6.6

AUDIT, FINANCE AND ADMINISTRATION COMMITTEE

REPORT 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 AUDIT, FINANCE AND ADMINISTRATION COMMITTEE PRESENTS REPORT
17-016 AND RESPECTFULLY RECOMMENDS:

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

That Councillor A. VanderBeek be appointed Chair of the Audit, Finance and
Administration Committee for 2018.

That Councillor B. Johnson be appointed Vice-Chair of the Audit, Finance and
Administration Committee for 2018.

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

That the Volunteer Advisory Committee 2018 budget base submission be
approved as follows and forwarded to the 2018 budget process (General Issues
Committee (GIC)):

(@)
(b)

(€)
(d)
(€)
(f)

Advisory Committee on Immigrant & Refugees in the amount of $3500.00;
Lesbian, Gay, Bisexual, Transgender and Queer (LGBTQ) Advisory
Committee in the amount of $3942.00;

Aboriginal Advisory Committee in the amount of $3552.00;

Hamilton Mundialization Committee in the amount of $5890.00;

Hamilton Status of Women Committee in the amount of $3500.00;

Committee Against Racism (includes Lincoln Alexander Day Celebration)
in the amount of $8900.00.
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w

2017 Third Quarter Non-compliance with the Procurement Policy Report
(FCS17012(c)) (City Wide) (Item 5.2)

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

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

That Report AUD17031 respecting a Follow Up to Performance Audit report
2015-17 Protective Plumbing Program (Value for Money Audit), be received.

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

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

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

(@) That Appendix A to AF&A Report 17-016 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 AF&A Report 17-016 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.

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

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

2017 Third Quarter Emergency and Non-competitive Procurements Report
(FCS17011(b)) (City Wide) (Iltem 5.7)

That Report FCS17011(b) respecting the 2017 Third Quarter Emergency and
Non-competitive Procurements Report, be received.
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9. Treasurer’s Apportionment of Land Taxes (FCS17017(b)) (City Wide) (Iltem
5.8)

(@ 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 C
AF&A Report 17-016;

(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 C
AF&A Report 17-016;

(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 C
AF&A Report 17-016;

(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 C
AF&A Report 17-016;

(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 C
AF&A Report 17-016;

Q) 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 C
AF&A Report 17-016;

(g 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 C
AF&A Report 17-016;

(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 C
AF&A Report 17-016;
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()

()

(k)

()

(m)

(n)

(0)

(p)

(@)

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 C
AF&A Report 17-016;

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 C
AF&A Report 17-016;

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 C
AF&A Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;
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10.

()

(s)

(t)

(u)

v)

(w)

()

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
C AF&A Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016;

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 C AF&A
Report 17-016.

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

(@)

(b)

That the January 1, 2017 actuarial valuation for the Hamilton Street
Railway Pension Plan per Appendix D to AF&A Report 17-016 be received
for information;

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
Council — December 8, 2017



Audit, Finance and Administration December 7, 2017
Report 17-016 Page 6 of 11

11.

12.

13.

Hamilton Street Railway (HSR) Plan and the Hamilton Wentworth
Retirement Fund (HWRF), and any additional shortfall be funded from the
Pension Deficiency Reserve (112065).

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

5.10)

That Appendix E attached to AF&A Report 17-016 respecting the 2017 City of
Hamilton External Audit Planning Report prepared by KPMG, be received.

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

That Report FCS17097 respecting Prudent Investor Standard and Proposed
Amendments to Investment and Finance Rules, be received.

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

(@)

(b)

()

Amendments/Improvements to the City of Hamilton’s Procedural By-
Law

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.

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.

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.
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14.

15.

(d)

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

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

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

That Report FCS17100 respecting the Feasibility of Separating Municipal and
Education Tax Bills and Mailings, be received.

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

(@)

(b)

(©)

(d)

(€)

(f)

That the City’s Call Handling Consolidation project (2051357320) cost be
reduced from $2.918 M to $2.753 M;

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);

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

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;

That the list of Call Handling areas recommended for consolidation
through CM13017/FCS13098 be amended as reflected in Appendix F of
AF&A Report 17-016;

That the Budget Complement Transfer Schedule in Appendix G of AF&A
Report 17-016 be approved;
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(g9 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.

FOR INFORMATION:

(@)

(b)

(c)

(d)

CHANGES TO THE AGENDA (ltem 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.

The agenda for the December 7, 2017 Audit, Finance and Administration
Committee meeting was approved, as amended.

DECLARATIONS OF INTEREST (Iltem 2)

There were no declarations of interest.

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

The Minutes of the November 6, 2017 meeting of the Audit, Finance and
Administration Committee were approved, as presented.

DELEGATION REQUESTS (ltem 4)
() Susan Canning respecting Property Tax Penalties (Item 4.1)

The delegation request from Susan Canning respecting Property Tax
Penalties, was approved for a future meeting.
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(i) Ronald Homier respecting Purchasing of City vehicles (Item 4.2)

The delegation request from Ronald Homier respecting Purchasing of City
vehicles, was approved for a future meeting.

(e) CONSENT ITEMS (Item 5)
M) Minutes of Various Advisory Committees (Item 5.12)
The following Advisory Committee Meeting Minutes were received:
@) Status of Women Advisory Committee - June 22, 2017

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

(c) Status of Women Advisory Committee - October 26, 2017
(d) Immigrant and Refugee Advisory Committee - June 8, 2017

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

()  DISCUSSSION ITEMS (Item 8)

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

Item 5 of Report 17-004 of the Governance Review Sub-Committee was
deleted in its entirety.

For disposition of this matter, refer to Item 13.
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() GENERAL INFORMATION/OTHER BUSINESS (Item 11)

(i)

Outstanding Business List Item considered complete and removed
(Item 11.1)

The following Outstanding Business List Item was considered complete and
removed:

(&) Feasibility of Separating Municipal and Education Tax Bills and
Mailings

(h)  PRIVATE AND CONFIDENTIAL (Item 12)

(i)

(i)

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

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

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.
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()  ADJOURNMENT (Item 13)

There being no further business, the Audit, Finance and Administration
Committee, adjourned at 10:51 a.m.

Respectfully submitted,

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

Lauri Leduc
Legislative Coordinator
Office of the City Clerk
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Report FCS17003(f)
City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001
357-16-245 485 Dundas StE Demolition of sales office 2016 -1,594.43
357-16-314 375 Moxley Rd Demolition of garage 2016 -8.32
357-16-365 65 Bigwin Unit 1 Tax Class Conversion now all commercial 2016 -2,175.13
357-16-365 183 Campbell Ave Tax Class Conversion now all residential 2016 -772.14
357-16-386 16 Magill St Gross or Manifest Error denied ownership of pkg not changed at time of sale 2016 0.00
357-16-392 480 Kenilworth Ave N Demolition denied storage silos were not assessed 2016 0.00
357-16-393 662 Parkdale Ave N Tax Class Conversion now all commercial 2016 -6,052.53
357-17-002 19 King St W Fire not processed changed to CXN creating an increase 2017 0.00
357-17-006 181-191 Main StW Fire reduction of vacant assessment 2017 0.00
357-17-007 228 Bay St S Fire damaging structure 2017 -151.18
357-17-011 65-71 Sanford Ave S Fire damage to one unit in the complex 2017 -1,615.54
357-17-015 183 Campbell Ave Tax Class Conversion space has been converted to residential 2017 -792.65
357-17-016 11 Craigroyston Rd Fire the carport and 2nd floor removed the house is not livable 2017 -522.25
357-17-020 84 Copperwood Ave Fire causing demolition of the house 2017 -3,235.16
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Report FCS17003(f)
City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001
357-17-021 1238 Governors Rd Demolition of structures 2017 -5,238.24
357-17-028 347 Caledon Ave Exempt denied does not meet criteria it is not a place of worship 2017 0.00
357-17-035 23 Southmeadow Ave Demoilition processed on a PRAN 2017 0.00
357-17-039 486 Anson Dr Demolition of 1 storey single family dwelling 2017 -392.81
357-17-067 671 Bendamere Ave Demoilition of house 2017 -983.08
357-17-072 12 Kings Mead Cres Demolition of 232 m2 single family dwelling 2017 -1,182.64
357-17-073 157 St Margaret's Rd Demolition of 1 storey single family dwelling 2017 -829.34
357-17-074 68 Hillcrest Ave Demoilition of 1 storey single family dwelling 2017 -113.21
357-17-080 110 Province St N Demolition of house no $$ value as property is exempt 2017 0.00
357-17-088 520 Jerseyville Rd W Demolition of 2 storey single family dwelling 2017 -559.69
357-17-092 76 Central Dr Demolition of 2 storey single family dwelling 2017 -312.37
357-17-093 208 Millen Rd Tax Class Conversion variety store closed now all residential 2017 -2,5616.47
357-17-095 77 King St W Gross or Manifest Error processed on a PRAN 2017 0.00
357-17-099 1030 Lower Horning Rd Fire damaging entire building at time of fire the property was still exempt 2016 -11,039.70
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Report FCS17003(f)
City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001
357-17-100 1030 Lower Horning Rd Fire damaging entire building 2017 -20,155.75
357-17-101 Main St S Gross or Manifest Error non buildable land 2017 -110.41
357-17-102 18 King StwW Gross or Manifest Error denied zoning has not changed 2017 0.00
357-17-103 475 Seaman Ave Tax Class Conversion now all commercial 2017 -27,112.29
357-17-104 0 Upper Centennial Exempt property transferred to city in1998 2017 -9,431.36
357-17-106 605 James St N Tax Class Conversion tenant Renaissance Collection vacated 2017 -1,173.15
357-17-106 605 James St N Tax Class Conversion tenant Renaissance Collection vacated 2017 1,172.24
357-17-113 9 Summerberry Way Tax Class Conversion model home now residential 2017 -5,894.48
357-17-114 670 Upper James Fire in November of 16 the building is still under repair 2017 -1,640.39
357-17-115 33 Douglas Rd Demolition of inground pool 2017 -107.82
357-17-116 1513 Concession 5 W Demolition of bank barn 2017 -29.53
357-17-117 758 Nebo Rd Gross or Manifest Error no processed tax class change increased taxes 2017 0.00
357-17-118 5 Westie Ave Demolition of one storey single family dwelling 2017 -480.26
357-17-121 2 Glover Mountain Rd Demolition of two storey single family dwelling 2017 -911.44
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Report FCS17003(f)
City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001
357-17-123 198 Taylor Rd Demolition of two storey single family dwelling 2017 -510.05
357-17-126 325 Highway 8 Demolition of two storey single family dwelling 2017 -404.80
357-17-127 497 Parkside Dr Demoilition of structure no $$ change property is exempt 2017 0.00
357-17-128 602 Cochrane Rd Demolition of two storey single family dwelling 2017 -806.18
357-17-129 1207 Concession 8 W Demolition of 1 %% storey single family dwelling 2017 -688.29
357-17-130 111 Queen St S Demolition of part of a two family dwelling 2017 -249.66
357-17-132 44 Inglewood Ave Demolition of 2 storey single family dwelling 2017 -2,038.24
357-17-133 60 Highland Rd Demolition of 1 storey single family dwelling 2017 -1,570.07
357-17-134 569 Kenilworth Ave N Demolition of structures 2017 -531.12
357-17-135 1622 Westover Rd Demolition of two storey single family dwelling 2017 -539.45
357-17-136 464 Gray Court Rd Demolition of 1 storey single family dwelling 2017 -63.39
357-17-137 509 Mohawk Rd W Demolition of structures 2017 -134.64
357-17-138 350 Rymal Rd W Demolition of inground pool 2017 -851.55
357-17-140 252 Margaret St Demolition of structures 2017 -454.85
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Report FCS17003(f)
City of Hamilton
Corporate Services Department
Taxation Division
Section 357 Tax Appeals of the Municipal Act, 2001

