AND RATIONALE FOR RECOMMENDATION

The Section 357 applications allow for the Municipality and MPAC to quickly rectify
assessment classification changes since the return of the year end assessment roll.

The Section 358 applications allow the taxpayer to rectify prior years’ errors through the
municipality and the local assessment office.

Both processes allow errors to be quickly rectified without having to go through the
formal assessment review process.

ALTERNATIVES FOR CONSIDERATION

There are no other alternatives as this is a legislated process under the Municipal Act,
(2001).

ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Our People and Performance
Hamiltonians have a high level of trust and confidence in their City government.

APPENDICES AND SCHEDULES ATTACHED
Appendix “A” — Tax Appeals processed under Section 357 of the Municipal Act, (2001).

Appendix “B” — Tax Appeals due to Gross or Manifest or Clerical error, Pursuant to
Section 358 of the Municipal Act, (2001).

VM/er

OUR Vision: To be the best place fo raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute fo a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001
357-16-240 15 Queen St S Demolition not processed adjustment of tax class creates a debit 2016 0.00
357-16-299 726 Strathearne Ave Tax Class Conversion McAsphalt Marine reduce from 392,376 to 368,826 2015 1803.41
357-16-299a 726 Strathearne Ave Tax Class Conversion McAsphalt Marine reduce from 392,376 to 368,826 2015 -2388.21
357-16-300 726 Strathearne Ave Tax Class Conversion McAsphalt Marine reduce from 392,376 to 368,826 2016 2504 .64
357-16-300a 726 Strathearne Ave Tax Class Conversion McAsphalt Marine reduce from 392,376 to 368,826 2016 -3216.96
357-16-372 509 Concession 5 Rd E Tax Class Conversion farm status granted by OMAFRA 2016 -3,476.31
357-16-376 2120 Concession 10 Rd W Fire denied the building was never assessed 2016 0.00
357-16-377 600 Concession 5 Rd W Tax Class Conversion processed on PRAN 2016 0.00
357-17-010 812 King St W Fire building will not be accessible until sometime in 2018 2017 -5,122.07
357-17-031 123 Middletown Rd Demolition of one storey single family dwelling 2017 -2,189.52
357-17-054 88 Forsyth Ave N Exempt part of McMaster University 2017 -13,943.23
357-17-094 208 Barton St Exempt now a Place of Worship Bosnian Islamic Centre 2017 -1,126.18
357-17-105 154 Jackson St E Tax Class Conversion now residential 2017 -3,903.69
357-17-112 671 Tate Ave Exempt now a Place of Worship God’s Kingdom Society of the Living God Corp 2017 -2,174.07
357-17-125 679 Highway 52 N Demolition of 2 storey single family dwelling 2017 -801.03
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City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001

357-17-180 1161 Settlers Rd Demolition of 2 storey single family dwelling 2017 -294.70
357-17-192 2740 Wilson StW Demolition of 2 storey single family dwelling 2017 -111.38
357-17-196 102 First RdA W Demolition of 1 storey single family dwelling 2017 -790.66
357-17-199 216 Cedardale Ave Demolition of 1 storey single family dwelling 2017 -255.79
357-17-200 39 Cameron Dr Dempolition of 1 storey single family dwelling 2017 -367.21
357-17-201 630 Lions Club Rd Demolition of house increases the value of the property 2017 0.00
357-17-207 94 Lovers Lane Demolition of 1 storey single family dwelling 2017 -186.39
357-17-208 35 Chester Rd Demolition of house 2017 -253.97
357-17-209 253 Fiddlers Green Rd Demolition of 1 storey single family dwelling 2017 -70.24
357-17-210 105 Byron Ave Demoilition of 1 storey single family dwelling 2017 -778.51
357-17-211 132 Slinger Ave Demolition of 1 storey single family dwelling 2017 -671.54
357-17-214 19 Athens Ave Demoilition of 1 7% storey single family dwelling 2017 -552.53
357-17-216 41 Oak Ave Demolition of house 2017 -314.70
TOTAL -38,680.84
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City of Hamilton
Corporate Services Department
Taxation Division
Section 358 Tax Appeals of the Municipal Act, 2001

358-17-035 0 McNeilly Rd Gross or Manifest error the roll was created in error 2016 -2,029.78
358-17-035 0 McNeilly Rd Gross or Manifest error the roll was created in error 2016 -1,831.09
TOTAL -3,860.87
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imil  INFORMATION REPORT

Hamilton
TO: Chair and Members
Audit, Finance and Administration Committee
COMMITTEE DATE: January 22, 2018
SUBJECT/REPORT NO: | Whistleblower Information Update for Q4 2017 (AUD18001)
(City Wide)
WARD(S) AFFECTED: City Wide
PREPARED BY: Charles Brown CPA, CA, CPA (lllinois) 905-546-2424 x4469
SUBMITTED BY: Charles Brown CPA, CA, CPA (lllinois)
Director, Audit Services
City Manager's Office
SIGNATURE:

Council Direction:

By-law 09-227 (Whistleblower By-law), Section 19 — Responsibility of the Director of
Audit Services requires a quarterly report for, in the aggregate, on the number, nature
and outcome of disclosures of services wrongdoing made under this By-law.

Information:

A standard process has been implemented by the Audit Services Division for the
implementation of forms, procedures and document storage relating to the
administration of the Whistleblower By-law.

This Information Report contains information about the number, nature and outcome of
disclosures relating to By-law 09-227 for Q4 2017 (October — December 2017) along
with historical information.

Number and Nature of Disclosures in 2017

Categories
Timeline Staff Inquiry Whistleblower External Inquiry Total Intake
Q1 (Jan. — Mar.) 0 0 0 0
Q2 (Apr. —Jun.) 0 0 1 1
Q3 (Jul. — Sep.) 0 0 0 0
Q4 (Oct. — Dec.) 1 0 0 1

Total Intake Volume in 2017: 2

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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SUBJECT: Whistleblower Information Update for Q4 2017 (AUD18001) (City Wide)
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Nature and Outcomes

Q1: There was no intake activity in Q1 2017. One whistleblower item that was received
and assessed in Q3 2016 and planned in Q4 2016 was being investigated.

Q2: One external inquiry item was received and assessed in Q2 2017. The investigation
continued on the whistleblower item received and assessed in Q3 2016 and planned in
Q4 2016.

Q3: There was no intake activity in Q3 2017. The investigation continued on the
whistleblower item received and assessed in Q3 2016 and planned in Q4 2016.

Q4: One internal inquiry item was received in Q4 2017. Audit Services requested a
response from the related General Manager which is expected in early Q1 2018. Also,
the whistleblower item received and assessed in Q3 2016 and planned in Q4 2016 was
closed in Q4 2017.

Number and Nature of Disclosures from 2010 — 2017

Categories
Year Staff Inquiry Whistleblower | External Inquiry | Total Intake
2010 0 2 1 3
2011 1 2 0 3
2012 1 1 1 3
2013 2 2 0 4
2014 3 2 0 5
2015 1 1 1 3
2016 1 3 1 5
2017 1 0 1 2
Total 10 13 5 28

The total volume from 2010 — 2017 for Whistleblower Intake activity was 28 items.
These sustained low volumes for an organization the size of the City of Hamilton, with
almost 8,000 employees, in comparison with other cities may indicate a need for further
action to ensure employees are comfortable with reporting concerns.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Caulture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Reserve Policy — Building Permit Corporate Services Department
Fee Reserve Policy iii
Policy No: Obligatory - 104050 I . |
Page 1 of 2 Hamilton Approval: 2018-XX-XX

POLICY STATEMENT  This Policy sets out the guidelines for the sources, uses and
appropriate target level for the balances in the Building Permit Fee
Reserve.

PURPOSE The Building Permit Fee Reserve is an obligatory reserve fund
established for the direct and indirect costs of administration and
enforcement of the Building Code Act. This Reserve also provides
a source of funding to offset extraordinary and unforeseen
expenditures for one-time expenditures, for permit fee revenue
shortfalls and for various contingent and potential future liabilities.

Operating budget surpluses in the Building Enterprise Zone
Program cannot be used to fund general City expenditures and will
be transferred to this Reserve. Operating budget deficits in this
program will be funded from the Building Permit Fee Reserve and
not for other City funds. This Reserve is not intended to be a
long-term funding source for general operations.

SCOPE This Policy applies to all City employees that manage financial
resources.

PRINCIPLES The following principles apply to this Policy:
Authority:

e All transfers from the Building Permit Fee Reserve (104050) are
to be approved by the Chief Building Official, the General
Manager of Planning and Economic Development Department
or the City Manager in accordance with their relevant
expenditure limits set out by the City. Any expenditure above
these limits is to be approved by City Council by a budget
submission, a separate Council report or a Council motion.

e Where City Council approval is required, staff in the Building
Division must make a request to the Financial Planning, Policy
and Administration Division of the Corporate Services
Department responsible for reserves for approval to use the
Building Permit Fee Reserves. All relevant information is to be
included with the request.

e The Chief Building Official, in consultation with the General
Manager of Finance and Corporate Services, has the authority
to recommend the use of the Reserve as per the Building Code
Act.
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PRINCIPLES (Cont’d) The source of funds that are to be transferred to this Reserve
include:

e Year-end Net Building Permit Fee operating budget surplus in
Building Enterprise Zone Program.

e Repayment of principal plus interest for any internal borrowings
from the reserve as per policies and procedures.

e Remaining balances in operating reserves approved for closure.

e Investment income earned on the reserve’s balance as per
policies and procedures.

e One time unexpected sources of operating revenues.

The use of funds from this Reserve to ensure the administration
and enforcement of the Building Code Act is permitted if other
sources of funding are not available. Uses are governed by the
Building Code Act and may include:

e Year-end Net Building Permit Fee operating budget deficit in
the Building Enterprise Zone Program.

e Operating program phase-ins, pilot programs and one-time
grants.

e Procurement of external services for investigations, plan
examination and inspection, when expert advice is required.

e Procurement of technology which increases productivity or
increases level of service provided to permit applicants.

e Provision of Ontario Building Code training of staff.

e Service enhancements that have a benefit to permit applicants.

e Investment in capital assets related to the administration and
enforcement of the Building Code Act.

e Internal borrowings from Reserve

e Extraordinary and unforeseen operating expenditures.

RESERVE BALANCE The balance in the reserve has a target level $ as follows:
TARGET LEVEL
Target Level: 2.0 times the annual program operating cost
e Building Permit Reserve: $22 million (2017)

GOVERNING Building Code Act

LEGISLATION

RESPONSIBILITY FOR Corporate Services Department

THE POLICY Director of Financial Planning, Administration and Policy

POLICY HISTORY This Reserve Policy replaces the Stabilization Reserve Policy

approved by Council in April 2001 in Report PD01027.
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CITY OF HAMILTON

i CORPORATE SERVICES DEPARTMENT
[l Financial Planning, Administration and Policy Division
Hamilton
TO: Chair and Members
Audit, Finance and Administration Committee
COMMITTEE DATE: January 22, 2018
SUBJECT/REPORT NO: | Revised Building Permit Fee Reserve Policy (FCS18004)
(City Wide)
WARD(S) AFFECTED: City Wide
PREPARED BY: Marcel Cerminara 905-546-2424 Ext 4371
SUBMITTED BY: Brian McMullen

Director, Financial Planning, Administration and Policy
Corporate Services Department

SIGNATURE:

RECOMMENDATION

That the Building Permit Fee Reserve Policy Attached as Appendix “A” to
Report FCS18004 be approved.

EXECUTIVE SUMMARY

Reserves play a very important role in the City’s finances and provide a strong indicator
of the City’s overall financial health. One of the key attributes of financial sustainability is
appropriate reserve fund levels. Adequate reserve balances provide financial flexibility,
mitigate risk, weather uncertainty and ensure the ongoing financial stability of the City.
Reserves are also leveraged to sustain City infrastructure, support programs and form
an important part of the City’s financial strategies.

Obligatory Reserve Funds are monies set aside and legally restricted by provincial
legislation, a municipal by-law or agreement. The funds are raised for a specific purpose
and cannot be used for any other purpose. By definition, the Building Permit Fee
Reserve is an Obligatory Reserve Fund as the use of this Obligatory Reserve is
governed under the Building Code Act.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Based on the Municipal Enterprise Model and Building By-law established in 2001 in
Report PD01027, revenues from building permits and other related development fees
are required to fund the staff activity required to administer Building Code requirements
for development. The purpose of keeping a sustainable balance in the Building Permit
Fee Reserve is that should development activity slow for an extended period, it would
not be practical for the City to significantly reduce the staff requirements for a short
period and then rehire as development picks up again. It is necessary to keep current a
Building Permit Fee Reserve Fund Policy to assist in mitigating risks associated with
economic downturns, achieving compliance and other potential issues.

The Building Permit Fee Reserve manages the risk associated with potential economic
downturn and is also available to fund one-time capital requirements to avoid
fluctuations in fees. Based on legislation, this Reserve Fund cannot be used for other
City purposes. It is a segregated fund specifically established for the Building Division
cost recovery. This ensures that the taxpayer is not left to pay for any deficits that
should be borne by the building industry.

Based on recent trends and comparators, staff recommend that an adequate target
Reserve balance of $22 M is sufficient. This amount is equal to two years of budgeted
operating expenses of $11 M (based on 2017 budget).

Alternatives for Consideration — Not Applicable

FINANCIAL — STAFFING — LEGAL IMPLICATIONS

Financial: N/A

Staffing: N/A

Legal: The use of this Reserve is governed under the Building Code Act.
HISTORICAL BACKGROUND

The Building Code Act, 1992, as amended, permits the establishment of a reserve fund
for the administration and enforcement of the Act and the annual reporting of the

reserve fund direct costs, indirect costs and balance at the end of the year.

A Stabilization Reserve was established by the former City of Hamilton in 1993 for
fluctuations in the building division operations.

The Committee of the Whole, at its meeting in April 2001, approved the
recommendations in Report PD01027, Enterprise Model and Building By-law, to
continue to maintain a Building Reserve.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.



Page 57 of 249
SUBJECT: Revised Building Permit Fee Reserve Policy (FCS18004) (City Wide) -
Page 3 of 6

The General Issues Committee, at its meeting on February 28, 2013, received
Report FCS13026, Reserve Funding By Category, wherein staff advised that they would
develop individual formal reserve policies that define the appropriate level of the
reserve’s target balance, review the reserve’s purposes and review how resources will
be allocated for the reserve’s replenishment.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

By definition, the Building Permit Fee Reserve is an Obligatory Reserve Fund. That is,
monies are set aside and legally restricted by provincial legislation, a municipal by-law
or agreement. The funds are raised for a specific purpose and cannot be used for any
other purpose. The use of this Obligatory Reserve is governed under the Building Code
Act.

The Building Code Act, 1992, as amended and related regulations, require that
municipalities prepare an annual report on the total building permit fees collected, the
direct and indirect costs of delivering services related to the administration and
enforcement of the Building Code Act and the balance in the Building Permit Fee
Reserve Fund. A Planning and Economic Development (PED) report for the 2017 fiscal
year, inclusive of proposed fees, can be expected in the coming months.

The Building Code Act provides municipalities with the authority to collect fees to
recover the cost of administration and enforcement of the Act and the Ontario Building
Code. The Act also states that the fees must not exceed the anticipated reasonable
costs to administer and enforce the Act. Therefore, any excess revenue must be
transferred to the Building Permit Fee Reserve Fund.

RELEVANT CONSULTATION

Staff from the Building Division have reviewed and provided information for the
preparation of the Building Permit Fee Policy Update Report.

ANALYSIS AND RATIONALE FOR RECOMMENDATION

The purpose of the Building Permit Fee Reserve is to support the building permit
program during periods of decline, to fund onetime expenditures and to provide for
various contingent and potential future liabilities. The Building Permit Fee Reserve is not
intended to be a long-term funding source for general operations.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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The reserve’s target balance is recommended to be amended to two times the Building
Enterprise Zone program’s annual operating budget cost. The target balance currently
sits at one to one and a half times the annual program cost, as established over a
decade ago. The move to two times annual program costs brings the City in line with
comparator municipalities. The revised target balance based on the 2017 program
budget of $11 M would be $22 M.

Figure 1 below shows where Hamilton would rank in terms of target reserve balance
among comparator municipalities if the new policy update were to be approved.

Figure 1
MUNICIPALITY RESERVE CAP
Clarington No cap
Brantford No cap
Ajax No cap
Brampton 2.5 times annual budget
Richmond Hill 2.5 times annual budget
Hamilton 2 times annual budget (proposed)
Barrie 2 times annual budget
Mississauga 2 times annual budget
Oshawa 2 times annual budget
Newmarket 1.5 to 2 times annual budget
Oakuville 1.5 times annual budget
Kitchener 1.5 times annual budget
Guelph 1 time annual budget
London 30-50% of annual budget

If the program were to achieve a year end surplus of $1 M annually, the reserve would
reach its target balance of $22 M by 2023. The building program has run a year end
surplus annually dating back to 2010. However, the last seven years have seen
significant building activity which is not sustainable on a permanent basis. The below
reserve balance chart does not assume program surpluses in its forecast, as the
program is budgeted on a cost recovery basis.

Major expenditures forecasted for the reserve include the Digitalization of Microfiche
Records which is budgeted to cost $4 M over four years (2018-2021), as well as Online
Digital Permit Modernization budgeted to cost $1 M over one year (2018). Both of these
initiatives are eligible expenses are per the Building Code Act.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.



Page 59 of 249
SUBJECT: Revised Building Permit Fee Reserve Policy (FCS18004) (City Wide) -
Page 5 of 6

As illustrated in Figure 2, the Building Permit Fee Reserve balance has ranged between
$13 million and $18 million from 2012 to 2016 and is forecasted to decline in future
years.

Figure 2
Building Permit Fee Reserve Balance
History and Forecast
24 $22M Proposed Target Balance
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2 16 — \\___
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ALTERNATIVES FOR CONSIDERATION

Not applicable.

ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Economic Prosperity and Growth

Hamilton has a prosperous and diverse local economy where people have opportunities
to grow and develop.

Built Environment and Infrastructure

Hamilton is supported by state of the art infrastructure, transportation options, buildings
and public spaces that create a dynamic City.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Our People and Performance
Hamiltonians have a high level of trust and confidence in their City government.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” — Building Permit Fee Reserve Policy

MC/dt

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
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Empowered Employees.
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McRae, Angela

From: Leduc, Lauri

Sent: January-11-18 9:07 AM
To: McRae, Angela
Subject: Letter To Council

Dear Hamilton Council

I am a resident of Flamborough .

I was in a serious car accident a few years and ended up with physical disability and PTSD .
I am unable to drive from Flamborough in rush hour traffic to speak to you in person due to
the PTSD and physical pain ( about 1 1/2 to 2 hours to get to Hamilton in rush hour) .

I am asking you to delete the interest and penalty charged to me due to some late property
tax payments 2015 to 2017. The amount to date for interest and penalty is $821.43 I was self
employed at the time of the accident , lost my business due to injuries , with no extra
health insurance outside of OHIP .

I have had to pay thousands of dollars for treatments out of my own pocket (not covered by
OHIP ) - Physio, Osteopathy, Bowen , massage etc. These treatments have given me some quality
of life - keeping me out of bed /wheel chair .

I am not asking you to absorb any of the actual tax amount , just the interest and penalty .
I am almost caught up with the actual taxes . I will make sure that interest and penalty does
not get charged to me in the future .

This has been a rough time for me as my mother also passed away a few months after the car
accident . Finances are also very tight .

I would greatly appreciate the help with the interest and penalty . I would like this amount
given to my tax account as a credit.

Also, I can't drive for long periods of time but I can handle some driving in Waterdown area.
Awhile back I hit a pothole on the 4th concession in Flamborough . I sent some of the repair
bills to Hamilton risk management dept . They refused to give me any compensation even though
this took place on Hamilton property.

I have photos for proof and since the bills were sent to them , there have been even more
bills .

In total I have spent over $2000 on this car due to damage to the frame and associated parts
from the pothole .

In Dec 2017 , the car was deemed to be no longer safe to drive (more fall out of the pothole
damage ) and ended up in the scrap heap .

My mechanic who I've dealt with for many years (an honest mechanic) will vouch for the fact
that the car was scrapped several years before it should have been (if I had not hit the
pothole) I would like to avoid any legal action on this and am asking you to contact the dept
that has this record . I would like compensation for this car damage.

I hit the pothole after sun down . I tried to keep track of all potholes and road damage on
the 4th concession but there are so many road issue in Flamborough . This concession road is
no exception . I am too nervous to drive on highway 5 due to the amount of cars on our
formerly quiet Flamborough roads . I am forced to drive on concession roads as they are not
as busy .

It wasn't just a regular pothole . The entire section of road was sinking on one side . I
along with many other Flamborough residents have contacted Hamilton re horrible road
conditions . Since this incident , there have been repairs and restoration for the 4th
concession . '

It would be more cost efficient for Hamilton to just settle this with me , instead of an
expensive legal battle that could involve multiple residents of the area.

Thank you so much for your consideration Susan Canning
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Hamilton
HMRF/HWRF PENSION ADMINISTRATION SUB-COMMITTEE

REPORT 1/-001

9:30 a.m.
Thursday, November 30, 2017
Hamilton City Hall, Room 264

71 Main Street West

Present: Councillors M. Pearson (Chair) and L. Ferguson
HMRF Members: D. Skarratt (Co-Vice Chair) and D. Alford
HWRF Members: J. Garchinski (Co-Vice Chair), H. Hicks and
R. Slack

THE HMRF/HWRF PENSION ADMINISTRATION SUB-COMMITTEE PRESENTS
REPORT 17-001 AND RESPECTFULLY RECOMMENDS:

1. HMRF/HWRF/HSR Pension Plans - Investigation of Transfer to OMERS
(FCS17096) (City Wide) (Item 4.1)

That Report FCS17096 respecting HMRF/HWRF/HSR Pension Plans -
Investigation of Transfer to OMERS (FCS17096) (City Wide), attached hereto as
Appendix A, be received.

2. Financial Statements of the Hamilton Municipal Retirement Fund Pension
Plan and Financial Statements of the Hamilton Wentworth Retirement Fund
Pension Plan (Added Item 4.2)

That the Financial Statements of the Hamilton Municipal Retirement Fund

Pension Plan and Financial Statements of the Hamilton Wentworth Retirement
Fund Pension Plan, attached hereto as Appendix B, be received.

Audit, Finance and Administration Committee — January 22, 2018
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3. Hamilton-Wentworth Retirement Fund (HWRF) Valuation at December 31,
2016 (FCS17095) (City Wide) (Item 5.1)

That Report FCS17095 respecting the Hamilton-Wentworth Retirement Fund
(HWRF) Valuation at December 31, 2016 (FCS17095) (City Wide), attached
hereto as Appendix C, be received.

4, 2017 Master Trust Pension Statement of Investment Policies and
Procedures (FCS17079) (City Wide) (Item 6.1)

(@ That the 2016 Master Trust Statement of Investment Policies and
Procedures be deleted and replaced with the 2017 Master Trust Statement
of Investment Policies and Procedures, attached hereto as Appendix D;

(b) That the 2017 Master Trust Statement of Investment Policies and
Procedures, attached hereto as Appendix D, be forwarded to the Hamilton
Street Railway Pension Advisory Committee for their information.

5. Master Trust Pension Investment Performance Report June 30, 2017
(FCS17088) (City Wide) (Item 6.2)

That Report FCS17088 respecting the Master Trust Pension Investment
Performance, June 30, 2017, attached hereto as Appendix E, be received.

6. Master Trust Pension Investment Performance Report December 31, 2016
(FCS16060(a)) (City Wide) (Item 6.3)

That Report FCS16060(a) respecting the Master Trust Pension Investment
Performance, December 31, 2016, be received.

FOR INFORMATION:

(@) APPROVAL OF AGENDA (Item 1)
The Committee Clerk advised of the following change to the agenda:
1. ADDED CONSENT ITEM (ltem 4)

4.2  Financial Statements of the Hamilton Municipal Retirement Fund
Pension Plan and Financial Statements of the Hamilton Wentworth
Retirement Fund Pension Plan

Audit, Finance and Administration Committee — January 22, 2018
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The agenda for the December 1, 2016 meeting of the HMRF/HWRF Pension
Administration Sub-committee was approved, as amended.

(b) DECLARATIONS OF INTEREST (Iltem 2)
There were no declarations of interest.

(c) APPROVAL OF MINUTES OF PREVIOUS MEETING (Item 3)

0] December 1, 2016 (Item 3.1)

The December 1, 2016 minutes of the HMRF / HWRF Pension
Administration Sub-Committee meeting, were approved, as presented.

(d) STAFF PRESENTATIONS (Item 5)

() Hamilton-Wentworth  Retirement Fund (HWRF) Valuation at
December 31, 2016 (FCS17095) (City Wide) (Item 5.1)

Mr. Mark Pearson from AON Hewitt made a presentation to the
Committee about the Valuation of the Hamilton-Wentworth Retirement
Fund as of December 31, 2016. Mr. Pearson highlighted items contained
in the Appendix to Report FCS17095 and answered questions from the
Committee.

The presentation from Mark Pearson with AON Hewitt, respecting the
Valuation of the Hamilton-Wentworth Retirement Fund as of December 31,
2016, was received.

For disposition of this matter, please refer to Item 3.
() ADJOURNMENT (Item 13)

There being no further business, the HMRF/HWRF Pension Administration Sub-
Committee adjourned at 10:43 a.m.

Respectfully submitted,

Councillor M. Pearson, Chair
HMRF/HWRF Pension Administration
Sub-Committee

Lauri Leduc
Legislative Coordinator
Office of the City Clerk

Audit, Finance and Administration Committee — January 22, 2018
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Information:

As of July 1, 1965, new municipal employees were required to be enrolled in OMERS.
At that time the City of Hamilton (City) administered its own two pension plans -
Hamilton Municipal Retirement Fund (HMRF) and Hamilton-Wentworth Retirement
Fund (HWRF), and the existing members of those plans continued to contribute and
receive benefits from the City pension plans.

On the other hand, the Hamilton Street Railway (HSR) pension plan continued to be an
active plan. This was challenged by the Amalgamated Transit Union (ATU) who
successfully won a class action suit and as of December 31, 2008, the HSR plan
became a closed plan. On January 1, 2009, existing members began accruing service
under the OMERS plan and all new HSR employees were required to enrol in OMERS.

While the HMRF plan has been well funded, the other two plans have experienced
deficits over the years. The HWRF plan has had deficits since at least 1985, while the
HSR plan has had a deficit since 2009, when it became a closed plan. Since 2009 and
up to the end of the most current valuation year (2019), the City will have made
payments of approximately $58 million. Appendix “A” to Report FCS17096 provides a
detailed breakdown by plan and by year.

OUR Vision: To be the best place fo raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Under a potential transfer to OMERS, the City will avoid potential future costs as the risk
of managing the pension funds would be transferred to OMERS in exchange for a
payment of the actuarial liabilities based on an agreement reached between OMERS
and the City, at the transfer date.

Under legislation, pensioners are protected since the legislation requires that the
pensions of current retirees under the jointly-sponsored pension plan (JSPP) must be at
least the same as they were in the single-employer pension plan (SEPP). In addition
the Pension Benefit Act (PBA) does not allow the pension benefits of plan beneficiaries
to be reduced in an ongoing JSPP. As a result, there are no adverse consequences to
pensioners that would result from a potential transfer to OMERS.

Despite that an employer's proposal to merge an SEPP into a JSPP cannot proceed
unless:

e At least 2/3 of the SEPP’s active members consent or have consent provided on
their behalf by their union; and,

¢ Not more than 1/3 of the SEPP’s retired members, former members and other
plan beneficiaries object in writing to the proposed transaction

An additional consideration under the HSR planthat will need to be addressed
beforeconsidering any potential transfer to OMERS, are the future enhancements that
arise when an actuarial report discloses a plan surplus. Under the Settlement
Agreement dated March 12, 2009, the Plan was amended to include a conditional
increase to the joint and survivor normal form of pension to 66 2/3% from 50%. The
benefit improvement is conditional upon an actuarial report being filed that discloses a
plan surplus on either a going concern, solvency or wind-up basis. All HSR Plan
members who were employees on December 31, 2008 would be entitled to this benefit
improvement when it comes into effect, if they continue to be entitled to a pension from
the plan.

In 2017, the City of Toronto and OMERS reached an agreement in principle to
consolidate its five closed plan into OMERS. This was approved by the OMERS’
governing bodies in August 2017 and by Toronto Council in September 2017, but is
subject to the approval of its closed plan members and the Financial Services
Commission of Ontario (FSCO). Ultimately, the process that OMERS develops to
facilitate these transfers will serve as a framework for Hamilton and for other
municipalities that have also expressed interest, such as Ottawa and Windsor.

The City is currently working with OMERS on a reciprocal Non-Disclosure Agreement
(NDA) that will allow both parties to share information that would be essential in
developing a cost benefit analysis for any potential transfer. Staff will provide an update
on the status of discussions regarding a potential transfer at a future date.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
communily, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Historical Background

In 2014, the Ontario government amended the PBA under section 80.4, to create a
framework intended to facilitate the merger of a SEPP, in the public sector into an
existing JSPP if specific conditions are met. On November 1, 2015 the government
passed regulation 315/11 to support these changes.

The City has had preliminary discussions with OMERS to understand, at a high level,
the necessary steps involved and the potential costing basis that may be used for such
transfers.

In November 2015, OMERS described a costing model that would be based on a
negotiated discount rate on a going concern basis. At the transfer date, the City would
be required to make a payment equivalent to the cost and thereafter there would be no
further obligation.

In the September 2016, OMERS described a different methodology that would be based
on a negotiated discount rate, but require a further premium known as a ‘true up”. Under
this method, after payment had been made at the transfer date, there would be periodic
subsequent actuarial reviews and if the assumptions used were insufficient such that a
shortfall occurs, then the City would be liable for additional payments. And if there was
a surplus, OMERS would grant the City a credit towards their regular monthly OMERS
pension contributions. With this method the risk shifted to the City making a potential
transfer less desirable.

In February 2017, the City was advised that OMERS had re-assigned the responsibility
of mergers to their Borealis group who were more experienced in mergers and
acquisitions. Borealis representatives advised that they were not interested in pursuing
a “true-up” mechanism because of its complexities and the length of time it would take
to receive approval from FSCO and Canada Revenue Agency (CRA).

Appendices and Schedules Attached

Appendix “A” to Report FCS17096— Annual Deficit Payments by Pension Plan

/dw
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Annual Deficit Payments by Pension Plan
2009-2019

2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

3,596,400
3,440,004
2,457,301
2,401,884
2,346,060
1,343,400
2,741,004
1,630,692
1,107,200
1,331,100
1,465,900

Total  § 23860945  §

273,600

419,325
1,412,699
1,468,116
1,623,940
1,388,400
5,020,296
4,874,148
4,774,800
6,419,700
6,500,500

34075524
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3,870,000

3,859,329
3,870,000
3,870,000
3,870,000
2,731,800
7,761,300
6,504,840
5,882,000
7,750,800
7,966,400

0§ 57,9%6469
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Financial Statements of the Hamilton
Municipal Retirement Fund Pension Plan
December 31, 2016
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KPMG LLP

Commerce Place

21 King Street West, Suite 700
Hamilton Ontario L8P 4W7
Canada

Telephone {905) 523-8200

Fax (905) 523-2222

INDEPENDENT AUDITORS' REPORT

To the Pension Committee of the Corporation of the City of Hamilton for the Hamilton
Municipal Retirement Fund Pension Plan

We have audited the accompanying fund financial statements of the Pension Fund for
the Hamilton Municipal Retirement Fund Pension Plan, which comprise the statement
of net assets available for benefits as at December 31, 2016 and the statement of
changes in net assets available for benefits for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory
information. The fund financial statements have been prepared by management
based on the financial reporting provisions of Section 76 of Regulation 909 of the
Pension Benefits Act (Ontario).

Management's Responsibility for the Fund Financial Statements

Management is responsible for the preparation and fair presentation of these fund
financial statements in accordance with the financial reporting provisions of Section
76 of Regulation 909 of the Pension Benefits Act (Ontario), and for such internal
control as management determines is necessary to enable the preparation of fund
financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these fund financial statements based
on our audit. We conducted our audit in accordance with Canadian generally
accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform an audit to obtain reasonable assurance about
whether the fund financial statements are free from material misstatement.

KPMG LLP is a Canadian limited liability partnership and a

member firm of the KPMG network of Independent member firms

affifiated with KPMG | ional Cooperative {KPMG ional’), a Swiss entity.
KPMG Canada provides services to KPMG LLP.

KPMG Confidential

1
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An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the fund financial statements. The procedures selected
depend on our judgment, including the assessment of the risks of material
misstatement of the fund financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity's
preparation and fair presentation of the fund financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the fund financial statements.

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

Opinion

In our opinion, the fund financial statements present fairly, in all material respects,
the net assets available for benefits of the Hamilton Municipal Retirement Fund
Pension Plan as at December 31, 2016 and the changes in net assets available for

benefits for the year then ended in accordance with the financial reporting
provisions of Section 76 of Regulation 909 of the Pension Benefits Act (Ontario).

Basis of Accounting and Restriction on Use

Without modifying our opinion, we draw attention to Note 2(a) to the fund financial
statements, which describes the basis of accounting. The fund financial statements
are prepared to assist the Hamilton Municipal Retirement Fund Pension Plan to
meet the requirements of the Financial Services Commission of Ontario under
Section 76 of Regulation 909 of the Pension Benefits Act (Ontario). As a result, the
fund financial statements may not be suitable for another purpose.

Our report is intended solely for the Pension Committee of the Hamilton Municipal
Retirement Fund Pension Plan and the Financial Services Commission of Ontario
and should not be used by any other parties.

K 42
T

Chartered Professional Accountants, Licensed Public Accountants

June 20, 2017
Hamilton, Canada




Hamilton Municipal Retirement Fund Pension Plan

Statement of Net Assets Available For Benefits

DECEMBER 31, 2016, with comparative information for 2015

ASSETS

Investments
Investment in Master Trust (note 4a)
Cash in Plan (note 4a)

Accrued investment income

LIABILITIES

Accrued liabilities

NET ASSETS AVAILABLE FOR BENEFITS

4

lan Administrator

On behalf of the Pensi

T

The accompanying notes are an integral part of these financial statements.
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2015

77,148,404
65,042

- 76,958
77,290,404

63,967

77,226,437




Hamilton Municipal Retirement Fund Pension Plan

Statement of Changes In Net Assets Available For Be
Year Ended DECEMBER 31, 2016, with comparative information for 2015

INCREASE IN NET ASSETS

Investment income (note 5)
Net realized gain on investments

Change in value of investments

DECREASE IN NET ASSETS

Pension benefits
Change in value of investments

Administrative expenses and professional fees (note 6)

NET DECREASE FOR THE YEAR

NET ASSETS AVAILABLE FOR BENEFITS
AT THE BEGINNING OF THE YEAR

NET ASSETS AVAILABLE FOR BENEFITS
AT THE END OF THE YEAR

The accompanying notes are an integral part of these financial statements.
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2015

4,092,719
2,672,783

6,765,502

6,841,895
4,479,153
368,139

11,689,187

(4,923,685)

82,150,122

77,226,437
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DECEMBER 31, 2016
1. Description of the Plan

The Hamilton Municipal Retirement Fund ("HMRF”) Pension Plan (the “Pension Plan”) is a contributory
defined benefit pension plan. The Pension Plan is registered under the Pension Benefits Act, 1987
(Ontario) (the “Act”), Registration Number 0275123, In accordance with a provision of the Ontario Municipa!
Employees Retirement System (OMERS) from July 1, 1965, all new employees of the City of Hamilton (the
“City”) are included under OMERS rather than the Pension Plan. As a consequence, the membership of
the Pension Plan has become closed to new entrants and will decrease as existing members terminate.
The Pension Plan’s head office is located at 71 Main Street West, Hamilton, Ontario.