357-17-142 199 Green Mountain Rd Demolition of 2 storey single family dwelling 2017 -727.02
357-17-141 1423 Nebo Rd Demolition of house pool and detached garage 2017 -1,065.36
357-17-144 378 Woodworth Ave Demolition of structures 2017 -325.19
357-17-145 21 East 9th St Demolition of 1 storey single family dwelling 2017 -690.16
357-17-146 159 Belview Ave Demolition of 1 storey single family dwelling 2017 -454.51
357-17-147 130 Mansfield Dr Demolition of 2 storey single family dwelling 2017 -1,464.71
357-17-181 1009 Garner Rd E Demolition of 2 storey single family dwelling 2017 -656.31
357-17-182 1035 Garner Rd E Demolition of 1 storey single family dwelling 2017 -750.37
357-17-183 1001 Garner Rd E Demolition of structures 2017 -1,061.19
357-17-187 137 Seneca Ct Demolition of single family dwelling 2017 0.00
357-17-212 46 Parker Ave Demolition of 1 storey single family dwelling 2017 -186.30
357-17-213 604 Iroquois Ave Demolition of 1 storey single family dwelling 2017 -78.49
TOTAL -122,263.42
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Report FCS17003(f)
City of Hamilton
Corporate Services Department
Taxation Division
Section 358 Tax Appeals of the Municipal Act, 2001

358-16-089 16 Magill St Gross or Manifest Error denied ownership of parking not changed 2015 0.00
358-17-011 77 King StwW Gross or Manifest Error the billboard assessed on the wrong roll number 2016 -270.68
358-17-012 77 King St W Gross or Manifest Error the billboard assessed on the wrong roll number 2015 -267.18
358-17-013 77 King St W Gross or Manifest Error the billboard assessed on the wrong roll number 2014 -261.82
358-17-014 50 Norway Ave Gross or Manifest Error fire damage carried forward 2016 -464.71
358-17-017 0 Upper Centennial Pkwy Exempt now City property 2015 -4,383.39
358-17-019 758 Nebo Rd Gross or Manifest Error not processed tax class change creates an increase 2016 0.00
358-17-020 758 Nebo Rd Gross or Manifest Error not processed tax class change creates an increase 2015 0.00
TOTAL -5,647.78
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APPORTIONMENT OF TAXES — FCS17017(b)

That the original land taxes recorded against:

Page 1 of 9

(a) Roll #2518 003 650 36293 0000 — (82-84 Narbonne Crescent, Stoney Creek) in the
amount of $1,664 be split amongst the two newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 | 84 Narbonne Crescent | 2518 003 650 36293 0000 68,375 $ 832
2017 | 82 Narbonne Crescent | 2518 003 650 36457 0000 68,375 832

Total 136,750 $1,664

(b) Roll #2518 003 650 36294 0000 — (78-80 Narbonne Crescent, Stoney Creek) in the
amount of $1,664 be split amongst the two newly created lots listed below:

YEAR ADDRESS NUMBER NSSESSMENT | AMOUNT
2017 | 80 Narbonne Crescent | 2518 003 650 36294 0000 68,375 $ 832
2017 | 78 Narbonne Crescent | 2518 003 650 36460 0000 68,375 832

Total 136,750 $1,664

(c) Roll #2518 003 650 36296 0000 — (70-72 Narbonne Crescent, Stoney Creek) in the
amount of $1,664 be split amongst the two newly created lots listed below:

ROLL APPORTIONED TAX
YEAR ADDRESS NUMBER ASSESSMENT | AMOUNT
2017 | 72 Narbonne Crescent | 2518 003 650 36296 0000 68,375 $ 832
2017 | 70 Narbonne Crescent | 2518 003 650 36460 0000 68,375 832

Total 136,750 $1,664

(d) Roll #2518 003 650 36297 0000 — (66-68 Narbonne Crescent, Stoney Creek) in the
amount of $1,667 be split amongst the two newly created lots listed below:

ROLL APPORTIONED | PAYMENT
YEAR ADDRESS NUMBER ASSESSMENT | AMOUNT
2017 68 Narbonne Crescent | 2518 003 650 36297 0000 68,500 $834
2017 | 66 Narbonne Crescent | 2518 003 650 36463 0000 68,500 833

Total 137,000 $1,667
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(e) Roll #2518 003 650 36298 0000 — (62-64 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR ADDRESS NUMBER ASSESSMENT | AMOUNT
2017 | 64 Narbonne Crescent | 2518 003 650 36298 0000 68,500 $ 834
2017 | 62 Narbonne Crescent | 2518 003 650 36469 0000 68,500 833

Total 137,000 $1,667

(f) Roll #2518 003 650 36299 0000 — (58-60 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT |_AMOUNT

2017 | 60 Narbonne Crescent | 2518 003 650 36299 0000 68,500 $ 834

2017 | 58 Narbonne Crescent | 2518 003 650 36472 0000 68,500 833
Total 137,000 $1,667

(9) Roll #2518 003 650 36301 0000 — (50-52 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR | ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 | 52 Narbonne Crescent { 2518 003 650 36301 0000 68,500 $ 834
2017 | 50 Narbonne Crescent | 2518 003 650 36478 0000 68,500 833

Total 137,000 $1,667

(h) Roll #2518 003 650 36303 0000 — (42-44 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR ADDRESS NUMBER NSSESSMENT | AMOUNT
2017 | 44 Narbonne Crescent | 2518 003 650 36303 0000 68,500 $ 834
2017 | 42 Narbonne Crescent | 2518 003 650 36484 0000 68,500 833

Total 137,000 $1,667
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(i) Roll #2518 003 650 36309 0000 — (18-20 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT |_AMOUNT

2017 | 18 Narbonne Crescent | 2518 003 650 36309 0000 68,500 $ 834

2017 | 20 Narbonne Crescent | 2518 003 650 36448 0000 68,500 833
Total 137,000 $1,667

(i) Roll #2518 003 650 36310 0000 — (14-16 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR ADDRESS NUMBER ASSESSMENT | AMOUNT
2017 | 14 Narbonne Crescent | 2518 003 650 36310 0000 68,500 $ 834
2017 | 16 Narbonne Crescent 2518 003 650 36454 0000 68,500 833

Total 137,000 $1,667

(k) Roll #2518 003 650 36311 0000 — (10-12 Narbonne Crescent, Stoney Creek) in the

amount of $1,667 be split amongst the two newly created lots listed below:

YEAR | ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 | 12 Narbonne Crescent | 2518 003 650 36311 0000 68,500 $ 834
2017 | 10 Narbonne Crescent | 2518 003 650 36502 0000 68,500 833

Total 137,000 $1,667

() Roll #2518 303 350 60964 0000 — (141-145 Mcmonies Drive, Flamborough) in the
amount of $5,646 be split amongst the three newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 145 Mcmonies Drive 2518 303 350 60964 0000 164,805 $ 1,998
2017 143 Mcmonies Drive 2518 303 350 61035 0000 141,874 1,720
2017 141 Mcmonies Drive 2518 303 350 61036 0000 159,071 1,028

Total 465,750 $5,646
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(m) Roll #2518 303 350 60965 0000 — (133-139 Mcmonies Drive, Flamborough) in the
amount of $4,358 be split amongst the four newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSWENT | AMGUNT
2017 139 Mcmonies Drive 2518 303 350 60965 0000 91,477 $ 1,109
2017 137 Mcmonies Drive 2518 303 350 61037 0000 88,274 1,070
2017 135 Mcmonies Drive 2518 303 350 61038 0000 88,274 1,070
2017 133 Mcmonies Drive 2518 303 350 61039 0000 91,475 1,109

Total 359,500 $4,358

(n) Roll #2518 303 350 60966 0000 — (125-131 Mcmonies Drive, Flamborough) in the
amount of $4,970 be split amongst the four newly created lots listed below:

YEAR ADDRESS NOMBER ASSESSMENT AMOUNT
2017 | 131 Mcmonies Drive | 2518 303 350 60966 0000 101,610 $1,232
2017 | 129 Mcmonies Drive | 2518 303 350 61041 0000 98,054 1,189
2017 | 127 Mcmonies Drive | 2518 303 350 61042 0000 98,054 1,189
2017 | 125 Mcmonies Drive | 2518 303 350 61043 0000 112,282 1,360

Total 410,000 $4,970

(o) Roll #2518 303 350 60967 0000 — (119-123 Mcmonies Drive, Flamborough) in the
amount of $5,988 be split amongst the three newly created lots listed below:

YEAR | ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 123 Mcmonies Drive 2518 303 350 60967 0000 174177 $2,111
2017 121 Mcmonies Drive 2518 303 350 61045 0000 152,404 1,848
2017 119 Mcmonies Drive 2518 303 350 61046 0000 167,419 2,029

Total 494,000 $5,988
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(p) Roll #2518 303 350 60968 0000 — (109-117 Mcmonies Drive, Flamborough) in the
amount of $5,352 be split amongst the five newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSENT | AMOUNT
2017 117 Mcmonies Drive 2518 303 350 60968 0000 94,768 $ 1,148
2017 115 Mcmonies Drive 2518 303 350 61014 0000 86,683 1,051
2017 113 Mcmonies Drive 2518 303 350 61015 0000 86,683 1,061
2017 111 Mcmonies Drive 2518 303 350 61016 0000 86,683 1,061
2017 109 Mcmonies Drive 2518 303 350 61017 0000 86,683 1,051

Total 441,500 5,352

(q) Roll #2518 303 350 60969 0000 — (101-107 Mcmonies Drive, Flamborough) in the
amount of $4,812 be split amongst the four newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 107 Mcmonies Drive 2518 303 350 60969 0000 98,879 $1,199
2017 105 Mcmonies Drive 2518 303 350 61019 0000 94,924 1,151
2017 103 Mcmonies Drive 2518 303 350 61020 0000 94,429 1,144
2017 101 Mcmonies Drive 2518 303 350 61021 0000 108,768 1,318

Total 397,000 $4,812
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(r) Roll #2518 901 130 035804 0000 — (3-45 Bonhill Boulevard, Glanbrook) in the
amount of $9,097 be split amongst the twenty-two newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT |_AMOUNT
2017 3 Bonhill Boulevard 2518 901 130 35804 0000 39,150 $ 480
2017 5 Bonhill Boulevard 2518 901 130 35949 0000 | 32,245 396
2017 7 Bonhill Boulevard 2518 901 130 35950 0000 32,245 396
2017 9 Bonhill Boulevard 2518 901 130 35951 0000 36,104 445
2017 11 Bonhill Boulevard 2518 901 130 35952 0000 34,450 424
2017 13 Bonhill Boulevard 2518 901 130 35953 0000 32,245 396
2017 15.Bonhill Boulevard 2518 901 130 35954 0000 32,245 396
2017 17 Bonhill Boulevard 2518 201 130 35955 0000 32,245 396
2017 19 Bonhill Bouievard 2518 901 130 35956 0000 32,245 396
2017 21 Bonhill Boulevard 2518 901 130 35957 0000 34,450 424
2017 23 Bonhill Boulevard 2518 901 130 35958 0000 36,104 445
2017 25 Bonhill Boulevard 2518 901 130 35959 0000 32,245 396
2017 27 Bonhill Boulevard 2518 901 130 35960 0000 32,245 396
2017 29 Bonhill Boulevard 2518 901 130 35961 0000 32,245 396
2017 31 Bonhill Boulevard 2518 901 130 35962 0000 32,245 396
2017 33 Bonhill Boulevard 2518 901 130 35963 0000 36,104 445
2017 35 Bonhill Boulevard 2518 901 130 35964 0000 36,104 445
2017 37 Bonhill Boulevard 2518 901 130 35965 0000 32,245 396
2017 39 Bonhill Boulevard 2518 901 130 35966 0000 32,245 396
2017 41 Bonhill Boulevard 2518 901 130 35967 0000 32,245 396
2017 43 Bonhill Boulevard 2518 901 130 35968 0000 32,245 396
2017 45 Bonhill Boulevard 2518 901 130 35969 0000 36,104 445
Total 740,000 $9,097
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(s) Roll #2518 901 340 34776 0000 — (257-269 Pumpkin Pass, Glanbrook) in the
amount of $3,714 be split amongst the seven newly created lots listed below:

YEAR ADDRESS NOMBER NSSESSMENT | AMOUNT
2017 | 257 Pumpkin Pass | 2518 901 340 34776 0000 51,360 $ 566
2017 | 269 Pumpkin Pass | 2518 901 340 34840 0000 40,736 450
2017 | 267 Pumpkin Pass | 2518 901 340 34834 0000 51,360 566
2017 | 265 Pumpkin Pass | 2518 901 340 34835 0000 48,261 533
2017 | 263 Pumpkin Pass | 2518 901 340 34836 0000 48,261 533
2017 | 261 Pumpkin Pass | 2518 901 340 34837 0000 48,261 533
2017 | 259 Pumpkin Pass | 2518 901 340 34838 0000 48,261 533

Total 336,500 $3,714

(t) Roll #2518 901 340 34777 0000 — (269-279 Pumpkin Pass, Glanbrook) in the
amount of $3,325 be split amongst the six newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT | aMOUNT
2017 271 Pumpkin Pass 2518 901 340 34777 0000 50,131 $553
2017 269 Pumpkin Pass 2518 901 340 34840 0000 47,832 528
2017 273 Pumpkin Pass 2518 901 340 34841 0000 50,131 553
2017 275 Pumpkin Pass 2518 901 340 34842 0000 50,131 553
2017 277 Pumpkin Pass 2518 901 340 34843 0000 53,354 589
2017 279 Pumpkin Pass 2518 901 340 34844 0000 49,671 549

Total 301,250 $3,325
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(u) Roll #2518 901 340 34778 0000 — (279-291 Pumpkin Pass, Glanbrook) in the
amount of $3,325 be split amongst the seven newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 281 Pumpkin Pass 2518 901 340 34778 0000 44,081 $ 496
2017 279 Pumpkin Pass 2518 901 340 34844 0000 35,077 388
2017 283 Pumpkin Pass 2518 901 340 34847 0000 44,981 496
2017 285 Pumpkin Pass 2518 901 340 34848 0000 44,981 496
2017 287 Pumpkin Pass 2518 901 340 34849 0000 44,981 496
2017 289 Pumpkin Pass 2518 901 340 34850 0000 47,869 529
2017 291 Pumpkin Pass 2518 901 340 34857 0000 38,380 424
Total 301,250 $3,325

(v) Roll #2518 901 340 34779 0000 - (291-301 Pumpkin Pass, Glanbrook) in the
amount of $3,325 be split amongst the six newly created lots listed below:

YEAR ADDRESS NUMBER ASSESSMEMT | AMOUNT
2017 | 301 Pumpkin Pass | 2518 901 340 34779 0000 53,354 $ 589
2017 | 299 Pumpkin Pass | 2518 901 340 34853 0000 50,131 553
2017 | 297 Pumpkin Pass | 2518 901 340 34854 0000 50,131 553
2017 | 295 Pumpkin Pass | 2518 901 340 34855 0000 50,131 553
2017 | 293 Pumpkin Pass | 2518 901 340 34856 0000 50,131 553
2017 | 291 Pumpkin Pass | 2518 901 340 34857 0000 47,372 524

Total 301,250 $3,325
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(w) Roll #2518 901 340 34784 0000 — (121-131 Kinsman Drive, Glanbrook) in the
amount of $3,584 be split amongst the six newly created lots listed below:

TAX

YEAR ADDRESS NUMBER NSSESSMENT | AMOUNT
2017 | 121 Kinsman Drive | 2518 901 340 34784 0000 57,308 $ 632
2017 | 123 Kinsman Drive | 2518 901 340 34865 0000 54,443 601
2017 | 125Kinsman Drive | 2518 901 340 34866 0000 54,443 601
2017 | 127 Kinsman Drive | 2518 901 340 34867 0000 54,443 601
2017 | 129 Kinsman Drive | 2518 901 340 34868 0000 57,308 632
2017 | 131 Kinsman Drive | 2518 901 340 34863 0000 46,805 517
Total 324,750 $3,584

(x) Roll #2518 901 340 34785 0000 — (131-141 Kinsman Drive, Glanbrook) in the
amount of $3,584 be split amongst the six newly created lots listed below:

YEAR |  ADDRESS NUMBER 'ASSESSMENT | AMOUNT
2017 141 Kinsman Drive 2518 901 340 34785 0000 57,059 $ 630
2017 139 Kinsman Drive 2518 901 340 34859 0000 54,204 598
2017 137 Kinsman Drive 2518 901 340 34860 0000 54,204 598
2017 135 Kinsman Drive 2518 901 340 34861 0000 54,204 598
2017 133 Kinsman Drive 2518 901 340 34862 0000 54,204 5908
2017 131 Kinsman Drive 2518 901 340 34863 0000 50,875 562
Total 324,750 $3,584
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Executive Summary

An actuarial valuation has been prepared for The Hamilton Street Railway Company Pension Plan
(1994) (the "Plan") as at January 1, 2017 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 January 1, 2020.

Summary of Principal Results

Financial Position

Hypothetical
January 1, 2017 Going Concern Solvency Wind Up
Assets $ 193,491,200 $ 193,291,200 $ 193,291,200
Liabilities 214,681,400 219,410,700 318,997,500
Financial position $  (21,190,200) $ (26,119,500) $ (125,706,300)
Adjustments? - 20,969,500 -
Surplus/(Unfunded
Liability) $ (21,190,200) $ (5,150,000) $ (125,706,300)

Hypothetical
January 1, 2014 Going Concern Solvency Wind Up
Assets $ 174,393,600 $ 174,193,600 $ 174,193,600
Liabilities 192,605,100 196,854,100 279,653,100
Financial position $ (18,211,500) $ (22,660,500) $ (105,459,500)
Adjustments? - 10,593,100 -
Surplus/(Unfunded
Liability) $ (18,211,500) $ (12,067,400) $ (105,459,500)

! 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 January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 3
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Legislative Ratios

January 1, 2017 January 1, 2014
Solvency ratio 0.88 0.89
Transfer ratio 0.61 0.62

Minimum Contribution Requirements

Considering the funding and solvency status of the Plan, the minimum Company contributions for the
period from January 1, 2017 to January 1, 2020 in accordance with legisiative 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 $ - % 80,100 % 160,900
Special payments toward amortizing unfunded

liability 4,774,800 6,339,600 6,339,600
Adjustments - -

Minimum Required Company Contribution $ 4774800 $ 6,419,700 $ 6,500,500

The Company normal cost shown above consists of any non-funded pension increases due to indexation
occurring at the start of 2018 and 2019.

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 4




Aon

Key Assumptions

Appendix D to AF&A Report
17-016 Page 5 of 55

The principal assumptions to which the valuation results are most sensitive are outlined in the following

table.

January 1, 2017

Going Concern

Solvency/
Hypothetical Wind Up

Discount rate

Inflation rate
Indexing rate
Pensionable earnings

Mortality table

Retirement rates

4.50% per year

2.25% per year
1.50% per year
3.25% per year

110% of 2014 Canadian Pensioner
Mortality Table (‘CPM2014PUB")
with generational improvements
using CPM Scale B2D ("*CPM-B")

50% of members retire at the
earliest unreduced retirement age
and 50% at age 62.

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994)

Solvency

Annuity purchases:
3.08% per year

Transfers:
2.30% per year for 10 years,
3.70% per year thereafter

Hypothetical Wind Up
Annuity purchases:

-0.09% per year

Transfers:

1.30% per year for 10 years,
1.60% per year thereafter

Not applicable
Not applicable
Not applicable

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

Age that produces the highest
lump-sum value
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January 1, 2014

Going Concern

Appendix D to AF&A Report
17-016 Page 6 of 55

Solvency/
Hypothetical Wind Up

Discount rate

Inflation rate
Indexing rate

Pensionable earnings
increase

Mortality table

Retirement rates

5.75% per year

2.25% per year
1.50% per year

3.25% per year

110% of 2014 Canadian Pensioner
Mortality Table (“CPM2014PUB”)
with generational improvements
using CPM Scale B2D (“CPM-B")

50% of members retire at the
earliest unreduced retirement age
and 50% at age 62.

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994)

Solvency

Annuity purchases:

3.82% per year

Transfers:

3.10% per year for 10 years,
4.60% per year thereafter

Hypothetical Wind Up

Annuity purchases:
0.15% per year

Transfers:
1.70% per year for 10 years,
2.30% per year thereafter

Not applicable
Not applicable

Not applicable

1994 Uninsured Pensioner Mortality
Table with fully generational
projection Scale AA (sex-distinct
rates)

Age that produces the highest
lump-sum value
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Section 1: Introduction

Purpose and Terms of Engagement

We have been engaged by Corporation of the City of Hamilton, and hereatfter referred to as the City, to
conduct an actuarial valuation of the Plan, registered in Ontario, as at January 1, 2017 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 January 1, 2017;

= Determine the financial position of the Plan as at January 1, 2017 on a solvency and hypothetical
wind up basis;

= Determine the funding requirements of the Plan as at January 1, 2017 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 January 1, 2020.

Summary of Changes Since the Last Valuation

The last such actuarial valuation in respect of the Plan was performed as at January 1, 2014. 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 lmprovements using CPM-B to determine the
annuity purchase liabilities.

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 7
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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 January 1, 2014;

= 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 January 1, 2017 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 January 1, 2017.

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. In particular, this valuation report reflects the City's instruction to fund 66.67% of the cost of
future post-retirement indexing. The full cost thereof is also shown for informational purposes only and
for the valuation of the wind-up position of the Plan.

As a result of a 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. For the purposes of this report, the conditional benefit improvement
has not been reflected in the results that have been reported.

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 January 1, 2017 will result in gains or losses which
will be reflected in the next actuarial valuation report.

* Any non-funded pension increases due to indexation that occurs until the next valuation should be
included in the normal cost contributions. The amount would be equal to the percentage increase in
excess of 1.5% multiplied by the total expected pensions payable in the year of the increase:

= 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 January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 8
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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
January 1, 2017 is shown in the following table. The results as at January 1, 2014 are also shown for
comparison purposes.

Going Concern Financial Position

January 1, 2017 January 1, 2014
Actuarial Value of Assets $ 193,491,200 $ 174,393,600
Going Concern Liabilities
Active members 3 73,380,900 3 73,163,000
Deferred vested members 1,118,100 1,128,100
Retirees 140,182,400 118,314,000
Total Liabilities $ 214,681,400 $ 192,605,100
Going Concern Position $ (21,190,200) $ (18,211,500)
Prior year credit balance - -
Surplus/(Unfunded Liability) $  (21,190,200) $ (18,211,500)
Funded Ratio 0.90 0.91

The above going concern financial position reflects the City's instruction to limit pre-funding of the cost of
post-retirement indexing. The above liabilities would increase to $232,457,600 with full pre-funding,
assuming inflation of 2.25% per annum. This would result in an increased unfunded liability to
$38,966,400, reflecting an 8.3% increase in liabilities. These full funding results are shown for disclosure
purposes only.

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 9
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Change in Financial Position

The major components of the change in the Surplus/(Unfunded Liability) for the period from
January 1, 2014 to January 1, 2017 are summarized in the following table.