These fund financial statements have been approved and authorized for issue by the Treasurer of the City,
as plan sponsor of the Hamilton Municipal Retirement Fund Pension Plan on June 20, 2017.

The majority of the net assets of the Pension Plan are combined in a pooled fund under a Master Trust
agreement administered by RBC Investor Services Trust.

RBC Investor Services Trust (the "Trustee") is the custodial trustee of the Pension Plan. Investment
decisions are made by independent investment managers using guidelines established by the City of
Hamilton’s Pension Committee while Towers Watson is the Pension Plan's actuary for the defined benefit
plan.

The Master Trust is divided into units of equal value, without priority or preference. The Master Trust issues
units to the individual pension plans representing their proportionate ownership of the total assets in the
Master Trust. Each plan is credited with units each time contributions are made while disbursements from
the individual plans result in reductions of their unit holdings. Investment income in the Master Trust does
not result in additional units for the individual plans but serves to increase the value of the units.

2. Basis of preparation
a) Basis of presentation

As permitted by the Financial Services Commission of Ontario (*FSCOQ”) these fund financial
statements are prepared in accordance with Canadian accounting standards for pension plans
excluding pension obligations and any resulting surplus or deficit.

The Pension Plan complies on a consistent basis with International Financial Reporting Standards
(“IFRS") in Part 1 of the Chartered Professional Accountants (“CPA Canada”) Handbook.

These fund financial statements have been prepared to assist the Administrator of the Pension Plan to
comply with the requirements of the Financial Services Commission of Ontario ("FSCO”) under Section
76 of Regulation 909 of the Pension Benefits Act (Ontario). As a resuit, the fund financial statements
may not be suitable for another purpose.

These fund financial statements of the Pension Plan do not purport to show the adequacy of the
Pension Plan's assets to meet its pension obligation. Such an assessment requires additional
information, such as the Pension Plan's actuarial reports and information about the City's financial
health.
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Hamilton Municipal Retirement Fund Pension Plan

Notes to Financial Statements

DECEMBER 31, 2016
2. Basis of preparation (continued)
b) Basis of measurement

The financial statements have been prepared on the historical cost basis, except for financial
instruments which are measured at fair value through the statement of changes in net assets available
for benefits.

¢) Functional and presentation currency

These fund financial statements are presented in Canadian dollars, which is the Pension Plan’s
functional currency.

3. Significant accounting policies

a) Financial assets and financial liabilities
(i) Non-derivative financial assets

Financial assets are recognized initially on the trade date, which is the date that the Pension Plan
becomes a party to the contractual provisions of the instrument. Transaction costs are not included
in the fair value of investments either on initial recognition or on subsequent re-measurement.
Transaction costs are included in the statement of changes in net assets available for benefits as
part of administrative expenses and professional fees incurred for the period.

The Pension Plan measures all of its investments at fair value through the statement of changes in
net assets available for benefits. All other non-derivative financial assets including accrued
investment income are measured at amortized cost.

The Pension Plan derecognizes a financial asset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all the risks and rewards of ownership of the financial asset are transferred or in
which the Pension Plan neither transfers nor retains substantially all the risks and rewards of
ownership and does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset and
consideration received is recognized in the statement of changes in net assets available for
benefits, as a net realized gain on investments.
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DECEMBER 31, 2016

3. Significant accounting policies (continued)

a) Financial assets and financial liabilities (continued)
(i) Non-derivative financial liabilities

All financial liabilities are recognized initially on the trade date at which the Pension Plan becomes a
party to the contractual provisions of the instrument. The Pension Plan derecognizes a financial
liability when its contractual obligations are discharged, cancelled or expired.

Financial assets and liabilities are offset and the net amount presented in the statement of net
assets available for benefits when, and only when, the Pension Plan has a legal right to offset the
amounts and it intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously. The Pension Plan considers its accrued liabilities to be a non-derivative financial
liability.

(ii) Derivative financial instruments

Derivative financial instruments are recognized initially at fair value and attributable transaction
costs are recognized in the statement of changes in net assets available for benefits as incurred.
Subsequent to initial recognition, derivatives are measured at fair value, and all changes are
recognized immediately in the statement of changes in net assets available for benefits.

b) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between knowledgeable, willing parties in an arm’s length transaction at the measurement
date.

If an asset or a liability measured at fair value has a bid and an ask price, the price within the bid-ask
spread that is the most representative of fair value in the circumstances shall be used to measure
fair value. The Pension Plan uses closing market price as a practical expedient for fair value
measurement.

When available, the Pension Plan measures the fair value of an instrument using quoted prices in an
active market for that instrument. A market is regarded as active if quoted prices are readily and
regularly available and represent actual and regularly occurring market transactions on an arm's
length basis.

If a market for a financial instrument is not active, then the Pension Plan establishes fair value using
a valuation technique. Valuation techniques include using recent arm's length transactions between
knowledgeable, willing parties (if available), reference to the current fair value of other instruments
that are substantially the same, discounted cash flow analyses and option pricing models.
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Hamiiton Municipal Retirement Fund Pension Plan

DECEMBER 31, 2016
3. Significant accounting policies (continued)
b) Fair value measurement (continued)

The best evidence of the fair value of a financial instrument at initial recognition is the transaction
price, i.e. the fair value of the consideration given or received, unless the fair value of that instrument
is evidenced by comparison with other observable current market transactions in the same
instrument or based on a valuation technique whose variables include only data from observable
markets. When transaction price provides the best evidence of fair value at initial recognition, the
financial instrument is initially measured at the transaction price and any difference between this
price and the value initially obtained from a valuation model is subsequently recognized in profit or
loss on an appropriate basis over the life of the instrument but not later than when the valuation is
supported wholly by observable market data or the transaction is closed out.

Ali changes in fair value, other than interest and dividend income and expense, are recognized in the
statement of changes in net assets available for benefits as part of the change in value of
investments.

investments are stated at fair value. Fair value of investments including those held within the Master
Trust is determined as follows:

(i) Short-term notes, treasury bills and deposits maturing within a year are stated at cost, which
together with accrued interest income approximates fair value given the short-term nature of these
investments.

(i)) Bonds and equities are valued at closing bid prices. Where quoted prices are not available,
estimated fair values are calculated using comparable securities.

(iii) Pooled funds are valued at the unit value supplied by the pooled fund administrator and which
represents the Pension Plan’s proportionate share of the underlying net assets at fair value
determined using closing bid prices.

¢) Netinvestment income

Income from investments is recognized on an accrual basis and includes dividend and interest
income.

d) Realized and unrealized gain (loss) on investments

Realized gains or losses on sales of investments is the difference between the proceeds received
and the average cost of the investments sold.

Change in value of investments represents the change in the difference between the fair value and
cost of investments at the beginning and end of the year.

€) Income taxes

The Pension Plan is a registered pension plan, as defined by the Income Tax Act (Canada) and,
accordingly, is not subject to income taxes.
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Hamilton Municipal Retirement Fund Pension Plan

Notes to Financial Statements

DECEMBER 31, 2016
3. Significant accounting policies (continued)
f) Foreign currency
Transactions in foreign currencies are translated into Canadian dollars at the exchange rate at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the

reporting date are retranslated into Canadian dollars at the exchange rate at that date.

Foreign currency differences arising on retranslation are recognized in the statement of changes in
net assets available for benefits.

g) Use of estimates and judgments
The preparation of the fund financial statements requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets
liabilities at the date of the statement of net assets available for benefits and the reported amounts of
changes in net assets available for benefits during the year. Actual results may differ from those
estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in any future years
affected.

4, Investments
a) Plan and Master Trust investments

The following table provides details of the underlying investments held by the Master Trust:

Master Trust 2015

Market Unrealized

Cost Value  Gain (Loss)
$ $ $

Cash 4,006,929 4,006,929 -
Short term notes and treasury bills 992,484 992,484 -
Canadian bonds and debentures 69,606,294 69,482,186 (124,108)
Canadian pooled bond fund 75,036,278 76,056,739 1,020,461
Canadian corporate shares 68,112,707 79,787,954 11,675,247
Canadian pooled equity fund 1,120,629 1,141,996 21,367
Foreign corporate shares 4,040,596 4,841,035 800,439
Foreign pooled equity fund 76,488,765 83,974,567 7,485,802

299,404,682 320,283,890 20,879,208
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DECEMBER 31, 2016
4. Investments (continued)
a) Plan and Master Trust investments (continued)

The following table provides details of the Pension Plan’s proportionate interest of underlying investments held
within the Master Trust:

Master Trust HURF Shares 2015

Market Unrealized

Cost Value  Gain (Loss)
$ $ $

Cash 965,169 965,169 -
Short term notes and treasury bills 239,065 239,085 -
Canadian bonds and debentures 16,766,421 16,736,527 (29,894)
Canadian pooled bond fund 18,074,369 18,320,172 245,803
Canadian corporate shares 16,406,653 19,218,929 2,812,276
Canadian pooled equity fund 269,932 275,078 5,146
Foreign corporate shares 973,279 1,166,084 192,805
Foreign pooled equity fund 18,424,237 20,227,380 1,803,143

72,119,125 77,148,404 5,029,279

The Pension Plan also directly holds cash of $35,721 (2015 ~ $65,042).

b) Fair value

The following table presents financial assets measured at fair value in the statement of net assets
available for benefits in accordance with the fair value hierarchy. This hierarchy groups financial assets
into three levels based on the significance of inputs used in measuring the fair value of the financial
assets. The fair value hierarchy has the following levels:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly or indirectly; and

Level 3: Inputs for assets and liabilities that are not based on observable market data.

The level within which the financial asset is classified is determined based on the lowest level of
significant input to the fair value measurement. The financial assets measured at fair value in the
statement of net assets available for benefits are grouped into the fair value hierarchy as follows:

The Pension Plan's investment in Master Trust is classified as Level 2. The following table presents

the classification of the investments held within the Master Trust and those held directly by the Pension
Plan at December 31, 2018, using the fair value hierarchy:

10
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DECEMBER 31, 2016
4. Investments (continued)
b) Fair value (continued)
2016 Market Value
Level 1 Level 2 Level 3
$ $ $
Cash 387,392 - -
Short term notes and treasury bills - 330,041 -
Canadian bonds and debentures - 16,424,764 -
Canadian pooled bond fund - 16,903,836 -
Canadian corporate shares 23,529,769 - -
Canadian pooled equity fund - 421,750 -
Foreign corporate shares 1,155,621 - -
Foreign pooled equity fund - 18,008,926 -
25,072,782 52,089,317 -
2015 Market Value
Level 1 Level2 Level 3
$ $ $
Cash 1,030,211 - -
Short term notes and treasury bills - 239,065 -
Canadian bonds and debentures - 16,736,527 -
Canadian pooled bond fund - 18,320,172 -
Canadian corporate shares 19,218,929 - -
Canadian pooled equity fund - 275,078 -
Foreign corporate shares 1,166,084 - -
Foreign pooled equity fund - 20,227,380 -

21,415,224 55,798,222 -

The methods and valuation techniques used for the purpose of measuring fair value are unchanged
compared to the previous reporting period. There were no changes in the classification of these financial
instruments during the current year.

1
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DECEMBER 31, 2016

4.

Investments (continued)

¢) Investments — financial instrument risk

The Pension Plan’s investment activities expose it to a variety of financial risks including credit risk,
market price risk, currency risk, interest rate risk and liquidity risk.

Credit risk

Credit risk is the risk of loss arising from the failure of a counterparty to fully honour its financial
obligations with the Pension Plan, including its inability or unwillingness to pay borrowed principal,
interest or rent when they come due. Credit risk can also lead to losses when issuers and debtors
are downgraded by credit rating agencies, usually leading to a fall in the market value of the debtors’

obligations.

Fixed income investments include cash, short-term notes and treasury bills, Canadian bonds and
debentures and Canadian pooled bond funds. As at December 31, 2016, the Pension Plan’s fixed
income investments exposure to credit risk is as follows:

2015 2015

% of Total Amount

Type Credit Rating Fund $
Corporate AAA/AA 5.8% 2,095,265
A 13.3% 4,826,774

BBB 5.2% 1,871,896

Provincial n/a 17.9% 6,491,114
Federal n/a 54.1% 19,710,536
Cash n/a 3.7% 1,330,390

100.0% 36,325,975

The fixed income investments mature as follows; $717,434 within 1 year, $20,858,269 within 1-10
years and $12,470,330 in greater than 10 years.

Market price risk

Market price risk is the risk that the fair value of a financial instrument will fluctuate as a result of
changes in the market prices caused by factors specific to the individual financial instruments, its
issuer, or factors affecting similar financial instruments traded in the public capital markets. As at
December 31, 2016, the Pension Plan's equity exposure of $43,116,066 (2015 - $40,887,471)
represented 55.9% (2015 ~ 53.0%) of the Pension Plan’s investments. As at December 31, 2016, if
the prices of securities had increased or decreased by ten percent, the effect on the assets, with all
other variables held constant, would be $4,311,607 (2015 - $4,088,747).

12
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¢) Investments - financial instrument risk (continued)
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Investments denominated in currencies other than the Canadian dollar expose the Pension Plan to
fluctuations in foreign exchange rates. Fluctuations in the relative value of the Canadian dollar against
these foreign currencies can result in a positive or a negative effect on the fair value of the investments.

As at December 31, 2016, the Pension Plan’s exposure to foreign currency, in Canadian dollars, is as

2015
Amount

$

15,904,885
1,088,117
1,682,793

897,105
802,431
281,645

280,208

234,887

242,141

follows: :
2015

% of Total

Type Fund
United States dollar 20.6%
Euro 1.4%
Pound sterling 2.1%
Japanese yen 1.2%
Swiss franc 1.0%
South Korean won 0.4%
New Taiwan dollar 0.0%
Hong Kong dollar 0.4%
Renminbi 0.0%
Austrailian dollar 0.0%
Indian rupee 0.0%
Brazilian real 0.1%
Russian ruble 0.0%
New shekel 0.0%
Swedish kronor 0.3%
Mexican peso 0.0%
Thai baht 0.0%
Other foreign currencies 0.4%
27.9%

21,393,465

13
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¢) Investments — financial instrument risk (continued)

As at December 31, 2016, if the Canadian dollar had strengthened/weakened by five percent in
relation to other currencies, with all other variables held constant, the effect on the assets would be as

follows:
2015 2015
Change in Amount
Type Currency 3
United States dollar +/- 5% 795,244
Euro 54,406
Pound sterling 79,140
Japanese yen 44,855
Swiss franc 40,122
South Korean won 14,082
New Taiwan dollar -
Hong Kong dollar 14,010
Renminbi -
Austrailian dollar -
Indian rupee -
Brazilian real 3,963
Russian ruble -
New shekel -
Swedish kronor 11,744
Mexican peso -
Thai baht -
Other foreign currencies 12,108
1,069,674

Interest rate risk

Interest rate risk refers to the effect on the market value of the Pension Plan’s assets and liabilities due
to fluctuations in interest rates. As at December 31, 2016, the Pension Fund's fixed income
investments with exposure to interest rate risk is $33,033,140 (2015 - $34,995,585). As at December
31, 2018, if the nominal interest rate had increased or decreased by one percent, the effect on the
assets, with all other variables held constant, would be $4,961,578 (2015 - $5,231,355).

Liquidity risk
Liquidity risk is the exposure of the Pension Plan to the risk of not being able to meet its financial
obligations as they become due. The Pension Plan maintains an investment policy which contains

asset mix guidelines which help ensure the Pension Plan is able to liquidate investments to meet its
pension benefit or other obligations.

14
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The following information is provided in respect of individual investments, including those held within the
Master Trust, with a cost or fair value in excess of 1% of the cost or fair value of the Pension Plan's
investments as required to meet disclosure requirements under the Pension Benefits Act (Ontario):

Canadian bonds and debentures
Canada Real Return Bond
Canada Real Return Bond
Gowvernment of Canada Series
Gowernment of Canada Real Return Bond

Canadian pooled bond fund

TD Emerald Active Canadian Long Bond
Pooled Fund

Canadian corporate shares
Suncor Energy Inc.
Bank of Nova Scotia
Bank of Montreal
Canadian Natural Res. Limited
Toronto Dominion Bank
Royal Bank of Canada

Canadian and foreign pooled equity funds
Aberdeen Canada Global Equity Fund
Global Equity Allocation Fund il
Brandes Canada Global Equity Unit Trust

15
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5. Investment income
2015
$
Fixed income 1,140,608
Equities 2,915,384
Cash 36,727
4,092,719
6. Administrative expenses and professional fees
2015
$
Actuarial fees 59,444
Trustee and legal fees 8,331
Administrative expenses 68,082
Investment management fees 225,769
Audit fees 6,513
368,139

7. Related party transactions

During the year, The City of Hamilton charged administrative expenses to the Pension Plan in the amount of
$68,082 (2015 - $68,082) in connection with the Pension Plan's unfunded liability as at the last actuarial
valuation date of December 31, 2014 based on membership data as at October 2012. The next actuarial
valuation should be performed with an effective date not later than December 31, 2017.

16




Page 89 of 249

Appendix B

Hamilton Municipal Retirement Fund Pension Plan HMRF/MWRF Pension

Sub-Committee
Notes to Financial Statements Report 17-001

DECEMBER 31, 2016
8. Capital risk management

The main objective of the Pension Plan is to sustain a certain level of net assets in order to meet the pension
obligations of the Hamilton Municipal Retirement Fund Pension Plan, which are not presented or discussed in
these specified-purpose financial statements. The Pension Plan fulfils its primary objective by adhering to
specific investment policies outlined in the Statement of Investment Policies and Procedures (the "SIP&P"),
which is reviewed annually by the City. The inception date of the Master Trust and SIP&P is November 1,
1998. The SIP&P was last amended and approved on December 14, 2016. The most material change made to
the Master Trust SIP&P complies with the amendment made to applicable pension legislation related to
environmental, social and governance (ESG) factors. Effective January 1, 2016, a pension plan’s SIP&P must
state whether ESG factors are incorporated into the pension plan’s investment policies and procedures, and if
so, to include a description of how these factors are incorporated. The other significant changes in the Master
Trust SIP&P were made to comply with the federal investment regulations as amended and/or for clarification
purposes. Finally, the Master Trust SIP&P was updated with information on the status of the pension plan
members, contributions, benefits and liabilities. The Pension Plan manages net assets by engaging
knowledgeable investment managers who are charged with the responsibility of investing existing funds and
new funds (current year employer contributions) in accordance with the approved SIP&P. Increases in net
assets available for benefits are direct results of investment income generated by investments held by the Plan
and contributions into the Plan by eligible employees and by the City. The main use of net assets available for
benefits is for the benefit payments to eligible Plan members. Although there are no regulatory requirements
relating to the level of assets, the funding to be maintained by the Pian is determined through triennial actuarial
valuations. There were no contributions that were past due at December 31, 2016. The Pension Plan is
required to file fund financial statements with FSCO.

The following table presents the asset allocation for each category, and total investments, along with
benchmarks.

Asset allocation (%)
SIP&P As at December 31

Asset categories Benchmark Target 2016 2015
Fixed income DEX Long Term Bond Index 40.0% 44.1% 47.0%
Equities
Canadian equity S&P/TSX Composite 30.0% 31.1% 25.3%
Global equity MSCI World Index (C$) 30.0% 24.8% 27.7%
Total investments Composite index 100% 100% 100%
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Hamilton Municipal Retirement Fund Pension Plan

Supplemental Appendix
(Unaudited)

This supplemental disclosure is attached as an unaudited appendix to the financial statements for reporting
under FSCO disclosures requirements.

The following table presents the annual rate of investment return by asset category as determined by
Aon Hewitt.

Annual rate of investment return (%)
As at December 31

Asset categories Benchmark 2016 2015
Bonds DEX Long Term Bond Index 3.0% 3.1%
Canadian equities S&P/TSX Composite 24.1% (5.3%)
Global equities MSCI World Index (C$) 4.7% 10.4%
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KPMG LLP

Commerce Place

21 King Street West, Suite 700
Hamilton Ontario L8P 4W7
Canada

Telephone (905) 523-8200

Fax (905) 523-2222

INDEPENDENT AUDITORS' REPORT

To the Pension Committee of the Corporation of the City of Hamilton for the
Hamilton-Wentworth Retirement Fund Pension Plan

We have audited the accompanying fund financial statements of the Pension Fund
for the Hamilton-Wentworth Retirement Fund Pension Plan, which comprise the
statement of net assets available for benefits as at December 31, 2016 and the
statement of changes in net assets available for benefits for the year then ended,
and notes, comprising a summary of significant accounting policies and other
explanatory information. The fund financial statements have been prepared by
management based on the financial reporting provisions of Section 76 of Regulation
909 of the Pension Benefits Act (Ontario).

Management's Responsibility for the Fund Financial Statements

Management is responsible for the preparation and fair presentation of these fund
financial statements in accordance with the financial reporting provisions of Section
76 of Regulation 909 of the Pension Benefits Act (Ontario), and for such internal
control as management determines is necessary to enable the preparation of fund
financial statements that are free from material misstatement, whether due to fraud
or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these fund financial statements based
on our audit. We conducted our audit in accordance with Canadian generally
accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform an audit to obtain reasonable assurance about
whether the fund financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the fund financial statements. The procedures selected
depend on our judgment, including the assessment of the risks of material
misstatement of the fund financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity's
preparation and fair presentation of the fund financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the fund financial statements.

KPMG LLP is a Canadian limited liabllity partnership and a

member firm of the KPMG network of independent member fims

affiliated with KPMG i Cooperative (*KPMG | ional), a Swiss entity.
KPMG Canada provides services to KPMG LLP.

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

Opinion

In our opinion, the fund financial statements present fairly, in all material respects,
the net assets available for benefits of the Hamilton-Wentworth Retirement Fund
Pension Plan as at December 31, 2016 and the changes in net assets available for

benefits for the year then ended in accordance with the financial reporting
provisions of Section 76 of Regulation 909 of the Pension Benefits Act (Ontario).

Basis of Accounting and Restriction on Use

Without modifying our opinion, we draw attention to Note 2(a) to the fund financial
statements, which describes the basis of accounting. The fund financial statements
are prepared to assist the Hamilton-Wentworth Retirement Fund Pension Plan to
meet the requirements of the Financial Services Commission of Ontario under
Section 76 of Regulation 909 of the Pension Benefits Act (Ontario). As a result, the
fund financial statements may not be suitable for another purpose.

Our report is intended solely for the Pension Committee of the Hamilton-Wentworth
Retirement Fund Pension Plan and the Financial Services Commission of Ontario
and should not be used by any other parties.

Kins 42
=

Chartered Professional Accountants, Licensed Public Accountants

June 20, 2017
Hamilton, Canada
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Statement of Net Assets Available For Benefits
DECEMBER 31, 2016, with comparative information for 2015

2015
$
ASSETS
Investments
Investment in Master Trust (note 4a) 59,262,666
Cash in Plan (note 4a) 68,186
Accrued investment income 59,114
Sponsor and cther receivables 228,417
59,618,383
LIABILITIES
Accrued liabilities 57,372
59,561,011

NET ASSETS AVAILABLE FOR BENEFITS

The accompanying notes are an integral part of these financial statements.
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Statement of Changes In Net Assets Available For Benefit:
Year Ended DECEMBER 31, 2016, with comparative information for 2015

2015
$
INCREASE IN NET ASSETS
Investment income (note 5) 3,137,027
Net realized gain on investments 1,972,446
Change in value of investments -
5,109,473
CONTRIBUTIONS
Sponsor
Special payment for unfunded liabilities (note 7) 2,741,004
DECREASE IN NET ASSETS
Pension benefits 7,205,747
Change in value of investments 3,380,807
Administrative expenses and professional fees (note 6) 265,879
10,852,433
NET DECREASE FOR THE YEAR (3,001,9586)
NET ASSETS AVAILABLE FOR BENEFITS 62,562,967
AT THE BEGINNING OF THE YEAR
NET ASSETS AVAILABLE FOR BENEFITS 59,561,011

AT THE END OF THE YEAR

The accompanying notes are an integral part of these financial statements.
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DECEMBER 31, 2016

1.

Description of the Plan

The Hamilton-Wentworth Retirement Fund (“HWRF”) Pension Plan (the “Pension Plan”) is a contributory
defined benefit pension plan. The Pension Plan is registered under the Pension Benefits Act, 1987
(Ontario) (the “Act”), Registration Number 1073352. In accordance with a provision of the Ontario Municipal
Employees Retirement System (OMERS) all new employees of the Corporation of the City of Hamilton are
included under OMERS rather than the Pension Plan. As a consequence, the membership of the Pension
Plan has become closed to new entrants and will decrease as existing members terminate. The Pension
Plan’s head office is located at 71 Main Street West, Hamilton, Ontario.

These fund financial statements have been approved and authorized for issue by the Treasurer of the City,
as plan sponsor of the Hamilton-Wentworth Retirement Fund Pension Plan on June 20, 2017.

The majority of the net assets of the Pension Plan are combined in a pooled fund under a Master Trust
agreement administered by RBC Investor Services Trust.

RBC Investor Services Trust (the "Trustee") is the custodial trustee of the Pension Plan. Investment
decisions are made by independent investment managers using guidelines established by the City of
Hamilton's Pension Committee for the Pension Plan while AON Hewitt is the Pension Plan's actuary for the
defined benefit plan.

The Master Trust is divided into units of equal value, without priority or preference. The Master Trust issues
units to the individual pension plans representing their proportionate ownership of the total assets in the
Master Trust. Each plan is credited with units each time contributions are made while disbursements from
the individual plans result in reductions of their unit holdings. Investment income in the Master Trust does
not result in additional units for the individual plans but serves to increase the value of the units.

Basis of preparation
a) Basis of presentation

As permitted by the Financial Services Commission of Ontario (‘FSCO”) these fund financial
statements are prepared in accordance with Canadian accounting standards for pension plans
excluding pension obligations and any resulting surplus or deficit.

The Pension Plan complies on a consistent basis with International Financial Reporting Standards
(“IFRS") in Part 1 of the Chartered Professional Accountants (“CPA Canada”) Handbook.

These fund financial statements have been prepared to assist the Administrator of the Pension Plan to
comply with the requirements of the Financial Services Commission of Ontario (‘FSCQO”) under section
76 of Regulation 909 of the Pension Benefits Act (Ontario). As a result, the fund financial statements
may not be suitable for another purpose.

These fund financial statements of the Pension Plan do not purport to show the adequacy of the
Pension Plan's assets to meet its pension obligation. Such an assessment requires additional
information, such as the Pension Plan's actuarial reports and information about the City's financial
health.
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2. Basis of preparation (continued)
b) Basis of measurement

The financial statements have been prepared on the historical cost basis, except for financial
instruments which are measured at fair value through the statement of changes in net assets available
for benefits.

¢) Functional and presentation currency

These fund financial statements are presented in Canadian dollars, which is the Pension Plan’s
Functional currency.

3. Significant accounting policies

a) Financial assets and financial liabilities
(i) Non-derivative financial assets

Financial assets are recognized initially on the trade date, which is the date that the Pension Plan
becomes a party to the contractual provisions of the instrument. Transaction costs are not included
in the fair value of investments either on initial recognition or on subsequent re-measurement.
Transaction costs are included in the statement of changes in net assets available for benefits as
part of administrative expenses and professional fees incurred for the period.

The Pension Plan measures all of its investments at fair value through the statement of changes in
net assets available for benefits. All other non-derivative financial assets including accrued
investment income, are measured at amortized cost.

The Pension Plan derecognizes a financial asset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all the risks and rewards of ownership of the financial asset are transferred or in
which the Pension Plan neither transfers nor retains substantially all the risks and rewards of
ownership and does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset and
consideration received is recognized in the statement of changes in net assets available for
benefits, as a net realized gain on investments.
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3. Significant accounting policies (continued)

a) Financial assets and financial liabilities (continued)
(i) Non-derivative financial liabilities

All financial liabilities are recognized initially on the trade date at which the Pension Plan becomes a
party to the contractual provisions of the instrument. The Pension Plan derecognizes a financial
liability when its contractual obligations are discharged, cancelled or expired.

Financial assets and liabilities are offset and the net amount presented in the statement of net
assets available for benefits when, and only when, the Pension Plan has a legal right to offset the
amounts and it intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously. The Pension Plan considers its accrued liabilities to be a non-derivative financial
liability.

(iiiy Derivative financial instruments

Derivative financial instruments are recognized initially at fair value and attributable transaction
costs are recognized in the statement of changes in net assets available for benefits as incurred.
Subsequent to initial recognition, derivatives are measured at fair value, and all changes are
recognized immediately in the statement of changes in net assets available for benefits.

b) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between knowledgeable, willing parties in an arm’s length transaction at the measurement
date.

If an asset or a liability measured at fair value has a bid and an ask price, the price within the bid-ask
spread that is the most representative of fair value in the circumstances shall be used to measure fair
value. The Pension Plan uses closing market price as a practical expedient for fair value
measurement.

When available, the Pension Plan measures the fair value of an instrument using quoted prices in an
active market for that instrument. A market is regarded as active if quoted prices are readily and
regularly available and represent actual and regularly occurring market transactions on an arm's length
basis.

If a market for a financial instrument is not active, then the Pension Plan establishes fair value using a
valuation technique. Valuation techniques include using recent arm's length transactions between
knowledgeable, willing parties (if available), reference to the current fair value of other instruments that
are substantially the same, discounted cash flow analyses and option pricing models.
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3. Significant accounting policies (continued)
b) Fair value measurement (continued)

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price,
i.e. the fair value of the consideration given or received, unless the fair value of that instrument is
evidenced by comparison with other observable current market transactions in the same instrument or
based on a valuation technique whose variables include only data from observable markets. When
transaction price provides the best evidence of fair value at initial recognition, the financial instrument is
initially measured at the transaction price and any difference between this price and the value initially
obtained from a valuation model is subsequently recognized in profit or loss on an appropriate basis
over the life of the instrument but not later than when the valuation is supported wholly by observable
market data or the transaction is closed out.

All changes in fair value, other than interest and dividend income and expense, are recognized in the
statement of changes in net assets available for benefits as part of the change in value of investments.

Investments are stated at fair value. Fair value of investments including those held within the Master
Trust is determined as follows:

(i) Short-term notes, treasury bills and deposits maturing within a year are stated at cost, which
together with accrued interest income approximates fair value given the short-term nature of these
investments.

(i) Bonds and equities are valued at closing bid prices. Where quoted prices are not available,
estimated fair values are calculated using comparable securities.

(iii) Pooled funds are valued at the unit value supplied by the pooled fund administrator and which
represents the Pension Plan’s proportionate share of the underlying net assets at fair value
determined using closing bid prices.

¢) Net investment income
Income from investments is recognized on an accrual basis and includes dividend and interest income.

d) Realized and unrealized gain (loss) on investments

Realized gains or losses on sales of investments is the difference between the proceeds received and
the average cost of the investments sold.

Change in value of investments represents the change in the difference between the fair value and cost
of investments at the beginning and end of the year.

e) Income taxes

The Pension Plan is a registered pension plan, as defined by the Income Tax Act (Canada) and,
accordingly, is not subject to income taxes.
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3. Significant accounting policies (continued)
f) Foreign currency
Transactions in foreign currencies are translated into Canadian dollars at the exchange rate at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the

reporting date are retranslated into Canadian dollars at the exchange rate at that date.

Foreign currency differences arising on retranslation are recognized in the statement of changes in net
assets available for benefits.

g) Use of estimates and judgments
The preparation of the fund financial statements requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets
and liabilities at the date of the statement of net assets available for benefits and the reported amounts
of changes in net assets available for benefits during the year. Actual results may differ from those
estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in any future years
affected.

4. Investments
a) Plan and Master Trust investments

The following table provides details of the underlying investments held by the Master Trust:

Master Trust 2015

Market Unrealized

Cost Value  Gain (Loss)
$ $ $

Cash 4,006,929 4,006,929 -
Short term notes and treasury bills 992,484 992,484 -
Canadian bonds and debentures 69,606,294 69,482,186 (124,108)
Canadian pooled bond fund 75,036,278 76,056,739 1,020,461
Canadian corporate shares 68,112,707 79,787,954 11,675,247
Canadian pooled equity fund 1,120,629 1,141,996 21,367
Foreign corporate shares 4,040,596 4,841,035 800,439
Foreign pooled equity fund 76,488,765 83,974,567 7,485,802

299,404,682 320,283,890 20,879,208
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4. Investments (continued)
a) Plan and Master Trust investments (continued)

The following table provides details of the Pension Plan’s proportionate interest of underlying investments held
within the Master Trust:

Master Trust HWRF Shares 2015

Market Unrealized

Cost Value  Gain (Loss)
$ $ $

Cash 741,409 741,409 -
Short term notes and treasury bills 183,641 183,641 -
Canadian bonds and debentures 12,879,369 12,856,405 (22,964)
Canadian pooled bond fund 13,884,088 14,072,906 188,818
Canadian corporate shares 12,603,008 14,763,299 2,160,291
Canadian pooled equity fund 207,352 211,306 3,954
Foreign corporate shares 747,638 895,745 148,107

14,152,844 15,537,955 1,385,111
55,399,349 59,262,666 3,863,317

Foreign pooled equity fund

The Pension Plan also directly holds cash of $36,262 (2015 - $68,186).

b) Fair value

The following table presents financial assets measured at fair value in the statement of net assets
available for benefits in accordance with the fair value hierarchy. This hierarchy groups financial assets
into three levels based on the significance of inputs used in measuring the fair value of the financial
assets. The fair value hierarchy has the following levels:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly or indirectly; and

Level 3: Inputs for assets and liabilities that are not based on observable market data.