Surplus/(Unfunded Liability) as at January 1, 2014 $ (18,211,500)
Expected interest on Surplus/(Unfunded Liability) 3 (3,325,600)
Company special payments in inter-valuation period with interest 11,885,900
Surplus/(Unfunded Liability) as at January 1, 2017 $ (9,651,200)
Change in liabilities due to experience gains/(losses)
Gain/(loss) from investment earnings greater/lower than expected 3 10,881,900
Gain/(loss) due to salary increases lower/greater than expected 1,511,000
Gain/(loss) due to indexation experience 111,200
Gain/(loss) due to retirement experience 3,348,000
Gain/(loss) due to mortality experience 187,600
Gain/(loss) due to termination experience 57,600
Net gain/(loss) due to other experience and miscellaneous items (477,600)
Surplus/(Unfunded Liability) After Experience Gains/(Losses)
as at January 1, 2017 $ 5,968,500
Gain/(Loss) on programming changes $ 1,788,000
Change due to discount rate ’ (28,946,700)
Surplus/(Unfunded Liability) as at January 1, 2017 $ (21,190,200)

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994)
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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 $28,946,700.

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.

Effect

January 1, 2017 $ %
Going concern liabilities $ 214,681,400

Going concern liabilities (discount rate — 1%) $ 243,782,800 $ 29,101,400 13.6%
Going concern liabilities (discount rate + 1%) $ 190,971,700 $  (23,709,700) (11.0)%
Normal cost $ -

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

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 1"
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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 January 1, 2017 is shown in the following table. The solvency financial position
of the Plan as at January 1, 2014 is shown for comparison purposes.

Solvency Financial Position

January 1, 2017 January 1, 2014

Assets

Solvency assets $ 193,491,200 $ 174,393,600

Estimated wind up expenses (200,000) (200,000
Total Assets $ 193,291,200 $ 174,193,600
Solvency Liabilities

Active members $ 76,398,200 $ 78,032,000

Deferred Vested members 1,256,400 1,392,100

Retirees 141,756,100 117,430,000
Total Liabilities $ 219,410,700 $ 196,854,100
Solvency Position $ (26,119,500) $ (22,660,500)
Prior year credit balance - -
Present value of special payments 20,969,500 10,593,100
Solvency liability adjustment - -
Solvency Surplus/(Deficiency) $ (5,150,000) $ (12,067,400)
Solvency ratio 0.88 0.89

Actuarial Valuation as at January 1, 2017 for
The Hamilton Sireet Railway Company Pension Plan (1994) 12
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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 ($193,491,200/ $219,410,700) is equal to 0.88,
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, except for streams established under temporary funding relief options 3, 5,7,
and/or 8) , at the weighted solvency discount rate of 3.00% per year compounded monthly in arrears
determined proportionately by the solvency discount rates used to determine the solvency liabilities.

Annual
Nature of Special Present Value
Deficiency Effective Date End Date Payment as of January 1, 2017
Going concern ~ January 1,2008 December 31, 2023 $ 273,600 $ 1,502,400
Going concern January 1,2010 December 31, 2024 $ 142,800 784,200
Going concern January 1, 2011  December 31, 2025 $ 800,400 4,395,200
Going concern January 1, 2015  December 31, 2020 $ 831,600 4,566,500
Going concern January 1, 2018" December 31, 2032 $ 422,400 1,903,800
Solvency January 1,2015 December 31, 2019 $ 2,726,400 7.817.400
Present Value of Special Payments $ 20,969,500

' In accordance with Regulation, the City has decided to defer new going concern and solvency special payments established as at
January 1, 2017 by 12 months

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 13
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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
January 1, 2017 $ %
Solvency liabilities $ 219,410,700
Solvency liabilities (discount rate — 1%) $ 248,116,000 $ 28,705,300 13.1%
Solvency liabilities (discount rate + 1%) $ 196,005,900 $ (23,404,800) (10.7Y%

Incremental Cost on a Solvency Basis

The incremental cost on a solvency basis represents the present value at January 1, 2017 of the
expected aggregate change in the solvency liabilities between January 1, 2017 and the next calculation
date, that is, January 1, 2020. 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 $ 4,605,000 $ 3,511,000 $ 4,027,000

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 14
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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 January 1, 2017 for
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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 are included that would be payable under the postulated scenario that
would maximize benefits. The hypothetical wind up valuation is determined using benefit entitlements 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 January 1, 2017 is shown in the following table. The
hypothetical wind up financial position of the Plan as at January 1, 2014 is shown for comparison
purposes.

Hypothetical Wind Up Financial Position

January 1, 2017 January 1, 2014

Assets
Hypothetical wind up assets 193,491,200 174,393,600
Estimated wind up expenses (200,000) (200,000)
Total Assets 193,291,200 174,193,600
Hypothetical Wind Up Liabilities
Active members 115,284,600 100,191,700
Deferred vested members 2,149,200 3,455,100
Retirees 201,563,700 176,006,300
Total Liabilities 318,997,500 279,653,100
Hypothetical Wind Up Surplus/(Deficiency) (125,706,300) (105,459,500)
Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 16
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Transfer Ratio

The transfer ratio is determined as follows:

January 1, 2017 January 1, 2014

(1) Hypothetical wind up assets $ 193,491,200 3 174,393,600

Prior year credit balance (A) $ - $ -
Total company normal cost and
required special payments until

next mandated valuation (B) $ 17,695,000 $ 11,334,000

(2) Asset adjustment Lesser of (A) and (B) $ - 3 -

(3) Hypothetical wind up liabilities $ 318,997,500 $ 279,653,100

Transfer Ratio [(1)-(2)1/ (3) 0.61 0.62

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 17




Appendix D to AF&A Report
17-016 Page 18 of 55

Aon

Section 5: Contribution Requirements

Contribution Requirements in Respect of the Normal Cost

Active members no longer accrue further credited service, and as such, there are no current service
contributions required, except that the unfunded portion of 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 January 1, 2009 December 31, 2023 $ 273,600
Going concern January 1, 2010 December 31, 2024 142,800
Going concern January 1, 2011 December 31, 2025 800,400
Going concern January 1, 2015' December 31, 2029 831,600
Solvency January 1, 2015’ December 31, 2019 2,726,400

$ 4,774,800

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. In accordance with
Regulation, the City has decided to defer all new going concern and solvency special payments
established as at January 1, 2017 by 12 months. The following table summarizes the amortization
schedules of special payments after the aforementioned adjustments.

Present Value as of

January 1, 2017
Revised For Going

Nature of Annual Special Concern For Solvency
Deficiency Effective Date Revised End Date Payment Valuation® Valuation®
Going concern January 1, 2009 December 31, 2023  $ 273600 $ 1,645,200 $ 1,502,400
Going concern January 1, 2010 December 31, 2024 142,800 961,200 784,200
Going concern January 1, 2011 December 31, 2025 800,400 5,937,000 4,395,200
Going concern January 1, 2015 December 31, 2029 831,600 8,217,000 4,566,500
Going concern January 1, 2018* December 31, 2032 422,400 4,429,800 1,903,800
Solvency January 1, 2015 December 31, 2019 2,726,400 n/a 7,817,400
Solvency January 1, 2018* December 31, 2022 1,142,400 n/a 5,150,000

$ 6,339,600 $ 21,190,200 $ 26,119,500

' In accordance with Regulation, the City decided to defer new going concern and solvency special payments established as at

January 1, 2014 by 12 months
2 The values in this table were developed using the going concern interest rate of 4.50% per year compounded monthly in arrears
® The values in this table were developed using the weighted average solvency interest rate of 3.00% per year compounded

monthly in arrears

In accordance with Regulation, the City decided to defer new going concern and solvency special payments established as at
January 1, 2017 by 12 months

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994)
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Prior Year Credit Balance ("PYCB”)

The City has elected not to track or apply any PYCB to reduce the special payments.

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.

There is no excess surplus as at the Valuation Date.

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

City normal cost $ - 3 80,100 $ 160,900
Special payments toward amortizing
unfunded liability 2,048,400 2,470,800 2,470,800
Special payments toward amortizing
solvency deficiency 2,726,400 3,868,800 3,868,800

Required application of excess surplus - - -
Permitted application of surplus - - -
Minimum Required Company Contribution $ 4,774,800 $ 6,419,700 $ 6,500,500

The City normal cost for 2018 and 2019 includes the assumed annual pension increases of 0.75% (over
and above the 1.5% accounted for in the going concern liabilities) as at January 1, 2018 and
January 1, 2018.

Actuarial Valuation as at January 1, 2017 for
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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 - 3 - % -
Greater of the unfunded liability and the

hypothetical wind up deficiency 125,706,300 - -
Required application of excess surplus - - -
Maximum Deductible Company Contribution $ 125,706,300 $ - % -

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 full cost of plan indexing so we are ignoring the normal cost funding of the short term indexing

Actuarial Valuation as at January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1994) 20
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Section 6; Actuarial Certificate

Actuarial Opinion, Advice and Certification for The Hamilton
Street Railway Company Pension Plan (1994)

Canada Revenue Agency Registration Number: 0253344
Provincial Registration Number: 0253344

Opinion

This actuarial certification forms an integrai part of the actuarial valuation report for the Plan as at
January 1, 2017. | confirm that | have prepared an actuarial valuation of the Plan as at January 1, 2017
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 January 1, 2020.

| 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 /ncome Tax Act.

»  The pre-1990 maximum pension restrictions in Subsection 8504(6) of the Regulations to the /ncome
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 January 1, 2017 for
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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, Ontario M5V 3M2

October 2017

Actuarial Valuation as at January 1, 2017 for
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Appendix A: Assets
Asset Data

The Plan’s assets are held in a master trust arrangement with 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 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.

Adjusted Market Value of Assets

The following is a summary of the composition of the Plan's assets by asset type as reported in the Plan’s
audited financial statements as at January 1, 2017. For comparison purposes, the composition at the
previous valuation date of January 1, 2014 is also shown.

January 1, 2017 January 1, 2014
$ % $ %
Cash and equivalent $ 1,781,661 1.0% $ 2,125,148 1.2%
Canadian fixed income 83,582,168 43.2% 56,148,770 32.2%
Canadian equities 60,066,127 31.0% 59,587,240 34.2%
Foreign equities 48,061,258 24.8% 56,532,456 32.4%
Total Invested Assets $ 193,491,214 100.0% $ 174,393,614 100.0%

Actuarial Valuation as at January 1, 2017 for
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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%

Actuarial Valuation as at January 1, 2017 for
The Hamilton Sireet Railway Company Pension Plan (1994)
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Reconciliation of Changes in Adjusted Market Value of Assets

The table below reconciles changes in the adjusted market value of assets between January 1, 2014 and

January 1, 2017.

Jan 1, 2014 to
Dec 31, 2014

Jan 1, 2015 to
Dec 31, 2015

Jan 1, 2016 to
Dec 31, 2016

Adjusted Market Value of Assets,
Beginning of Plan Year

$ 174,393,614

$ 185,422,911

$ 183,944,432

Contributions During Plan Year

Employee contributions 3 3462 § - 3 -

Employer normal cost - - -

Employer special payments 1,388,400 5,020,298 4,874,148
Total $ 1,391,862 $ 5,020,296 $ 4,874,148
Benefit Payments During Plan Year

Non-retired members’ $ (482,801) § (477,292) % (68,125)

Retired members (9,978,808) (10,226.568) (10,495,534)
Total $ (10,461,609) $ (10,703,860) $ (10,563,659)
Transfers During Plan Year

Into plan $ - 3 - % -

Out of plan (270.538) (109,751) (717,511)
Total $ (270,538) $ (109,751) $ (717,511)
Fees/Expenses

Investment fees/expenses 3 (639,563) $ (525,954) 3 (556,832)

Non-investment fees/expenses (250,299) (197.111) (207,291)
Total $ (889,862) $ (723,065) $ (764,123)
Investment Income $ 21,259,444 $ 5,037,901 $ 16,717,927
Adjusted Market Value of Assets,
End of Plan Year $ 185,422,911 § 183,944432 $ 193,491,214
Rate of return, net of fees/expenses "12.0% 2.4% 8.8%

Development of Actuarial Value of Assets

The actuarial value of assets is equal to the adjusted market value of assets.