The level within which the financial asset is classified is determined based on the lowest level of
significant input to the fair value measurement. The financial assets measured at fair value in the
statement of net assets available for benefits are grouped into the fair value hierarchy as follows:

The Pension Plan's investment in Master Trust is classified as Level 2. The following table presents

the classification of the investments held within the Master Trust and those held directly by the Pension
Plan at December 31, 2016, using the fair value hierarchy:

10
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4. Investments (continued)
b) Fair value (continued)
2016 Market Value
Level 1 Level 2 Level 3
$ 3 $
Cash 307,147 - -
Short term notes and treasury bifls - 254,224 -
Canadian bonds and debentures - 12,651,675 -
Canadian pooled bond fund - 13,020,695 -
Canadian corporate shares 18,124,522 - -
Canadian pooled equity fund - 324,866 -
Foreign corporate shares 890,153 - -
Foreign pooled equity fund - 13,871,925 -
19,321,822 40,123,385 -
2015 Market Value
Level 1 Level 2 Level 3
$ $ $
Cash 809,595 - -
Short term notes and treasury bills - 183,641 -
Canadian bonds and debentures - 12,856,405 -
Canadian pooled bond fund - 14,072,906 -
Canadian corporate shares 14,763,299 - -
Canadian pooled equity fund - 211,306 -
Foreign corporate shares 895,745 - -
Foreign pooled equity fund - 15,637,955 -

16,468,639 42,862,213 -

The methods and valuation techniques used for the purpose of measuring fair value are unchanged compared
to the prior year reporting period. There were no changes in the classification of these financial instruments
during the current year.

11
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4,

Investments (continued)

¢) Investments — financial instrument risk

The Pension Plan’s investment activities expose it to a variety of financial risks including credit risk,
market price risk, currency risk, interest rate risk and liquidity risk.

Credit risk

Credit risk is the risk of loss arising from the failure of a counterparty to fully honour its financial
obligations with the Pension Plan, including its inability or unwillingness to pay borrowed principal,
interest or rent when they come due. Credit risk can also lead to losses when issuers and debtors are
downgraded by credit rating agencies, usually leading to a fall in the market value of the debtors’

" obligations.

Fixed income investments include cash, short-term notes and treasury bills, Canadian bonds and
debentures and Canadian pooled bond funds. As at December 31, 2016, the Pension Plan’s fixed
income investments exposure to credit risk is as follows:

2015 2015
% of Total Amount
Type Credit Rating Fund $
Corporate AAA/AA 5.8% 1,609,508
A 13.3% 3,707,756
BBB 5.1% 1,437,924
Provincial n/a 17.9% 4,986,243
Federal n/a 54.2% 15,140,935
Cash n/a 3.7% 1,040,181

100.0% 27,922,547

The fixed income investments mature as follows; $561,372 within 1 year, $16,066,718 within 1-10
years and $9,605,651 in greater than 10 years.

Market price risk

Market price risk is the risk that the fair value of a financial instrument will fluctuate as a result of
changes in the market prices caused by factors specific to the individual financial instruments, its
issuer, or factors affecting similar financial instruments traded in the public capital markets. As at
December 31, 2016, the Pension Plan's equity exposure of $33,211,466 (2015 - $31,408,305)
represented 55.9% (2015 ~ 52.9%) of the Pension Plan’s investments. As at December 31, 2016, if
the prices of securities had increased or decreased by ten percent, the effect on the assets, with all
other variables held constant, would be $3,321,147 (2015 - $3,140,830).

12
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4. Investments (continued)
¢) Investments — financial instrument risk (continued)
Currency risk
Investments denominated in currencies other than the Canadian dollar expose the Pension Plan to
fluctuations in foreign exchange rates. Fluctuations in the relative value of the Canadian dollar against
these foreign currencies can result in a positive or a negative effect on the fair value of the

investments.

As at December 31, 2016, the Pension Plan's exposure to foreign currency, in Canadian dollars, is as

follows:
2015 2015
% of Total Amount
Type Fund $

United States dollar 20.6% 12,217,568

Euro 1.4% 835,853
Pound sterling 2.1% 1,215,845
Japanese yen 1.2% 689,124
Swiss franc 1.0% 616,399
South Korean won 0.4% 216,350
New Taiwan dollar 0.0% -
Hong Kong dollar 0.4% 215,246
Renminbi 0.0% -
Austrailian dollar 0.0% -
Indian rupee 0.0% -
Brazilian real 0.1% 60,879
Russian ruble 0.0% -
New shekel 0.0% -
Swedish kronor 0.3% 180,432
Mexican peso 0.0% -
Thai baht 0.0% -
Other foreign currencies 0.4% 186,004

27.9% 16,433,700

13
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Investments (continued)
¢) Investments — financial instrument risk (continued)

As at December 31, 2016, if the Canadian dollar had strengthened/weakened by five percent in
relation to other currencies, with all other variables held constant, the effect on the assets would be

as follows:
2015 2015
Change in Amount
Type Currency $
United States dollar +/- 5% 610,878
Euro 41,793
Pound sterling 60,792
Japanese yen 34,456
Swiss franc 30,820
South Korean won 10,818
New Taiwan dollar -
Hong Kong dollar 10,762
Renminbi -
Austrailian dollar -
Indian rupee -
Brazilian real 3,044
Russian ruble -
New shekel -
Swedish kronor 9,022
Mexican peso -
Thai baht -
Other foreign currencies 9,300
821,685

Interest rate risk

Interest rate risk refers to the effect on the market value of the Pension Plan’s assets and liabilities due
to fluctuations in interest rates. As at December 31, 2016, the Pension Plan’'s fixed income
investments with exposure to interest rate risk is $25,444,783 (2015 - $26,882,365). As at December
31, 20186, if the nominal interest rate had increased or decreased by one percent, the effect on the
assets, with all other variables held constant, would be $3,821,806 (2015 - $4,018,541).

Liquidity risk
Liquidity risk is the exposure of the Pension Plan to the risk of not being able to meet its financial
obligations as they become due. The Pension Plan maintains an investment policy which contains

asset mix guidelines which help ensure the Pension Plan is able to liquidate investments to meet its
pension benefit or other obligations.

14
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Investments (continued)
d) Statutory disclosure
The following information is provided in respect of individual investments, including those held within the

Master Trust, with a cost or fair value in excess of 1% of the cost or fair value of the Pension Plan's
investments as required to meet disclosure requirements under the Pension Benefits Act (Ontario):

Canadian bonds and debentures
Canada Real Return Bond
Canada Real Return Bond
Government of Canada Series
Government of Canada Real Return Bond
Gowernment of Canada Unsec'd Inflation Linke

Canadian pooled bond fund

TD Emerald Active Canadian Long Bond
Pooled Fund

Canadian corporate shares
Suncor Energy Inc.
Bank of Nova Scotia
Bank of Montreal
Canadian Natural Res. Limited
Toronto Dominion Bank
Royal Bank of Canada

Canadian and foreign pooled equity funds
Aberdeen Canada Global Equity Fund
Global Equity Allocation Fund il
Brandes Canada Global Equity Unit Trust

15
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Fixed income
Equities
Cash

6. Administrative expenses and professional fees

Actuarial fees

Trustee and legal fees
Administrative expenses
Investment management fees

Audit fees

7. Related party transactions
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874,580
2,233,848
28,599
3,137,027

19,150
6,498
60,976

172,639

6,716

265,879

During the year, The City of Hamilton charged administrative expenses to the Pension Plan in the amount of

$60,976 (2015 - $60,976).

The City of Hamilton also made actuarial deficiency payments in the amount of $1,630,692 (2015 - $2,741,004)
in connection with the Pension Plan’s unfunded liability as at the last actuarial valuation date of December 31,
2013 based on membership data as at November 2014. The next actuarial valuation date is to occur no later

than December 31, 2016.

16
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8. Capital risk management

The main objective of the Pension Plan is to sustain a certain level of net assets in order to meet the pension
obligations of the Hamilton-Wentworth Retirement Fund Pension Plan, which are not presented or discussed in
these specified-purpose financial statements. The Pension Plan fulfils its primary objective by adhering to
specific investment policies outlined in the Statement of investment Policies and Procedures (the "SIP&P"),
which is reviewed annually by the City. The inception date of the Master Trust and SIP&P is November 1,
1999. The SIP&P was last amended and approved on December 14, 2016. The most material change made to
the Master Trust SIP&P complies with the amendment made to applicable pension legislation related to
environmental, social and governance (ESG) factors. Effective January 1, 2016, a pension plan’s SIP&P must
state whether ESG factors are incorporated into the pension plan’s investment policies and procedures, and if
so, to include a description of how these factors are incorporated. The other significant changes in the Master
Trust SIP&P were made to comply with the federal investment regulations as amended and/or for clarification
purposes. Finally, the Master Trust SIP&P was updated with information on the status of the pension plan
members, contributions, benefits and liabilities. The Pension Plan manages net assets by engaging
knowledgeable investment managers who are charged with the responsibility of investing existing funds and
new funds (current year employer contributions) in accordance with the approved SIP&P. Increases in net
assets available for benefits are direct results of investment income generated by investments held by the Plan
and contributions into the Plan by eligible employees and by the City. The main use of net assets available for
benefits is for the benefit payments to eligible Plan members. Although there are no regulatory requirements
relating to the level of assets, the funding to be maintained by the Plan is determined through triennial actuarial
valuations. There were no contributions that were past due at December 31, 2016. The Pension Plan is
required to file fund financial statements with FSCO.

The following table presents the asset allocation for each category, and total investments, along with
benchmarks.

Asset allocation (%)
SIP&P  As at December 31

Asset categories Benchmark Target 2016 2015
Fixed income DEX Long Term Bond Index 40.0% 44.1% 47.0%
Equities
Canadian equity S&P/TSX Composite 30.0% 31.1% 25.3%
Global equity MSCI World Index (C$) 30.0% 24.8% 27.7%
Total investments Composite index 100% 100% 100%
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This supplemental disclosure is attached as an unaudited appendix to the financial statements for reporting

under FSCO disclosures requirements.

The following table presents the annual rate of investment return by asset category as determined by

Aon Hewitt.
Annual rate of investment return (%)
As at December 31
Asset categories Benchmark 2016 2015
Bonds DEX Long Term Bond Index 3.0% 3.1%
Canadian equities S&P/TSX Composite 24.1% (5.3%)
Global equities MSCI World Index (C$) 4.7% 10.4%
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CITY OF HAMILTON

= CORPORATE SERVICES DEPARTMENT
(BRI Financial Services Division
Hamilton
TO: Chair and Members
HMRF/HWRF Pension Administration Committee
COMMITTEE DATE: November 30, 2017

SUBJECT/REPORT NO: | Hamilton-Wentworth Retirement Fund (HWRF) Valuation at
December 31, 2016 (FCS17095) (City Wide)

WARD(S) AFFECTED: | City Wide

PREPARED BY: Barb Howe (905) 546-2424 Ext. 5599

SUBMITTED BY: Mike Zegarac
General Manager
Finance and Corporate Services Department

SIGNATURE:

RECOMMENDATION

That the December 31, 2016 actuarial valuation for the Hamilton Wentworth Retirement
Fund (HWRF), attached as Appendix “B” to Report FCS17095, be received for
information.

EXECUTIVE SUMMARY

The December 31, 2016 Valuation for the Hamilton Wentworth Retirement Fund
(HWRF), attached as Appendix “B” to Report FCS17095, has shown improvement since
the last valuation.

The funded status of the plan on a going concern basis has improved from a deficit
position of $2.1 million to a $4 million surplus. However, on a solvency basis the plan
continues to be in a deficit position with a current deficit of $3.6 million down from its
previous deficit of $8.3 million.

Since the ratio of solvency assets to solvency liabilities is equal to 0.94, there are no
solvency concerns; consequently a new valuation will not be required until December

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Cuilture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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31, 2019. However, the current solvency deficit requires minimum annual payments
totalling $3.89 million over the 3 year period. The 2017 minimum annual payment of
$1.1 million is provided for in the current budget.

Alternatives for Consideration — Not Applicable.

FINANCIAL — STAFFING - LEGAL IMPLICATIONS

Financial: Although the plan text includes a provision for indexation, the value of the
indexation can be excluded from the valuation both on a going concern
basis and on a solvency basis. The estimated cost to fund future
indexation is approximately $8.8 million and is not reflected in the going
concern surplus position of the plan. However, the Financial Services
Commission of Ontario (FSCO) does require that the value of the
current year’s indexation be funded in the year granted. This means, with all
else being equal, that each year the required annual special payment will
increase by the cost of the annual indexation granted for the year.

Based on the 2016 valuation, the minimum contributions for 2017 and the
estimated minimum contributions for 2018 and 2019, which includes an
estimate for annual pension increases are as follows:

2017 2018 2019
Minimum annual special payment $1,094,400 $1,333,100 $1,465,900

The 2018 to 2019 minimum annual special payments includes an amount of
$130,200 and $263,000, respectively, for the estimated impact of indexation
in each year. Appendix “A” to Report FCS17095 contains a more detailed
breakdown of the HWRF annual special payments requiredduring the
period 2017-2019.

Since the City elected to defer any new solvency special payments by 12
months, the amortization of the new solvency payments will begin in 2018.
These special payments can be provided for in the current budget.

On May 19, 2017, the Ontario government announced proposed changes to
pension plan funding rules which may eliminate the need to fund solvency
deficits, however these changes are not expected to become effective until
2018.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Below is a summary of the current funding rules and the proposed funding

rules:

Typeof Funding |CurrentRules @ | Proposed Rules
Solvency Funding Must fund to 100% Must fund to 85%.
Therefore no  solvency
funding if transfer ratio is

0.85 or better.
Deficit up to 100% must be
funded over 5 years Deficit up to 85% must be
funded over 5 years
Going Concern | Must fund to 100% Must fund in excess of
Funding 100%. The excess is a

cushion referred to as a
Provision  for  Adverse
Deficit up to 100% must be | Deviation (PfAD).
funded over 15 years Deficit funded over 10
years and past deficits can
be consolidated.

Based on the latest valuation, the HWRF plan is currently funded at 94%
and all of the minimum required special payments per this valuation are
due to the solvency deficit. Therefore the required solvency special
payments could be eliminated under the proposed new rules; however
the going concern valuation would be enhanced. The going concern
amortization period will be shortened and a reserve or cushion (i.e. PfAD)
must be funded. The size of the required reserve has not yet been
determined by the government.

Staff will be monitoring these changes in conjunction with the plan’s Actuary
to determine whether it will be beneficial to file a new valuation in 2018.

Staffing: None.

Legal: Under legislation, an actuarial valuation must be filed within nine months of
thevaluation date. Therefore, the December 31, 2016, valuation should be
filed by September 30, 2017. Prior to the filing date, the City applied to
FSCO for a filing extension to October 31, 2017. Due to this time
constraint, the December 31, 2016, valuation has been filed with the
legislated authorities.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integnity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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HISTORICAL BACKGROUND

The last valuation filed was as at December 31, 2013, and a new valuation is required
no later than every three years. Under the Pension Benefits Act, if a report indicates
solvency concerns, whereby the ratio of solvency assets to the solvency liabilities is less
than 0.85, then actuarial valuations must be completed annually. Since, the solvency
ratio at December 31, 2016, was 0.94, there are no solvency concerns; therefore, a
valuation will not be required until December 31, 2019.

Each valuation requires the plan to be valued using three different assumptions:

(i)  Going Concern Basis — this valuation assumes that the plan will continue until the
last beneficiary is paid based on current assumptions. In other words, the plan will
run its normal life;

(i) Solvency Basis — this valuation assumes that the plan would be wound up at
December 31, 2016, and, as permitted by the Pension Benefits Act, certain
benefits can be excluded from the solvency fliability, such as post-retirement
indexing;

(i)  Wind-up Basis — similar to the solvency basis, this valuation assumes that the plan
would be wound up at December 31, 2016, but includes all benefit obligations,
such as post-retirement indexing.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

Pension plans are governed by the Pension Benefits Act, R.S.0, 1990. As required by
legislation, valuations are filed with the Financial Services Commission of Ontario
(FSCO) and Canada Revenue Agency (CRA).

RELEVANT CONSULTATION

Actuaries from the firm Aon Hewitt prepared the December 31, 2016 Actuarial
Valuation.

ANALYSIS AND RATIONALE FOR RECOMMENDATION

The HWREF plan is a closed plan and is comprised mainly of police personnel and some
non-police former City of Hamilton employees hired prior to July 1, 1965. The following
chart provides a synopsis of the plan position and membership data as of December 31,
2016, for the respective groups and a comparison of the total to the previous valuation
at December 31, 2013:

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integnty, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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$ in millions)

Going Concern Basis
Value of Assets $59.1 $0.3 $59.4 $61.0
Total Liabilities $55.0 $0.2 $55.2 $63.1
Actuarial Surplus(Deficit)' | $4.1 $0.1 $ 42 $(2.1)
Solvency Basis
Value of Assets $59.0 $0.4 $59.4 $60.9
Solvency Liabilities $62.8 $0.2 $63.0 $69.2
Solvency Position $(3.8) $0.2 $(3.6) $(8.3)
Solvency Ratio .94 .88
Wind-up Basis
Value of Assets $59.0 $0.4 $59.4 $60.9
Wind-up Liabilities $79.6 $0.3 $79.9 $90.7
Wind-up Surplus(Deficit) | $20.6 $0.1 $(20.5) $(29.8)
# of members 166 5 171 207

" excludes future cost of indexation estimated at $8.8 million
ALTERNATIVES FOR CONSIDERATION

None. The filing of this valuation is a legislated requirement.
ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Community Engagement & Participation

Hamilton has an open, transparent and accessible approach to City government that
engages with and empowers all citizens to be involved in their community.

Economic Prosperity and Growth

Hamilton has a prosperous and diverse local economy where people have opportunities
to grow and develop.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” to Report FCS17095 - Schedule of Amortization Payments.
Appendix “B” to Report FCS17095 - HWRF Actuarial Valuation at December 31, 2016

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrily, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Page 1 of 1
Schedule of Amortization Payments
HWRF Pension Plan
Based on the December 31, 2016 Valuation
Finance Date of last
Description Report 2017 2018 2019 payment
December 31, 2016 going concern deficit 0.00 0.00 0.00
Special Payments required for Going Concern purposes - - -
December 31, 2013 solvency deficit? FCS14081 1,094,400 1,094,400 1,094,400 Dec-2019
December 31, 2016 solvency deficit’ FCS17095 - 108,500 108,500 Dec-2022
Special Payments required for solvency purposes 1,094,400 1,202,900 1,202,900
Total Special Payments 1,094,400 1,202,900 1,202,900
Funding of Curreent Year's Pension Indexation - 130,200 263,000
Minimum Special Payments Required for 2017-2019 1,094,400 1,333,100 1,465,900

' Annual special payment deferred by 12 months

% Per FSCO annual special payment previously reported in FCS14081 was increased by $6000. This resulted in a retroactive
payment in 2017 of $12,800 to cover the shortfall, with interest, for 2015 and 2016
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Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund

Canada Revenue Agency Registration Number: 1073352
Provincial Registration Number: 1073352
October 2017

AON
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Executive Summary

An actuarial valuation has been prepared for the Hamilton-Wentworth Retirement Fund (the "Plan") as at
December 31, 2016 for the primary purpose of establishing a funding range in accordance with legislative
requirements for the Plan until the next actuarial valuation is performed. This section provides an
overview of the important results and the key valuation assumptions which have had a bearing on these
results. The next actuarial valuation for the purposes of developing funding requirements should be
performed no later than as at December 31, 2019.

Summary of Principal Results

Financial Position

Hypothetical
December 31, 2016 Going Concern Solvency Wind Up
Assets $ 59,443,000 $ 59,373,000 $ 59,373,000
Liabilities 55,249,000 63,005,000 79,884,000
Financial position $ 4,194,000 $ (3,632,000) $ (20,511,000)
Adjustments® - 3,142,000 -
Surplus/(Unfunded
Liability) $ 4,194,000 $ (490,000) $ (20,511,000)

Hypothetical
December 31, 2013 Going Concern Solvency Wind Up
Assets $ 60,959,000 $ 60,889,000 $ 60,889,000
Liabilities 63,097,000 69,199,000 90,658,000
Financial position $ (2,138,000) $ (8,310,000) $ (29,769,000)
Adjustments® - 3,505,000 -
Surplus/(Unfunded
Liability) $ (2,138,000) $ (4,805,000) $ (29,769,000)

! Net of estimated wind up expenses
2 Adjustments include prior year credit balance, and all solvency liability and solvency asset adjustments, where applicable

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 3
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Legislative Ratios

December 31, 2016 December 31, 2013
Solvency ratio 0.94 0.88
Transfer ratio 0.74 0.67

Minimum Contribution Requirements

Considering the funding and solvency status of the Plan, the minimum Company contributions for the
period from December 31, 2016 to December 31, 2019 in accordance with legislative requirements, are
as follows:

Jan 1, 2017 to Jan 1, 2018 to Jan 1, 2019 to

Dec 31, 2017 Dec 31, 2018 Dec 31, 2019
Company normal cost $ - % 130,200 % 263,000
Special payments toward amortizing
unfunded liability 1,094,400 1,202,900 1,202,900
Adjustments - - -
Minimum Required Company
Contribution $ 1,094,400 § 1,333,100 § 1,465,900

The Company normal cost shown above is to fund the cost of future indexation of pensions in payment.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 4
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The principal assumptions to which the valuation results are most sensitive are outlined in the following

table.

December 31, 2016

Going Concern

Solvency/
Hypothetical Wind Up

Discount rate

Inflation rate
Indexing rate
Mortality table

Retirement rates

December 31, 2013

4.50% per year

2.25% per year
0.00% per year

2014 Canadian Pensioner Public
Mortality (“CPM2014PUB") with
generational improvements using
Scale B2D (“CPM-B")

Not Applicable

Going Concern

Solvency

Annuity purchases: 2.91% per year
Transfers:

Not applicable

Hypothetical Wind Up

Annuity purchases: -0.09% per year
Transfers:

Not applicable

Not applicable

Not applicable

2014 Canadian Pensioner Mortality
Table ("CPM2014") with
generational improvements using
CPM Scale B2D (“CPM-B")

Not Applicable

Solvency/
Hypothetical Wind Up

Discount rate

Inflation rate
Indexing rate
Mortality table

Retirement rates

5.75% per year

2.25% per year
0.00% per year

2014 Canadian Pensioner Public
Mortality (‘“CPM2014PUB”) with
generational improvements using
Scale B2D (“CPM-B")

Not applicable

Actuarial Valuation as at December 31, 2016 for

Hamilton-Wentworth Retirement Fund

Solvency

Annuity purchases: 3.863% per year
Transfers:

Not applicable

Hypothetical Wind Up

Annuity purchases: 0.15% per year
Transfers:

Not applicable

Not applicable

Not applicable

UP94 Mortality Table with
generational improvements using
Scale AA

Not applicable
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Section 1: Introduction

Purpose and Terms of Engagement

We have been engaged by Corporation of the City of Hamilton, and hereafter referred to as the City, to
conduct an actuarial valuation of the Plan, registered in Ontario, as at December 31, 2016 for the general
purpose of determining the minimum and maximum funding contributions required by pension standards,
based on the actuarial assumptions and methods summarized herein. Specifically, the purposes of the
valuation are to:

= Determine the financial position of the Plan on a going concern basis as at December 31, 2016;

» Determine the financial position of the Plan as at December 31, 2016 on a solvency and hypothetical
wind up basis;

= Determine the funding requirements of the Plan as at December 31, 2016 with consideration of the
2016 multi-jurisdictional agreement; and

»  Provide the necessary actuarial certification required under the Pension Benefits Act (Ontario)
(the “Act") and the Income Tax Act.

The results of this report may not be appropriate for accounting purposes or any other purposes not
listed above.

The next required valuation will be as at December 31, 2019.

Summary of Changes Since the Last Valuation

The last such actuarial valuation in respect of the Plan was performed as at December 31, 2013, Since
the time of the last valuation, we note that the following events have occurred:

= There were post-retirement pension increases of 1.80% effective January 1, 2015, 1.16% effective
January 1, 2016 and 1.45% effective January 1, 2017. These increases have been reflected in the
results presented in this valuation report.

» The Canadian Institute of Actuaries ("CIA") made revisions to the guidance for assumptions for
hypothetical wind up and solvency valuations effective December 31, 2015. The key changes to the
guidance are to use CPM2014 with generational improvements using CPM-B to determine the
annuity purchase liabilities.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 6
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Company Information and Inputs

In order to prepare our valuation, we have relied upon the following information;

= A copy of the previous valuation report as at December 31, 2013;

= A copy of the Statement of Investment Policies and Procedures for the City;

= A copy of the funding policy for the City;

»  Membership data compiled as at December 31, 2018 by the City;

» Asset data taken from the Plan’s audited financial statements and

= A copy of the latest Plan text and amendments up to and including December 31, 2016,

Furthermore, our actuarial assumptions and methods have been chosen to reflect our understanding of
the City’s desired funding objectives with due respect to accepted actuarial practice and regulatory
constraints.

Subsequent Events

As of the date of this report, we have not been made aware of any subsequent events which would have
an effect on the results of this valuation. However, the following points should be noted in this regard:

= Actual experience deviating from expected after December 31, 2016 will result in gains or losses
which will be reflected in the next actuarial valuation report.

»  To the best of our knowledge, the results contained in this report are based on the regulatory and
legal environment in effect at the date of this report and do not take into consideration any potential
changes that may be currently under review. To the extent that actual changes in the regulatory and
legal environment transpire, any financial impact on the Plan as a result of such changes will be
reflected in future valuations.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 7




Page 124 of 249
Appendix C
HMRF/MWRF Pension
Aon Sub-Committee
Report 17-001

Section 2: Going Concern Valuation Results

Going Concern Financial Position of the Plan

The going concern valuation provides an assessment of the Plan's financial position at the valuation date
on the premise that the Plan continues on into the future indefinitely.

The selection of the applicable actuarial assumptions and methods reflect the Plan's funding objectives,
as communicated by the City, actuarial standards of practice, and pension standards.

On the basis of the Plan provisions, membership data, going concern assumptions and methods, and
asset information described in the Appendices, the going concern financial position of the Plan as at
December 31, 2016 is shown in the following table. The results as at December 31, 2013 are also shown
for comparison purposes.

Going Concern Financial Position

December 31, 2016 December 31, 2013

Actuarial Value of Assets $ 59,443,000 $ 60,959,000
Going Concern Liabilities
Retirees 3 40,526,000 $ 48,675,000
Beneficiaries 14,723,000 14,422 000
Total Liabilities $ 55,249,000 $ 63,097,000
Surplus/(Unfunded Liability) $ 4,194,000 $ (2,138,000)
Funded Ratio 1.08 0.97
Going Concern Financial Position Breakdown
Police Others Total
Actuarial Value of Assets $ 59,086,000 $ 357,000 $ 59,443,000
Going Concern Liabilities
Retirees $ 40,430,000 $ 96,000 $ 40,526,000
Beneficiaries 14,611,000 112,000 14,723,000
Total Liabilities $ 55,041,000 $ 208,000 $ 55,249,000
Surplus/(Unfunded Liability) $ 4,045,000 $ 149,000 $ 4,194,000

Future indexation has been excluded from the going concern liabilities. The cost of future indexation on a
going concern basis, assuming indexing at the rate of 2.25% per annum, is $8,769,000. This is equal fo a
15.9% increase in liabilities.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 8
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Change in Financial Position

The major components of the change in the Surplus/(Unfunded Liability) for the period from
December 31, 2013 to December 31, 2016 are summarized in the following table.

Surplus/(Unfunded Liability) as at December 31, 2013 $ (2,138,000)
Expected interest on Surplus/(Unfunded Liability) $ (390,000)
Special payments made in interim valuation period, including interest 5,676,000
Surplus/(Unfunded Liability) as at December 31, 2016 $ 3,048,000

Change in liabilities due to experience gains/(losses)

Gain/(loss) from investment earnings greater/lower than expected $ 4,741,000
Gain/(loss) due to indexation experience (1,464,000)
Gain/(loss) due to mortality experience 2,551,000
Gain/(loss) due to expense experience (84,000)
Net gain/(loss) due to other experience and miscellaneous items (495,000
Surplus/(Unfunded Liability) After Experience Gains/(Losses)
as at December 31, 2016 $ 8,297,000
Change in liabilities due to changes in actuarial assumptions (4,103,000)
Surplus/(Unfunded Liability) as at December 31, 2016 $ 4,194,000

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 9
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Discussion of Changes in Assumptions

Effective December 31, 2016, the nominal discount rate has been changed from 5.75% per year to 4.50%
per year. This change increased the going concern liabilities by $4,103,000.

Plan Amendments

There were no Plan amendments during the last three years that had a bearing on the results of this
valuation.

Going Concern Valuation Sensitivity Results

In accordance with the CIA Standards of Practice specific to pension plans, the table below presents the
sensitivity of the going concern liabilities and the total normal cost of using a discount rate 1% lower and
1% higher than that used for the going concern valuation.

v Effect

December 31, 2016 $ %
Going concern liabilities $ 55,249,000

Going concern liabilities (discount rate — 1%) $ 59,001,000 $ 3,752,000 6.8%
Going concern liabilities (discount rate + 1%) $ 51,919,000 $  (3,330,000) (6.0)%
Normal cost $ -

Normal cost (discount rate — 1%) $ - $ - N/A
Normal cost (discount rate + 1%) $ - $ - N/A

There is no Normal Cost relating to benefits accruing as there are no active members.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 10
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Section 3: Solvency Valuation Results

Solvency Financial Position of the Plan

The solvency valuation is a financial assessment of the Plan that is required by the Act and is performed
in accordance with requirements prescribed by that legislation. It is intended to provide an assessment of
the Plan's financial position at the valuation date on the premise that certain obligations as prescribed by
the Act are settled on the valuation date for all members. The liabilities must be calculated based on a
postulated scenario that maximizes liabilities on wind up of the Plan. Contingent benefits are included in
the liabilities that would be payable under the postulated scenario, unless permitted to be omitted under
the definition of solvency liabilities under the Regulations to the Act. All assumptions for the solvency
valuation are listed in Appendix D.

On the basis of the Plan provisions, membership data, solvency assumptions and methods and asset
information described in the Appendices, as well as the requirements of the Act, the solvency financial
position of the Plan as at December 31, 2016 is shown in the following table. The solvency financial
position of the Plan as at December 31, 2013 is shown for comparison purposes.

Solvency Financial Position

December 31, 2016 December 31, 2013
Assets
Solvency assets 59,443,000 60,959,000
Estimated wind up expenses (70,000) {70,000}
Total Assets 59,373,000 60,889,000
Solvency Liabilities
Retirees 46,544,000 53,925,000
Beneficiaries 16,461,000 15,274,000
Total Liabilities 63,005,000 69,199,000
Solvency Position (3,632,000) (8,310,000)
Prior year credit balance - -
Solvency asset adjustment
Present value of special payments 3,142,000 3,505,000
Solvency asset smoothing - -
Solvency liability adjustment - -
Solvency Surplus/(Deficiency) (490,000) (4,805,000)
Solvency ratio 0.94 0.88

Actuarial Valuation as at December 31, 2016 for

Hamilton-Wentworth Retirement Fund
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Solvency Financial Position Breakdown

Police Others Total
Solvency assets $ 59,086,000 $ 357,000 $ 59,443,000
Present value of special payments 3,123,000 19,000 3,142,000
Estimated wind 'up expenses (70,000) - (70,000)
Total Assets $ 62,139,000 $ 376,000 $ 62,515,000
Solvency Liabilities
Retirees $ 46,437,000 $ 107,000 $ 46,544,000
Beneficiaries 16,341,000 120,000 16,461,000
Total Liabilities $ 62,778,000 $ 227,000 $ 63,005,000
Surplus/(Unfunded Liability) $ (639,000) $ 149,000 $ (490,000)

Solvency Concerns

A report indicates solvency concerns under the Act if the ratio of the solvency assets to solvency liabilities
is less than 0.85.

Where a report indicates solvency concerns, the effective date of the next valuation that needs to be filed
under the Act is one year from the valuation date of the valuation that gave rise to the solvency concerns.

Since the ratio of solvency assets to solvency liabilities ($59,443,000/ $63,005,000) is equal to 0.94, this
report does not indicate solvency concerns.

Solvency Asset Adjustment

The present value of scheduled special payments for solvency valuation purposes has been calculated by
discounting the annual special payments to be remitted up to the end of their amortization period (to a
maximum of six years), at the solvency discount rate of 2.91% per year compounded monthly in arrears.

Annual Present Value
Special as of
Nature of Deficiency  Effective Date End Date Payment December 31, 2016
Solvency December 31, 2014 December 31,2019 $ 1,094,400' $ 3.142.000
Present Value of Special Payments $ 3,142,000

' This special payment was amended to $91,200 per month from $90,700 per month following discussions with FSCO

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 12
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Solvency Valuation Sensitivity Results

In accordance with the CIA Standards of Practice specific to pension plans, the table below presents the
sensitivity of the solvency liabilities to using a discount rate of 1% lower and 1% higher than that used for
the solvency valuation.

Effect
December 31, 2016 $ %
Solvency liabilities $ 63,005,000
Solvency liabilities (discount rate — 1%) $ 67,860,000 $ 4,855,000 1.7%
Solvency liabilities (discount rate + 1%) $ 58,749,000 $ (4,256,000) (6.8)%

Incremental Cost on a Solvency Basis

The incremental cost on a solvency basis represents the present value at December 31, 2016 of the
expected aggregate change in the solvency liabilities between December 31, 2016 and the next
calculation date, that is, December 31, 2019. Appendix D gives more details on the calculation
methodology and on assumptions.

Based on this methodology and on these assumptions, the incremental cost on a solvency basis can be
found in the following table.

Jan 1, 2017 to Jan 1, 2018 to Jan 1, 2019 to
Dec 31, 2017 Dec 31, 2018 Dec 31, 2019

Incremental cost on a solvency basis $ 1,058,000 $ 977,000 $ 898,000

Pension Benefits Guarantee Fund (“PBGF”)
A PBGF assessment is not required under Article 47(1) of Regulation 909 of the Act.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 13
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Section 4. Hypothetical Wind Up Valuation Results
Hypothetical Wind Up Financial Position of the Plan

A hypothetical wind up valuation is performed to determine the financial position of the Plan as at the
valuation date on a wind up basis, reflecting market settlement rates as of the valuation date. Unlike the
solvency valuation, all benefits (including post-retirement indexation) are included that would be payable
under the postulated scenario that would maximize benefits. The hypothetical wind up valuation is
determined using benefit entittements on the assumption that the Plan has neither a surplus nor a deficit.
Contingent benefits are included in the liabilities that would be payable under the postulated scenario.
Assets are set equal to market value net of estimated wind up expenses. All assumptions for the
hypothetical wind up valuation are listed in Appendix D.

On the basis of Plan provisions, membership data, hypothetical wind up assumptions and methods, and
asset information described in the Appendices, as well as the requirements of the Act, the hypothetical
wind up financial position of the Plan as at December 31, 2016 is shown in the following table. The
hypothetical wind up financial position of the Plan as at December 31, 2013 is shown for comparison
purposes.

Hypothetical Wind Up Financial Position

Page 130 of 249

December 31, 2016 December 31, 2013
Assets
Hypothetical wind up assets 59,443,000 $ 60,959,000
Estimated wind up expenses (70,000 (70,000)
Total Assets 59,373,000 $ 60,889,000
Hypothetical Wind Up Liabilities
Retirees 60,003,000 $ 71,688,000
Beneficiaries 19,881,000 18,970,000
Total Liabilities 79,884,000 $ 90,658,000

Hypothetical Wind Up Surplus/(Deficiency)

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund

(20,511,000)

$  (29,769,000)
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Wind Up Financial Position Breakdown
Police Others Total
Hypothetical wind up assets $ 59,086,000 $ 357,000 $ 59,443,000
Estimated wind up expenses (70,000) - (70,000}
Total Assets $ 59,016,000 $ 357,000 $ 59,373,000
Hypothetical Wind Up Liabilities
Retirees $ 59,875,000 $ 128,000 $ 60,003,000
Beneficiaries 19,747,000 134,000 19,881,000
Total Liabilities $ 79,622,000 $ 262,000 $ 79,884,000
Surplus/(Unfunded Liability) $ (20,606,000) $ 95,000 $ (20,511,000)

Transfer Ratio

The transfer ratio is determined as follows:

December 31, 2016

December 31, 2013

(1) Hypothetical wind up assets $ 59,443,000 $ 60,959,000
Prior year credit balance (A) $ - $ -
Total company normal cost and
required special payments until
next mandated valuation (B) 3 3,893,400 $ 5,820,000

(2) Asset adjustment Lesser of (A) and (B) $ - $ -

(3) Hypothetical wind up liabilities $ 79,884,000 $ 90,658,000

Transfer Ratio [(1)-(2)]1/ (3) 0.74 0.67

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund
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Section 5: Contribution Requirements

Contribution Requirements in Respect of the Normal Cost

There are no active members in the Plan, and as such, there are no current service contributions for the
purposes of this valuation, except that actual pension increases due to indexation in 2018 and 2019 are
to be included as part of the current service cost for those years.

Development of Special Payments

The following table summarizes previously established amortization schedules of special payments
before adjustment to reflect any gains or losses due to the going concern and solvency valuation results.

Nature of Deficiency Effective Date End Date Annual Special Payment
Going concern December 31, 2006 December 31, 2021 $ 97,200
Going concern December 31, 2014 December 31, 2029 158,400
Solvency December 31, 2014 December 31, 2019 1 ,094,4002
$ 1,350,000

The following table summarizes the amortization schedules of special payments after adjustment to
reflect any gains or losses due to the going concern and solvency valuation results.

Present Value as of
December 31, 2016

Revised For Going
Nature of Annual Special Concern For Solvency
Deficiency Effective Date Revised End Date Payment Valuation Valuation®
Solvency December 31, 2014" December 31,2019 $ 1,094,400 na $ 3,142,000
Solvency December 31, 2017* December 31, 2022 108,500 n/a 490,000
$ 1,202,900 - 3 3,632,000

' In accordance with Regulation, the City has decided to defer new going concern and solvency special payments established as at
December 31, 2013 by 12 months

This special payment was amended to $91,200 per month from $90,700 per month following discussions with FSCO

The values in the table were developed using the solvency interest rate of 2.91% per year compounded monthly in arrears

In accordance with Regulation, the City has decided to defer new going concern and solvency special payments established at
December 31, 2016 by 12 months

AN

Actuariai Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 16
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Prior Year Credit Balance (“PYCB?”)
The PYCB is nil.

Excess Surplus

The Income Tax Act requires that any excess surplus first be applied to reduce or eliminate the company
contribution requirements. Excess surplus is defined in Section 147.2(2)(d) of the Income Tax Act as the
portion of surplus (if any) that exceeds 25% of the going concern liabilities.

Since the surplus is less than 25% of the going concern liabilities, there is no excess surplus and
therefore it does not impact the development of the company contribution requirements.

Actuariaf Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 17
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Development of Minimum Required Company Contribution

The table below presents the development of the minimum required company contribution for each of the
plan years covered by this report.

Jan 1, 2017 to Jan 1, 2018 to Jan 1, 2019 to
Dec 31, 2017 Dec 31, 2018 Dec 31, 2019

Company normal cost’ $ - 3 130,200 $ 263,000

Special payments toward amortizing
unfunded liability - - -

Special payments toward amortizing
solvency deficiency 1,094,400 1,202,900 1,202,900

Required application of excess surplus - - -
Permitted application of surplus - - -

Minimum Required Company Contribution,
Prior to Application of PYCB $ 1,094,400 $ 1,333,100 $ 1,465,900

The City normal cost for 2018 and 2019 include assumed pension increases of 2% as at January 1, 2018
and January 1, 2019.

Development of Maximum Deductible Company Contribution

The table below presents the development of the maximum deductible company contribution for each of
the plan years covered by this report.

The maximum deductible company contribution presented in the table below for a given plan year is
calculated assuming that the City makes the maximum deductible company contribution in the first plan
year covered by this report.

Jan 1, 2017 to Jan 1, 2018 to Jan 1, 2019 to
Dec 31, 2017 Dec 31, 2018 Dec 31, 2019

Company normal cost? $ - % - 3 -
Greater of the unfunded liability and the

hypothetical wind up deficiency 20,511,000 - -
Required application of excess surplus - - -
Maximum Deductible Company Contribution $ 20,511,000 $ - 8 -

If the City wishes to make the maximum deductible company contribution, it is advisable to contact the
Plan's actuary before making such contribution to ensure that the contribution will be permissible and
deductible and that any regulatory requirements are considered.

! Includes the expected cost of increases to pensions in payment at January 1, 2018 and January 1, 2019 (assumed at 2%)
Excludes the funding of the indexation via the normal cost as this is already accounted for in the hypothetical wind up value

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 18
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Section 6: Actuarial Certificate

Actuarial Opinion, Advice and Certification for the Hamilton-
Wentworth Retirement Fund

Canada Revenue Agency Registration Number: 1073352
Provincial Registration Number: 1073352

Opinion
This actuarial certification forms an integral part of the actuarial valuation report for the Plan as at

December 31, 20186. | confirm that | have prepared an actuarial valuation of the Plan as at
December 31, 2016 for the purposes outlined in the Introduction section to this report and consequently:

My advice on funding is the following:

» The City should contribute the amounts within the range of minimum and maximum contribution
amounts as outlined in Section 5 of this report, in accordance with legislative requirements,

» The next actuarial valuation for the purpose of developing funding requirements should be performed
no later than as at December 31, 2019.

| hereby certify that, in my opinion:

= The contribution range as outlined in this report is expected to be sufficient to satisfy the Plan's
funding requirements.

» The company contribution range outlined in this report qualifies as eligible contributions under
Section 147.2(2) of the Income Tax Act.

»  The pre-1990 maximum pension restrictions in Subsection 8504(6) of the Regulations to the Income
Tax Act do not apply to any members of the Plan
= For the purposes of the valuation:
— The data on which this valuation is based are sufficient and reliable;
— The assumptions used are appropriate; and
—  The actuarial cost methods and the asset valuation methods used are appropriate.

= This report and its associated work have been prepared, and my opinion given, in accordance with
accepted actuarial practice in Canada and in compliance with the requirements outlined in
subparagraphs 147.2(2)(a)(iii) and (iv) of the Income Tax Act.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 19
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= Notwithstanding the above certifications, emerging experience differing from the assumptions will

result in gains or losses that will be revealed in subsequent valuations.

Mark Pearson, FCIA, FSA
Senior Consultant

Aon
225 King Street West, Suite 1600
Toronto, Ontarioc M5V 3M2

October 2017

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund
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Appendix A: Assets
Asset Data

The Plan’s assets are combined in a pooled fund under a Master Trust agreement administered by

RBC Investor Services Trust and are managed by a number of different investment managers. This type
of arrangement governs only the investment of the assets deposited into the trust fund and in no way
“guarantees” the benefits provided under the Plan or the costs of providing such benefits. The asset
information presented in this report is based on the audited financial statements of the pension fund

prepared by KPMG LLP.

Tests of the sufficiency and reliability of the asset data were performed and the results were satisfactory.
The tests included:
= A reconciliation of actual cash flow with expected cash flow from the previous actuarial report; and

= A reconciliation of any anticipated benefit payments (for retirees, terminated or deceased employees)
against the financial statements of the pension fund for confirmation of payments.

Market Value of Assets

The following is a summary of the composition of the Plan's assets by asset type as reported by the
Plan’s audited financial statements as at December 31, 2016. For comparison purposes, the composition
at the previous valuation date of December 31, 2013 is also shown.

December 31, 2016 December 31, 2013
$ % $ %
Cash and short term $ 559,513 09% §$ 852,894 1.4%
Canadian fixed income 25,672,370 43.2% 19,617,690 32.1%
Canadian equities 18,449,388 31.1% 20,813,004 34.1%
Foreign equities 14,762,078 24.8% 19,751,744 32.4%
Total Invested Assets $ 59,443,349 100.0% $ 61,035,332 100.0%

Actuarial Valuation as at December 31, 2016 for

Hamilton-Wentworth Retirement Fund 21
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The target asset mix of the Plan is contained in the Plan's Statement of Investment Policies and
Procedures dated September 2016. The Plan is currently on a glide path based on the funded ratio on a
wind-up basis. As the funded ratio increases, the target mix changes in increments with an increase to
fixed income and a corresponding decrease to return seeking equities. The below is the current target

asset mix based on the wind-up results:

Target
Fixed income 40.0%
Canadian equities 30.0%
Foreign equities 30.0%
Cash 0.0%
100.0%

Actuariai Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund
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Reconciliation of Changes in Adjusted Market Value of Assets

The table below reconciles changes in the market value of assets between December 31, 2013 and

December 31, 2016.

Jan 1, 2014 to

Jan 1, 2015 to Jan 1, 2016 to

Dec 31, 2014 Dec 31, 2015 Dec 31, 2016
Adjusted Market Value of Assets,
Beginning of Plan Year $ 60958902 $ 62,562,967 $ 59,561,011
Cash Flows During Plan Year
City contributions $ 1343400 $ 2,741,004 $ 1,630,692
Benefit disbursements (7,383,362) (7,205,747) (6,741,886)
Investment fees/expenses (219,263) (172,539) (174,418)
Non-investment fees/expenses (118.883) (93,340) (90,137)
Total $ (6,378108) $ (4,730,622) $ (5,375,749)
Investment Income $ 7,982173 $ 1,728,666 $ 5,258,087
Adjusted Market Value of Assets,
End of Plan Year $ 62,562,967 §$§ 59,561,011 $ 59,443,349
Rate of return, net of fees/expenses 13.2% 2.4% 8.8%

Development of Actuarial Value of Assets

The actuarial value of assets is equal to the adjusted market value of assets.

Actuarial Valuation as at December 31, 2016 for

Hamilton-Wentworth Retirement Fund
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Appendix B: Membership Data

Source of Data

This valuation was based on member data provided by the Company as of December 31, 2016. Tests of
the sufficiency and reliability of the member data were performed and the results were satisfactory. The
tests included:

= A reconciliation of membership status against the membership status at the last valuation. This test
was performed to ensure that all members were accounted for. A summary of this reconciliation
follows on the next page;

= Avreconciliation of birth, hire, and participation dates against the corresponding dates provided for the
last valuation to ensure consistency of data;

= Areconciliation of any stated benefit payments in 2014, 2015 and 2016 against the financial
statements of the pension fund for confirmation of the payments; and

» Avreconciliation of inactive member benefit amounts against the corresponding amounts provided for
the last valuation to ensure consistency of data.

A copy of the administrator certification certifying the accuracy and completeness of the member data
(and the Plan provisions summarized in this report) is included in Appendix G of this report.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 24
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The table below reconciles the number of members as of December 31, 2016 with the number of
members as of December 31, 2013 and the changes due to experience in the period.

Retirees Beneficiaries Total
As at December 31, 2013 123 84 207
New members 0 0 0
Terminations 0 0 0
Deceased with spouse (17) 17 0
Deceased or benefits ended (14) (22) (36)
Data corrections 0 0 0
As at December 31, 2016 92 79 171
Membership Summary
Below is a summary of information as at December 31, 2016.
Retirees

December 31, 2016* December 31, 2013**
Group Police Other Total Police Others Total
Number of
members 89 3 92 115 8 123
Average age 81.2 92.1 81.5 79.7 94.4 80.7
Average annual
pension (excluding
bridge) $ 48,215 $5,704 $ 46,829 $ 46,308 $ 10,656 $ 43,989
Proportion female 4% 67% 7% 3% 25% 4%
Beneficiaries
December 31, 2016* December 31, 2013**

Group Police Other Total Police Others Total
Number of
members 77 2 79 80 4 84
Average age 84.7 90.5 84.9 83.3 88.3 83.5
Average annual
pension (excluding
bridge) $ 28,274 $ 12,137 $ 27,865 $ 26,129 $ 9,425 $ 25,334
Proportion female 96% 100% 96% 96% 100% 96%
*Pension includes increase of 1.45% granted January 1 of the following year
**Pension includes increase of 0.90% granted January 1 of the following year
Actuarial Valuation as at December 31, 2016 for
Hamifton-Wentworth Retirement Fund 25
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Retirees and Beneficiaries

The following table provides a breakdown of the information used at December 31, 2016. The table
shows the number and total monthly lifetime pension of retirees and beneficiaries as at
December 31, 2016, grouped by age and number of years of retirement.

Years Retired

Age 10-14.9 15-19.9 20 -24.9 25 29.9 >30 Grand Total
60 -64.9

65 -69.9 3 3

$ 10,905 $ 10,905

70-74.9 1 2 12 3 18

* * § 52,070 $ 6,466 $ 70,835

75 -84.9 1 23 7 3 34

* $ 91,032 $ 19,008 * $ 121,052

80-84.9 13 21 7 41

$ 51,462 $ 68992 $ 17,549 $ 138,002

85-89.9 3 21 26 50
$ 11,741 $ 70,082 $ 60,132 $ 141,955

90-94.9 3 18 21
$ 4279 $ 47,197 $ 51,476

95-99.9 4 4
$ 8,446 $ 8,446

100 - +

Count 1 6 51 52 61 171
Total Monthly

Lifetime Pension* * *  $206,305 $162,361 $147,104 $ 542,471

* Data suppressed for confidentiality reasons

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund 26
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Appendix C: Going Concern Assumptions and Methods

Assumptions and Methods

A member's entitlements under a pension plan are generally funded during the period over which service
is accrued by the member. The cost of each member's benefits is allocated in some fashion over the
member's service. An actuarial valuation provides an assessment of the extent to which allocations
relating to periods prior to a valuation date (often referred to as the actuarial liabilities) are covered by the
plan's assets.

The going concern valuation provides an assessment of a pension plan on the premise that the plan
continues on into the future indefinitely based on assumptions in respect of future events upon which a
plan's benefits are contingent and methods that effectively determine the way in which a plan's costs will
be allocated over the members' service. The true cost of a plan, however, will emerge only as experience
develops, investment earnings are received, and benefit payments are made.

This appendix summarizes the going concern assumptions and methods that have been used for the
going concern valuation of the Plan at the valuation date. The going concern assumptions and methods
have been chosen to reflect our understanding of the Plan's funding objectives with due respect to
accepted actuarial practice and regulatory constraints. For purposes of this valuation, the going concern
methods and assumptions were reviewed and changes as indicated were made.

Actuarial Valuation as at December 31, 2016 for
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The actuarial assumptions and methods used in the current and previous valuations are summarized
below and described on the following pages.

December 31, 2016

December 31, 2013

Economic Assumptions
Discount rate

4.50% per year

5.75% per year

Inflation rate 2.25% per year Same
Indexing rate 0.00% per year Same
Investment expenses Taken into account in the Same
discount rate assumption
Non-investment expenses Included above Same
Margin for adverse deviation Included above Same
Demographic Assumptions
Mortality table 2014 Canadian Pensioners Same
Mortality Table Scale B
(Public)’
Retirement rates Not relevant Same
Termination rates Not relevant Same
Disability rates Not relevant Same
Proportion married
Non-retired proportion with spouse Not relevant Same
Non-retired spousal age differential ~ Not relevant Same
Retired members Actual marital status and Same
ages are used
Margin for adverse deviation Included above Same
Methods
Actuarial cost method Unit credit Same
Asset valuation method Market value of assets Same

! No preretirement mortality was applied.

Actuarial Valuation as at December 31, 2016 for
Hamilton-Wentworth Retirement Fund

adjusted to reflect
contributions, benefit
payments, transfers and
fees/expenses in transit as
of the valuation date
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Justification of Actuarial Assumptions and Methods

Margins for Adverse Deviations

Margins for conservatism or provisions for adverse deviation have been built into the going concern
assumptions where appropriate.

The margins have been chosen so as to balance the need for financial security for existing Plan members
against overly conservative contribution requirements that potentially result in intergenerational inequity
among members and unnecessary financial strain on the Plan sponsor.

The actuary has discussed the Plan’s experience with the Company and compared it to the expected
experience. This review indicates that there is a need for use of margins for adverse deviations. The
margins for adverse deviations incorporated in the assumptions reflect this review and the Company’s
desire to maintain safety cushions. The actuary has discussed with the Company the implications of
incorporating margins for adverse deviations and the Company is fully cognizant and supports
incorporating margins for adverse deviations.

A margin for adverse deviations of 0.30% has been reflected in the interest rate assumption.

Actuarial Valuation as at December 31, 2016 for
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Economic Assumptions

Discount Rate

The overall expected return (“best-estimate”) was developed using best-estimate returns for each major
asset class in which the pension fund is invested. A Monte Carlo simulation is performed where the
portfolio returns are projected assuming annual rebalancing. Expected plan cash flows are projected for a
maximum of 30 years reflecting the plan’s time horizon and discounted using the simulated returns. The
internal rate of return is then calculated for each scenario and the average is used to develop an overall
best-estimate rate of return for the entire pension fund. Gains from rebalancing and diversification are
implicit to this return.

In determining the expected return, we have taken into account the current target asset mix of

60% equities / 40% fixed income (including all details of asset categories) as well as the City’s policy of
intending to increase the investment in bonds and decrease the investment in equities as the funded
position of the plan improves. Based on an estimated projection of the financial position of the plan, we
have assumed that the plan’s investment will be 58% equities / 42% fixed income in three years and 54%
equities / 46% fixed income in seven years and have reflected this projected change in asset mix in the
expected return.

The above determined rate of return has been established based on the City's investment policy and its
funding policy (whether formal or informal) and objectives. There may be some barriers to achieving this
return such as inflation higher than expected, asset returns lower than expected, and assets and liabilities
that are mismatched. We have derived a going concern discount rate which reflects the City's investment
policy combined with a margin for adverse deviation so as to account for the variables mentioned above.
The following table lays out the adjustments that have been made to the overall expected rate of return in
order to arrive at our going concern discount rate assumption:

Development of Discount Rate

Overall expected return 5.08%
Non-investment expenses (0.17)%
Investment expenses
Passive ) (0.07)%
Actively managed (2) (0.20Y%
(N+(2) (0.27)%
Additional returns due to active management 0.20%
Margin for adverse deviations (0.30)%
Unrounded Discount Rate 4.54%
Rounded Discount Rate 4.50%

Inffation Rate

The inflation rate is assumed to be 2.25% per year. This reflects our best estimate of future inflation
considering current economic and financial market conditions.

Actuarial Valuation as at December 31, 2016 for
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Increases in the Maximum Pension Limit

Pensions are limited to the maximum limits under the Income Tax Act. The Income Tax Act specifies both
a dollar limit, and in addition pensions cannot exceed 2% of indexed highest average compensation per
year of credited service. The assumed increase in the dollar limit reflects the assumed rate of inflation
plus the productivity increase assumption.

Expenses

Since the discount rate has been established net of all expenses, no explicit assumption is required for
expenses.

Demographic Assumptions

Mortality

During 2014, the CIA completed a study of Canadian pensioner mortality levels and trends. The 2014
study published mortality rates split by sector and included Public, Private and Combined tables, as weli
as possible pension size adjustment factors. A generational projection scale, CPM-B, was also developed
to allow for improvements in mortality after 2014. The continued use of the Public Sector mortality table
and projection scale are considered reasonable.

We have not made any adjustments for pension size.

Retirement

As all members are retired, a retirement age assumption is not needed.

Termination of Employment

As all members are retired, an assumption regarding pre-retirement termination is not needed.

Actuarial Valuation as at December 31, 2016 for
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Actuarial Cost Method

An actuarial cost method is a technique used to allocate in a systematic and consistent manner the
expected cost of a pension plan over the years of service during which Plan members earn benefits under
the Plan. By funding the cost of a pension plan in an orderly and rational manner, the security of benefits
provided under the terms of the Plan in respect of service that has already been rendered is significantly
enhanced.

The accrued benefit (or unit credit) actuarial cost method has been used for this valuation. Under this
method, the accrued liability at the valuation date is determined as the lump sum required to provide the
accrued pension benefit earned to that date. The normal cost for the Plan is the amount required to fund
the benefits expected to accrue in the year following the valuation date.

The pattern of future contributions necessary to pre-fund future benefit accruals for any one particular
individual will increase steadily as the individual approaches retirement. For a stable population (i.e., one
where the average demographics of the group remain relatively constant from year to year), the normal
cost will increase modestly over time. The accrued benefit actuarial cost method, therefore, allocates
contributions among different periods in an orderly and rational manner for a stable population group.

In the event of future adverse experience, contributions in addition to the normal cost calculated under the
accrued benefit actuarial cost method may be required to ensure that the Plan’s assets are adequate to
provide the benefits. Conversely, favourable experience may generate surplus which may serve to reduce
future contribution requirements.

Asset Valuation Method

Market value, adjusted by in-transit cash flows was used as the actuarial value of assets for this
valuation. Asset-smoothing techniques are often used to reduce volatility in the City’s contribution
requirements. However, since this Plan’s contributions are primarily being driven by the solvency
valuation, we deemed it unnecessary to use an asset-smoothing technique for the going concern
valuation.

Actuarial Valuation as at December 31, 2016 for
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Appendix D: Solvency and Hypothetical Wind Up
Assumptions and Methods

Valuation Assumptions

December 31, 2016

December 31, 2013

Economic Assumptions

Discount Rate for Solvency
Transfer value basis
Annuity purchase basis

Duration used to determine annuity

purchase basis

Discount Rate for Hypothetical Wind Up

Transfer value basis
Annuity purchase basis
Income Tax Act dollar limit

Blended rate used to determine
solvency special payments

Not applicable
2.91% per year
7.1

Not applicable
-0.09% per year
$2,914.44 per year
2.91% per year

Same
3.63% per year
7.4

Same

0.15% per year
$2,770.00 per year
3.63% per year

Demographic Assumptions
Mortality table

Withdrawal rates
Retirement age
Termination of employment
Marital status
Non-retired spousal proportion

Non-retired spousal age differential

Retired members

' No preretirement mortality was applied

Actuarial Valuation as at December 31, 2016 for

Hamilton-Wentworth Retirement Fund

CPM2014 with generational
improvements using Scale CPM-
B' (sex-distinct rates)

Not applicable
Not applicable
Not applicable

Not applicable
Not applicable

Actual marital status and ages
are used

1994 Uninsured
Pensioner Mortality Table
with fully generational
projection Scale AA (sex-
distinct rates)

Same
Same
Same

Same

Same
Same
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December 31, 2016 December 31, 2013
Other
Wind up expenses $70,000 Same
Actuarial cost method Unit credit Same
Asset valuation method Market value of assets adjusted Same
to reflect contributions, benefit
payments, transfers and
fees/expenses in transit as of the
valuation date
Incremental Cost
The assumptions for the expected Same as going concern Same

benefit payments and decrement
probabilities, service accruals, and
projected changes in benefits and/or
pensionable earnings

Actuarial Valuation as at December 31, 2016 for

Hamilton-Wentworth Retirement Fund
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Based on the CIA’s Guidance and information such as pension legislation, Plan provisions and Plan
experience, we have made the following assumptions regarding how the Plan’s benefits would be settled
on Plan wind up:

Percent of Liability Percent of Liability
Assumed to be Settled By Assumed to be Settled By
Purchase of Annuities Lump-Sum Transfer
Active Members
Not retirement eligible Not applicable Not applicable
Retirement eligible Not applicable Not applicable
Deferred Vested Members
Not retirement eligible Not applicable Not applicable
Retirement eligible Not applicable Not applicable
Retired Members and
Beneficiaries 100% 0%

Postulated Scenario
The postulated scenario is the assumption of immediate termination of employment for the active group at

the valuation date. Therefore, no allowance for future salary increases or demographic experience are
reflected.

Benefits Valued

Solvency Valuation Hypothetical Wind Up Valuation

Vesting We have treated all accrued benefits as We have treated all accrued benefits as
vested on Plan wind up. vested on Plan wind up.

Grow-in Benefits No longer relevant No longer relevant

Exclusions Post-retirement indexing was excluded No Plan benefits were excluded from
from the valuation the valuation

Post-valuation Date None were assumed None were assumed

Benefit Increases

Indexing Excluded from the valuation included in the valuation

Actuarial Valuation as at December 31, 2016 for
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Justification for Valuation Assumptions

Solvency annuity purchase discount rate = V39062 + Duration Adjustment
=2.21% + 0.70%
= 2.91% per year

We have set the aforementioned assumptions based on guidance prepared by the CIA Committee on
Pension Plan Financial Reporting (“PPFRC”) in the Educational Note Assumptions for Hypothetical Wind
Up and Solvency Valuations with Effective Dates Between December 31, 2016 and December 30, 2017
(“CIA Guidance”") released on March 1, 2017

For benefit entitlements that are expected to be settled by lump-sum transfer, we based the assumptions
on Section 3500 (Pension Commuted Values) of the CIA Standards of Practice, using rates
corresponding to a valuation date of December 31, 2016.

For benefit entitlements that are expected to be settled by purchase of annuities, we based the
assumptions on information compiled by the PPFRC from insurance companies active in the group
annuity market as described in the educational note.

Mortality Table

The derivation of the discount rate above is in conjunction with CPM2014 in accordance with the CIA
Guidance

Preretirement Mortality

We have made no allowance for preretirement mortality as all members are retired.

Assumptions Not Needed

The following are not relevant to the solvency or hypothetical wind up valuation:

= Increases in pensionable earnings;

» Termination of employment rates;

= Increases in CPP and OAS benefits;

» Increases in Income Tax Act maximum pension limit (we used the 2017 maximum); and

= Disability rates.

Estimated Wind Up Expenses

Plan wind up expenses would normally include such items as fees related to preparation of the actuarial
wind up report, fees imposed by a pension supervisory authority, legal fees, administration, custodial and
investment management expenses. We have assumed these fees would be $70,000.

Calculation of Special Solvency Payments

We used a discount rate of 2.91% per year to calculate the special payments necessary to liquidate the
solvency deficiency.

Actuarial Valuation as at December 31, 2016 for
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Actuarial Cost Methods

Unit credit (accrued benefit) cost method as prescribed.

Asset Valuation Method Considerations

For purposes of the solvency valuation, assets were valued at market value, adjusted by in-transit cash
flows.

Incremental Cost

The incremental cost represents the present value, at the calculation date (time 0), of the expected
aggregate change in the liabilities between time 0 and the next calculation date (time t), adjusted upwards
for expected benefit payments between time 0 and time t.

An educational note was published in December 2010 by the CIA Committee on PPFRC to provide
guidance for actuaries on the calculation of this new information.

The calculation methodology can be summarized as follows:

» The present value at time 0 of expected benefit payments between time 0 and time t, discounted to
time 0,
plus

= Projected liabilities at time t, discounted to time 0, allowing for, if applicable to the pension plan being
valued:

— expected decrements and related changes in membership status between time 0 and time ,

— accrual of service to time t,

— expected changes in benefits to time t,

— a projection of pensionable earnings to time t,

minus
= The liabilities at time 0.
The projection calculations take into account the following assumptions and additional considerations:
» The assumptions for the expected benefit payments and decrement probabilities, service accruals,

and projected changes in benefits and/or pensionable earnings would be consistent with the
assumptions used in the pension plan’s going concern valuation.

= The assumptions used to calculate the projected liability at time t are consistent with the assumptions
for the liabilities at time 0, assuming that interest rates remain at the levels applicable at time 0, that
the select period is reset at time t for interest rate assumptions that are select and ultimate and that
the Standards of Practice for the calculation of commuted values and the guidance for estimated
annuity purchase costs in effect at time 0 remain in effect at time 1.

— Active and inactive Plan members as of time 0 are considered in calculating the incremental cost.

Actuarial Valuation as at December 31, 2016 for
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Appendix E: Summary of Plan Provisions

The following is a brief summary of the provisions of the Plan as at December 31, 2016.

Normal Retirement Age

Age 60 for Police employees, age 85 for all others.

Amounts of Annual Pension

Normal and Disability Retirement: 2% of average annual earnings in best 5 years before retirement for
each year of credited service up to 35 years reduced by 0.675% of the 5-year average earnings up to the
average YMPE over the last five years for each year of contributory service after January 1, 1966.
Reduction suspended from date of retirement to age 65 for CPP benefit.

Death Benefits

After retirement: Based on election made within range of allowable options.

Pension Increases

The Plan was amended effective January 1, 2008 to provide indexation equal to the inflation related
adjustment formula used to increase pension benefits, pensions and deferred pensions under the Ontario
Municipal Employees Retirement System Act, 2006, as amended from time to time. Such inflation
adjustment shall not be less than zero no more than 6%. Any inflation adjustment in excess of 6% shall be
carried forward for use in a subsequent year.

Bridge Benefit

A bridge benefit is payable on early retirement in the amount of the estimated CPP benefit until age 65.

Actuarial Valuation as at December 31, 2016 for
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Appendix F: Glossary of Terms

= The actuarial value of assets is the asset value used for going concern valuation purposes.
Smoothing methods are sometimes used to smooth investment gains and losses over a certain
period.

= The estimated wind up expenses is an estimate of the administrative and other expenses expected
to be charged against the pension fund if the Plan were to terminate on the valuation date.

= The going concern liabilities are the actuarial present value of benefits earned in respect of service
prior to the valuation date. The actuary may choose to omit indexing liabilities (i.e., “escalated
adjustments”) from the going concern liabilities as per Section 11(1) of the Act. However, if escalated
adjustments are omitted from the going concern liabilities, the amount of payment of an escalated
adjustment that is made from the pension fund, to the extent that it has not been funded, must be
included in the normal cost pursuant to Section 11(2) of the Regulation to the Act. The going concern
liabilities are calculated using the going concern assumptions and methods summarized in Appendix
C of this report.

= The going concern position is the difference between the actuarial value of assets and the going
concern liabilities. Escalated adjustments may be omitted from the determination of the
surplus/(unfunded liability) pursuant to Section 11(3) of the Regulation fo the Act.

= The maximum deductible company contribution refers to an eligible contribution pursuant to
Section 147.2(2) of the Income Tax Act. Under Subsection 8502(b) of the Regulations to the
Income Tax Act, each Company contribution made after January 1, 1991 in respect of a defined
benefit provision of a registered pension plan must be such eligible contribution.

In a company’s fiscal year, the following contributions are eligible under Section 147.2(2) of the
Income Tax Act.

— The company normal cost, eligible under Section 147.2(2) subject to certification by the actuary
and approval by the Canada Revenue Agency; plus

—  Special payments eligible under Section 147.2(2) up to the amount of the unfunded liability, the
solvency deficiency, or the hypothetical wind up deficiency, whichever is greater, subject to
certification by the actuary and approval by the Canada Revenue Agency; less

— Required application of excess surplus.

The company normal cost and special payments for this Plan will be deductible under
Section 147.2(2) of the Income Tax Act, subject to the approval of the Canada Revenue Agency.

Note that contributions to a plan are still permissible and deductible if there is an excess surplus,
providing there is simultaneously a solvency or hypothetical wind up deficiency in the Plan or the
contributions are required as minimum contributions under provincial or federal Act legislation,
pursuant to Subsections 8516(2) and (3) of the Regulations to the Income Tax Act.

Actuarial Valuation as at December 31, 2016 for
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One restriction under the Income Tax Act is that if there is an excess surplus, and a solvency or
hypothetical wind up deficiency, the maximum deductible contribution is restricted to the full amount
of the deficiency without allowance for interest or any other contributions such as company normal
cost and/or transfer deficiency payments.

In order to be deductible in a given fiscal year, company contributions must be made not later than
120 days after the end of the fiscal year.

=  The minimum required company contribution for each plan year is equal to:
— The company normal cost; plus

—  Special payments toward amortizing any unfunded liability over 15 years beginning no later than
12 months from the date on which the unfunded liability was established; plus

— Special payments toward amortizing any solvency deficiency over five years beginning no later
than 12 months (24 months if the company elected temporary funding relief option 8) from the
date on which the solvency deficiency was established (this period of years may be longer if the
company has elected temporary funding relief options 3, 5 and/or 7); less

— Required application of excess surplus; less
— Permitted application of surplus; less
— Permitted application of PYCB.

In order to satisfy the requirements of the Act and its Regulations, contributions to the fund must be
made in accordance with the following rules:

— Required member contributions (if any) must be remitted to the pension fund within 30 days
following the month in which the contributions were received from the member or deducted from
his or her remuneration.

— Company normal cost contributions must be remitted to the pension fund within 30 days after the
end of the month for which the contributions are payable.

—  Special payments must be remitted to the pension fund in the month for which they are payable.
= The prior year credit balance is
— The PYCB stated in the last report in respect of the Plan under the Regulation; plus

— The total amount of contributions made to the Plan by the Company after the valuation date of the
last report in respect of the Plan and before the valuation date for the report being prepared; less

—  The total minimum amount of contributions required to have been made after the valuation date
of the last report in respect of the Plan and before the valuation date for the report being
prepared, if the contributions had been calculated without reference to any PYCB.

The Company may choose to set the PYCB between nil and the amount as calculated above, but
may not recapture the amount forfeited at any time.

» Solvency/Hypothetical wind up assets are the market value of pension fund assets adjusted to
reflect contributions, benefit payments, transfers and fees/expenses in-transit at the valuation date.

Actuarial Valuation as at December 31, 2016 for
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» The solvency asset adjustment is an adjustment that may be made to the solvency assets to
reflect:

— The impact of using an averaging method that stabilizes short-term fluctuations in the market
value of the Plan’s assets calculated over a period of not more than five years; plus

— The present value of any remaining special payments required to liquidate any unfunded liability
(for service not previously recognized for benefit determination purposes) established after
December 31, 1987; plus

— The present value of any remaining special payments other than those above that are scheduled
for payment within six years after the valuation date. This period of years may be longer if the
Company has elected temporary funding relief options 3, 5, 7 and/or 8.