' Includes members who have terminated employment or died

Actuariai Valuation as at January 1, 2017 for

The Hamilton Street Railway Company Pension Plan (1994)
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Appendix B: Membership Data

Source of Data

This valuation was based on member data provided by the Company as of January 1, 2017. 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;

= A reconciliation of birth, hire, and participation dates against the corresponding dates provided for the
last valuation to ensure consistency of data;

= A reconciliation of credited service against the corresponding amount provided for the last valuation
to ensure that no member accrued any credited service from January 1, 2014;

» A reconciliation of pensionable earnings against the corresponding amounts provided for the last
valuation to identify any unusual increases or decreases;

= A reconciliation of accrued benefits against the corresponding amounts provided for the last valuation
to identify any unusual benefit accruals;

= A reconciliation of any stated benefit payments in 2014, 2015 and 2016 (for retired, terminated or
deceased employees) against the financial statements of the pension fund for confirmation of the
payments; and

= A reconciliation 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 January 1, 2017 for
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Membership Summary

“The table below reconciles the number of members as of January 1, 2017 with the number of members
as of January 1, 2014 and the changes due to experience in the period.

Active Deferred Vested Retirees Total
As at January 1, 2014 448 28 570 1,046
New members 0 0] 0 0
Paid out 0 ()] 0 (4)
Terminations 2) 2 0 0
Deaths 3) ) (59) (83)
Retired (54) 0 54 0
New spouses (1) 0 34 33
Transferred 0 0 0 0
Data corrections o 1 _ 0 1
As at January 1, 2017 388 26 599 1,013

Actuarial Valuation as at January 1, 2017 for
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January 1, 2014

Number

Average age

Average pensionable service
Average earnings

Proportion female

Deferred Pensions

388

52.8

10.56

$ 66,849
24.2%

January 1, 2017

448

51.3

11.9

$ 63,296
22.8%

January 1, 2014

Number

Average age

Average deferred pension
Proportion female

Retired Members and Beneficiaries

26
54.2

$ 3,714
42.3%

January 1, 2017

28

50.4

$ 5,064
42.9%

January 1, 2014

Number

Average age

Average annual lifetime pension
Average annual bridge pension
Proportion female

599

75.5

$ 17,319
$ 535
31.6%

570

74.4

$ 16,490
$ 793
29.3%

' The average deferred pension excludes one member who is only entitled to a refund of their contributions with interest.

Actuarial Valuation as at January 1, 2017 for
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Active/Disabled Membership Distribution

The following table provides a detailed summary of the active/disabled membership at the valuation date
by years of credited service and by age group. For privacy reasons, average pensionable earnings is not
shown for groups with 2 or less members.

Age <5 510 10-156 15-20 20-25 25-30 >=30 Total
<35 3 3
$ 61,632 61,532
3540 16 2 18
$ 66,556 * 67,067
40-45 23 19 42
$ 64,792 66,421 65,529
45-50 28 27 3 2 60
$ 66,993 65,844 $ 80,032 * 67,039
50-55 38 27 4 20 18 107
$ 66,262 66,056 $§ 70,462 $ 65865 $ 72,398 67,325
55-60 16 21 6 23 21 2 89
$ 63,704 66,123 $ 65050 $ 68254 $ 69,701 * 66,940
60-65 8 14 5 9 9 8 53
$ 63,851 63,161 $ 64,046 $ 76,143 $ 63,301 $ 65,959 65,999
>=65 1 2 1 1 4 4 3 16
* * * *$ 73051 $§ 75943 $ 64,334 69,470

Total
Count 133 112 19 55 52 14 3 388
Average Salary $ 65,531 65,778 $ 680942 $ 68462 $ 69,784 $ 68,380 $ 64,334 66,849

* Omitted for privacy reasons

Actuarial Valuation as at January 1, 2017 for
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Deferred Vested/Retired Membership Distribution

The following table provides a detailed summary of the deferred vested/retired membership at the

valuation date by age group.

Deferred Vested Retired Members
Age Members and Beneficiaries
<50 6
$ 2,105
50-55 8
$ 2668
55-60 8 17
$ 5,071 $ 24,327
60-65 2 47
$ * $ 22,293
65-70 125
$ 22,579
70-75 2 121
$ * $ 18,731
75-80 95
$ 15,588
>=80 194
$ 12,076
Total
Count 26 599
Average lifetime pension $ 3,714 $ 17,319

* Omitted for privacy reasons

17-016 Page 30 of 55

! The average deferred pension excludes one member who is only entitled to a refund of their contributions with interest.
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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 eamings 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 January 1, 2017 for
The Hamilton Street Railway Company Pension Plan (1984) 31




Aon

The actuarial assumptions and methods used in the current and previous vaiuations are summarized

below and described on the following pages.

January 1, 2017
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January 1, 2014

Economic Assumptions
Discount rate

Inflation rate

Increases in pensionable earnings

Increases in year's maximum
pensionable earnings (“YMPE")

Increases in maximum pension limit

Post-retirement indexing rate

4.50% per year
2.25% per year
3.25% per year

2.75% per year

$2,914.44 in 2017,
then 2.75% per year

1.50% per year

5.75% per year
Same
Same

Same

$2,770.00 in 2014;
then 2.75% per year

Same

All expenses Taken into account in the Same
discount rate assumption
Margin for adverse deviation Included above Same
Demographic Assumptions
Mortality table 2014 Canadian Pensioners Same
Mortality Table — Scale B
(110% of Public)
Retirement rates 50% of members retire at Same
the earliest unreduced
retirement age and 50% at
age 62.
Termination rates Not relevant Same
Disability rates Not relevant Same
Proportion married
Non-retired proportion with spouse  85% with opposite-sex Same
spouse
Non-retired spousal age differential  Males three years older Same
Retired members Actual marital status and Same
ages are used
Margin for adverse deviation included above Same
Methods
Actuarial cost method Projected unit credit Same
Asset valuation method Market value of assets Same

Actuarial Valuation as at January 1, 2017 for

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 January 1, 2017 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 5.20%
Non-investment expenses (0.20)%
Investment expenses
Passive 1) (0.07)%
Actively managed (2) (0.20)%
(M+(2) (0.27)%
Additional returns due to active management 0.20%
Margin for adverse deviations 0.30)%
Unrounded Discount Rate 4.63%
Rounded Discount Rate 4.50%
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Inflation 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.

Increases in Pensionable Earnings

The assumption for increases in pensionable earnings reflects the assumed rate of inflation, plus
allowances for the effect of productivity growth and individual merit.

Increases in YMPE

As the benefits paid to a member from the Plan are dependent on the future YMPE, it is necessary to
make an assumption regarding the future increases in the YMPE.

The assumed increase in the YMPE reflects the assumed rate of inflation plus the productivity increase
assumption.

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.

Interest on Member Contributions

Interest is credited on member contributions with the rate credited by chartered banks on five-year
personal fixed term deposits. The assumption for interest on member contributions reflects our expected
increase in these rates, and is consistent with historical rates.

Expenses

Since the discount rate has been established net of all/investment expenses, no explicit assumption is
required for all/investment expenses.
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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 well
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 this mortality table and projection
scale are considered reasonable.

We have adjusted the base rates of the table by 110% to account for the size of the pensions members
are receiving.

Retirement

Retirement rates are typically developed taking into account the past experience of the Plan. Accordingly,
the rates of retirement have been developed as our expectation of the best-estimate rates of retirement
based on the Plan provisions and our experience with other similar plans.

Termination of Employment
No allowance has been made for termination of employment prior to retirement on the basis that the
impact of including such an assumption would not have a material impact on the valuation results.

Proportion of Members with Spouses and Spousal Age Differential

These assumptions are relevant to the valuation of benefits since there is a subsidized joint and survivor
benefit available for members with a spouse. The proportion of members who will have a spouse is based
on broad population statistics. The spousal age difference was based on broad population statistics.
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Other

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 projected unit credit actuarial cost method has been used for this valuation. Under this method, the
actuarial present value of benefits in respect of service prior to the valuation date, but based on
pensionable earnings projected to retirement, is compared with the actuarial asset value, revealing either
a surplus or an unfunded actuarial liability.

With respect to service after the valuation date, the ei(pected value of benefits for service in the year
following the valuation date (i.e., the normal cost) net of any required employee contributions is
expressed as a percentage of the expected value of participating payroll for that year. The employer
normal cost contributions are determined each year by applying this percentage to the actual participating
payroll for the year.

When calculating the actuarial present value of benefits at the valuation date, the present value of all
retirement, withdrawal and preretirement death benefits are included. For each member, the retirement,
withdrawal and preretirement death benefits for a particular period of service are first projected each year
into the future taking into account future vesting, early retirement entitlements and minimum
pension/value entitlements. These projected benefits for each future year are then capitalized, multiplied
by the probability of the member leaving the Plan in that year and discounted with interest and
survivorship to the valuation date. The actuarial present value of benefits for the particular period of
service is then determined by summing the present values of these projected benefits.

The pattern of future contributions necessary to pre fund future benefit accruals for any one particular
individual will increase gradually as a percentage of their pensionable earnings as the individual
approaches retirement. For a stable population (i.e., one where the demographics of the group remain
constant from year to year), the normal cost will remain relatively level as a percentage of payroll. The
projected unit credit 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
projected unit credit 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.
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Appendix D: Solvency and Hypothetical Wind Up
Assumptions and Methods

Valuation Assumptions

January 1, 2017 January 1, 2014
Economic Assumptions
Discount rate for Solvency
Transfer value basis 2.30% per year for 10 years;  3.10% per year for 10 years;
— Active, disabled, suspended and  3.70% per year thereafter 4.60% per year thereafter
deferred members not retirement
eligible
Annuity purchase basis 3.08% per year 3.82% per year
— All retired members, survivors and
beneficiaries
Duration used to determine annuity 10.63 9.70
purchase basis
Discount rate for Hypothetical
Wind Up
Transfer value basis 1.30% per year for 10 years; 1.70% per year for 10 years;
— Active, disabled, suspended and ~ 1.60% per year thereafter 2.30% per year thereafter
deferred members not retirement
eligible
Annuity purchase basis -0.09% per year 0.15% per year
— Ali retired members, survivors and
beneficiaries
Income Tax Act dollar limit $2,914.44 per year $2,770.00 per year
Blended rate used to determine 3.00% per year 3.53% per year

solvency special payments
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January 1, 2017

January 1, 2014

Demographic Assumptions
Mortality table

CPM2014 with generational
improvements using Scale CPM-
B' (sex-distinct rates)

1994 Uninsured

Pensioner Mortality Table

with fully generational

projection Scale AA (sex-

distinct rates)

Withdrawal rates Not Applicable Same
Retirement age Age that produces the highest Same
lump-sum value
Termination of employment Terminate with full vesting Same
Marital status
Non-retired spousal proportion 85% with spouses Same
Non-retired spousal age differential Males three years older than Same
female spouses
Retired members Actual marital status and ages Same
are used
Other
Wind up expenses $200,000 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

' No preretirement mortality was applied
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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 0% 100%
Retirement eligible 100% 0%
Deferred Vested Members
Not retirement eligible 0% 100%
Retirement eligible 100% 0%
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 Grow-in to early retirement and other ~ Grow-in to early retirement and other
benefits were included benefits were included

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 from the valuation
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Justification for Valuation Assumptions

The development of the discount rates is shown below.

Solvency lump-sum discount rate for 10 years = V122542" + 90 bps
= 1.43% + 0.90%
= 2.33% (rounded to 2.30%) per year

Solvency lump-sum discount rate thereafter =V122544" + 0.5 x (V122544" — V122542 + 90 bps
= 2.34% + 0.5 x (2.34% — 1.43%) + 0.90%
= 3.69% (rounded to 3.70%) per year

Solvency annuity purchase discount rate = V39062 + Duration Adjustment
=2.21% + 0.87%
= 3.08% 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, 20168 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 January 1, 2017.