» The solvency liabilities are the actuarial present value of benefits earned in respect of service prior
to the valuation date determined as if the Plan were wound up on the valuation date and taking into
account Section 74 of the Act (i.e., grow-in). In calculating the solvency liabilities, which includes plant
closure benefits or permanent layoff benefits that would be immediately payable if the Plan sponsor's
business was discontinued on the valuation date, the Act and its Regulations permit the exclusion of
the following benefits:

— Any escalated adjustments;
~ “Excluded plant closure benefits” that the City elected on November 26, 1992 to exclude;
~ “Excluded permanent layoff benefits” that the City elected on November 26, 1992 to exclude;

~ Special allowances other than those where the member has met all age and service eligibility
requirements;

— Consent benefits other than those where the member has met all eligibility requirements except
the consent of the employer, or in the case of a jointly sponsored pension plan, the consent of the
employer or the administrator;

~ Prospective benefit increases;
~ Potential early retirement window benefit values; and
~ Pension and ancillary benefits payable under a qualifying annuity contract.

The solvency liabilities are determined using benefit entittements on the assumption that the Plan has
neither a surplus nor a deficit. The solvency liabilities are calculated using the solvency valuation
assumptions summarized in Appendix D of this report.

» The solvency liability adjustment is an adjustment that may be made to the solvency liabilities to
reflect the impact of using a solvency valuation discount rate for discounting the liability that is the
average of market discount rates calculated over the same period of time as that used in the
calculation of the solvency asset adjustment.

» The solvency position is the difference between the solvency assets (net of estimated wind up
expenses) and the solvency liabilities.

» The solvency ratio compares the solvency assets to the solvency liabilities for purposes of
Subsections 14(2) and (3) of the Regulations of the Act to determine the latest effective date of the
next required valuation.

» The solvency surplus/(deficiency) is the solvency position, increased by the solvency asset
adjustment and the solvency liability adjustment, then decreased by the PYCB.

Actuarial Valuation as at December 31, 2016 for
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» The special payments are payments required to liquidate the unfunded liability and/or solvency
deficiency:

— The going concern special payments are payments required to liquidate the unfunded liability,
with interest at the going concern valuation discount rate, by equal monthly instaiments over a
period of 15 years beginning no later than 12 months from the valuation date of the report in
which the going concern unfunded liability was determined.

— The solvency special payments are payments required to liquidate the solvency deficiency, with
interest at the solvency valuation discount rate, by equal monthly instalments over a period of five
years beginning no later than 12 months (24 months if the company elected temporary funding
relief option 8) from the valuation date of the report in which the solvency deficiency was
determined. This period of years may be longer if the company has elected temporary funding
relief options 3, 5 and/or 7.

» The surplus/(unfunded liability) is the difference between the actuarial value of assets and the sum
of the going concern liabilities and the PYCB.

= The total normal cost is the actuarial present value of benefits expected to be earned in respect of
service for each year starting on the valuation date. Required member contributions (if any) are
deducted from the total normal! cost to determine the company normal cost. The total normal cost is
calculated using the going concern valuation assumptions and methods summarized in Appendix C of
this report.

» The transfer ratio compares the solvency assets, minus the lesser of the PYCB and the required
company contributions until the next required valuation (before application of the PYCB), to the
solvency liabilities plus the liability of any excluded benefits (except for pension benefits and ancillary
benefits payable under a qualifying annuity contract). If the transfer ratio is less than 1.00, lump-sum
transfers from the pension fund under Section 42 of the Act are limited to the commuted value of the
member’s pension multiplied by the transfer ratio. The administrator may transfer the entire
commuted value if:

— The administrator is satisfied that an amount equal to the transfer deficiency has been remitted to
the pension fund; or

— The aggregate of transfer deficiencies for all transfers made since the last valuation date does not
exceed 5% of the Plan’s assets at that time.

In June 2009, Subsection 19 of the Regulations of the Acf was amended and Policy T800-402 was
released. The Policy imposes additional restrictions for payment of commuted values under certain
circumstances.

Actuarial Valuation as at December 31, 2016 for
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Appendix G: Administrator Certification

With respect to the Hamilton-Wentworth Retirement Fund, forming part of the actuarial report as at
December 31, 2016, | hereby certify that, to the best of my knowledge and belief:
= The asset data provided or made available to the actuary is complete and accurate;

= The membership data and subsequent query answers provided or made available to the actuary are
complete and accurate for all persons who are entitled to benefits under the terms of the Plan in
respect of service up to the date of the valuation;

» The Plan provisions provided or made available to the actuary are complete and accurate;

»  The actuary has been notified of all relevant events subsequent to the valuation measurement date;
and

» The terms of engagement contained in Section 1 of this report are accurate and reflect the plan
administrator's direction.
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About Aon Hewitt

Aon Hewitt empowers organizations and individuals to secure a better future
through innovative talent, retirement and health solutions. We advise, design and
execute a wide range of solutions that enable clients to cultivate talent to drive
organizational and personal performance and growth, navigate retirement risk
while providing new levels of financial security, and redefine health solutions

for greater choice, affordability and wellness. Aon Hewitt is the global leader

in human resource solutions, with over 35,000 professionals in 90 countries serving
more than 20,000 clients worldwide across 100+ solutions. For more information
on Aon Hewitt, please visit aonhewitt.com.

About Aon

Aon plc (NYSE:AON) is a leading global provider of risk management, insurance
and reinsurance brokerage, and human resources solutions and outsourcing
services. Through its more than 72,000 colleagues worldwide, Aon unites to
empower results for clients in over 120 countries via innovative and effective risk
and peaple solutions and through industry-leading global resources and technical
expertise. Aon has been named repeatedly as the world’s best proker, best
insurance intermediary, reinsurance intermediary, captives manager and

best employee benefits consulting firm by multiple industry sources. Visit aon.com
for more information on Aon and aon.com/manchesterunited to learn about Aon’s
global and principle partnership with Manchester United.

© 2017 Aon Hewitt Inc. All Rights Reserved.
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CITY OF HAMILTON
CORPORATE SERVICES DEPARTMENT
Financial Planning, Administration and Policy Division

Hamilton

TO: Chair and Members
HMRF/HWRF Pension Administration Sub-Committee
COMMITTEE DATE: November 30, 2017

SUBJECT/REPORT NO: | 2017 Master Trust Pension Statement of Investment Policies
and Procedures (FCS17079) (City Wide)

WARD(S) AFFECTED: City Wide

PREPARED BY: Rosaria Morelli (905) 546-2424 Ext. 1390

SUBMITTED BY: Brian McMullen ‘
Director, Financial Planning, Administration and Policy
Corporate Services Department

SIGNATURE:

RECOMMENDATIONS

(@) That the 2016 Master Trust Statement of Investment Policies and Procedures be
deleted and replaced with the 2017 Master Trust Statement of Investment
Policies and Procedures, attached as Appendix “A” to Report FCS17079;

(b)  That the 2017 Master Trust Statement of Investment Policies and Procedures,
attached as Appendix “A” to Report FCS17079, be forwarded to the Hamilton
Street Railway Pension Advisory Committee for their information.

EXECUTIVE SUMMARY

The Statement of Investment Policies and Procedures for the City of Hamilton Defined
Benefit Pension Plans Master Trust (the “Master Trust SIPP”) has been revised as a
result of the formal annual review, as required by legislation. The revised Master Trust
SIPP is attached as Appendix “A” to Report FCS17079.

The review confirmed there have been no legislative changes impacting the Master
Trust SIPP since the last formal review completed in 2016.

OUR Vision: To be the best place fto raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integnity, Courageous Change, Sensational Service, Engaged
Empowered Employses.
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The 2017 Master Trust SIPP contains three minor amendments made to enhance clarity
and other amendments made to reflect new information on plan members and liabilities.
All of the amendments are detailed in Appendix “B” to Report FCS17079.

Alternatives for Consideration — Not Applicable
FINANCIAL — STAFFING — LEGAL IMPLICATIONS
Financial: Not Applicable.

Staffing: Not Applicable.

Legal: Not Applicable.

HISTORICAL BACKGROUND

The Master Trust SIPP provides the framework for the investment of the assets of the
City of Hamilton’s three non-OMERS defined-benefit pension plans: the Hamilton
Street Railway Company Pension Plan (“HSR”), the Hamilton-Wentworth Retirement
Fund (“HWRF”) and the Hamilton Municipal Retirement Fund (*HMRF”). These assets
have been aggregated for investment purposes in a private pooling vehicle structure or
master trust structure (the “Master Trust”) which was approved and adopted by Council
on May 18, 1999. The Master Trust SIPP contains details of the individual statement of
investment policies and procedures for each of the HSR, HWRF and HMRF pension
plans participating in the Master Trust.

Since 2006, a formal policy review of the Master Trust SIPP has been completed
annually (with the exception of the fiscal years 2010, 2011 and 2013). For each review,
the existing Master Trust SIPP, at that time, was replaced with the Council approved
revised version. Details of each review can be found in the following staff reports:
Report FCS07096; Report FCS08111; Report FCS09093; Report FCS12084;
Report FCS14080; Report FCS15083; and Report FCS16081.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

Ontario Regulation 909 (the “Regulation”) made under the Pension Benefits Act
requires that the administrator of a provincially regulated pension plan establish a
written statement of investment policies and procedures that complies with
requirements of the federal investment regulations. The Regulation also requires that
every pension plan’s statement of investment policies and procedures be reviewed at a
minimum once every year.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
communily, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees,
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RELEVANT CONSULTATION

Staff consulted with the Financial Services Division who reviewed the information on
members, contributions, benefits and liabilities, contained in each of the statement of
investment policies and procedures for HSR, HWRF and HMRF.

Staff consulted with Legal Services Division in the preparation of this Report.

The City’s investment consultant, Aon Hewitt, was engaged to review the Master Trust
SIPP. Aon Hewitt provided recommendations and requirements for amendments to the
Master Trust SIPP to ensure its compliance with pension legislation impacting the
Master Trust SIPP. Additionally, Aon Hewitt provided advice with regard to standard
industry and best practices for a pension plan SIPP.

ANALYSIS AND RATIONALE FOR RECOMMENDATIONS

The review confirmed that there have been no legislative changes impacting the Master
Trust SIPP since the last formal review completed in 2016.

The 2017 Master Trust SIPP contains three minor amendments made to enhance clarity
and other amendments made to reflect new information on plan members and liabilities.
All of the amendments are detailed in Appendix “B” to Report FCS17079.
ALTERNATIVES FOR CONSIDERATION

Not Applicable.

ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Our People and Performance
Hamiltonians have a high level of trust and confidence in their City government.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” — Statement of Investment Policies and Procedures — City of Hamilton
Defined Benefit Pension Plans Master Trust, October 2017

Appendix “B” — List of Amendments — 2017 Master Trust Pension Statement of
Investment Policies and Procedures

RM/dt

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Cuilture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Statement of Investment Policies and Procedures

City of Hamilton Defined Benefit Pension Plans Master Trust

October 2017

APPROVED on this day of , 2017
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Section 1—Overview

1.01

1.02

1.03

1.04

Purpose of Statement

This Statement of Investment Policies and Procedures (the “Policy” or “Master Trust
SIPP”) provides the framework for the investment of the assets of the City of Hamilton
Defined Benefit Pension Plans Master Trust (the “Master Trust™).

This Policy is based on the “prudent person portfolio approach” to ensure the prudent
investment and administration of the assets of the Master Trust are within the parameters
set out in the Pension Benefits Act, (Ontario) and the Regulations thereunder.

Background of the Master Trust

The inception date of the Master Trust is November 1, 1999, when three defined benefit
pension plans, the “Plans”, (the Hamilton Municipal Retirement Fund (Registration
number 0275123), the Hamilton Street Railway Pension Plan (1994) (Registration
number 0253344), and the Hamilton Wentworth Retirement Fund (Registration number
1073352)) invested in units of the Master Trust. The portfolio of assets in the Master
Trust is referred to as “the Fund”. These Plans hold units of the Master Trust and share,
on a pro-rata basis, in all income, expenses and capital gains and losses of the Master
Trust.

For reference purposes, the details of the Statement of Investment Policies and
Procedures for each of the above mentioned Plans participating in the Master Trust have
been attached to Appendix A of this Policy.

Objective of the Plan
The objective of the Plans is to provide members of the Plans with retirement benefits
prescribed under the terms thereof.

Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund Plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plans and the City of Hamilton (the “City™).

In recognition of the risk and return objectives of the Plans and the City, an initial asset
allocation policy was developed by the Investment Consultant in consultation with both
the Chief Investments Officer and the Treasurer of the City (the “Treasurer”) based on the
Plans’ current (at that time) funded status and the characteristics of the Plans and City. It
is recognized, however, that the Plans’ return requirements and risk tolerance will change
over time, and the intent is to reallocate the portfolio to lower risk allocations
dynamically as the Plans’ funded statuses improve.

Hamilton Master Trust SIPP October 2017.doc
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1.05 Administration
The General Manager of Finance and Corporate Services for the City (“General Manager of

Finance and Corporate Services”) is the designated contact person at the City for
administrative purposes.

Hamilton Master Trust SIPP October 2017.doc
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Section 2—Asset Mix and Diversification Policy

2.01 Master Trust Return Expectations
Each of the investment managers appointed to invest the assets of the Master Trust (the
“Investment Managers”) is directed to achieve a satisfactory long-term real rate of return
through a diversified portfolio, consistent with acceptable risks, performance objectives
and prudent management.

In order to achieve their long-term investment goals, the Plans must invest in assets that
have uncertain returns, such as Canadian equities, foreign equities and bonds. However,
the City attempts to reduce the overall level of risk by diversifying the asset classes and
further diversifying within each individual asset class. Based on historical data and
reasonable expectations for future returns, the City believes that a diversified portfolio of
Canadian equities, nominal bonds, real return bonds and foreign equities will likely
outperform over the long term.

The overall goal of this Policy is to maximize the return of the Fund while bearing a
reasonable level of risk relative to the liabilities in order to ensure the solvency of the Fund
over time. The assets of the Plans are sufficiently liquid to make payments which may
become due from the Plans. The weights applied to each of the asset classes are based on
the targets in the initial asset allocation outlined in Section 2.03 and adjusted based on the
target allocation in the Dynamic Investment Policy Schedule in Section 2.03.

2.02 Expected Volatility
The volatility of the Master Trust is directly related to its asset mix, specifically, the
balance between Canadian bonds, Canadian equities and foreign equities. Since the
Investment Managers do not have the authority to make any type of leveraged investment
on behalf of the Master Trust, the volatility of the Master Trust should be similar to the
volatility of the Benchmark Portfolio set out in Section 4.02 (Performance Measurement).

2.03 Asset Mix
(2) In order to achieve the long term objective within the risk/return considerations
described in Section 1.04, the following asset mix policy (Benchmark Portfolio) and
ranges were selected for the initial asset allocation:

Assets Minimum %  Initial Target Maximum % Asset Category
Weight %

Canadian Equity 25 30 35 Return-Seeking

Global Equity 25 30 35 Return-Seeking

Total Equities 50 60 70 Return-Seeking

Fixed Income 30 40 50 Liability-Hedging

Hamilton Master Trust SIPP October 2017.doc




Appendix D Page 169 of 249

HMRF/MWRF Pension
Sub-Committee
Ap Report 17-001

For purpose of the total asset mix described above, the Investment Managers’ asset
class pooled funds are deemed to be 100% invested, even though these funds may
contain a portion held in cash and cash equivalent instruments.

(b) Return-Seeking Assets: These assets generally will consist of all non-fixed income
investments, such as equities and alternatives, with a main focus on price
appreciation with generally higher expected long-term returns.

(c) Liability-Hedging Assets: These assets generally will be fixed-income
investments, such as bonds, with similar duration characteristics as the pension
liabilities (i.e., these assets generally behave like pension liabilities). Since these
assets focus mainly on current income, their expected long-term returns will
generally be lower than return-seeking assets.

(d) Sub-Allocations and Rebalancing Ranges: The sub-allocations and rebalancing ranges
within the return-seeking portfolio will be reviewed from time to time as the total
return-seeking allocation changes due to the Dynamic Investment Policy Schedule
below. The rebalancing ranges for the total return-seeking assets and liability-hedging
assets (fixed income) are also determined by the Dynamic Investment Policy
Schedule below.

(e) In recognition of the risk and return objectives of the Plans and the City, an initial
asset allocation policy was developed by the Investment Consultant in consultation
with both the Chief Investments Officer and the Treasurer based on the Plans’ current
(at that time) funded status and the characteristics of the Plans and City. It is
recognized, however, that the Plans’ return requirements and risk tolerance will
change over time, and the intent is to reallocate the portfolio to lower risk allocations
dynamically as the Plans’ funded statuses improve.

Based on an assessment of the Plans’ long-term goals and desired risk levels, the
HMRF/HWRF Pension Administration Sub-Committee (following advice from the
Investment Consultant) recommended to City Council a “Dynamic Investment
Policy” which was subsequently approved by City Council. The Dynamic Investment
Policy was developed by the Investment Consultant in consultation with the Chief
Investments Officer and the Treasurer, and is based on the 2010 Dynamic Investment
Policy Study which was conducted by the Investment Consultant.

The Dynamic Investment Policy dynamically adjusts the allocation to return-seeking
assets and liability-hedging assets as the Plans’ funded statuses improve. Funded
status may change due to any combination of investment returns, contributions,
benefit payments, fund expenses, and changes to liabilities (including discount rate
changes).

Hamilton Master Trust SIPP October 2017.doc
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This Policy is based on the results of the 2010 Dynamic Investment Policy Study and the
Dynamic Investment Policy Schedule is as follows:

Return -Seeking Allocation

Funded Ratio'? Minimum Target Maximum
<65% 50% 60% 70%
65% 50% 60% 70%
66% 50% 60% 70%
67% 50% 60% 70%
68% 50% 60% 70%
63% 50% 60% 70%
70% 50% 60% 70%
1% 49% 59% 69%
72% 4AT% 57% 67%
73% 46% 56% 66%
74% 44% 54% 64%
75% 43% 53% 63%
76% 41% 51% 61%
7% 40% 50% 60%
78% 38% 48% 58%
79% 37% 47% 57%
80% 35% 45% 55%
81% 34% 44% 54%
82% 32% 42% 52%
83% 3% 41% 51%

Return -Seeking Allocation

Funded Ratio'? Minimum Target Maximum
84% 29% 39% 49%
85% 28% 38% 48%
86% 26% 36% 46%
87% 25% 35% 45%
88% 23% 33% 43%
89% 22% 32% 42%
90% 20% 30% 40%
91% 19% 29% 39%
92% 17% 27% 37%
93% 16% 26% 36%
94% 14% 24% 34%
95% 13% 23% 33%
96% 11% 21% 3%
97% 10% 20% 30%
98% 8% 18% 28%
99% 7% 17% 27%

100% 5% 15% 25%
>100% 5% 15% 25%

! Funded ratio defined on a Wind-up basis.

2 Funded ratio will change based on any combination of investment returns, contributions, benefits payments, expenses and changes in
liabilities.

Hamilton Master Trust SIPP October 2017.doc
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Sub-Allocations: The sub-allocations within the liability hedging and return seeking
categories will be drawn down approximately based on the table below. However,
allocations to illiquid assets may be adjusted at a slower rate. Sub-allocations should
be within 5% of their targets. The sub-allocations will be adjusted proportionately
when the return-seeking allocation is between the levels listed in the table below.

Return Seeking Liability Hedging
Canadian Global Equity Long-Term Bonds Real Return Bonds
Equity
15% return seeking 8% 7% 11% 74%
20% return seeking 10% 10% 12% 68%
25% return seeking 13% 12% 14% 61%
30% return seeking 15% 15% 15% 55%
35% retumn seeking 18% 17% 17% 48%
40% return seeking 20% 20% 18% 42%
45% return secking 23% 22% 20% 35%
50% return seeking 25% 25% 21% 29%
55% retum secking 28% 27% 23% 22%
60% return secking 30% 30% 25% 15%

Duration Strategy: Based on the Dynamic Investment Policy Study completed in
2010, the portfolio interest rate dollar duration will increase as the funded status
improves and the allocation to liability hedging assets increases. Interest rate
derivatives may be used on either a strategic or opportunistic basis to mitigate risk by
increasing the hedge ratio up to 100%. This will be at the discretion of the
Administrator and based on the duration of the Plan's liabilities.

Rebalancing and Monitoring: A systematic rebalancing procedure will be utilized to
ensure that the asset allocation of the Fund stays within the ranges defined above. As
the return-seeking asset allocation changes, the sub-category allocations will be kept
approximately proportional to the Initial allocation specified above. However, the
allocations to illiquid investments may be adjusted more slowly. The funded ratio and
asset allocation of the Fund will be reviewed regularly or when significant cash flows
occur, and will be monitored and reported on at least an annual basis, or upon such
more frequent basis as may be requested by City Council or its delegates from time to
time. The Fund will be rebalanced as necessary, making use of benefit payments and
contributions to the extent possible and considering the transaction costs involved in

the rebalancing.

2.04 Management Structure
The Master Trust may employ a mix of active and passive management styles. Active
management provides the opportunity to outperform specific investment benchmarks and
it can provide lower absolute volatility of returns. Passive, or index, management
minimizes the risk of underperformance relative to a benchmark index and is generally
less expensive than active management. This approach also diversifies the manager risk,
making the Master Trust less reliant on the skills of a single Investment Manager.

Because holding large amounts of foreign assets can expose the Master Trust to
fluctuations in the level of the Canadian dollar, a portion of the foreign assets may be
hedged back into Canadian dollars.

Hamiltor Master Trust SIPP October 2017.doc
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2.05 Environmental, Social and Governance (ESG) Issues

The Administrator’s primary responsibility is to make decisions in the best interest of the
Plan beneficiaries. This responsibility requires that there be an appropriate balance
between the need to seek long-term investment returns to help build better pensions for all
members of the Plans and the needs for those returns to be delivered in as stable a manner
as possible (given the behaviour of the investment markets).

The Administrator neither favours nor avoids managers and investments based on ESG
integration. In keeping with the foregoing, and having regard to the size of the Plans and
the pension fund, the Administrator does not take ESG factors into account when making
investment decisions. As previously noted, the Administrator has delegated the search for
investment managers to its Investment Consultant. On the direction of the Administrator,
the Investment Consultant is directed to search and select the best investment managers
for investing the assets of the Plans considering factors such as business, staff, historical
performance and investment process, since the Administrator believes that these factors
will contribute to higher investment returns in the long run and manage risk. Investment
Managers are not prohibited from considering ESG factors if they believe that it will have
a positive impact on the Plans’ investment returns.

Hamilton Master Trust SIPP October 2017.doc
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Section 3—Permitted and Prohibited Investments

3.01

3.02

General Guidelines

The investments of the Master Trust must comply with the requirements and restrictions
set out in the Income Tax Act (Canada) and the Pension Benefits Act (Ontario), and their
respective Regulations.

Permitted Investments

In general, and subject to the restrictions in this Section 3, the Investment Managers may
invest in any of the following asset classes and in any of the investment instruments listed
below:

(a) Canadian and Foreign Equities
@) Common and convertible preferred stock the shares of which are (a) listed
on a prescribed stock exchange in Canada; or (b) listed on a prescribed
stock exchange outside Canada;

(i) Debentures convertible into common or convertible preferred stock,
provided such instruments are traded on a recognized public exchange or
through established investment dealers;

(iii)  Rights, warrants and special warrants for common or convertible
preferred stock the shares of which are (a) listed on a prescribed stock
exchange in Canada; or (b) listed on a prescribed stock exchange outside
Canada;

(iv)  Private placement equities, where the security will be eligible for trading
on a recognized public exchange within a reasonable and defined time
frame;

2] Instalment receipts, American Depository Receipts, Global Depository
Receipts and similar exchange traded instruments;

(vi)  Units of real estate investment trusts (REITSs);

(vii)  Exchange traded index-participation units (e.g., iUnits; SPDRs);

(viii) Income trusts registered as reporting issuers under the Securities Act,
domiciled in a Canadian jurisdiction that provides limited liability

protection to unit holders; and

(ix)  Units of limited partnerships which are listed on the TSX exchange.

Hamilton Master Trust SIPP October 2017.doc
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) Canadian and Foreign Fixed Income
@ Bonds, debentures, notes, non-convertible preferred stock and other
evidence of indebtedness of Canadian or developed market foreign issuers
whether denominated and payable in Canadian dollars or a foreign
currency, provided such instruments are traded on a recognized public
exchange or through established investment dealers, subject to Section
3.04 below;

(ii)  Real return bonds, subject to Section 3.04 below;

(i)  Mortgages secured against Canadian real estate subject to Section 3.05
below;

(iv)  Mortgage-backed securities, guaranteed under the National Housing Act;
W) Term deposits and guaranteed investment certificates;
(vi)  Private placements of bonds subject to Section 3.03 below; and,

(vii) Investment in bond and debenture issues of the City and affiliated bodies
is neither encouraged nor discouraged. The decision by the Investment
Manager(s) to invest in such issues is entirely their responsibility and they
should be governed by the same degree of due diligence and prudence that
they would apply when assessing any other investment in respect of a
registered pension plan.

(© Cash and Short Term Investments
® Cash on hand and demand deposits;

(i) Canadian and U.S. Treasury bills and bonds (with remaining maturities
not exceeding 365 days) issued by the federal (Canada & U.S., as
applicable) and provincial governments and their agencies;

(ili)  Sovereign short-term debt instruments of developed countries, with
maturities not exceeding 365 days;

(iv)  Obligations of trust companies and Canadian and foreign banks chartered
to operate in Canada, including bankers’ acceptances;

W) Commercial paper and term deposits; and
(vi)  Other money market instruments (maturity not exceeding 365 days).

(d) Derivatives
Assets are not invested in derivative instruments and the trust will not invest in
derivatives directly (including options and futures). In the event that a pooled
fund invests in derivatives, prior to investing in such pooled fund, appropriate risk
management processes and procedures will be in place in order to help mitigate
any risks associated with derivatives. Specifically, all derivative investments will

Hamilton Master Trust SIPP October 2017.doc
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be made in accordance with applicable legislation and regulatory policies relating

to the investment of pension plan assets in derivatives. The following uses of

non-leveraged derivative instruments are permitted:

@) Covered put and/or call options with respect to publicly traded securities that
are held in the portfolio;

(i) The Investment Manager of an index portfolio may utilize fully backed,
i.e. non-leveraged, derivative strategies designed to replicate the
performance of specific market indices, i.e.- exchange-traded equity index
futures contracts;

(iii)  Investment Managers may use currency futures contracts and forward
contracts to hedge foreign currency exposure; and

(iv)  Interest rate derivatives can be used to hedge the interest rate risk in the
liabilities.

(e) Other Investments
6] Investments in open-ended or closed-ended pooled funds provided that the
assets of such funds are permissible investments under this Policy, and

(ii) Deposit accounts of the Custodian can be used to invest surplus cash
holdings.

® Index Mandates
) For managers of index mandates, permitted investment vehicles may
include all instruments that may form part of the respective index.

3.03 Minimum Quality Requirements
(a) Quality Standards
Within the investment restrictions for individual portfolios, all portfolios should
hold a prudently diversified exposure to the intended market.

@) The minimum quality standard for individual bonds and debentures is
‘BBB-’ or equivalent as rated by a Recognized Bond Rating Agency, at
the time of purchase.

(ii) The minimum quality standard for individual short term investments is
‘R-1’ low or equivalent as rated by a Recognized Bond Rating Agency, at
the time of purchase.

(iii)  The minimum quality standard for individual preferred shares is ‘P-1” or
equivalent as rated by a Recognized Bond Rating Agency, at the time of
purchase.

(iv) ©  All investments shall be reasonably liquid (i.e. in normal circumstances
they should be capable of liquidation within 1 month).

Hamilton Master Trust SIPP October 2017.doc
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b Split Ratings
In cases where the Recognized Bond Rating Agencies do not agree on the credit
rating, the bond will be classified according to the following methodology:

Q) If two agencies rate a security, use the lower of the two ratings;

(i) If three agencies rate a security, use the most common; and if four
agencies rate a security, use the lowest most common; and

" (ili)  Ifthree agencies rate a security and all three agencies disagree, use the
middle rating; if four agencies rate a security and all four agencies
disagree, use the lowest middle rating.

(©) Downgrades in Credit Quality
Each Investment Manager will take the following steps in the event of a
downgrade in the credit rating of a portfolio asset by a Recognized Rating Agency
to below the purchase standards set out in Section 3.03 (a) Quality Standards:

@ The Chief Investments Officer will be notified of the downgrade by
telephone at the earliest possible opportunity;

(ii) Within ten business days of the downgrade, the Investment Manager will
advise the Chief Investments Officer in writing of the course of action
taken or to be taken by the Investment Manager, and its rationale; and

(iii)  Immediately upon downgrade, the Investment Manager will place the
asset on a Watch List subject to monthly review by the Investment
Manager with the Chief Investments Officer until such time as the
security matures, is sold or until it is upgraded to a level consistent with
the purchase quality standards as expressed in the above guidelines.

(d) Rating Agencies

For the purposes of this Policy, the following rating agencies shall be considered

to be ‘Recognized Bond Rating Agencies’:

@) Dominion Bond Rating Service Limited;

(ii) Standard and Poor’s;

(ili)  Moody’s Investors Services Inc.; and

(iv)  Fitch Ratings

(e) Private Placement Bonds
Private placement bonds are permitted subject to all of the following conditions:

6] The issues acquired must be ‘A’ or equivalent rated;

(ii) The total investment in such issues must not exceed 10% of the market
value of the Investment Manager(s) bond portfolio;
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The Investment Manager’s portfolio may not hold more than 5% of the
market value of any one private placement;

The Investment Manager(s) must be satisfied that there is sufficient
liquidity to ensure sale at a reasonable price; and

The minimum issue size for any single security must be at least $150
million.

3.04 Maximum Quantity Restrictions

(a) Total Fund Level

No one equity holding shall represent more than 10% of the total market value of the
Master Trust’s assets.

(b) Individual Investment Manager Level
The Investment Manager(s) shall adhere to the following restrictions:

U

(i)

Equities

(A)  No one equity holding shall represent more than 10% of the
market value of any one Investment Manager’s equity portfolio.

(B)  No one equity holding shall represent more than 10% of the
voting shares of a corporation.

{(C)  No one equity holding shall represent more than 10% of the
available public float of such equity security.

(D)  Income Trusts shall not comprise more than 15% of any
Investment Manager’s Canadian equity portfolio.

Bonds and Short Term

(A)  Except for federal and provincial bonds (including government
guaranteed bonds), no more than 10% of an Investment Manager’s
bond portfolio may be invested in the bonds of a single issuer and
its related companies.

(B)  Except for federal and provincial bonds, no one bond holding
shall represent more than 10% of the market value of the total
outstanding for that bond issue.

(C)  No more than 8% of the market value of an Investment Manager’s
bond portfolio shall be invested in bonds rated BBB (this includes
all of BBB’s: BBB+, BBB, and BBB-) or equivalent.

(D)  This Policy will permit the continued holding of instruments

whose ratings are downgraded below BBB- after purchase,
provided that such instruments are disposed of in an orderly
fashion.
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(E)  No more than 10% of the market value of an Investment
Manager’s bond portfolio shall be invested in bonds denominated
in a currency other than Canadian dollars.

(B Except for the dedicated real return bond mandate, no more than
10% of the market value of the bond portfolio may be held in real
return bonds.

(iiij  Other
The use of derivative securities shall be supported at all times by the
explicit allocation of sufficient assets to back the intended derivative
strategy. For greater certainty, Investment Managers are not permitted to
leverage the assets of the Master Trust. The use of derivative securities is
only permitted for the uses described in this Policy. Purchase or sale of
any of these instruments for speculative purposes is prohibited.

Notwithstanding the limits described in this Section, the single security
limits do not apply to an Investment Manager’s index mandate.

3.05 Prior Permission Required
The following investments are permitted provided that prior permission for such
investments has been obtained from the Administrator:

(@ Investments in private placement equities (except for the foreign equity
investment managers investing in pooled funds where the pooled fund policy
permits private placement equities).

(b) Direct investments in mortgages.

(© Direct investments in any one parcel of real property that has a book value less
than or equal to 5% of the book value of the Master Trust’s assets. The aggregate
book value of all investments in real property and Canadian resource properties
shall not exceed 25% of the book value of the Master Trust’s assets. (Previously,
the overall 25% limit in respect of real and resource properties was a requirement
under the Pension Benefits Act (Ontario).)

(d) Direct investments in venture capital financing or private equity partnerships; and

(e) Derivatives other than those described in 3.02(d).

3.06 Prohibited Investments
The Investment Managers shall not:

(@) Invest in companies for the purpose of managing them;

) Invest in securities that would result in the imposition of a tax on the Fund under
the Income Tax Act (Canada) unless they provide a prior written
acknowledgement that such investments will result in a tax and receive prior

written permission for such investments from the Administrator or;

© Make any investments not specifically permitted by this Policy.
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3.07 Securities Lending
The investments of the Master Trust may be loaned, for the purpose of generating
revenue for the Fund, subject to the provisions of the Pension Benefits Act (Ontario) and
the Income Tax Act (Canada), and applicable regulations.

For securities held in segregated accounts, such loans must be secured by cash and/or
readily marketable government bonds, treasury bills and/or letters of credit, discount
notes and bankers’ acceptances of chartered banks. For loaned securities, the security held
or collateral must have an aggregate market value which shall never be less than the
percentage of the aggregate market value of the loaned securities which is the highest of:
(i) the minimum percentage required by any applicable legislation, regulatory authority or
prevailing market practice; or (ii) 105%. The aggregate market value of the loaned
securities and of the collateral shall be monitored and calculated by the Custodian daily.

The terms and conditions of any securities lending program will be set out in a contract
with the custodian. The custodian shall, at all times, ensure that the Chief Investments
Officer has a current list of those institutions that are approved to borrow the Fund’s
investments.

Lending of the portion of the Master Trust’s assets held in a pooled fund is goVefned by
the terms of the conditions set out in the pooled fund Statement of Investment Policies
and Procedures or similar document.

3.08 Borrowing
The Master Trust shall not borrow money, except to cover short-term contingency and the
borrowing is for a period that does not exceed ninety days, subject to the Pension Benefits
Act (Ontario), the Income Tax Act (Canada) and the written permission of the General
Manager of Finance and Corporate Services.

3.09 Conflicts between the Policy and Pooled Fund Investment Policies
While the guidelines in this Policy are intended to guide the management of the Master
Trust, it is recognized that, due to the use of pooled funds, there may be instances where
there is a conflict between the Policy and the investment policy of a pooled fund. In that
case, the Investment Manager is expected to notify Chief Investments Officer upon the
initial review of the Policy and whenever a change in the pooled fund policy creates a
conflict. However, it is understood that any ambiguity will be interpreted in favour of the
pooled fund policy, provided such interpretation complies with all applicable laws.
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Section 4—Monitoring and Control

4.01 Delegation of Responsibilities
The General Manager of Finance and Corporate Services is the designated contact person
for administrative matters. However, City Council has delegated certain administrative
duties and responsibilities to internal and external agents, including to the HMRF/HWRF
Pension Administration Sub-committee, the Chief Investments Officer and the General
Manager of Finance and Corporate Services. Overall responsibility for the Master Trust
ultimately rests with City Council, and the City (acting through Council) is the pension plan
administrator of the Plans (for each Plan, the “Administrator”).

€)) Chief Investments Officer
The Chief Investments Officer has been delegated the following responsibilities:

@) monitoring the Master Trust asset mix and rebalancing as required,
including executing asset mix changes required per the Dynamic
Policy Schedules outlined in section 2.03;

(i)  day-to-day liaison including contract management with external
Investment Managers, the Investment Consultant, and the
Custodian/Trustee;

(ili)  monitoring and budgeting for cash flow within the pension fund;

(iv)  researching, recommending and implementing improvements to asset
management of the Master Trust;

) directing and implementing strategy for self-managed portfolios, if any;
and

(vi)  preparing and presenting to City Council and the HMRF/HWRF Pension
Administration Sub-Committee a report on the Plan’s investment
performance and asset mix, and such other information as City Council
may require and/or other such information as the Chief Investments
Officer considers appropriate to include in the report, on at least an annual
basis, or upon such more frequent basis as may be requested by City
Council or its delegates from time to time.

(b) Investment Managers
The Investment Managers have been delegated the following responsibilities:

@ invest the assets of the Master Trust in accordance with this Policy;
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(ii) meet with the Chief Investments Officer as required and provide written
reports regarding the Investment Manager’s past performance, their future
strategies and other issues as requested;

(ili)  notify the Chief Investments Officer, in writing of any significant changes
in the Investment Manager’s philosophies and policies, personnel or
organization and procedures;

(iv)  will provide periodically, but no less than on an annual basis, or upon such
more frequent basis as may be requested by City Council or its delegates
from time to time, lists of assets and such other information as may be
requested by the Chief Investments Officer; and,

) file, on at least an annual basis, or upon such more frequent basis as may
be requested by City Council or its delegates from time to time
compliance reports (see Section 4.03).

(c) Custodian/Trustee
The custodian/trustee will:

6)] Fulfil the regular duties of a Custodian/Trustee as required by law;
(ii) maintain safe custody over the assets of the Master Trust Plans;

(iii)  execute the instructions of the Chief Investments Officer and the
Investment Managers; and

(iv)  record income and provide financial statements to the Chief Investments
Officer on at least an annual basis, or upon such more frequent basis as
may be requested by City Council or its delegates from time to time, or as
otherwise required.

(d) Investment Consultant ,
The investment consultant has been delegated the following responsibilities:

@) assist the Chief Investments Officer in developing a prudent long-term
asset mix, and specific investment objectives and policies;

(iiy  monitor, analyse and report on the Master Trust’s investment performance
and to support the Chief Investments Officer on any investment related
matters;

(iti)  monitor and report the funded status of the Plans to the Chief Investments
Officer on at least an annual basis, or upon such more frequent basis as
may be requested by City Council or its delegates from time to time;

(iv)  assist with the selection of Investment Managers, custodians and other
suppliers; and

Hamilton Master Trust SIPP October 2017.doc

18




4.02

Page 182 of 249
Appendix D '
HMRF/MWRF Pension
Ap, Sub-Committee
Report 17-001

) meet with the Chief Investments Officer as requirea.

(e) Actuary
The actuary has been delegated the following responsibilities:

(i) perform actuarial valuations of the Plan as required; and

(if) advise the Chief Investments Officer and the Investment Consultant on any
matters relating to Plan design, membership and contributions, and actuarial
valuations.

Performance Measurement

For the purpose of evaluating the performance of the Master Trust and the Investment
Managers, all rates of returns are measured over moving four-year periods. Return
objectives are net of fees and include realized and unrealized capital gains or losses plus
income from all sources. Returns will be measured quarterly and will be calculated as
time-weighted rates of return.

(a) Active and Index Canadian Equity Managers
Investment results of the active and index Canadian Equity Managers are to be
tested regularly against a Benchmark Portfolio comprising:

Benchmark %

S&P/TSX Composite Index 100

(b) Active and Index Global Equity Managers
Investment results of the active and index Global Equity Managers are to be
tested regularly against a long-term Benchmark Portfolio comprising:

Benchmark %

MSCI World Index (C$) 100

(©) Active and Index Canadian Bond Managers — Long Bonds
Investment results of the active and index Canadian Bond Managers for Long
Bonds are to be tested regularly against a Benchmark Portfolio comprising:

Benchmark %

FTSE TMX Long Bond Index 100
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(d) Active and Index Canadian Bond Managers — Real Return Bonds
Investment results of the active and index Canadian Bond Managers for Real
Return Bonds are to be tested regularly against a Benchmark Portfolio

comprising:
Benchmark %
FTSE TMX Real Return Bond Index 100

4.03 Compliance Reporting by Investment Manager
The Investment Managers are required to complete and deliver a compliance report to the
Chief Investments Officer and the Investment Consultant on at least an annual basis, or
upon such more frequent basis as may be requested by City Council or its delegates from
time to time. The compliance report will indicate whether or not the Investment Manager
was in compliance with this Policy during the period covered in the report.

In the event that an Investment Manager is not in compliance with this Policy, the
Investment Manager is required to advise the Chief Investments Officer immediately,
detail the nature of the non-compliance and recommend an appropriate course of action to
remedy the situation.

The Master Trust invests in pooled funds with separate investment policies. In that case,
the Investment Manager must confirm compliance to the pooled fund policy. In addition,
should a conflict arise between a pooled fund policy and this Policy, the Investment
Manager is required to advise the Chief Investments Officer immediately and detail the
nature of the conflict.

4.04 Standard of Professional Conduct
The Investment Managers are expected to comply, at all times and in all respects, with a
written code of ethics that is no less stringent in all material respects than the Code of
Ethics and Standards of Professional Conduct as promulgated by the CFA Institute.

The Investment Managers will manage the assets with the care, diligence and skill that an
investment manager of ordinary prudence would use in dealing with pension plan assets.
The Investment Managers will also use all relevant knowledge and skill that they possess
or ought to possess as prudent investment managers.
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Section 5—Administration

5.01 Conflicts of Interest
(a) Responsibilities
This standard applies to the City’s staff, as well as to all agents employed by the
City, in the execution of their responsibilities under the Pension Benefits Act
(Ontario) (the “Affected Persons™).

An “agent” is defined to mean a company, organization, association or individual,
as well as its employees who are retained by the Administrator to provide specific
services with respect to the investment, administration and management of the
assets of the Master Trust.

(b) Disclosure
In the execution of their duties, the Affected Persons shall disclose any material
conflict of interest relating to them, or any material ownership of securities, which
could impair their ability to render unbiased advice, or to make unbiased
decisions, affecting the administration of the Master Trust assets.

Further, it is expected that no Affected Person shall make any personal financial
gain (direct or indirect) because of his or her fiduciary position. However, normal
and reasonable fees and expenses incurred in the discharge of their
responsibilities are permitted in accordance with City policies as approved by
Council.

No Affected Person shall accept a gift or gratuity or other personal favour, other
than one of nominal value, from a person with whom the employee deals in the
course of performance of his or her duties and responsibilities for the Master
Trust.

It is incumbent on any Affected Person who believes that he or she may have a
conflict of interest, or who is aware of any conflict of interest, to disclose full
details of the situation to the attention of the General Manager of Finance and
Corporate Services and/or the Treasurer immediately. The General Manager of
Finance and Corporate Services and/or the Treasurer, in turn, will decide what
action is appropriate under the circumstances.

No Affected Person who has or is required to make a disclosure as contemplated
in this Policy shall participate in any discussion, decision or vote relating to any
proposed investment or transaction in respect of which he or she has made or is
required to make disclosure, unless otherwise determined permissible by decision
of the General Manager of Finance and Corporate Services and/or the Treasurer.
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5.02 Related Party Transactions

The Chief Investments Officer shall not, on behalf of the Plans or the Master Trust,
directly or indirectly,

(i) lend the moneys of the Plans to a related party or use those moneys to hold an
investment in the securities of a related party; or

(ii) enter into a transaction with a related party.

The Chief Investments Officer may enter into a transaction with a related party:

(i) for the operation or administration of the Plans if it is under terms and
conditions that are not less favourable to the Plans than market terms and
conditions and such transaction does not involve the making of loans to, or
investments in, the related party or

(ii) the value of the transaction is nominal or the transaction is immaterial. In
assessing whether the value of the transaction is nominal or immaterial, two or
more transactions with the same related party shall be considered as a single
transaction.

For the purposes of Section 5.02, only the market value of the combined assets of the
Fund shall be used as the criteria to determine whether a transaction is nominal or
immaterial. Transactions less than 0.5% of the combined market value of the assets of the
Fund are considered nominal.

The following investments are exempt from the related party rules:

(i) investments in an investment fund or a segregated fund (as those terms are
used in the Pension Benefits Standards Regulations) in which investors other
than the administrator and its affiliates may invest and that complies with
Section 9 and Section 11 of Schedule III to the Pension Benefits Standards
Regulations,

(ii) investments in an unallocated general fund of a person authorized to carry on
a life insurance business in Canada;

(iii)investments in securities issued or fully guaranteed by the Government of
Canada, the government of a province, or an agency of either one of them;
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(iv) investments in a fund composed of mortgage-backed securities that are fully
guaranteed by the Government of Canada, the government of a province, or an
agency of either one of them;

(v) investments in a fund that replicates the composition of a widely recognized
index of a broad class of securities traded at a marketplace (as that term is
used in the Pension Benefits Standards Regulations); or

(vi) investments that involve the purchase of a contract or agreement in respect of
which the return is based on the performance of a widely recognized index of
a broad class of securities traded at a marketplace (as that term is used in the
Pension Benefits Standards Regulations).

A “related party” is defined to mean the Administrator of the Plans, including any officer,
director or employee of the Administrator. It also includes, the Investment Managers and
their employees, a union representing employees of the employer, a member of the
Master Trust, a spouse or child of the persons named previously, or a corporation that is
directly or indirectly controlled by the persons named previously, and any other person
constituting a “related party” under the Pension Benefits Act (Ontario). Related party does
not include government or a government agency, or a bank, trust company or other
financial institution that holds the assets of the Master Trust.

5.03 Selecting Investment Managers
In the event that a new Investment Manager must be selected or additional Investment
Manager(s) added to the existing Investment Manager(s), the Chief Investments Officer
will undertake an Investment Manager search with or without the assistance of a third-
party investment consultant depending on the expertise required. The criteria used for
selecting an Investment Manager will be consistent with the investment and risk
philosophy set out in Section 1.04 (Investment and Risk Philosophy).

5.04 Directed Brokerage Commissions
Investment Managers may use directed brokerage to pay for research and other
investment related services provided they comply with, and provide the disclosure
required by, the Soft Dollar Standards promulgated by the CFA Institute.

5.05 Monitoring of Asset Mix
In order to ensure that the Master Trust operates within the minimum and maximum
guidelines stated in this Policy as outlined in Section 2, the Chief Investments Officer
shall monitor the asset mix on at least an annual basis, or upon such more frequent basis
as may be requested by City Council or its delegates from time to time. Rebalancing
between the investment mandates can take place over a reasonably short period of time
after an imbalance has been identified. Rebalancing may be effected by redirecting the
net cash flows to and from the Master Trust, or by transferring cash or securities between
portfolios and/or Investment Managers.
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5.06 Monitoring of Investment Managers
An important element in the success of this Policy is the link between the Investment
Managers and the Chief Investments Officer. It is expected that the Investment Managers
will communicate with the Chief Investments Officer whenever necessary. Periodic,
written investment reports from the Investment Managers are sent to and reviewed by the
Chief Investments Officer and form part of the monitoring process.

Meetings including telephone conference call meetings between the Investment Managers
and the Chief Investments Officer will be scheduled as required. At each meeting or
telephone conference call meeting, it is expected that the Investment Managers will
prepare a general economic and capital markets overview, which will be distributed prior
to or during the meeting. They should also include the following in their presentations:

- review of the previous period’s strategy and investment results,

- discussion of how the condition of the capital markets affects the investment
strategy of their respective portfolios,

- economic and market expectations,

- anticipated changes in the asset mix within the limits provided in this Policy, and,

- discussion of compliance and any exceptions.

- discussion of any votes that were cast against the wishes of company management
by the Investment Managers in exercising voting rights (Section 5.08).

5.07 Dismissal of an Investment Manager
Reasons for considering the termination of the services of an Investment Manager
include, but are not limited to, the following factors:

(a) performance results which are below the stated performance benchmarks;

b changes in the overall structure of the Master Trusts’ assets such that the
Investment Managet’s services are no longer required;

(©) change in personnel, firm structure or investment philosophy which might
adversely affect the potential return and/or risk level of the portfolio; and/or

(d) failure to adhere to this Policy.

5.08 Voting Rights
The Administrator has delegated voting rights acquired through the investments held by
the Master Trust to the custodian of the securities to be exercised in accordance with the
Investment Manager’s instructions. Investment Managers are expected to exercise all
voting rights related to investments held by the Master Trust in the interests of the
members of the underlying pension plans. The Investment Managers shall report when
they vote against the wishes of the company management to the Chief Investments
Officer, providing information as to the reasons behind this vote.

5.09 Valuation of Investments Not Regularly Traded
The following principles will apply for the valuation of investments that are not traded
regularly:
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(a) Equities
Average of bid-and-ask prices from two major investment dealers, at least once
every calendar quarter.

(b) Bonds
Same as for equities.

(© Mortgages
Unless in arrears, the outstanding principal plus/minus the premium/discount
resulting from the differential between face rate and the currently available rate
for a mortgage of similar quality and term, determined at least once every month.

d) Real Estate
A certified written appraisal from a qualified independent appraiser at least once
every two years.

5.10 Policy Review
This Policy may be reviewed and revised at any time, but at least once every calendar year it
must be formally reviewed. Should the Investment Manager(s) wish to review this Policy at
any time, it is his/her responsibility to contact the Chief Investments Officer with specific
recommendations.

The appropriateness of the Dynamic Investment Policy asset allocation parameters should
be reviewed on an ongoing basis. A new Dynamic Investment Policy Study (Dynamic
Asset-Liability Modeling Study) may be undertaken if any of the following events occur:

(a) The plan gets significantly closer to the end-state of the flight path, including if the
flight path funded ratio measurement changes significantly (to over 84%) from the
starting point of the 2010 study, which was 69%.

(b) There are significant changes to the regulations that affect the key metrics used in
making decisions in the 2010 Dynamic Investment Policy Study or should affect the
asset allocation in the future;

(c) Capital market conditions change significantly such that the assumptions embedded in
the 2010 Dynamic Investment Policy Study are no longer reasonable; or

(d) The plan sponsor’s risk posture changes significantly.
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Appendix A — Statement of Investment Policies & Procedures
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Statement of Investment Policies & Procedures - Hamilton
Municipal Retirement Fund

Overview

1.01 Purpose of Statement
This Statement of Investment Policies and Procedures (the “Hamilton Municipal
Retirement Fund SIPP”) provides the framework for the investment of the assets of the
Hamilton Municipal Retirement Fund, registration number 0275123 (the “Plan”);

The objective of the Hamilton Municipal Retirement Fund SIPP is to ensure that the
assets of the Plan, together with expected contributions made by both the City and the
Plan members, shall be invested in a continued prudent and effective manner.

The Hamilton Municipal Retirement Fund SIPP is based on the “prudent person portfolio
approach” to ensure the prudent investment and administration of the assets of the Plan
(the “Fund”) are within the parameters set out in the Pension Benefits Act, (Ontario) and
the Regulations thereunder.

All provisions in the Master Trust SIPP apply to this Appendix.

1.02 Background of the Plan
The Hamilton Municipal Retirement Fund is a contributory defined benefit plan. The
plan has been closed to new entrants since 1965. Municipal employees hired after June
30, 1965 participate in the OMERS Pension Plan. Therefore, this is a closed fund and will
terminate upon the death of the last retiree or successor. Effective July 1, 2001, the last
active member retired from the Plan.

1.03 Plan Profile
a) Contributions
Under the terms of the Plan text:

For normal retirement age 60 class: 7% of contributory earnings up to YMPE plus
8.5% of contributory earnings in excess of the YMPE.

For normal retirement age 65 class: 6% of contributory earnings up to the YMPE
plus 7.5% of contributory earnings in excess of the YMPE.

Effective August 1, 1998, the last member attained “Paid Up” status and employee
contributions to the Plan ceased.

b) Benefits
2% of average annual earnings in best consecutive 5 years before retirement for each
year of credited service up to 35 years reduced by 0.675% of the 5-year average
earnings up to the final year’s YMPE for each year of contributory service after
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January 1, 1966. CPP Offset suspended from date of retirement to age 65. Effective
Jan 1, 2008 annual increases will not be less than the increase provided to retirees
under the OMERS plan which is currently equal to 100% of the increase in the
Consumer Price Index to a maximum of 6.0% per annum.

c) Liabilities
As of the most recent actuarial valuation of the Plan as at December 31, 2014, there
were no active members, 3 deferred members and 219 retirees and beneficiaries.

As of December 31, 2014, the going-concern liability of the plan was $77,821,100
compared to the actuarial value of assets of $82,150,100. On a solvency basis, the
liability was $76,623,200, while the assets (at market) were $82,050,100.

Objective of the Plan
The objective of the Plans is to provide members of the Plans with retirement benefits

prescribed under the terms thereof.

Investment and Risk Philosophy

‘The primary investment objective is to provide an economic return on assets sufficient to

fund plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plan and the City.

In recognition of the risk and return objectives of the Plan and the City, an initial Asset
Allocation Policy was developed based on the Plan’s current funded status and the
characteristics of the Plan and City. 1t is recognized, however, that the Plan return
requirements and risk tolerance will change over time, and the intent is to reallocate the
portfolio to lower risk allocations dynamically as the Plan’s funded status improves.

Administration
The General Manager of Finance and Corporate Services for the City of Hamilton is the
designated contact at the City for administrative purposes.

Pooling of Assets

For investment purposes, certain assets of the Plan are invested in units of the City of
Hamilton Defined Benefit Plans Master Trust, along with certain assets of the Hamilton-
Wentworth Retirement Fund and the Hamilton Street Railway Pension Plan (1994).

Up to 2 % of Plan assets may be invested outside of the City of Hamilton Defined Benefit
Plans Master Trust for operating expenses and liquidity purposes, in accordance with the
parameters set out in Section 3.02 (c) and (e) of the City of Hamilton Defined Benefit Plans
Master Trust SIPP. The provisions of the City of Hamilton Defined Benefit Plans Master
Trust SIPP apply to the investment of these assets.

Master Trust SIPP
The Master Trust SIPP is the policy that should be followed while investing the pooled
assets of the Hamilton Municipal Retirement Fund.
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Statement of Investment Policies & Procedures - Hamilton
Street Railway Pension Plan (1994)

Overview

1.01 Purpose of Statement
This Statement of Investment Policies and Procedures (the “ Hamilton Street Railway
Pension Plan SIPP”) provides the framework for the investment of the assets of the
Hamilton Street Railway Pension Plan (1994), registration number 0253344 (the “Plan”);

The objective of the Hamilton Street Railway Pension Plan SIPP is to ensure that the
assets of the Plan, together with expected contributions made by both the City and the
Plan members, shall be invested in a continued prudent and effective manner.

The Hamilton Street Railway Pension Plan SIPP is based on the “prudent person portfolio
approach” to ensure the prudent investment and administration of the assets of the Plan
(the “Fund”) are within the parameters set out in the Pension Benefits Act, (Ontario) and
the Regulations thereunder.

All provisions in the Master Trust SIPP apply to this Appendix.

1.02 Background of the Plan
The current Plan dates from January 1, 1994 when two former plans — Canada Coach
Lines and Hamilton Street Railway plans were merged. Effective January 1, 2009 this
contributory defined benefit plan was closed to new members and active members
stopped contributing and accruing service under the plan.

1.03 Plan Profile
a) Contributions

Under the terms of the Plan text, members’ contributions prior to 1999 were 7.5% of
earnings less contributions made to Canada Pension Plan. For the calendar years
1999 through 2008, members (depending on the year) either enjoyed a contribution
holiday or were limited to contribution rates of 1% of earnings. Effective January
2009, as members became City employees, no member contributions have been
required or permitted to be made to the Plan.

b) Benefits
Members receive a pension equal to 1.5% of average pensionable earnings up to the
average Year’s Maximum Pensionable Earnings (YMPE) as established under the
Canada Pension Plan, plus 2% of the excess, multiplied by years of credited service
accrued up to December 2008, The “average pensionable earnings” are defined as the
average of best five years’ earnings during the member’s credited service and
OMERS credited service, if any. The average YMPE is the average of the YMPE for
the last thirty-six months of plan membership.
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In the event that pensions accrued under the prior plan exceed the pension accrued
under the current plan for service prior to July 1, 1980, then the pension is increased
accordingly. Pensions are subject to annual indexing equal to the indexing provided
to retirees under the OMERS plan (100% of inflation to a maximum of 6% per
annum).

¢) Liabilities
As of the most recent actuarial valuation of the Plan as at January 1, 2017, there were
388 active members, 26 deferred members and 599 retirees and beneficiaries. The
average age of the active members was approximately 52.8 years with average
pensionable earnings of $66,849.

As of January 1, 2017, the going-concern liability of the plan was $214,681,000
compared to the actuarial value of assets of $193,491,000. Approximately 34.2% of
the accrued liability was related to active members, approximately 65.3% was related
to retirees, and approximately 0.5% was related to deferred members. On a solvency
basis, the liability was $219,410,000 while the assets (at market) were $193,291,000.
Both the going-concern and solvency deficits are being eliminated through a series of
special payments.

1.04 Objective of the Plan
The objective of the Plan is to provide members of the Plan with retirement benefits
prescribed under the terms thereof.

1.05 Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plan and the City.

In recognition of the risk and return objectives of the Plan and the City, an initial Asset
Allocation Policy was developed based on the Plan’s current funded status and the
characteristics of the Plan and City. It is recognized, however, that the Plan return
requirements and risk tolerance will change over time, and the intent is to reallocate the
portfolio to lower risk allocations dynamically as the Plan’s funded status improves.

1.06 Administration
The General Manager of Finance and Corporate Services for the City of Hamilton is the
designated contact at the City for administrative purposes.

1.07 Pooling of Assets
For investment purposes, certain assets of the Plan are invested in units of the City of
Hamilton Defined Benefit Plans Master Trust, along with certain assets of the Hamilton-
Wentworth Retirement Fund and the Hamilton Municipal Retirement Fund.

Up to 2 % of Plan assets may be invested outside of the City of Hamilton Defined Benefit
Plans Master Trust for operating expenses and liquidity purposes, in accordance with the
parameters set out in Section 3.02 (a), (c) and (¢) of the City of Hamilton Defined Benefit
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Plans Master Trust SIPP. The provisions of the City of Hamilton Defined Benefit Plans
Master Trust SIPP apply to the investment of these assets.

Master Trust SIPP
The Master Trust SIPP is the policy that should be followed while investing the pooled
assets of the Hamilton Street Railway Pension Plan (1994).
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Statement of Investment Policies & Procedures - The
Hamilton-Wentworth Retirement Fund

Overview

1.01 Purpose of Statement
This Statement of Investment Policies and Procedures (the “ Hamilton-Wentworth
Retirement Fund SIPP”) provides the framework for the investment of the assets of the
Hamilton-Wentworth Retirement Fund, registration number 1073352 (the “Plan®);

The objective of the Hamilton-Wentworth Retirement Fund SIPP is to ensure that the
assets of the Plan, together with expected contributions made by both the City and the -
Plan members, shall be invested in a continued prudent and effective manner.

The Hamilton-Wentworth Retirement Fund SIPP is based on the “prudent person
portfolio approach” to ensure the prudent investment and administration of the assets of
the Plan (the “Fund”) are within the parameters set out in the Pension Benefits Act,
(Ontario) and the Regulations thereunder.

All provisions in the Master Trust SIPP apply to this Appendix.

1.02 Background of the Plan
The Plan is a contributory, defined benefit Plan. Effective January 1, 1985 all active
Region Other Participants, excluding Police Civilians, were transferred to OMERS. The
liability to transfer such members to OMERS was met by monthly payments of $115,187
until December 31, 2000 and monthly payments of $361 thereafter, concluding
September 30, 2003. Effective January 1, 2002, the last active member retired from the
plan.

1.03 Plan Profile

a) Contributions
Under the terms of the Plan text:

For normal retirement age 60 class:

1) Senior Police Officers: contributions should be 7% of earnings up to the YMPE
plus 8.5% of contributory earnings in excess of YMPE.

2) Other Police Officers: contributions should be 6.5% of earnings up to YMPE
plus 8% of contributory earnings in excess of YMPE.

For a normal retirement age of 65 contributions should be 5.75% of earnings.
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b) Benefits
2% of average annual earnings in best 5 years before retirement for each year of
credited service up to 35 years reduced by 0.675% of the S-year average earnings up
to the final year’s YMPE for each year of contributory service after January 1, 1966.
CPP Offset suspended from date of retirement to age 65. Effective Jan 1, 2008
annual increases will not be less than the increase provided to retirees under the
OMERS plan, which is currently equal to 100% of the increase in the Consumer
Price Index to a maximum of 6.0% per annum.

¢) Liabilities
As of the most recent actuarial valuation of the Plan as at December 31, 2016, there
were no active members, no deferred members and 171 retirees and beneficiaries.

As of December 31, 2016, the going-concern liability of the plan was $55,249,000
compared to the actuarial value of assets of $59,443,000. On a solvency basis, the
liabilities were $63,005,000 while the assets were $59,373,000. Both deficits are
being eliminated through a series of special payments.

1.04 Objective of the Plan
The objective of the Plan is to provide members of the Plan with retirement benefits
prescribed under the terms thereof.

1.05 Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plan and the City.

In recognition of the risk and return objectives of the Plan and the City, an initial Asset
Allocation Policy was developed based on the Plan’s current funded status and the
characteristics of the Plan and City. It is recognized, however, that the Plan return
requirements and risk tolerance will change over time, and the intent is to reallocate the
portfolio to lower risk allocations dynamically as the Plan’s funded status improves.

1.06 Administration
The General Manager of Finance and Corporate Services for the City of Hamilton is the
designated contact at the City for administrative purposes.

1.07 Pooling of Assets
For investment purposes, certain assets of the Plan are invested in units of the City of
Hamilton Defined Benefit Plans Master Trust, along with certain assets of the Hamilton
Street Railway Pension Plan (1994) and the Hamilton Municipal Retirement Fund.

Up to 2 % of Plan assets may be invested outside of the City of Hamilton Defined Benefit
Plans Master Trust for operating expenses and liquidity purposes, in accordance with the
parameters set out in Section 3.02 (c) and (e) of the City of Hamilton Defined Benefit Plans
Master Trust SIPP, The provisions of the City of Hamilton Defined Benefit Plans Master
Trust SIPP apply to the investment of these assets.
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1.08 Master Trust SIPP
The Master Trust SIPP is the policy that should be followed while investing the pooled

assets of the Hamilton-Wentworth Retirement Fund Pension Plan.
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Appendix B — Compliance Reports
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The City of Hamilton Master Trust

Index Bond Manager
Compliance Report for the Quarter Ended
(date)
POLICY
GUIDELINES COMPLIED
WITH
, ASSET MIX (at Market Value) % YES/NO *
- FIXED INCQME‘ - BONDS 100%
CASH | SHORT-TERM & CASH 0%
_ CONSTRAINTS ‘
- GENERAL k - 7 : | Investment Policy Section 3.01 — General Guidelines
B ONDS = | Tnvestment Policy Section 3.02 (b) — Bonds
- CASH - : Investment Policy Section 3.02 (¢) — Cash
- DERIVATIVES . - f: Investment Policy Section 3.02 (¢) — Derivatives
- ,O'IV‘H,ER' - . - | Investment Policy Section 3.02 (¢) ~ Other Investments
. ':‘ . INDEX - Investment Policy Section 3.02 (f) - Index Mandates .
‘ QUALIT YREQUIREMLENTS .} Investment Policy Section 3.03 ~ Minimum Quality Requirements
- QUANIIT Y RES’I'RICT IONS - Investment Policy Section 3.04 ~ Maximum Quantity Restrictions
PRIOR PERM]SSION - Investment Policy Section 3.05 ~ Prior Permission Required
s PRO}IIBIIED INVESTMENTS | Tnvestment Policy Section 3.06 — Prohibited Investments
- SECURITIES LENDING - ' | Investment Policy Section 3.07 ~ Securities Lending
£ - _ RESPONSIBi]JT][ES | Investment Policy Section 4.01 (b) — Delegation of Responsibilities —
e Investment Managers
STANDARDS OF 'PR(‘)FIZ'SE IONAL: Investment Policy Section 4.04 - Standards of Professional Conduct
o coNpucr..
- VCO‘NFL'ICTS OF INTEREST = Investment Policy Section 5.01 - Conflicts of Interest
. VOTINGRIGH'I‘S | nvestment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY: SIGNED BY:
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The City of Hamilton Master Trust
Index Equity Manager

Compliance Report for the Quarter Ended

(date)
POLICY
GUIDELINES COMPLIED
WITH
ASSET MIX (at Market Valu) % YES/NO *
. EQUITIES -
: - Us.
EAFE
. ‘ TOTAL FOREIGN
— CASH SHORT-TERM & CASH
CONSTRAINTS
GENE RAL k Investment Policy Section 3.01 — General Guidelines
VEQUH:I;E-S‘—': Investment Policy Section 3.02 (a) — Canadian and Foreign Equities
= CASH . Investment Policy Section 3.02 (c) - Cash and Short Term Investments
. D 1 IRIVATIVES ‘ 7 Investment Policy Section 3.02 (d) — Derivatives
L - b’i‘HER INVESTMEN’I‘S Investment Policy Section 3.02 (¢) — Other Investments
- IND EX - . Investment Policy Section 3.02 (f) — Index Mandates
‘QUALITY REQUIREMENTS . Investment Policy Section 3.03 — Minimum Quality Requirements
QUANTIT Y RESTRICT IONS Investment Policy Section 3.04 — Maximum Quantity Restrictions
- P]iICR PERM]SSION; - | Investment Policy Section 3.05 — Prior Permission Required
- PR OH[BITEb lNVESTMENT S: Investment Policy Section 3.06 — Prohibited Investments
SECURIT 1ES LEND]NG 3 - | Investment Policy Section 3.07 — Securities Lending
' BORROW]N 3 . Investment Policy Section 3.08 — Borrowing
- BESPONSIBIIJT:ES ‘ Investment Policy Section 4.01 (b) — Delegation of Responsibilities —

Investment Managers

 STANDARDS OF PROFESSIONAL

Investment Policy Section 4.04 - Standards of Professional Conduct

~ _cowmpucr
- CONFLICTSOF INT EREST : Investment Policy Section 5.01 - Conflicts of Interest
= VOT]NG RIGHTS - | Investment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY:

SIGNED BY:
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App

The City of Hamilton Master Trust

Active Bond Manager
Compliance Report for the Quarter Ended
(date)
POLICY
GUIDELINES COMPLIED
WITH
 ASSET MIX (at Market Value) % YES/NO *
FIXEDINCOME BONDS 100%
sl SHORT-TERM & CASH 0%
‘ CONSTRAINTS 7
- GENERAL - Investment Policy Section 3,01 — General Guidelines
' BQND S Investment Policy Section 3.02 (b) — Bonds
-~ CASH s Investment Policy Section 3.02 (¢) — Cash
DERIVAT [VES -} Investment Policy Section 3.02 (c) — Derivatives
7 OTHLR - Investment Policy Section 3.02 (e) — Other Investments
E INDEX o Investment Policy Section 3.02 (f) — Index Mandates
- QUAI‘;ITY'REQUVIREMVEN"I"S Investment Policy Section 3.03 — Minimum Quality Requirements
- QUAN’IITY RES’;;RICTIQNS - Investment Policy Section 3.04 — Maximum Quantity Restrictions
- PRIOR PERM]SSION = Investment Policy Section 3.05 — Prior Permission Required
PROH[BIT E_D INVESTMENTS P - Investment Policy Section 3.06 — Prohibited Investments
- SECURI'I‘IES LENDING o Investment Poticy Section 3.07 - Securities Lending
. RESPONSIBEETIES : Investment Policy Section 4.01 (b) — Delegation of Responsibilities —
- = Investment Managers
: S’I’ANDARDS OF PROFESSIONAL Investment Policy Section 4.04 - Standards of Professional Conduct
. conpUCT
: CO! \IFLICTS OF H\ITIZREST . i | Investment Policy Section 5.01 - Conflicts of Interest
- VOTING RIGH‘IS - Investment Policy Section 5.08 - Voting Rights
* If policy not complied with, comment on specifics
COMPLETED BY: SIGNED BY:
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Aprg

The City of Hamilton Master Trust
Active Equity Manager

Compliance Report for the 'Quarter Ended

(date)
POLICY
GUIDELINES COMPLIED
WITH
_ ASSET MIX (at Market Value) . % YES/NO *
EQUITIES CANADIAN
. Us.
. EAFE
= TOTAL FOREIGN
G SHORT-TERM & CASH
~ CONSTRAINTS
: GENERAL ' Investment Policy Section 3.01 — General Guidelines
EQUITIES - . : | Investment Policy Section 3.02 (a) — Canadian and Foreign Equities
o  CASH 'k . Investment Policy Section 3.02 (¢) — Cash and Short Term Investments
i DERIVATIVES = Investment Policy Section 3.02 (d) — Derivatives
OTHER INVESTMENTS k - —“ Investment Policy Section 3.02 (e) — Other Investments
: INDEX o o = l Investment Policy Section 3.02 (f) — Index Mandates
‘ ‘QUAIVJVIVTY REQUIREMENTS - l Investment Policy Section 3.03 — Minimum Quality Requirements
, QUANT ITY RES'I'RICT IONS - _1 Investment Policy Section 3.04 — Maximum Quantity Restrictions
. PRIOR PERMISSION - | Investment Policy Section 3.05 — Prior Permission Required
 PROHIBITED iNVESTMENTS | Investment Policy Section 3.06 — Prohibited Investments
~SECURITI]jS LEND]NG 1 Investment Policy Section 3.07 — Securities Lending
- BORROWING; - ] Investment Policy Section 3.08 — Borrowing
_ RESPONSIBILITIES l Tnvestment Policy Section 4.01 (b) - Delegation of Responsibilities —

Investment Managers

 STANDARDS OF PROFESSIONAL | Investment Policy Section 4.04 - Standards of Professional Conduct
= CONDUCT

CONFLICI"S OFINTEREST - l Investment Policy Section 5.01 - Conflicts of Interest

: ':VOTINGVRIGHiI’S - ‘ | Investment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY: SIGNED BY:
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il INFORMATION REPORT

Hamilton
TO: Chair and Members

HMRF/HWRF Pension Administration Sub-Committee
COMMITTEE DATE: November 30, 2017

SUBJECT/REPORT NO: | Master Trust Pension Investment Performance Report
June 30, 2017 (FCS17088) (City Wide)

WARD(S) AFFECTED: | City Wide

PREPARED BY: Gerald T. Boychuk 905-546-4321

SUBMITTED BY: Brian McMullen
Director, Financial Planning, Administration and Policy
Corporate Services Department

SIGNATURE:

Council Direction:
Not Applicable.
Information:

Attached as Appendix “A” to Report FCS17088 are the first 10 pages of Aon Hewitt's
investment performance report for the Hamilton Retirement Fund (HMRF), the
Hamilton-Wentworth Retirement Fund (HWRF) and the Hamilton Street Railway (HSR),
as at June 30, 2017. Together, the three pension funds make up the Master Trust,
which is referred to as the “Plan” in this Report.