For benefit entitiements 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. The impact of including such an assumption
would not have a material impact on the valuation, since the value of the death benefit is approximately
~ equal to the value of the accrued pension.

Pensionable Earnings

To estimate active and disabled members’ best average earnings, we have used actual historical member
earnings.

' CANSIM Series (annualized)
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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; 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 $200,000.

Calculation of Special Solvency Payments

To calculate the special payments necessary to liquidate the Solvency deficiency we used a weighted
average of the unsmoothed discount rates based on the relative proportions of benefit entitlements that
are expected to be settled by purchase of annuities and lump-sum transfer.

Unisex Assumption

The liabilities are valued on a sex-distinct basis. The determination of the unisex percentage used in the
payment of commuted values to non-Quebec members eligible for portability is based on the proportion of
non-Quebec active and deferred vested liabilities for males and females. As such, the determination of
commuted value liabilities on a sex-distinct basis in the solvency/hypothetical wind-up valuation is
appropriate.

Actuarial Cost Methods

Unit credit (accrued benefit) cost method as prescribed.

Asset Valuation Method Considerations

For the purpose of the solvency valuation, assets were valued at market value, adjusted by in-transit cash
flows.
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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 t,

accrual of service to time t,

expected changes in benefits to time 1,

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 t.

— Active and inactive Plan members as of time 0 are considered in calculating the incremental cost.
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Appendix E: Summary of Plan Provisions

This funding valuation was based on Plan design information provided by the City as of January 1, 2017.
The following is a summary of the main provisions of the Plan.

Effective Date

July 1, 1980 (Prior plans, running continuously, applied before this date).

Eligibility

Prior to January 1, 2009, full time employees must join on completion of six months of continuous service.
Part time employees are eligible to join after two years of service, provided, they have either:

» Earnings of at least 35% of the Canada Pension Plan (CPP) Year's Maximum Pensionable Earnings
(YMPE), or

» 700 hours of employment

in each of two consecutive calendar years immediately prior to joining the Pension Plan.

Effective January 1, 2009, the Plan has been closed to new members.

Retirement

Normal Retirement Date
Age 65.

Unreduced Retirement Date

Members may retire with no reduction in accrued pension following attainment of age plus service
(including OMERS service) totalling 85 years, but not earlier than age 55.
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Early Retirement Date

Members may retire after their 55" birthday. In this case, the pension will be reduced as per the table
below:

Adjustment Between Age Reached and Initial Date of
Age at Retirement Unreduced Retirement

Active member 1/2% for each month (up to 80 months) preceding the
earlier of the date the member's age reaches 65, or the
member's age plus service* reaches 85.

Plus

1/3% for each month (greater than 60 but less than 120
months) preceding the earlier of the date the member's age
reaches 65, or the member's age plus service* reaches 85.

Member entitled to a deferred pension Actuarial equivalent of the deferred pension payable at age
» 65

* including OMERS service

Credited Pension

Normal Retirement Pension

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. The “average pensionable earnings” are defined as the
average of best five years’ earnings. The average YMPE is the average of the YMPE for the last thirty-six
months of the Plan membership.

In the event that pensions accrued under the prior plan exceed the pension accrued under this Plan for
service prior to July 1, 1980, then the pension is increased accordingly.

Credited service includes an additional six months of past service for all active members as at
January 1, 2009, subject to satisfying certain employment continuation requirements.

Active members accrue no credited service under this Plan with respect to service on and after
January 1, 2009.
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Bridge Benefit

A bridge benefit is payable on early retirement in the amount of $18.00 per month per year of employment
service up to January 1, 2009 to a maximum of 30 years of employment service, reduced by the early
retirement reduction as described above. The bridge benefit stops at age 65 or death, if earlier, and is
fully indexed.

Normal Form of Pension

The normal form of Pension Benefit is payable for life with a five year guarantee. A 50% continuation is
provided to a surviving spouse. The spouse is defined to be the spouse as of the date of death or
retirement subject to only one spouse having entitlements and the spouse at retirement taking
precedence if more than one spouse would otherwise exist. If the age difference between the member
and the spouse is greater than five years, the pension is actuarially reduced.

Indexing

Effective January 1, 2009, pension benefits payable following retirement and surviving spouse pensions
are to be increased at the same rate provided under OMERS (100% of inflation up to a maximum of 6%
each year) for both lifetime and bridge pensions in payment on and after January 1, 2009.

Benefits Paid Following Termination of Employment

The member may elect to receive a cash settlement as specified in the Plan rules, or a deferred pension
(subject to provincial legislation regarding locking-in requirements).

For current active members, all pre-1987 entitlements are 100% vested. For members with at least 2
years of membership, all entitlements are 100% vested.

Death Benefits Prior to Retirement

In the event of death in service, a member's beneficiary will receive a return of contributions according to
the description in the Plan rules, or a spousal pension equal to 50% of the member's accrued entitlement.
The “50% rule” for post 1986 accruals applies.

Death Benefits After Retirement

Optional forms of pension are available on an actuarially equivalent basis to the normal form of pension.

50% Rule (Excess Contributions)

Upon a member's termination of service or death after two years of membership in the Plan, or
retirement, the employer must fund at least 50% of the value of any benefits resulting from years of
credited service after January 1, 1987.
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Contributions

Prior to 2003, a member contributed 7.5% of earnings less contributions which are made to the Canada
Pension Plan. However, for calendar years 1999-2002 the employees were not required to contribute
because by Plan terms employee contributions cannot occur without equal City contributions. Effective
January 1, 2009, members are neither required nor permitted to make contributions to the Plan.

A copy of a letter from the City certifying the accuracy and completeness of the Plan provisions
summarized in this report is included in Appendix H of this report.
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Appendix F: History of Plan

Predecessor plans were established with effect from July 1, 1980, which succeeded plans originally
established in the mid-to-late 1940s. The current Plan dates from January 1, 1994 when two predecessor
plans were merged.

Prior to July 1, 1980, pension benefits were provided through group annuity policies with the Prudential
Assurance Company Limited. Benefits with respect to service during this period together with these group
annuity policies were transferred to this Plan. These annuities were placed on a paid-up basis. Most of
the insured benefits were provided through participating annuities; the rest were provided through non-
participating annuities. The participating annuities were credited with bonuses as established by
Prudential from time to time.

In September 1986, except for pensions in the course of payment and certain deferred vested members,
these group annuities were cashed out, with the proceeds being added to the invested assets of the Plan.

At the prior plan’s inception, annuity contracts were purchased by the Plan when a member retired.
Assets and liabilities in respect of such purchased annuities are excluded from this report. With effect
from June 1986, new retirees were paid out of the fund on a monthly basis. For administrative reasons,
since January 1988 pension payments are now made by the City of Hamilton (and were formerly made by
the Region of Hamilton-Wentworth) subject to reimbursement by the Plan. Such actions are merely flow-
through transactions, with no financial consequences whatsoever to the Plan. In fact, such actions save
the Plan any costs of cheque issuance, etc., and as such, have a beneficial effect on the Plan.

Early Retirement windows have been effected at several dates under predecessor plans between 1991
and 1993 inclusive.

Effective January 1, 1999 the Plan was amended as follows:

A. The early retirement reduction is equal to
a. the lesser of

i. %2 % for each month (up to 60 months) by which age is less than age 65, and

ii. % % for each month (up to 60 months) by which age plus service is less than 85
years,

plus

b. the lesser of

i. %% for each month (in excess of 60 months, but not in excess of 120 months)
by which age is less than age 65, and

ii. Y% for each month (in excess of 60 months, but not in excess of 120 months)
by which age plus service is less than 85 years.

B. A bridging benefit is payable on early retirement in the amount of $18.00 per month per year of
employment service, to a maximum of 30 years of employment service (accrued to December
31, 2008), reduced by the early retirement reduction as described above.
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C. Indexing on May 1, 1999, May 1, 2000 and May 1, 2001 will be based on the greater of the
current formula or 1% for all pensioners and beneficiaries who are paid from the Plan.

D. During 1999 and 2000 members are not required to contribute. During 2001 members were
scheduled to contribute 1% of pensionable earnings with a minimum equal employer
contribution. Employer contributions during 1999-2001 will equal member contributions,
contingent upon the amounts being within amount required and permitted by applicable
authorities. Since Employer contributions cannot occur due to restrictions in the Income Tax Act,
no employee contributions will occur in 2001, with further review scheduled thereafter.

Effective May 1, 2002 the Plan was amended to provide that indexing on May 1, 2002 will be based on
the greater of the current formula or 1% for all pensioners and beneficiaries who are paid from the Plan.

Effective January 1, 2003, the Plan was amended to reflect agreement (as per the current Collective
Bargaining Agreement, effective April 1, 1998) which provides that contributions by members and the City
shall be equal annually, unless member contributions are constrained by the Income Tax Act.

Effective January 1, 2009, the Plan was amended to provide the following:

Post-retirement indexation that mirrors the indexation provided under OMERS (100% of inflation up to
a maximum of 6% each year);

No future service accruals;
Six months additional credited service, subject to certain employment continuation requirements;
OMERS service used for eligibility for certain benefits;

An increase in the joint and survivor normal form of pension to 66 2/3% from 50%; conditional upon
an actuarial report being filed that discloses a plan surplus. 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 draw a pension from the plan.
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Appéndix G: 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 to the Act.

* The maximum deductible company contribution refers {o 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

— Reaquired application of excess surplus.

The company normal cost and special payments for this Plan will be deductible under
Section 147.2(2) of the /ncome 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.
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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 January 1, 2017 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 entitiements 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 January 1, 2017 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 instalments 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 pius 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 Act 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 January 1, 2017 for
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Appendix H: Administrator Certification

With respect to The Hamilton Street Railway Company Pension Plan (1994), forming part of the actuarial
report as at January 1, 2017, | 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.

\ ' .D‘\‘\“‘LQJVQ\( \:w\;c\x\wg S‘Q“w\ﬁ\%&'
?\\Q\\D\Y‘Q& mﬁu\% .T‘:k'xtd‘\gb}‘ e QQ\’PQ\’"G\*"Q &
Title Cantr ly v '

horized Sighatgry
; / //Z\ d J 29, Lut7

Signature Date

Name {print) of




Appendix D to AF&A Report
17-016 Page 55 of 55

Aon

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 o 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 people solutions and through industry-leading global resources and technical
expertise. Aon has been named repeatediy as the world’s best broker, best
insurance intermediary, reinsurance intermediary, captives manager and

best employee benefits consulting firm by muitiple 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.

This document contains confidential information and trade secrets protected by copyrights owned
by Aon Hewitt. The document is intended to remain strictly confidential and to be used only for

* your internal needs and only for the purpose for which it was initially created by Aon Hewitt. No part
of this document may be disclosed to any th:rd party or reproduced by any means w&thout the pnor .
written consent of Aon Hewitt. =~ - - =
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At KPMG, we are passionate about earning your trust. We take deep
personal accountability, individually and as a team, to deliver
exceptional service and value in all our dealings with you.

At the end of the day, we measure our success from the only
perspective that matters — yours.




CXeCutive summeary

Audit and business risk

Our audit is risk-focused. In planning our audit we have taken into account key
areas of focus for financial reporting. These include:

Revenue recognition and deferral policies including grants
Tangible capital assets

Employee future benefits liability

Landfill iability

Investment and related income

Operating expenditures

See pages 4 — 6 and Appendix 1

Audit Materiality

Materiality has been determined based prior period total revenues. We have

reviewed the scope of work across segments and businesses across the group.
Materiality will be set at lower thresholds where necessary to meet requirements

of various funding agencies. We have determined group materiality to be
$45,900,000 for the year ending December 31, 2017 (2016 — 44,000,000).
See page 8

KPMG team

The KPMG team will be led by Lois Ouellette, and she will be supported by Paul

Ciapanna, Senior Manager and the audit team.
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Independence

We are independent and have extensive quality control and conflict
checking processes in place.