The Plan’s return for the one-year period ended June 30, 2017 of 9.0% outperformed its
benchmark of 7.5% by 1.5%. The market value of the assets of the Plan totalled
$334.3 M compared to June 30, 2016 of $324.4 M, an increase of $9.9 M.

The funded ratio increased to 70.3% and would have to increase to 75%, at which point,
bond holdings would be increased and equity holdings decreased. Currently, a funding
ratio of 70.3% enables a range of 30% to 50% for the Liability Matching Component
(LMC) and the fund is at 42.5% (Fixed Income). The plan should be decreasing equities

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute fo a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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and possibly increasing bonds which are limited to 50% going forward with due regard

to current market conditions in both markets.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high qualjty cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Table 1 below shows the Plan’s one-year (ended June 30) returns, the value added,
market value and funded status for the last five years.

Table 1
12 Months | 12 Months | 12 Months | 12 Months | 12 Months
ended ended ended ended ended

Jun.30/17 Jun.30/16 Jun.30/15 Jun.30/14 | Jun.30/13
Plan Return 9.0% 3.2% 6.3% 19.8% 9.6%
Benchmark 7.5% 3.8% 8.3% 19.1% 6.5%
Value Added 1.5% -0.6% -2.0% 0.7% 3.1%
Market VValue
($ Million) $334.3 $324.4 $333.6 $334.2 $299.5
Funded Status 70.3% 64.1% 70.0% 74.3% 71.4%

The Plan’s performance may be compared to the return earned in the broader pension
market in Canada. Attached as Appendix “B” to Report FCS17088, RBC reports its
universe of pension funds, which totals C$650 B and a median return of 1.4% in the
quarter ended June 30, 2017. The Plan’s annual return of 9.0% and quarterly return of
1.4% matched the median’s annual return of approximately 9.0% and quarterly return of
1.4%.

Asset Mix:
Table 2 below shows the percentage of Plan assets in each asset class as at
June 30, 2017 compared to December 31, 2016.

Table 2

Percentage of Plan Assets in Each Asset Class
Asset Class Jun.30, 2017 Dec.31,2016 Change Benchmark
Canadian Equity 31.9% 32.6% -0.7% 30.0%
Global Equity 25.1% 23.8% 1.3% 30.0%
Total Equity 57.0% 56.4% 0.6%
Cash - 0.5% 0.5% 0.0%
TDAM Long Bonds 22.4% 21.9% 0.5% 20%
TD Real Return Bonds 20.1% 21.3% -1.2% 20%
Total Fixed Income 43.0% 43.7% ~0.7%

Note: Anomelies due to rounding

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Managers’ Performance:
Managers’ investment performance relative to their benchmark is summarized in

Table 3, shown below. One-year rates of return are all as at June 30, 2017.

Table 3
Managers’ Performance
Value Added

One-Year Period Manager Benchmark | (Manager Return Less
Ended June 30, 2017 Return Return Benchmark Return)
Canadian Equity:

Guardian 11.7% 11.0% 0.7%

Letko 21.5% 11.0% 10.5%
Global Equity:

Brandes 22.2% 18.2% 4.0%

Aberdeen 16.4% 18.2% -1.8%

GMO 20.0% 18.2% 1.8%
Fixed Income:

TDAM Long Bonds 0.3% 0.4% -0.1%

TDAM Real Return Bonds -2.9% -2.7% -0.2%

Pension Investment Transfer - Update

Three options for potential pension investment transfers previously disclosed to the
Sub-Committee are “Pension Pooling”, migration to “OMERS” and possibly, migration to
private sector management. Migration to private sector management still exists.
“Pension Pooling”, the creation of a large management firm from which public sector
pension plans, may draw on varying investment portfolios in order to fund liabilities,
seems to have been put on hold with changes in Canada Pension and the shelving of
the Ontario sponsored pension.

The potential transfer of legacy plans in the municipal sector to OMERS is in process as
Toronto and Ottawa have been reviewing the feasibility over the past year. OMERS
has presented business cases to their boards on the consolidation of their legacy plans
in 2016. Toronto has agreed with OMERS to a discount rate and is in the process of
receiving a proposal soon and negotiating a final process. Hamilton will likely be
receiving its own proposal next year.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integnty, Courageous Change, Sensational Service, Engaged
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Appendices and Schedules Attached

Appendix “A” — Pages 1 to 9 of The City of Hamilton Master Trust Defined Benefit Plan
— Second Quarter 2017

Appendix “B” — RBC Investor & Treasury Services News Release: Canadian pension
returns post fifth consecutive quarter of gains

GB/dt
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Commentary and Recommendations
As of 30 June 2017

Mandate

Comments

Recommendations

Total Fund

The Total Fund's return of 1.4% outperformed the benchmark
return by 30 basis points.

Strong results in Canadian and Global equities added value while
an overweight position in Canadian equities slightly detracted
value.

The funded ratio decreased to 70.3% (from 70.5%) at
30 June 2017.

The bond allocation as of 30 June 2017 was within the range
determined acceptable for the current funded ratio of 70.3%;
therefore, the asset mix does not require rebalancing.

= Continue to monitor.

Guardian

Guardian's Q2 return of -1.7% underperformed the Index by 10
basis points.

Strong picks in the Materials (Franco-Nevada, Agnico, West
Fraser) and Financials (Brookfield, Intact) sectors were offset by
weak relative performance in the Energy (Shawcor, Cameco,
Vermillion) sector. '

Sector allocation had a slightly negative impact as an overweight to
Info Tech was offset by underweights to Telecomm, Health Care
and an overweight to Energy.

= No action required.

Letko

Letko's Q2 return of -0.6% was 100 basis points above the Index
return.

Sector allocation added value as an overweight to Consumer
Discretionary and Industrials and an underweight to Energy, the
worst performing sector, were partially offset by an underweight to
Financials and an overweight to Materials.

Stock selection had a neutral impact as strong picks in Industrials
and Materials were offset by weak picks in the Energy sector.

= No action required.
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Commentary and Recommendations

As of 30 June 2017

Aberdeen

Aberdeen’s Q2 return of 3.3% was 200 basis points higher than the
Index return.

Aberdeen’s outperformance was mainly due to stock selection, as
strong picks within several sectors, most notably Info Tech
(Samsung) and Consumer Staples added value. Weak picks in
Energy (EOG Resource) detracted from value.

Sector allocation had a slightly negative impact with no significant
impacts from any particular sectors.

Aberdeen announced £2.0 billion in net outflows from its equity
strategies in the first calendar quarter of 2017. This is in addition
to the £6.6 billion outflow from equity strategies in the fourth
quarter. The first quarter of 2017 marks the 16™ consecutive

quarter of net outflows.

— Second quarter data has not been provided yet as the
company has not announced its Q2 results.

We believe the level of net outflows experienced to date is still
manageable for Aberdeen’s business. In 2016, Aberdeen’s
relative equity performance was positive, making it more likely
that outflows will slow down in the medium term. We continue to
monitor Aberdeen closely as it has already lost some staff and
further outflows are likely to have a negative impact on staff
morale and dampen the equity business’ profitability.

Our rating for the global equity strategies remains ‘Qualified’ at
this time, but we will continue to monitor the situation closely and
will keep you informed of any change in our views.

Aberdeen has experienced some senior staff departures including
Chong Yoon-Chou (Investment Director in the Asian equity team),
John Brett (Head of Global Distribution) and Anne Richards (CIO).

It was announced on 6 March 2017 that Standard Life and
Aberdeen have agreed in principle to the terms of a merger. The
merger will be subject to shareholder and regulatory approvals
and the firms are targeting Q3 2017 to complete it.

Monitor performance and the manager carefully.

Brandes

Brandes' Q2 return of 1.1% underperformed the Index by 20 basis

points.

Brandes' underperformance was due to both sector allocation
decisions and stock selection. Overweights to Energy and Cash
detracted from value while overweights to Financials and Health
Care added value.

Stock selection also detracted as weak picks in Health Care,
Industrials and Consumer Discretionary more than offset strong
picks in Financials and Info Tech.

No action required.
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Commentary and Recommendations

As of 30 June 2017

GMO's return of 2.4% outperformed the Index by 110 basis points. | =
Stock selection added the most value as portfolio holdings in eight | «

of eleven sectors, most notably Financials, the Consumer sectors
and Energy outperformed.

GMO's regional allocation to equities had a slightly positive impact.
Positive allocation to Emerging Markets and Europe was largely
offset by weak performance in High Quality (80% domiciled in the
U.S.) relative to the benchmark.

No action required

Effective 30 June 2017, GMO’s Global Equity team assumed
portfolio management responsibilities for the strategies previously
managed by the International Active team.

TDAM

TDAM long bond portfolio's return of 4.0% underperformed the
Index return by 10 basis points.

TDAM's real return bond return of 1.4% matched the Index return
for the quarter.

No action required.
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Latest Thinking

During the last quarter, we have produced papers on the following topics. Although these topics may not be directly applicable to your plan, they may be of general
interest and provide some insight into Aon Hewitt’s global research. For more details, please contact your Aon Hewitt Investment Consultant.

Topic i | Summary

Canadian Real Estate The REALpac/IPD Canada Quarterly Property Index (IPD) is currently the most readily available and generally accepted index of
Benchmarking direct real estate performance in Canada. Over the last several years an effort has been underway to produce the REALpac /IPD
Canada Quarterly Property Fund Index (PFI).

This paper looks at some of the key differences between the IPD and the PFI.

http://www.aon.com/canada/attachments/thought-leadership/report-ic-Canadian-Real-Estate-Benchmarking.pdf

Making Portfolios More | Investment management fees are highly relevant to portfolio performance. Making portfolios more fee-efficient is not necessarily
Fee Efficient about reducing fees; rather it is about paying for things that add value.

This paper, written in the U.S., describes a toolkit of approaches for making portfolios more fee-efficient.

www.aon.com/canada/attachments/thought-leadership/report-IC-Making-Portfolios-More-Fee-Efficient.pdf

Managed Futures Investors looking to improve the quality of returns in their portfolio often look to make allocations to strategies that have low
correlations to their other holdings. One such strategy to consider is a managed futures strategy. Managed Futures offer potential
risk, historical performance and diversification opportunities, as a standalone investment or within a wider mandate.

This paper, written in the United Kingdom, was inspired by a more in-depth paper produced last guarter, and provides an introduction
to managed futures.

hitp://www.aon.com/canada/attachments/thought-leadership/report IC_Managed Futures_July 2017.pdf

T + 2 Settlement The North American securities markets will be moving to a maximum security settlement cycle of T+2 (trade date plus two days)
from the current T+3 settiement cycle on September 5, 2017.

This paper briefly discusses the parties impacted by the move to T+2 settlement and how clients may be impacted.

http://www.aon.com/canada/attachments/thought-leadership/infobulletin/pub_infobulletin T2Settlement Newsletter.pdf

For more timely access to our latest thinking, please visit and subscribe to the Aon Hewitt Retirement & Investment Blog:
hitps://retirementandinvestmentblog.aon.com/

T00-LT Moday
99]jjwwio)-gqng
uoisuad J4MIN/JHINH
3 xipuaddy

Page 5




Page 215 of 249

Executive Summary

Trailing Period Performance -
As of 30 June 2017

Allocation Performance (%)
I\\A/?n:j:t o 1 1 2 3 4 5 10
Quarter Year Years Years Years Years Years

‘ ($000) ‘
TotalFund ol gy 334282 ‘ 9.0 (B 1 64 (49 6.2 (67) : - 5.2 (94)
Benchmark 1.1 (18) 7.5 (92) 56 (72) 6.5 (54) 9.5 (59) 8.9 (93) 55 (91)
Value Added 0.3 15 0.5 -0.3 -0.1 0.5 -0.3
Cahadian Eqityil 00 i 11106643 1 13:4.::(8)
S&P/TSX Composite -1.6 (58) 11.0 (65) 5.3 (70) 3.1 (71) 9.0 (78) 8.7 (90) 3.9 (85)
Value Added -0.1 0.7 21 2.0 1.2 1.3 0.9

'S&PITSX Composite 16 (58) 11.0 (65) 53 (70) 3.1 (71) 9.0 (78) 8.7 (90) 3.9 (85)
Value Added 1.0 10.5 5.8 46 42 6.6 3.7
184063

MSCI World (Net) (CAD) 13 (71) 18.2 (60) 9.3 (55) 12.4 (60) 155 (59) 16.9 (66) 6.1 (77)
Value Added 2.0 1.8 -1.9 5.0 46 48 -
MSCI World (Net) (CAD) 13 (71) 18.2 (60) 9.3 (55) 12.4 (60) 155 (59) 16.9 (66) 7
Value Added 02 4.0 26 2.9 0.8 0.2

MSCI World (Net) (CAD) 13 (71) 18.2 (60) 9.3 (55) 12.4 (60) 155 (59) 16.9 (66) 6.1 (77)
Value Added 14 1.8 13 3.1 2.8 29 -

142,083 |

ong Term Bon

-
Value Added 85
29
FTSE TMX Real Return Bond 1.4 2.7 1.2 2.6 4.0 1.1 54 e 3
Value Added 0.0 -0.2 -0.1 0.1 0.0 0.3 - S 3,
o=
=
)
*GMO returns are reported net-of-fees.
Parentheses contain percentile rankings.
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‘ :
B e

SRR DL U RS AT Trailing Period Performance

As of 30 June 2017

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

| 3.2 (40) 119.8. (29) 068 (7 2 8 A2 e 7.7.(48) A (5) 1756, (4)
Benchmark 7.5 (92) 3.8 (29) 83 (48) 191 (42 6.5 (96) 14 (29) 132 (69) 8.1 (44) -10.6 (68) 03 (33) 146 (50)
Value Added 15 06 20 0.7 3.1 0.9 1.1 04 12 5.7 3.0
Canadian Equities |11 4101001 17.7,04(3). ] ; ‘ ; : . ; 1.0 (59) =211 (42) 1 +0.61(69)  30.6 1(10)
S&P/TSX Composite 110 (65) -0.2 (83) -1.2 (65 287 (65) 7.9 (93) -103 (64) 209 (57) 120 (54) -25.7 (67) 6.7 (32) 227 (63)
Value Added 0.7 35 1.9 2.0 14 7.2 07 74 34 27 6.3

i

hi el Sbtd

S&P/TSX Composite 11.0 (65) -02 (63) -1.2 (65) 287 (65) 7.9 (93) -10.3 (64) 20.9 (57) 120 (54) -25.7 (67) 67 (32) 22.7 (63)
Value Added 10.5 17 2.6 2.4 16.3 3.4 05 2.2 8.3 038 7.0
Global Equities]|! DA BB 22 @A)L - 23.10(28)
MSCI World (Net) (CAD) 182 (60) 11 (42) 189 (59) 252 (53)  22.7 (57) 04 (52) 185 (58) 08 (76) -19.3 (62) -14.8 (61) 182 (69)
Value Added 1.8 2.1 113 32 55 3.9 02 - - - -

MSCI World (Net) (CAD) ) 0.8 (76) 193 (62)
Value Added 40 7.9 36 6.4 46 1.9 1.3 12 1.9

60) 11 (42) 189 (59) 252 (53) 22.7 (57) 04 (52) 185 (58) 08 (76) -19.3 (62) -14.8 (61) . 18.2 (69)
3.9 7.0 1.4 37 2.5 1.9 - -

FTSE TMX Long Term Bond G 101
Value Added -0.1 0.3 -1.1 0.4

FTSE TMX Real Return Bond -2.7 53 5.6 8.1 -9.9 14.9 1.7 122 -3.8 16.2
Value Added -0.2 0.1 0.2 0.1 1.4

Parentheses contain percentile rankings.
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Funded Status and Glide Path Information

As of June 30, 2017

Funded Status

B o s s o s st et A 0 5 0 55 0 S 8 8 518 100% -
90%
5 80%
2 3
g _:-25 70%
= < 60%
@ 8
[7/] 0,
-100 g 50%
2200 e = 40%
4 A B O, ehd il 30%
2© N0 N R R NV 20D 1 1D 0 b N 0 101010 10,8 10 10 X L
S N O O 20% r : . . . r r . :
 Funded Stafus Assets Lsbilly Prosy 60% 65% 70% 75% 80% 85% 90% 95% 100% 105%
Funded Ratio
110%
Snapshot (Wind-Up) 30-Sep-16  31-Dec-16  31-Mar-17  30-Jun-17
100% — 75% to 5% LMC Market value of assets ($ Millions) $334.8 $330.3 $335.6 $334.3
s 68% to 5% LMC Liability proxy ($ Millions) $511.9 $481.8 $476.1 $475.5
90% s 60% to 88% LMC Funded status ($ Millions) ($177.1)  {$151.5)  ($140.5) ($141.2)
2 s 53% to 0% LMC Funded ratio 165.4% 68.6% 70.5% 70.3%
g 80% i 45% to T9% LMC Current LMC Asset Allocation 46.4% 43.2% 42.1% 42.5%
% (3 £ «: 38% to 65% LMC
g i 30% to 80% LMC Rebalancing
w 70% : 0% to 50% LMC " - -
e R - The rebalancing strategy for this plan requires that assets be rebalanced to the target
. Hneesrete allocation (indicated by the red line) whenever the LMC Asset Allocation falls outside of the
60% range deemed acceptable for a given funded ratio (indicated by the dashed lines).
- Because the LMC Asset Allocation as of June 30, 2017 is within the range determined
50% acceptable for the current funded ratio (70%), the asset mix does not require rebalancing
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Canadian pension returns post fifth consecutive quarter
of gains: RBC Investor & Treasury Services

Canadian equiities struggled during Q2 2017, losing -1.9 per cent while total
returns for Q2 2017 stt at 1.4 per cent

Toronto, August 8, 2017 — Canadian defined benefit pension plans remained resilient in the face of
weakening domestic equities, with second quarter returns of 1.4 per cent, according to Q2 2017 figures
from RBC. Tracking $650 billion of assets under management, the RBC Investor & Treasury Services All
Plan Universe is the most comprehensive overview of Canadian Defined Benefit pension plans.

Canadian equity returns slipped into negative territory with returns of -1.9 per cent in Q2 2017, compared
with 2.3 per cent for the previous quarter, mirroring the TSX Composite Index which reported -1.6 per
cent in Q2 2017, down from previous gains of 2.4 per cent.

“Despite positive economic indicators of a healthy Canadian economy, depressed energy and
commodities were amongst the poorest performing sectors to drag on domestic equities,” said James
Rausch, Head of Client Coverage, Canada, RBC Investor & Treasury Services, as oil prices fell over 15
per cent since the beginning of the year and reserves of oil remain above average.

"Nevertheless, Canadian pension fund managers have continued to prudently manage portfolio
allocations, remaining underweight in Canadian equities compared to domestic fixed income and global
equities and generating yet another positive overall return for the quarter,” Rausch said.

Although global equities moved off their strong returns of 6.2 per cent in Q1 2017, posting just 2.3 per
cent for the quarter, stocks continued to respond to continued positive global economic data, such as
encouraging signs of a stable recovery in Europe and healthy quarterly earnings. Any enthusiasm was
dampened, however, by disappointing growth numbers and political risk factors from the U.S., along with
considerations that the recovery in most equities is approaching its natural ceiling; the MSCI World Index
slipping from 5.8 per cent to 1.3 per cent in Q2 2017.

After their foray into negative territory in Q4 2016 (-3.4 per cent), Canadian fixed income returns
consolidated their recovery from the previous quarter, again posting gains of 1.4 per cent. This was
against a general backdrop of weakness in global bond markets, as central banks increasingly consider
calling time on stimulus packages and preparing the ground for possible rises in interest rates, prompting
a slight bounce in bond yields in anticipation of a move in that direction by the Bank of Canada. The FTSE
TMX Universe Canadian bond index also remained positive, gaining 1.1 per cent for the quarter.

The strengthening Canadian dollar continued to put pressure on stocks and bonds over the quarter; the
US dollar continued its slide against the Canadian dollar, falling further into the red at -2.62 per cent,
down from -0.6 per centin Q1 2017.
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HISTORIC PERFORMANCE

Period Return (%) | Period Return (%)
Q2 2017 1.4 Q12015 6.6
Q12017 2.9 Q4 2014 2.7
Q4 2016 0.5 Q3 2014 1.1
Q3 2016 4.2 Q2 2014 3.0
Q2 2016 2.9 Q12014 4.8
Q120186 0.0 Q4 2013 6.1
Q4 2015 3.1 Q32013 3.6
Q32015 -2.0 Q2 2013 0.0
Q2 2015 -1.8 Q12013 4.4
-ends-

For more information, please contact:
Briana D'Archi

+1 416 955 5658
briana.darchi@rbc.com

Adam Lister
+44 (0)20 7653 4978
adam.lister@rbc.com

About the RBC Investor & Treasury Services All Plan Universe

For the past 30 years, RBC Investor & Treasury Services (RBC I1&TS) has managed one of the industry’s
largest and most comprehensive universes of Canadian pension plans. The "All Plan Universe” currently
tracks the performance and asset allocation of over $650 billion in assets under management across
Canadian defined benefit (DB) pension plans, and is a widely-recognized performance benchmark
indicator. The RBC Investor & Treasury Services “All Plan Universe” is produced by RBC I&TS’ Risk &
Investment Analytics (R&IA) service. R&IA work in partnership with best-in-class technology to deliver
independent and cost effective solutions designed to help institutional investor clients monitor investment
decisions, optimize performance, reduce costs, mitigate risk and increase governance capability.

About RBC Investor & Treasury Services

RBC Investor & Treasury Services (RBC 1&TS) is a specialist provider of asset services, custody,
payments and treasury services for financial and other institutional investors worldwide. We serve clients
from 19 countries across North America, Europe, Asia and Australia, delivering services to safeguard
client assets and maximize liquidity. Rated by our clients as the #1 global custodian for six consecutive
years (Global Custody Survey, Global Investor ISF, 2011 to 2016), RBC I&TS is trusted with over CAD 4
trillion in client assets under administration as at April 30, 2017.
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About RBC
Rovyal Bank of Canada is Canada'’s largest bank, and one of the largest banks in the world, based on

market capitalization. We are one of North America’s leading diversified financial services companies,
and provide personal and commercial banking, wealth management, insurance, investor services and
capital markets products and services on a global basis. We have over 80,000 full- and part-time
employees who serve more than 16 million personal, business, public sector and institutional clients
through offices in Canada, the U.S. and 35 other countries. For more information, please visit
http:/ww.rbe.com/.

RBC helps communities prosper, supporting a broad range of community initiatives through donations,
community investments and employee volunteer activities. For more information please see:
http:/iwww.rbc.com/community-sustainability/.

RBC Investor & Treasury Services™ is a global brand name and is part of Royal Bank of Canada. RBC Investor & Treasury Services is a
specialist provider of asset servicing, custody, payments and treasury services for financial and other institutional investors worldwide. RBC
Investor Services™ operates through the following primary operating companies: Royal Bank of Canada, RBC Investor Services Trust and
RBC Investor Services Bank S.A., and their branches and affiliates. These malerials are provided by RBC Investor & Treasury Services (RBC
1&TS) for general information purposes only. RBC 1&TS makes no representation or warranties and accepts no responsibility or liability of any
kind for their accuracy, reliability or completeness or for any action taken, or resuits obtained, from the use of the materiais. Readers should be
aware that the content of these materials should not be regarded as legal, accounting, investment, financial, or other professional advice, nor is
itintended for such use. ® / ™ Trademarks of Royal Bank of Canada. Used under licence.
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CITY OF HAMILTON
= CORPORATE SERVICES

11 Financial Planning, Administration and Policy
Hamilton
TO: Chair and Members
Audit, Finance and Administration Committee
COMMITTEE DATE: January 22, 2018

SUBJECT/REPORT NO: | City of Hamilton / Ministry of Transportation 2017-2018
Dedicated Gas Tax Funding Agreement (FCS18013) (City

Wide)
WARD(S) AFFECTED: | City Wide
PREPARED BY: Craig Webb, CPA, CMA, (905) 546-2424, Ext. 1870
SUBMITTED BY: Mike Zegarac

General Manager
Finance and Corporate Services

SIGNATURE:

RECOMMENDATION

(@) That the Mayor and General Manager, Finance and Corporate Services be
authorized and directed to enter into an Agreement between the City of Hamilton
and the Province of Ontario related to the funding commitment made by the
Province of Ontario to the municipality under the Dedicated Gas Tax Funds For
Hamilton’s Public Transportation Program;

(b)  That the Mayor and General Manager, Finance and Corporate Services be
authorized and directed to execute the Letter of Agreement attached as
Appendix “A” to Report FCS18013;

(c) That the By-law attached as Appendix “C” to Report FCS18013 authorizing and
directing the Mayor and General Manager, Finance and Corporate Services to
sign a Letter of Agreement between the City of Hamilton and the Province of
Ontario with respect to funding under the Dedicated Gas Tax Funds for Public
Transportation Program, be passed,

(d) That, upon being passed, a certified copy of the By-law, together with two copies
of the signed Letter of Agreement, be forwarded to the Ministry of Transportation.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Caulture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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SUBJECT: City of Hamilton/Ministry of Transportation 2017-2018 Dedicated Gas
Tax Funding Agreement (FCS18013) (City Wide) - Page 2 of 4

EXECUTIVE SUMMARY

The attached By-law, accompanying Agreement, guidelines and requirements are
provided as a condition of the transfer of funding, provided by the Province of Ontario to
the City of Hamilton under the dedicated gas tax funds for public transportation
program. Under the terms and conditions of the attached Agreement, a by-law is
required to authorize the Mayor and City Treasurer to sign the “Letter of Agreement
between Her Majesty the Queen in Right of the Province of Ontario, Represented by the
Minister of Transportation for the Province of Ontario and the City of Hamilton related to
Funding Provided by the Province of Ontario to the Municipality under the Dedicated
Gas Tax Funds for Public Transportation Program”.

Municipalities receiving dedicated gas tax funds must meet the requirements set out in
the “2017 / 2018 Guidelines and Requirements”, attached as Appendix “B” to
Report FCS18013.

Alternatives for Consideration — Not Applicable
FINANCIAL — STAFFING — LEGAL IMPLICATIONS

Financial: Ratification of the Letter of Agreement is a condition of the City of Hamilton
becoming eligible for an estimated $11,192,903 in provincial funding relating
to 2017 / 2018 as part of the 2017 / 2018 program. This represents an
increase of 4.9% over the previous 12-month total allocation of $10,669,638.

Staffing: None.

Legal: The enacting of the supporting By-law per Appendix “C” to Report FCS18013
is a requirement to receive funding under the Dedicated Gas Tax Funds for
Public Transportation Program.

HISTORICAL BACKGROUND

In 2013, the Province of Ontario moved forward with its commitment to make Gas Tax
funding permanent. As part of that commitment, the Province of Ontario, under the
Dedicated Gas Tax Funds for the Public Transportation Program, is providing funding in
the amount of $11,192,903 to the City of Hamilton, in accordance with and subject to
the terms set out in the attached Letter of Agreement (forms part of the authorizing
By-law attached as Appendix “A” to Report FCS18013) and the 2017 / 2018 Guidelines
and Requirements (attached as Appendix “B” to Report FCS18013). The Province of
Ontario, under the above-noted program, will provide two cents of the existing provincial
gas tax to municipalities to support public transportation. In this, the fourteenth year of
the program, that is $357.2 million in funding.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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SUBJECT: City of Hamilton/Ministry of Transportation 2017-2018 Dedicated Gas
Tax Funding Agreement (FCS18013) (City Wide) - Page 3 of 4

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS
None.

RELEVANT CONSULTATION

None.

ANALYSIS AND RATIONALE FOR RECOMMENDATION

Under the Dedicated Gas Tax Funds for the Public Transportation Program, funding
allocated is based on 70% transit ridership and 30% municipal population.

The funding received is deposited into a dedicated reserve that is used to fund the
expansion of public transit in terms of capital infrastructure and operating budget
funding related to levels of service.

ALTERNATIVES FOR CONSIDERATION
None.
ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Community Engagement & Participation
Hamilton has an open, transparent and accessible approach to City government that
engages with and empowers all citizens to be involved in their community.

Economic Prosperity and Growth
Hamilton has a prosperous and diverse local economy where people have opportunities
to grow and develop.

Healthy and Safe Communities
Hamilton is a safe and supportive city where people are active, healthy, and have a high
quality of life.

Clean and Green
Hamilton is environmentally sustainable with a healthy balance of natural and urban
spaces.

Built Environment and Infrastructure
Hamilton is supported by state of the art infrastructure, transportation options, buildings
and public spaces that create a dynamic City.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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SUBJECT: City of Hamilton/Ministry of Transportation 2017-2018 Dedicated Gas
Tax Funding Agreement (FCS18013) (City Wide) - Page 4 of 4

Culture and Diversity
Hamilton is a thriving, vibrant place for arts, culture, and heritage where diversity and
inclusivity are embraced and celebrated.

Our People and Performance
Hamiltonians have a high level of trust and confidence in their City government.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” — Letter of Agreement between the City of Hamilton and the Province of
Ontario

Appendix “B” — 2017 / 2018 Guidelines and Requirements

Appendix “C” — 2017 City of Hamilton / Ministry of Transportation Gas Tax Funding
Agreement By-law

CW/dt

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy, safe and prosperous
community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service, Engaged
Empowered Employees.
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Ministry of Ministére des

Transportation Transports

Office of the Minister Bureau du ministre @'
Ferguson Black, 3™ Floor Edifice Ferguson, 3° étage

77 Wellesley St. West 77, rue Wellesley ousst

Toronto, Ontario Toronto (Ontario) Onlatio
M7A 128 M7A 128

416-327-9200 416-327-9200

www.ontarlo.caltransportation www.ontario.caftransports

December 19, 2017

His Worship Fred Eisenberger
Mayor

City of Hamilton

71 Main Street West
Hamilton, ON L8P 4Y5

Dear Mayor Eisenberger:

RE: Letter of Agreement between Her Majesty the Queen in right of the
Province of Ontario, represented by the Minister of Transportation
for the Province of Ontario (the “Ministry”) and the City of Hamilton
(the “Municipality”) Related to Funding Provided by the Province of
Ontario (the “Province”) to the Municipality under the Dedicated Gas
Tax Funds for Public Transportation Program (this “Letter of
Agreement”)

This Letter of Agreement sets out the terms and conditions for the use of
dedicated gas tax funds by municipalities for public transportation.

As the Province desires to increase public transportation ridership to support the
development of strong communities, the Ministry maintains a Dedicated Gas Tax
Funds for Public Transportation Program (the “Program”), under which two cents
of the existing provincial gas tax is provided to municipalities for public
transportation expenditures.

Following the passage of the Dedicated Funding for Public Transportation Act,
2013 (the "DFPTA"), a portion of the tax that is paid to Ontario under the
Gasoline Tax Act in each fiscal year is dedicated to the provision of grants,
including those pursuant to the Program, to municipalities for public
fransportation.

Any funding to the Municipality by the Ministry will be provided in accordance
with the terms and conditions set out in this Letter of Agreement and the
enclosed Dedicated Gas Tax Funds for Public Transportation Program 2017/18
Guidelines and Requirements (the "guidelines and requirements”).

2
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In consideration of the mutual covenants and agreements contained in this Letter
of Agreement and the guidelines and requirements, which the Municipality has
reviewed and understands and are hereby incorporated by reference, and other
good and valuable consideration, the receipt and sufficiency of which are
expressly acknowledged, the Ministry and the Municipality agree as follows:

1. To support increased public transportation ridership in the Municipality, and in
recognition of the Municipality's need for predictable and sustainable funding
to support investments in the renewal and expansion of public transportation
systems, the Ministry agrees to provide funding to the Municipality under the
Program to a maximum amount up to $11,192,903 in accordance with, and
subject to, the terms set out in this Letter of Agreement and, for greater
clarity, the guidelines and requirements, with $8,394,677 payable on receipt
of this signed Letter of Agreement and related authorizing municipal by-law(s)
and, if applicable, resolution(s), and any remaining payment(s) payable
thereafter.

2. Despite Section 1, the Municipality understands and agrees that any amount
payable under this Letter of Agreement may be subject, at the Ministry’s sole
discretion, to adjustment to reflect final gas tax receipts and any other
adjustments as set out in the guidelines and requirements.

3. If the Municipality receives dedicated gas tax funds on behalf of any other
municipality, and the other municipality has agreed to the Municipality
collecting the dedicated gas tax funds on its behalf, the Municipality shall
provide, upon request and in compliance with the requirements set out in the
guidelines and requirements, any applicable municipal by-law(s) and legal
agreement(s) between the Municipality and the other municipality providing
for such arrangement to the Ministry prior to the payment of any dedicated
gas tax funds by the Ministry under this Letter of Agreement.

4. The Municipality shall deposit the funds received under this Letter of
Agreement in a dedicated gas tax funds reserve account, and use such
funds and any related interest only in accordance with the guidelines and
requirements.

5. The Municipality shall adhere to the reporting and accountability measures
set out in the guidelines and requirements, and shall provide all requested
documents to the Ministry.

6. The Municipality understands and agrees that the funding provided under
this Letter of Agreement represents the full extent of the Ministry's and
Province's financial contribution under the Program, and that no additional
funds will be provided by either the Ministry or the Province for such
purposes to the Municipality for the 2017/18 Program year.

.13
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3.

The Ministry may terminate this Letter of Agreement at any time, without
liability, penalty or costs upon giving at least thirty (30) days written notice to
the Municipality. If the Ministry terminates this Letter of Agreement upon
notice, the Ministry may take one or more of the following actions: (a) cancel
all further payments of dedicated gas tax funds; (b) demand from the
Municipality the payment of any dedicated gas tax funds remaining in the
possession or under the control of the Municipality; and (c) determine the
reasonable costs for the Municipality to terminate any binding agreement(s)
for the acquisition of eligible public transportation services acquired, or to be
acquired, with dedicated gas tax funds provided under this Letter of
Agreement, and do either or both of the following: (i) permit the Municipality
to offset such costs against the amount the Municipality owes pursuant to
paragraph 7(b); and (ii) subject to section 1, provide the Municipality with
funding to cover, in whole or in part, such costs.

The funding may be provided only if there is an appropriation for this
purpose, and in no event will the funding result in the maximum funding
under this Letter of Agreement exceeding the amount specified under
Section 1.

Any provisions which by their nature are intended to survive the termination
or expiration of this Letter of Agreement including, without limitation, those
related to disposition, accountability, records, audit, inspection, reporting,
communication, liability, indemnity, and rights and remedies will survive its
termination or expiration.

This Letter of Agreement may only be amended by a written agreement duly
executed by the Ministry and the Municipality.

The Municipality agrees that it will not assign any of its rights or obligations
under this Letter of Agreement.

The invalidity or unenforceability of any provision of the Letter of Agreement
will not affect the validity or enforceability of any other provision of the Letter
of Agreement. Any invalid or unenforceable provision will be deemed to be
severed.

The term of this Letter of Agreement will commence on the date of the last
signature of this Letter of Agreement.

The Municipality hereby consents to the execution by the Ministry of this
Letter of Agreement by means of an electronic signature.

.14
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If the Municipality is satisfied with and accepts the terms and conditions of this
Letter of Agreement, please secure the required signatures for the four enclosed
copies of this Letter of Agreement and return two fully signed copies to:

Ministry of Transportation

Division Services and Program Management Office
27th Floor, Suite #2702

777 Bay Street,

Toronto, Ontario

M7A 2J8

Once the Ministry has received the copies of this Letter of Agreement signed by
the Municipality and authorizing municipal by-law(s) and, if applicable
resolution(s), the Ministry will make arrangements for the payment of the
dedicated gas tax funds to the Municipality.

Yours sincerely,

po e

Steven Del Duca
Minister of Transportation

| have read and understand the terms of this Letter of Agreement, as set out
above, and, by signing below, | am signifying the Municipality's consent fo be
bound by these terms.

City of Hamilton

Per: Date;
Mayor

Per: Date:
Chief Financial Officet/Treasurer
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DEDICATED GAS TAX FUNDS FOR PUBLIC TRANSPORTATION PROGRAM

2017/2018 GUIDELINES & REQUIREMENTS

1. DEFINITIONS

When used in these guidelines and requirements, the words set out below that import the
singular include the plural and vice versa:

“‘baseline spending” means a municipality’s spending level, which equals the average
municipal own spending on public transportation for the years 2001 to 2003 and includes a
rate of 2% per year for inflation. For new transit systems that were not operational from 2001
to 2003, the baseline will be determined at the Ministry’s discretion until the municipality has
three years of operation, whereby the first three years of municipal spending will be averaged
and a rate of 2% per year for inflation will be applied.

“Canadian Content Policy” means the Canadian Content for Transit Vehicle Procurement
Policy, attached to these guidelines and requirements as Appendix B: Canadian Content
Policy, which the Ministry may amend from time to time.

“dedicated gas tax funds” means the money provided by the Ministry to a municipality to be
used strictly towards eligible expenditures that are reasonable, in the opinion of the Ministry,
and related directly to the provision of public transportation services, and “dedicated gas tax
funding” has the same meaning.

“dedicated gas tax funds reserve account” means an interest bearing account set up by a
municipality, under its name and in a Canadian financial institution, where dedicated gas tax
funds are deposited and can be tracked separately from any other funds that may be in the
account. This does not need to be a separate account, so long as the dedicated gas tax funds
can be tracked separately.

‘DFPTA” means the Dedicated Funding for Public Transportation Act, 2013, S.0O. 2013, c. 2,
Sched. 3.

“eligible expenditures” means expenditures made by a municipality in direct support of public
transportation operating or capital, or both, costs in accordance with Article 3 of these
guidelines and requirements.

“guidelines and requirements” means these guidelines and requirements entitled “Dedicated
Gas Tax Funds for Public Transportation Program — 2017/2018 Guidelines and
Requirements”, including Appendices A, B and C to these guidelines and requirements, which
the Ministry may amend from time to time.

“host municipality” means a host municipality as described in Section 4.2.
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‘indemnified parties” means Her Majesty the Queen in right of Ontario, Her ministers, agents,
appointees, and employees.

“letter of agreement” means an agreement entered into between the Ministry and a
municipality, including a host municipality, that sets out the terms and conditions under which
the Ministry agrees to provide dedicated gas tax funds to the municipality, including those
under these guidelines and requirements, and any amendments to the letter of agreement.

“losses” means any and all liability, loss, costs, damages or expenses (including legal, expert
and consultant fees).

“‘major refurbishment” means: (a) for a subway car, light rail car, streetcar or trolley bus, the
refurbishment where the life cycle is extended for a minimum of six years beyond the designed
life cycle set out by the manufacturer; and (b) for a bus thirty feet in length or over, the
refurbishment where, when the bus reaches a minimum age of nine years, the life cycle of the
bus is extended for a minimum of six years.

“‘Ministry” and “Minister”, respectively, means the Ministry of Transportation, which is
responsible for the administration of the Program and the Minister responsible for the Ministry.

“‘municipal own spending on public transportation” means the funds, including those received
from total operating revenue and local public donations, that a municipality contributes towards
public transportation expenditures, including funds it contributes for operating and capital
expenditures.

“‘personnel” includes the advisors, appointees, directors, officers, employees, agents, partners,
affiliates, volunteers or subcontractors of a municipality.

“proceeding” means any and all causes of action, actions, claims, demands, lawsuits or other
proceedings.

“Program” means the Dedicated Gas Tax Funds for Public Transportation Program set up by
the Ministry to provide municipalities with dedicated gas tax funds subject to, and in
accordance with, these guidelines and requirements.

‘PRESTO” means the fare payment system for which Metrolinx is responsible.

“public transportation” means any service for which a fare is charged for transporting the public
by vehicles operated by or on behalf of a municipality or local board as defined in the
Municipal Affairs Act, R.S.0. 1990, c. M. 46, as amended, or under an agreement between a
municipality or local board, and a person, firm or corporation, and includes special
transportation facilities for transporting persons with disabilities but does not include
transportation by special purpose facilities, such as school buses or ambulances.

“public transportation vehicle” refers to a streetcar, bus, subway car, light rail car, specialized
vehicles for transporting persons with disabilities or trolley bus used for public transportation.
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“reporting forms” means the following forms attached as Appendix A (Reporting Forms) to
these guidelines and requirements: 1) Dedicated Gas Tax Funds for Public Transportation
2017 Reporting Form (i.e. form MT-0-16); 2) Dedicated Gas Tax Program — 2017
Conventional Transit Reporting Form (i.e. form MT-O-17); and 3) Dedicated Gas Tax Program
— 2017 Specialized Transit Reporting Form (i.e., form MT-0O-18).

“subcontractor” means any contractor of a municipality or any of its subcontractors at any tier of
subcontracting.

2. INTRODUCTION

The Province has a vision for a stronger Ontario built around strong communities, a vibrant
economy and healthier, more liveable cities with increased access to public transportation,
reduced commute times and cleaner air for all Ontarians. By providing a portion of the gas tax
for public transportation, the Province assists municipalities to become more self-sustaining in
that regard.

As of October 2004, the Province provided 1 cent/litre of gas tax funds to Ontario
municipalities, increasing as of October 2005 to 1.5 cents/litre, and, since October 2006, has
consistently provided 2 cents/litre annually.

As of 2013 and pursuant to the Dedicated Funding for Public Transportation Act, 2013, S.O.
2013, c. 2, Sched. 3 (“DFPTA”), a portion of the provincial gasoline tax revenue is dedicated to
the provision of grants to municipalities for public transportation, including those pursuant to
the Program. The portion of the gas tax that is dedicated in each fiscal year is an amount
determined using a formula set out in the DFPTA.

Except for the interim six-month program to bridge the gap between the end of the 2012/13
Program year and the beginning of the 2014/15 Program year, prior to the passage of the
DFPTA and for the first nine years, the Program has run from October to September. Starting
with the 2014/15 Program year, the Program runs from April to March, with municipal
allocations being available in late September at the earliest.

The 2017/18 Program runs from April 1, 2017 to March 31, 2018. The new allocation of
funding for the Program for 105 public transit systems representing 142 municipalities will
amount to approximately $357.2 million.

The Program is an important element of the ongoing relationship between the Province and
Ontario municipalities. Municipalities receiving dedicated gas tax funds must meet the
requirements set out in these guidelines and requirements.

3. GENERAL ELIGIBILITY REQUIREMENTS AND CONDITIONS

The purpose of the Program is to provide dedicated gas tax funds to Ontario municipalities to
ensure that local public transportation services continue, and to increase overall ridership
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through the expansion of public transportation capital infrastructure and levels of service. To
be eligible to receive dedicated gas tax funds, a municipality must contribute financially
towards its public transportation services.

For 2017/18 and unless otherwise approved in writing by the Ministry, only municipalities that
have submitted their 2016 annual data survey to the Canadian Urban Transit Association
(CUTA), and their 2016 Gas Tax reporting forms to the Ministry, will be eligible to receive
dedicated gas tax funds.

Subject to the provision of a municipal by-law indicating its intent to provide public
transportation services, a municipality that is not currently providing public transportation
services, but decides to begin providing such services, may be eligible for funding.
Notification, prior to October 6, 2017, of the municipality’s intent to provide public
transportation services and specific commitment to annually fund such public transportation
services is required. After the new public transportation services have been implemented and
at the Ministry’s sole discretion, dedicated gas tax funding may then be available.

A municipality receiving dedicated gas tax funds must ensure that all funds received and any
related interest are used exclusively towards eligible expenditures, and, unless otherwise
approved in writing by the Ministry, disbursement of dedicated gas tax funds and any related
interest must be net of any rebate, credit or refund, for which the municipality has received, will
receive, or is eligible to receive.

All public transportation services and public transportation vehicles must be fully accessible in
accordance with the requirements set out under the following statutes and regulations, as may
be amended from time to time: the Accessibility for Ontarians with Disabilities Act, 2005, S.O.
2005, c. 11 and the Integrated Accessibility Standards, O. Reg. 191/11 made under that Act;
the Highway Traffic Act, R.S.0. 1990, c. H.8 and the Accessible Vehicles, R.R.O. 1990, Reg.
629 made under that Act; and the Public Vehicles Act, R.S.0 1990, c. P. 54. In addition to the
above, the acquisition of public transportation vehicles must comply with the Canadian
Content Policy requirements.

Unless the Ministry otherwise approves in writing, in 2017/18, gas tax revenues and any
related interest can only be used to support municipal public transportation expenditures
above a municipality’s baseline spending and not to reduce or replace current levels of
municipal public transportation funding. External audit and financial reporting costs are not
eligible expenditures to which dedicated gas tax funding can be applied or the Ministry may
reimburse.

(@) Requirements for All Dedicated Gas Tax Funds Received in 2017/18 and Beyond

¢ Dedicated gas tax funds and any related interest must be spent on:
o Public transportation capital expenditures that promote increased transit
ridership, and are above a municipality’s baseline spending;
o Public transportation operating expenditures that are above a municipality’s
baseline spending;
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o Capital expenditures for the replacement of any public transportation vehicles
that are above a municipality’s baseline spending;

o Capital expenditures that provide improvements to public transportation
security and passenger safety, and are above a municipality’s baseline
spending; or

o Major refurbishment on any fully accessible, or to be made fully accessible,
public transportation vehicle, with the exception of specialized vehicles used
for the transportation of persons with disabilities, and are above a
municipality’s baseline spending.

e For municipalities that provide only specialized transit for persons with disabilities,
dedicated gas tax funds can be spent on public transit initiatives that may not initially
result in ridership growth but will provide increased accessibility.

(b)  Additional Requirements for the following Municipalities: Regions of Durham and
York, the Cities of Brampton, Burlington, Hamilton, Mississauga, Ottawa and
Toronto, and the Town of Oakville.

Prior to the release of any dedicated gas tax funds, the municipalities listed under (b) above
will, in addition to any other requirements in this Article 3, be required to:

e Participate in PRESTO and, as participants, will be required to meet their financial
obligations for that system.

(c) Additional Requirements for GTA Municipalities: Regions of Durham, Halton, Peel
and York, and Cities of Hamilton and Toronto.

Prior to the release of any dedicated gas tax funds, the municipalities listed under (c) above
will, in addition to any other requirements in this Article 3, be required to:

¢ Demonstrate that they have met their responsibility for the payment of the growth
and expansion capital costs of Metrolinx pursuant to the Amendment to Greater
Toronto Services Board By-law No. 40, O. Reg. 446/04, made under the Metrolinx
Act, 2006, S.O. 2006, c. 16, as amended.

The eligibility requirements for dedicated gas tax funds will be determined in accordance with
these guidelines and requirements. The eligibility for any dedicated gas tax funds is at the
sole discretion of the Ministry. Where a municipality relies on receiving dedicated gas tax
funds for expenditure, a municipality should consider consulting with Ministry staff when in
doubt as to whether it's proposed expenditure is an eligible expenditure prior to making or
committing to make such an expenditure.

4. GENERAL PROGRAM ALLOCATION METHODOLOGY AND PAYMENT PROCESS

4.1 General Program Allocation Methodologies
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Based on consultation with municipalities, public transportation operators and stakeholders,
the Province recognizes the varying needs of public transportation in Ontario municipalities,
including those related to large established public transportation systems and communities
with different growth rates and levels of public transportation service. Consistent with the
above, the Province has established an allocation formula based on a combination of ridership
and population. This formula balances the needs of large established public transportation
systems, the growth needs of rapidly growing municipalities, and the needs of smaller
municipalities that provide public transportation services.

The Province is implementing an allocation based on 70% transit ridership and 30% municipal
population. Fully implemented, 70% of $357.2.5 million (up to $250.06 million) may be
distributed to municipalities on the basis of their public transportation ridership levels. Thirty
percent (30%) of $357.2 million (up to $107.17 million) may be distributed on the basis of
population levels. Public transportation ridership will include the totals of both conventional
and specialized public transportation services.

Both ridership and population figures are updated and revised annually for use in the
calculation of dedicated gas tax funds.

CUTA annually collects and reproduces, on behalf of the Ministry, transit ridership data in its
Ontario Urban Transit Fact Book and its Ontario Specialized Transit Services Fact Book (the
“CUTA Fact Books”). The Ministry used the 2016 ridership data from the 2016 CUTA Fact
Books for the above calculation. Where a municipality’s ridership data have not been
collected nor reproduced in the 2016 CUTA Fact Books, the Ministry used the 2016 transit
ridership data received from the municipality.

The 2017/18 gas tax allocations were calculated using 2016 population estimates derived from
the 2011 census data.

Dedicated gas tax funds provided to each municipality in 2017/18 are not to exceed, based on
the 2016 municipal public transportation spending data set out in the CUTA Fact Books, 75%
of municipal own spending on public transportation. The Ministry may re-allocate, in support
of increasing public transportation ridership, any amounts of moneys dedicated for but that
remains undistributed through the Program.

The Ministry may undertake an annual review of the dedicated gas tax allocation methodology
and eligibility requirements to ensure these funds support the desired outcome of increased
public transportation ridership. Municipal public transportation spending will be reviewed on
an annual basis to determine if the limits of the dedicated gas tax funds need to be applied
where the gas tax allocation may exceed 75% of municipal own spending on public
transportation.

4.2 Payment Process

The Minister will advise each municipality that provides public transportation services of the
amount of dedicated gas tax funds it is eligible to receive. The Minister will send a letter of
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agreement to each of these municipalities. The letter of agreement will set out the terms and
conditions upon which the dedicated gas tax funds will be released to the municipality, and by
which the municipality will have to agree to be bound.

The Ministry may, on a quarterly basis (or other basis, as the Ministry may decide from time to
time), make payments of dedicated gas tax funds only after receipt of the following
documents: i) the letter of agreement, provided by the Ministry to the municipality, signed in
accordance with the by-law(s) and, if applicable, the resolution(s) described below; and ii) a
certified copy of the by-law(s) and, if applicable, any resolution(s) authorizing the letter of
agreement and naming municipal signing officers for the letter of agreement.

In addition, the Ministry may withhold payment of dedicated gas tax funds until the reporting
requirements under Section 8.4 are met.

Any amount of dedicated gas tax funds provided to the municipality under the Program will be
subject to the remedies set out under Article 7.

Any dedicated gas tax funds the Ministry provides to a municipality and any related interest,
including those kept by the municipality in a dedicated gas tax funds reserve account, will have
to be used by the municipality exclusively towards public transportation services and in
accordance with the requirements set out in these guidelines and requirements including,
without limitation, those related to eligibility and related conditions, acquisition, disposition,
accountability, records, audit, reporting, liability, and indemnity requirements.

If a municipality agrees to provide public transportation services (a “host municipality”) for
another municipality, the Ministry, at its sole discretion, may only provide the host municipality
with dedicated gas tax funds. Prior to the Ministry making any payment of dedicated gas tax
funds to the host municipality, the host municipality and the municipality on whose behalf the
host municipality is providing transportation services will be required to provide the Ministry
with certified copies of their respective by-laws designating the host municipality as a public
transportation service provider for the municipality or authorizing the host municipality to
provide public transportation services to the municipality, as applicable. The contributing
municipality, on whose behalf the host municipality is providing transportation services, will be
required to provide the Ministry with a certified copy of their by-law in the year that this
arrangement is initiated, and will be required annually to confirm with the Ministry in writing that
the arrangement is still in effect. The host municipality will be required to enter into a dedicated
gas tax funds letter of agreement with the Ministry and be in compliance with the terms and
conditions set out in these guidelines and requirements.

In addition, the host municipality must promptly advise the Ministry of any change in
arrangements between the host and contributing municipalities, such as decisions to cease
contributions. The Ministry may then, at its sole discretion, make any necessary adjustment to
its contribution of dedicated gas tax funds to the host municipality.

5. DEDICATED GAS TAX FUNDS RESERVE ACCOUNT AND INTEREST
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5.1 Dedicated Gas Tax Funds Reserve Account

Dedicated gas tax funds must be used only towards public transportation service eligible
expenditures. If the Ministry provides dedicated gas tax funds to a municipality before the
municipality’s immediate need for the funds, the municipality will be required to keep the
funds, and all interest earned on such funds, in a dedicated gas tax funds reserve account.
Dedicated gas tax funds received, and any related interest earned on such funds, must be
reported annually, using the reporting forms, on a cash basis.

5.2 Interest

Interest must accrue on funds carried over the course of the Program reporting period in a
dedicated gas tax funds reserve account. A municipality must calculate interest on its average
annual balance of funds. The interest must also be reported annually, using the reporting
forms, and can only be applied towards eligible expenditures.

6. ACQUISITION OF GOODS OR SERVICES, AND DISPOSAL OF ASSETS

If a municipality acquires goods, including supplies, materials, vehicles, equipment or services,
or both, with dedicated gas tax funds, it must do so through a process that promotes the best
value (with due regard for economy, efficiency and effectiveness) for the dedicated gas tax
funds it spends.

The municipality must report, in writing, to the Ministry any funds accrued from the sale, lease
or disposal of assets purchased with dedicated gas tax funds, and return such funds to a
dedicated gas tax funds reserve account (see Article 5), with the exception that funds accrued
from the sale, lease or disposal of transit buses beyond their useful economic life (12 years for
conventional and 5 years for specialized), will not be required to be returned to a dedicated
reserve account.

7. ADJUSTMENT, WITHHOLDING AND PAYMENT OF DEDICATED GAS TAX FUNDS
AND OTHER REMEDIES

If, in the opinion of the Ministry, a municipality: i) fails to comply with any term, condition or
obligation set out in a letter of agreement, including these guidelines and requirements; ii)
uses any of the dedicated gas tax funds or any related interest for a purpose not authorized
without the prior written consent of the Ministry; iii) provides erroneous or misleading
information; iv) fails to provide information, including requested audit information and required
reports, to the Ministry for any reason whatsoever; or v) is unable to provide or acquire or has
discontinued the provision or acquisition of any service or asset for which dedicated gas tax
funds have been provided, or it is not reasonable for the municipality to continue to provide or
acquire any service or asset for which such funds have been provided (“event of default”), the
Ministry may, unless the Ministry provides the municipality with written notice of an opportunity
10
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to remedy the event of default, take one or more of the following actions: i) initiate any action
the Ministry considers necessary in order to facilitate the successful provision or acquisition of
any service or asset provided or acquired with dedicated gas tax funds; ii) suspend the
payment of dedicated gas tax funds for such period as the Ministry determines appropriate; iii)
reduce the amount of the dedicated gas tax funds; (iv) cancel further payments of dedicated
gas tax funds; (v) demand from the municipality the payment of any dedicated gas tax funds
remaining in the possession or under the control of the municipality; (vi) demand from the
municipality the payment of an amount equal to any dedicated gas tax funds the municipality
used, but did not use in accordance with the letter of agreement; (vii) demand from the
municipality the payment of an amount equal to any dedicated gas tax funds the Ministry
provided to the municipality; and viii) terminate the letter of agreement at any time, including
immediately, without liability, penalty or costs to the Ministry upon giving notice to the
municipality.

Where the Ministry gives the municipality an opportunity to remedy an event of default by
giving the municipality notice of the particulars of the event of default and the date by which
the municipality is required to remedy it, and: i) the municipality does not remedy the event of
default by the date specified in the notice; ii) it becomes apparent to the Ministry that the
municipality cannot completely remedy the event of default by the date specified in the notice;
or iii) the municipality is not proceeding to remedy the event of default in a way that is
satisfactory to the Ministry, the Ministry may extend the date by which the municipality is
required to remedy the event of default, or initiate any of the remedies for event of default
available to it under this Article.

Upon termination of the letter of agreement pursuant to this Article, the Ministry may take one
or more of the actions listed for in the first paragraph to this Article 7. In regards to any
demand for payment, the Minister may not demand payment of an aggregate amount greater
than the dedicated gas tax funds that were received by the municipality.

Upon the Minister providing a municipality a written demand for payment of dedicated gas tax
funds, any related interest, or both, the amount of the demand will be deemed to be a debt
due and owing to the Crown of the Province of Ontario and may be recovered as such under
applicable law, including, without limitation, the Financial Administration Act, R.S.0. 1990, c.
F.12, as amended, ("FAA"). In addition to any remedy the Crown may have under the FAA,
the Ministry may decide to withhold or adjust the amount of any current or future dedicated
gas tax funding, or any other funding program, that may be provided to the municipality in an
amount equal to such debt or have the amount of such debt deducted from financial
assistance payable on any other project(s) of the municipality under any other initiative in
which the Ministry is involved (either current or future). The Ministry may charge the
municipality interest on any money owing by the municipality at the then current rate charged
by the Province of Ontario on accounts receivable. The municipality will pay any money owing
to the Ministry by cheque payable to the “Ontario Minister of Finance” and delivered to the
Ministry as the Ministry may require.

If a municipality: i) has failed to comply with any term, condition or obligation under any other

agreement with Her Majesty the Queen in right of Ontario or one of Her agencies (a “failure”);

i) has been provided with notice of such failure in accordance with the requirements of such
11



Appendix "B" to Report Fﬁg@%g of 249
Page g [o)

other agreement; iii) has, if applicable, failed to rectify such failure in accordance with the
requirements of such other agreement; and iv) such failure is continuing, the Ministry may
suspend the payment of dedicated gas tax funds for such period as the Ministry determines
appropriate.

When the Ministry provides its consent pursuant to a letter of agreement, including these
guidelines and requirements, it may impose any terms and conditions on such consent and
the municipality will comply with such terms and conditions.

If a municipality fails to comply with any term of a letter of agreement, including these
guidelines and requirements, the municipality could only rely on a waiver of the Ministry if the
waiver was in writing and refers to the specific failure to comply. A waiver will not have the
effect of waiving any subsequent failures to comply.

Any decision made by the Minister regarding funding under the Program is final.

8. ACCOUNTABILITY, RECORDS, AUDIT AND REPORTING REQUIREMENTS
8.1 Accountability

A municipality receiving dedicated gas tax funds must use such funds, and any interest earned
on such funds, exclusively towards public transportation service eligible expenditures and in
accordance with these guidelines and requirements. The municipality will not be allowed to
use dedicated gas tax funds and related interest to offset other municipal expenditures.

The municipality will also be required to provide such further assurances as the Ministry may
request from time to time with respect to any matter to which a letter of agreement, including
these guidelines and requirements, pertains, and will otherwise do or cause to be done all acts
or things necessary to implement and carry into effect the terms and conditions of these
documents to their full extent.

Furthermore, the municipality must ensure any information the municipality provides to the
Ministry under the Program is true and complete at the time provided and will continue to be
true and complete.

8.2 Records

A municipality receiving dedicated gas tax funds must keep and maintain separate records
and documentation related to any dedicated gas tax funds and any related interest, including
invoices and any other financially-related documents relating to the provision or acquisition of
public transportation services for which dedicated gas tax funds and any related interest have
been used. The records and documentation must be kept and maintained in accordance with
generally accepted accounting principles. Records containing confidential information must be
kept in accordance with all applicable legislation. No provision of these guidelines and
requirements shall be construed so as to give the Ministry any control whatsoever over the
municipality’s records.

12
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8.3 Audit

A municipality receiving dedicated gas tax funds may be subject to audit. The Ministry may, at
its sole discretion, audit or have audited by any third party, any records and documentation of
the municipality related to any public transportation services provided or acquired with
dedicated gas tax funds or any related interest, and such funds. Such audit may require the
Ministry, at the municipality’s expense (except as provided in the Canadian Content Policy), to
retain external auditors. In addition, the Auditor General may, pursuant to the Auditor General
Act, R.S.0. 1990, c. A. 35, as amended, audit the accounts and records of the municipality
relating to any expenditure of dedicated gas tax funds.

To assist in respect of the rights set out above, a municipality will be required to disclose any
information requested by the Ministry, its authorized representatives or an independent auditor
identified by the Ministry, and will do so in the form requested by the Ministry, its authorized
representatives or an independent auditor.

In addition to any adjustments the Ministry may make to dedicated gas tax funding under
these guidelines and requirements, the Ministry may, upon recommendation in an audit report,
adjust future dedicated gas tax fund payments or other payments the Province may make to
the municipality under any other program.

8.4 Reporting

Accuracy in the calculation and reporting of municipal transit ridership and dedicated gas tax
funds and any related interest is paramount. When calculating ridership, municipalities must
use one of the acceptable best practices identified in the 2008 Ontario Ridership Data
Collection Review Report, published jointly by CUTA and iTrans Consultants (retained by
CUTA).

A municipality will be accountable to use dedicated gas tax funds and any related interest
towards public transportation expenditures that meet the Program eligibility requirements.
Each municipality will be required to report on how dedicated gas tax funds and any related
interest are spent on an annual basis, including the provision of its Canadian Content Policy
declaration form(s), in accordance with the Canadian Content Policy, for any public
transportation vehicle funded with dedicated gas tax funds. The Canadian Content Policy has
been amended effective September 21, 2017 to be aligned with government procurement
commitments under the Comprehensive Economic Trade Agreement (CETA) between
Canada and the European Union (EU). As of September 21, 2017, municipalities are to
comply with the amended policy for all transit procurements.

For the purpose of the above reporting, municipalities will be required to use the reporting

forms that have been developed in consultation with municipal public transportation
stakeholders, and submit these reporting forms to the Ministry prior to February 28, 2018.
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Municipalities are strongly advised to carefully verify all data before submitting their reporting
forms, to ensure that all information provided is accurate. Municipalities are also encouraged
to contact the Ministry if they require any guidance or assistance in completing these reports.

9. COMMUNICATIONS

Unless the Ministry otherwise approves in writing, a municipality receiving dedicated gas tax
funds will be required to acknowledge the support of the Ministry in a form and manner as
directed by the Ministry.

A municipality will be required to give a minimum of thirty (30) days written notice to the
Ministry regarding any planned local dedicated gas tax funding communication or recognition
event, or both. The municipality will also be required to provide the Ministry with detailed
information regarding such communication or event, or both.

The Ministry and a municipality receiving dedicated gas tax funds will, at all times, remain
independent of each other and will not represent themselves to be the agent, joint venturer,
partner or employee of the other. Neither the municipality nor the Ministry will be allowed to
make representations or take actions that could establish or imply any apparent relationship of
agency, joint venture, partnership or employment. In addition, neither the municipality nor the
Ministry will be bound in any manner whatsoever by any agreements, warranties or
representations made by any of them to any other person or entity, with respect to any other
action of the other.

If the municipality publishes any material of any kind, written or oral, relating to public
transportation services provided or acquired with dedicated gas tax funds, the municipality will
indicate in the material that the views expressed in the material are the views of the
municipality and do not necessarily reflect those of the Ministry.

A municipality receiving gas tax funding must comply with the requirements for the installation
and maintenance of visual identity signage set out in Appendix C.

10. CONFLICT OF INTEREST

A municipality and its subcontractors and any of their respective personnel must use
dedicated gas tax funds and provide and acquire services and assets with such funds without
an actual, potential, or perceived conflict of interest.

A conflict of interest includes any circumstances where a municipality or any person who has
the capacity to influence the municipality’s decisions has outside commitments, relationships
or financial interests that could, or could be seen to, interfere with the municipality’s s
objective, unbiased, and impartial judgment relating to the provision or acquisition of services
or assets provided or acquired with dedicated gas tax funds, the use of such funds, or both.
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A municipality will disclose to the Ministry, without delay, any situation that a reasonable
person would interpret as an actual, potential, or perceived conflict of interest, and comply with
any terms and conditions that the Ministry may prescribe as a result of the disclosure.

11. FREEDOM OF INFORMATION AND PROTECTION OF PRIVACY ACT

All applications submitted to the Ministry are subject to the Freedom of Information and
Protection of Privacy Act, R.S.0. 1990, c. F. 31, as amended (“FIPPA"). The FIPPA provides
every person with a right of access to information in the custody or under the control of the
Ministry, subject to a limited set of exemptions.

Municipalities are advised that the names of municipalities receiving dedicated gas tax funds,
the amount of funds provided, and the purpose for which dedicated gas tax funds are
provided, is information the Ministry makes available to the public.

12. LIABILITIES AND INDEMNITIES

A municipality receiving dedicated gas tax funds must agree that it is responsible for anything
that may arise, directly or indirectly, in connection with the Program, including, without
limitation, any activity under it such as the provision and acquisition of services and assets
with dedicated gas tax funds. The Ministry’s involvement under the Program is for the sole
purpose of, and is limited to, the provision of dedicated gas tax funds.

Furthermore, a municipality receiving dedicated gas tax funds must agree to indemnify and
hold harmless the indemnified parties from and against any and all losses or proceedings, by
whomever made, sustained, incurred, brought, or prosecuted, in any way arising out of, or in
connection with anything done or omitted to be done by the municipality or any municipality on
behalf of which the municipality receives dedicated gas tax funds, or any of their respective
personnel, the Program, any activity under it, or the letter of agreement, unless the loss or
proceeding is solely caused by the negligence or willful misconduct of the indemnified parties.

A municipality receiving dedicated gas tax funds is responsible for its own insurance and must
carry, at its own costs and expense, and require the same from its subcontractors and any
municipality on behalf of which it receives dedicated gas tax funds, all the necessary and
appropriate insurance that a prudent municipality in similar circumstances would maintain in
order to protect itself and the Ministry and support the indemnification, as set out above,
provided to the Ministry. For greater certainty, the municipality is not covered by the Province
of Ontario's insurance program and no protection will be afforded to the municipality by the
Government of Ontario for any losses or proceedings that may arise out of the Program or
letter of agreement.

For greater certainty, the rights and remedies of the Ministry under a letter of agreement are
cumulative and are in addition to, and not in substitution for, any of its rights and remedies
provided by law or in equity.
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13. COMPLIANCE WITH THE LAW

A municipality receiving dedicated gas tax funds must comply with all federal and provincial
laws and regulations, all municipal by-laws, and any other orders, rules and by-laws related to
any aspect of the services or assets provided or acquired with the dedicated gas tax funds and
the dedicated gas tax funds.

For greater clarity, by receiving dedicated gas tax funds, a municipality may become subject to
legislation applicable to organizations that receive funding from the Government of Ontario,
including the Public Sector Salary Disclosure Act, 1996, S.O. 1996, c. 1, Sched. A and the
Auditor General Act, R.S.0. 1990, c. A.35.

14. WHERE TO APPLY AND REQUEST OR PROVIDE INFORMATION

Any questions regarding the Program are to be directed to the Ministry Division Services and
Program Management Office at (416) 585-7129.

All forms, agreements and supporting documentation must be forwarded to the following
address:

Ministry of Transportation

Division Services and Program Management Office
27" Floor, Suite #2702

777 Bay Street

Toronto, ON

M7A 2J8
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APPENDIX A: REPORTING FORMS
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APPENDIX B: CANADIAN CONTENT POLICY
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APPENDIX C: VISUAL IDENTITY SIGNAGE REQUIREMENTS

1. Purpose of Schedule

This Appendix describes the municipality’s responsibilities and obligations involved in installing
and maintaining visual identity signage under the Program.

2. Visual Identity Signage

The municipality will install and maintain the exterior and interior visual identity signage on
transit vehicles for which dedicated gas tax funds were provided. This is to include
replacement buses that have been supported through the Program.

External visual identity signage must be located immediately to the left of the front passenger
entrance doors of the vehicle. Internal visual identity signage should be placed on an interior

wall in a location and height that will be convenient for passengers to read.

Recognition stickers approximate size — 10” x 3.4”. Sample image found below is not to scale.
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Bill No.

CITY OF HAMILTON

BY-LAW NO.

To Authorize the Signing of an Agreement between the City of Hamilton and the
Ministry of Transportation Related to Funding Provided Under the Dedicated
Gas Tax Funds for Public Transportation Program.

WHEREAS the Council of the City of Hamilton deems it advisable to enter into an
agreement with Her Majesty the Queen in right of Ontario, as represented by the
Minister of Transportation related to funding provided by the Province of Ontario to the

Municipality under the Dedicated Gas Tax Funds for Public Transportation Program;

NOW THEREFORE the Council of the City of Hamilton enacts as follows:

1. The Mayor and General Manager, Finance & Corporate Services are
authorized and directed to sign the Letter of Agreement between the City of
Hamilton and Her Majesty the Queen in right of Ontario, as represented by the
Minister of Transportation which is attached Schedule A and forms part of this

By-law.

2. This By-law may be cited for all purposes as the 2017 / 2018 City of Hamilton /
Ministry of Transportation Gas Tax Funding Agreement Bylaw.

3. This By-law is deemed to have come into force on , 2018.
PASSED this day of , 2018.
Fred Eisenberger Rose Caterini

MAYOR CLERK
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