Current developments

Please refer Appendix 6 for relevant accounting changes relevant to the
Company.

A collective audit approach

We have planned the audit to coordinate our work with our information risk
management group to reduce overlap and leverage their work performed.

We will continue to liaise regqularly and extensively with our information risk
management group.

Effective communication

We are committed to transparent and thorough reporting of issues to senior
management and the Audit Committee. We have planned our work closely with
your management team.

This Audit Planning Report should not be used for any other purpose or by anyone other than the Audit, Finance and Administration Committee. KPMG shall have no
responsibility or liability for loss or damages or claims, if any, to or by any third party as this Audit Planning Report has not been prepared for, and is not intended for, and
should not be used by, any third party or for any other purpose.
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flsk of f;audutennrevenue recogmtlon can be rebutted but the risk of management override of control cannot, since management is typlcally in a

unlque ppsmon to, perpetrate fraud because of its ability to manipulate accountmg records and prepare fraudulent financial statements by overrldlng | ‘

q_ontrols that otherW|se appear to be operatmg effectively. ,

B

‘ ‘. ngmﬂcant

' reportmg psks

Fraud risk from
revenue recognition

* fmancnal “ \J

This is a presumed fraud risk under Canadian
Auditing Standards.

We have identified the following areas where
this presumed fraud risk is relevant:

- Government grants
- Development charges

Government grant revenue recognition is
dependent on the terms of the grant and can be
complex depending upon the terms. The City
receives many different types of grants with
different terms and conditions.

Fraud could include misapplying expenditures to
incorrect grant funded programs in order to
maximize returnable funding.

The nature of development charges and their
use create complexity in the timing of revenue
recognition.

|

| I
Our audit approach t
|
Ll ! L
Our audit approach will consist of evaluating the design and implementation
and testing the operating effectiveness of selected relevant controls. It will

also consist of performing substantive procedures to address the relevant
assertions associated with the significant risk.

Fraud risk from
management
override of controls

This is a presumed fraud risk.

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

As the risk is not rebuttable, our audit methodology incorporates the required
procedures in professional standards to address this risk. These procedures
include testing of journal entries and other adjustments, performing a
retrospective review of estimates and evaluating the business rationale of
significant unusual transactions
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AUdit approach (continued
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| | ‘Other areas of1

focus¢' \;

Government Grants

“‘: ’1“\ ,,“‘ :

Il i

biﬁer areas of focus ‘mclude the! foﬂowmg

Risk of material misstatement related
to the completeness and accuracy of
grant revenue

Our audit approach

Substantive test of timing of revenue recognition

Tangible Capital
Assets

Risk of material misstatement related
to the classification, completeness,
and accuracy of tangible capital
assets

Evaluate the design and implementation of controls over disbursements
Test the operating effectiveness of the controls
Substantive test to confirm treatment as an asset versus expense

Employee Future
Benefits

Risk of material misstatement related
to the completeness and accuracy of
the liability and related expenses

Substantive test over liability balance
Reliance is placed on work of actuary

Landill Liability

Risk of material misstatement related
to the completeness and accuracy of
the liability and related expenses

Substantive test over the completeness and accuracy of the liability

Investments and
related income

Risk of material misstatement related
to the existence and valuation of
investments and accuracy of related
income

Substantive approach
Confirmation of balances
Assess valuation

Operating
expenditures
including payroll

Risk of material misstatement related
to the completeness, existence, and
accuracy of expenditures

Evaluate design and implementation of controls over disbursements
Test the operating effectiveness of the controls
Substantive test to confirm treatment as expense
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Audit apor oach continued

P i “.‘1‘ e : Gt I

FLrofessmnal standardsl re urre that we obtain an understanding of the City’s organizational structure, rncludlng its components and therr envrronrnents that

IS sufflcrent‘ i;o rdentlfy those componentethat are financially significant or that contain specific risks that must be addressed during our audit. i! o
Group audrtors are requrred to be involved in the component auditors’ risk assessment in order to identify significant risks to the group ﬁnancral i
statements r'f such srgnrfrcant rrsks are |dentrfred the group auditor is required to evaluate the approprrateness of the audit procedures to be performed to
re‘sp‘bnd ‘ he |dent|f|ed risk.
b :

‘ 1 r |
.cornponents over whlcq we plan to perform audit procedures are as follows:

! M_{‘ 'ﬁ

Our audit approach

Hamilton Utilities Corporation Individually financially significant Statutory audit of component financial statements

Auditor: KPMG
Hamilton Public Library, Hamilton Non-significant components; however, Statutory audit of component financial statements
Street Railway Company, Hamilton necessary to issue group audit opinion Same KPMG audit partner and audit team

Renewable Power Incorporated,
CityHousing Hamilton, BlAs, Mohawk
4]ce Centre, Hamilton Farmers Market

Auditor: KPMG

Confederation Park, Westfield Heritage Non-significant components; however, Substantive audit procedures over material transactions
Village, Flamborough Recreation Sub-  necessary to issue group audit opinion

Committees, Hamilton Police Services

Board
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Data g ana\vncs N the audit

e will be lntegratmg Data & Analytlcs (D&A) procedures: into our planned audit approach Use of innovative D&A allows us to' analyze greater quantlt‘es
of data dlg‘ deeper and dell\(er more value from our audit. ' o

| el

We beheve that D&A wﬂl lmprove both the quality and effectiveness of our audit by allowing us to analyze large volumes of fmanClaI mformatton qwckly, .

enhancmg our‘dnderstandmg of your, busmess as well as enabling us to desxgn procedures that better target risks. i

Planned D&A routines

Journal Entry Testing — We plan to utilize KPMG application software (IDEA) to evaluate the completeness of the journal entry
population .
— We further plan to utilize computer-assisted audit techniques (CAATSs) to analyze journal entries and
apply certain criteria to identify potential high-risk journal entries for further testing.

— This will help us to identify discrepancies in completeness of the journal entry populations provided to us,
and will also enable us to filter journal entries for certain higher risk criteria, thereby making our
procedures to cover the risk of management overrides more targeted and effective.

— This will also allow us to evaluate and identify key journal entries that may not be supported with a valid
business rationale.

Detailed results and summary insights gained from D&A will be shared with management and presented in our Audit Findings Report.
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Materialty

The determination of materiality requires professional judgment and is based on a combination of quantitative and qualitative assessments including the
nature of account balances and financial statement disclosures.

The first step is the determination of the amounts used for planning purposes as follows:
B T T
L Miafer‘lal‘lty‘ |
/|| determination

i

Comments | e Amount (in 000’s) .
‘ | e

|

Benchmark Based on prior period total revenues. This benchmark is consistent with the prior year. $1,837,901

Materiality Determined to plan and perform the audit and to evaluate the effects of identified $45,900
misstatements on the audit and of any uncorrected misstatements on the financial
statements. The corresponding amount for the prior year’s audit was 44,000.

% of Benchmark The corresponding percentage for the prior year’s audit was 2.5% 2.5%

Performance materiality Used 75% of materiality, and used primarily to determine the nature, timing and extent of ~ $34,400
audit procedures. The corresponding amount for the 2016 audit was $33,000.

Audit Misstatement Threshold used to accumulate misstatements identified during the audit. The $2,295
Posting Threshold corresponding amount for the previous year's audit was $2,200.
(AMPT)

Professional standards require us to re-assess materiality at the completion of our audit based on period-end results or new information in order to confirm
whether the amount determined for planning purposes remains appropriate. Our assessment of misstatements, if any, in amounts or disclosures at the
completion of our audit will include the consideration of both quantitative and gualitative factors.
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IQHN dented and experienced (eam

‘ Team member ‘ ( Background / experience

Lois Ouellette, CPA, CA -
Lead Audit Engagement Partner
louellette@kpmg.ca -
905-687-3276

35 years of experience serving Public Sector
clients

PSAB resource within KPMG for the province
of Ontario and is a member of the Global
Public Sector Accounting Standards Team.

Authored the PSAB Financial Reporting
course for the Institute of Chartered
Accountants of Ontario (*ICAQ”, now CPAO).

Taught the Chartered Professional
Accountants of Ontario PSAB 101 course.

l Discussion of role

— Lois will lead our audit for City of Hamilton and be
responsible for the quality and timeliness of everything
we do.

- She will often be onsite with the team and will always
be available and accessible to you.

Paul Ciapanna, CPA, CA -
Audit Senior Manager
ppciapanna@kpmg.ca -
905-523-2228

7 years of public account experience serving
several clients reporting in the public sector.

Municipal audit experience with the Town of
Oakyville, City of Hamilton, Region of Niagara
and Town of Milton.

Previously interim acting treasurer of the Town
ship of Wainfleet.

— Paul will work very closely with Lois on all aspects of
our audit for the City.

—~ He will be on site and directly oversee and manage
our audit field team and work closely with your
management team.




Vale f0r 1ees

The value of our audit services

We recognize that the primary objective of our engagement is the
completion of an audit of the consolidated financial statements in
accordance with professional standards. We also believe that our
role as external auditor of the City and the access to information
and people in conjunction with our audit procedures, place usin a
position to provide other forms of value. We know that you expect
this of us.

We want to ensure we understand your expectations. To facilitate
a discussion (either in the upcoming meeting or in separate
discussions), we have outlined some of the attributes of our team
and our processes that we believe enhance the value of our audit
service. We recognize that certain of these items are necessary
components of a rigorous audit. We welcome your feedback.

— Extensive municipal experience on our audit team — as
outlined in our team summary, the senior members of our
team have extensive experience in audits of municipalities.
This experience ensures that we are well positioned to identify
and discuss observations and insights that are important to
you;

— Involvement of KPMG specialists — Our audit team is
supported by specialists in information risk management. We
use these specialists to provide insights and observations
resulting from their audit support processes;

— Statutory audits — we will act as the core liaison for the City.
We will ensure that all statutory audits are performed efficiently
by ensuring work is not duplicated and knowledge is shared
between corporate team and site teams. Most importantly we
will ensure you are receiving quality audit service throughout
the audit.
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Our fees are set out in our audit proposal where we
considered the nature, extent and timing of our planned audit
procedures as described above. Our fee analysis has been
reviewed with and agreed upon by management based upon

our most recent proposal.

Matters that could impact our fee

The proposed fees outlined above are based on the assumptions
described in the engagement letter.

The critical assumptions, and factors that cause a change in our
fees, include:

Changes in professional standards or requirements arising as
a result of changes in professional standards or the
interpretation thereof;

Changes in the timing of our work
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HOW we dellver audit oual

| DEPTH OF EXPERIENCE £ TWO-WAY ;
o8s v A COMMUNlCATION

1" - £A L@

] Years Industry Continuity Involvement : Ongomg
'experlence experience ; of team of specialists | ‘ d:alogue
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|

. "Prbfound Materialit ‘ - , o pmly ‘
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Appendix 1: Audit quality and risk management

Appendix 2: KPMG’s audit approach and methodology

Appendix 3: Required communications

Appendix 4: Data & analytics in audit

Appendix 5: Current developments
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Appendix 1: AUdIT qualty and risk managemen

KPMG maintains a system of quality control designed to reflect our drive and
determination to deliver independent, unbiased advice and opinions, and also
meet the requirements of Canadian professional standards.

of our quality control systems.

Quality control is fundamental to our business and is the responsibility of every
partner and employee. The following diagram summarises the six key elements

Visit our Audit Quality Resources page for more information including access to our audit quality report, Audit quality: Our hands-on process.

- Other controls include:

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

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

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

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

. Personnel
. Mmanagement

Audit quality
and risk
management

. clents/
‘ i‘epga'geme;nt‘

" Acceptance &
. continuance of |

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

We do not offer services that would impair
our independence.

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

— Assignment based on skills and experience;
- Rotation of partners;

— Performance evaluation;

- Development and training; and

— Appropriate supervision and coaching.

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

Existing audit relationships are reviewed
annually and evaluated to identify
instances where we should discontinue
our professional association with the client.
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Appendix 2- KPMG'S audit approach and methodology

Technology-enabled audit workflow (eAudIT)

Engagement Setup

Tailor the eAudIT workflow to your
circumstances

Access global knowledge specific to your
industry

Team selection and timetable

Completion

Tailor the eAudIT workflow to your
circumstances

Update risk assessment

Perform completion procedures and overall
evaluation of results and financial
statements

Form and issue audit opinion on financial
statements

Obtain written representation from
management

Required Audit Committee communications
Debrief audit process

Risk Assessment

Tailor the eAudIT workflow to your
circumstances

Understand your business and financial
processes

Identify significant risks

Plan the use of KPMG specialists and
others including auditor's external experts,
management experts, internal auditors,
service organizations auditors and
component auditors

Determine audit approach

Evaluate design and implementation of
internal controls (as required or considered
necessary)

Testing

Tailor the eAudIT workflow to your
circumstances

Perform tests of operating effectiveness of
internal controls (as required or considered
necessary)

Perform substantive tests
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ABPeNdiX 3: Required communications

In accordance with professional standards, there are a number of
communications that are required during the course of our audit. These
include:

— Management representation letter — we will obtain from management
certain representations at the completion of the annual audit. In accordance
with professional standards, copies of the representation letter will be
provided to the Audit Committee

— Audit findings report — at the completion of our audit, we will provide a
report to the Audit Committee

— Engagement letter — the objectives of the audit, our responsibilities in
carrying out our audit, as well as management’s responsibilities, are set out
in the engagement letter and any subsequent amendment letters.

— Audit planning report - as attached

- Required inquiries — professional standards require that during the planning
of our audit we obtain your views on risk of fraud and other matters. We
make similar inquiries to management as part of our planning process;
responses to these will assist us in planning our overall audit strategy and
audit approach accordingly
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Appendix 4. Data & analyics In audit

Turning data into value

KPMG continues to make significant investments in our Data & Analytics (D&A)
capabilities to help enhance audit quality and provide actionable insight to our
clients by unlocking the rich information that businesses hold.

When D&A is applied to the audit, it enables us to test complete data populations
and understand the business reasons behind outliers and anomalies.
Advancements in D&A tools allow us to analyze data at more granular levels,
focusing on higher risk areas of the audit and developing insights you can then
leverage to improve compliance, potentially uncover fraud, manage risk and

more.
KPMG is enhancing the audit
The combination of our proven industry experience, technical know-how and D&A enabled
external data allows us to focus our audit on the key business risks, while audit .
ovidi | t insights of val . -
providing relevant insights of value to you methodology
For the audit For your business
‘1‘ \“H‘ Jﬂ;!,*"!u}\‘k . ‘ .
i f‘ Ah‘d.it‘qualitl’( o Actionable insight
— Automated testing of 100% of — Helping you see your business
the population from a different perspective
— Focuses manual audit effort — How effectively is your
on key exceptions and organization using your

identified risk areas systems?
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Appendix o Current developments

Current developments, created by KPMG Public Sector and Not-for-profit Practice, summarizes regulatory and governance matters impacting Government Organizations. We
provide this information to help you understand upcoming changes and challenges they may face in the industry. We attach this summary to every audit plan and findings report
(if significant changes occur).

A new accounting standard that addresses the reporting of legal obligations associated with the retirement of long-lived tangible capital assets currently in productive use is
under development by PSAB. A Statement of Principles that addresses the accounting and reporting of retirement obligations associated with tangible capital assets controlled
by a public sector entity was issued in 2014. PSAB has had regular updates on this project. An exposure draft is under development and is expected to be issued in Q1 2017.
Implementation of this standard will require a review of the legal obligations associated with the retirement of long-lived tangible capital assets. An effective date for this
standard has not yet been proposed.

The following is a summary of the current developments that are relevant to the City.

}Stan‘da‘ljd_““ Pt : Summary and implications | o - | Reference "

PS 3380 — Contractual Right This standard is a disclosure standard which defines contractual rights to future assets and revenue
and sets out the required disclosures.

Information about a public sector entity's contractual rights should be disclosed in notes or schedules
to the financial statements and should include descriptions about their nature and extent and the
timing. The standard also indicates that the exercise of professional judgment would be required when
determining contractual rights that would be disclosed. Factors to consider include, but are not limited
to:
(a) contractual rights to revenue that are abnormal in relation to the financial position or usual
business operations; and

(b) contractual rights that will govern the level of certain type of revenue for a considerable
period into the future.

Examples of a contractual right include contractual rights to receive payments under a shared cost
agreement or contractual rights to receive lease payments.

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s
December 31, 2018 year end).

Implications: Additional disclosures may be required if contractual rights to assets or revenue exist.




L
|

\“ NE i
‘Standard' |
PS 2200 Related Party Disclosures
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‘Summary and implications | | | Reference,

This standard relates to related party disclosures and defines related parties. Related parties could be
either an entity or an individual. Related parties exist when one party has the ability to control or has
shared control over another party. Individuals that are key management personnel or close family
members may also be related parties.

Disclosure is only required when the transactions or events between related parties occur at a value
different from what would have been recorded if they were not related and the transactions could have
a material financial impact on the financial statements. Material financial impact would be based on an
assessment of the terms and conditions underlying the transaction, the financial materiality of the
transaction, the relevance of the information and the need for the information to enable the users to
understand the financial statements and make comparisons.

This standard also specifies the information required to be disclosed including the type of transactions,
amounts classified by financial statement category, the basis of measurement, and the amounts of
any outstanding items, any contractual obligations and any contingent liabilities. The standard also
requires disclosure of related party transactions that have occurred where no amounts has been
recognized.

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s
December 31, 2018 year end).

Implications: Related parties will have to be identified. Additional disclosures may be required with
respect to transactions with related parties.

PS 3420 Inter-entity Transactions

This standard relates to the measurement of transactions between public sector entities that comprise
the government’s reporting entity.
Transactions are recorded at carrying amounts with the exception of the following:
- In the normal course of business — use exchange amount
Fair value consideration — use exchange amount

- No or nominal amount — provider to use carrying amount; recipient choice of either carrying
amount or value fair

Cost allocation — use exchange amount

This standard is effective for fiscal periods beginning on or after April 1, 2018 (the City’s
December 31, 2018 year end).

Implications: The City will have to identify these transactions and determine if they have been
measured at the carrying amount if required.

PS 3210 Assets

This standard provides a definition of assets and further expands that definition as it relates to control.
Assets are defined as follows:

- They embody future economic benefits that involve a capacity, singly or in combination with
other assets, to provide goods and services, to provide future cash inflows, or to reduce cash
outflows.
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"Sta}nj(}ia‘r;d“u‘\‘!H‘:‘i R '| Summary and implications ' |Reference

- The public sector entity can control the economic resource and access to the future
economic benefits.

- The transaction or event giving rise to the public sector entity’s control has already occurred.

The standard also includes some disclosure requirements related to economic resources that are not
recorded as assets to provide the user with better information about the types of resources available
to the public section entity.

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s
December 31, 2018 year end).

Implications: Assets will have to be reviewed to determine if they meet this definition.

PS 3320 Contingent Assets This standard defines contingent assets.
They have two basic characteristics:
- An existing condition or situation that is unresolved at the financial statement date.
- An expected future event that will resolve the uncertainty as to whether an asset exists.

The standard also has specific disclosure requirements for contingent assets when the occurrence of
the confirming event is likely.

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s
December 31, 2018 year end).

Implications: Additional disclosures may be required if contingent assets exist.

Financial Instruments A standard has been issued, establishing a standard on accounting for and reporting all types of
financial instruments including derivatives. The effective date of this standard has recently been
deterred and it is now effective for fiscal periods beginning on or after April 1, 2019 (the City’s
December 31, 2020 year-end).

Implications: This standard will require the City to identify any contracts that have embedded
derivatives and recognize these on the consolidated statement of financial position at fair value.
Portfolio investments in equity instruments are required to be recorded at fair value. Changes in fair
value will be reported in a new financial statement — statement of re-measurement gains and losses.
This standard sets out a number of disclosures in the financial statements designed to give the user
an understanding of the significance of financial instruments to the City. These disclosures include
classes of financial instruments and qualitative and quantitative risk disclosures describing the nature
and extent of risk by type. The risks to be considered include credit, currency, interest rate, liquidity,
and market risk.
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PS 3280 Asset Retirement Obligations A exposure draft has been issued and the Public Sector Accounting Board is deliberating the
comments received on the exposure draft. A final handbook section is expecting in Q2 2018.
This is a new accounting standard to address the reporting of legal obligations associated with
the retirement of tangible capital assets.

The proposed effective date for this new standard is for fiscal periods beginning on or after
April 1, 2021,

Implications: This standard will require the city to identify the legal obligations associated
with the retirement of tangible capital assets. Such liabilities will increase the carrying value of
TCA and be expensed in a systematic and rational manner. The obligations include the cost of
post-retirement operation, maintenance and monitoring. The liability will have to be estimated
using present value techniques.
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kpmg.ca/audit

KPMG LLP, an Audkt, Tax and Advisory firm (kpmg.ca} and a Canadian hmited habifity partnership established under the taws of Ontario, Is the Canadian member firm of KPMG Intermational Cooperative ("KPMG International”),

KPMG member firms around the world have 174,000 professionals, in 155 countiiss.
The independent member firms of the KPMG network are affiliated with KPMG Internalional, a Swiss entity. Each KPMG firm is a legally distincl and separate entity, and describes iself as such,
6 2017 KSMG LLP, a Canadian limited liabidity pastnership and a member firm of the KPMG network of independent member firms affiiated with KPMG Infernational Cooperative ("KPMG Intematicnal™), a Swiss entity. All righis reserved.
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The work involved a review and assessment of 103 call types, which represented 80%
of the annual call volume in order to identify areas that would benefit from the
consolidation. Based on the analysis, call volumes from 22 areas were recommended

for consolidation and included the following:

Accessible Transportation Services
Animal Services

Building Construction

Business Licensing

Building Division

Facilities

Forestry

Lottery Licensing

Ontario Works Program®

Ontario Works Special Supports®
Ontario Works Intake™

Parking

Parks

Property Standards
Recreation Booking
Recreation Reception
Roads

Taxation

Transit

Waste

Water

Immunization Program (pending review
of new system)

Given the complexity of the calls and the review of OW, the call type and pattern does
not align with the operating principles within a large in-bound call centre. As such, OW
was identified as outside of scope.

The revised call volumes are comprised for the following 18 areas:

Accessible Transportation Services
Animal Services

Building Construction

Business Licensing

Building Division

Facilities

Forestry

Lottery Licensing

Parking

Parks

Property Standards
Recreation Booking
Recreation Reception
Roads

Taxation

Transit

Waste

Water

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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CITY OF HAMILTON
BUDGETED COMPLEMENT TRANSFER SCHEDULE

STAFF COMPLEMENT CHANGE

t

Complement Transfer to another division or departmen

14 Public Works Water Customer Service Rep 3.0 Corporate Services Customer Service - Customer Contact Centre Customer Service Rep 3.0
Explanation: The transfer of 3 FTE from PW to Customer Service as a result of call consolidation. Job grade G (salary and all associated position costs).
12 Public Works Transit Transit Clerk 7.0 Corporate Services Customer Service - Customer Contact Centre Customer Service Rep 7.0

Explanation: The transfer of 7 FTE from PW to Customer Service as a result of call consolidation. Job grade G (salary and all associated position costs).

(1) - Al other budgeted complement changes that require Council approval per Budgeted Complement Control Policy
must be done through either separate report or the budget process (i.e. Increasing/decreasing budgeted complement).

(2) - If a position is changing, the impact of the change is within 1 pay band unless specified.
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