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KPMG LLP

Commerce Place

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

Telephone (905) 523-8200

Fax (905) 523-2222

INDEPENDENT AUDITORS' REPORT

To the Members of Council, Inhabitants and Ratepayers of the City of Hamilton:

Opinion

We have audited the financial statements of Mohawk 4 Ice Centre (the Centre), which
comprise:

the statement of financial position as at December 31, 2019
the statement of operations for the year then ended

the statement of changes net debt for the year then ended
the statement of cash flows for the year then ended

and notes to the financial statements, including a summary of significant accounting
policies (Hereinafter referred to as the “financial statements”).

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

Basis for Opinion

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

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

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

KPMG LLP is a Canadian limited liability partnership and a

member firm of the KPMG network of independent member firms

affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity.
KPMG Canada provides services to KPMG LLP.

KPMG Confidential
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Responsibilities of Management and Those Charged with
Governance for the Financial Statements

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

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

We also:

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

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

¢ Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Entity's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
2
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uncertainty exists related to events or conditions that may cast significant doubt on
the Entity's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditors’ report. However, future events or conditions
may cause the Entity to cease to continue as a going concern.

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

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

/g,ﬂ{ 2
e

Chartered Professional Accountants, Licensed Public Accountants

Hamilton, Canada
March 1, 2020
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Statement of Financial Position
December 31, 2019, with comparative information for 2018
2019 2018
Financial assets
Cash and cash equivalents $ 79,659 $ 339,578
Accounts receivable 216,060 216,290
Due from the City of Hamilton 240,137 -
535,856 555,868
Liabilities
Accounts payable and accrued liabilities 170,820 165,626
Deferred revenue (note 5) 417,532 410,739
Due to the City of Hamilton - 27,711
588,352 604,076
Net debt (52,496) (48,208)
Non-financial assets
Prepaid expenses 52,496 48,208

Accumulated surplus $ - $ -

See accompanying notes to financial statements.



Appendix “B” to Report HSC24010

MOHAWK 4 ICE CENTRE rage Tl
Statement of Operations
Year ended December 31, 2019, with comparative information for 2018
Budget 2019 2018
Revenues:
Ice rentals (note 3 (b)) $ 2,363,726 $2,387,839  $ 2,376,311
League 556,000 593,813 573,565
Leases 168,938 165,938 161,448
Advertising 102,000 118,847 88,462
Vending 25,200 26,365 20,458
Other 14,450 20,143 17,692
Tournament 6,000 7,909 4,857
Total revenues 3,236,314 3,320,854 3,242,793
Expenses:
Debt repayment to City of Hamilton (note 3 (g)) 969,924 969,924 969,924
Salaries and benefits 813,000 838,867 803,427
Utilities 590,000 582,317 565,216
Repairs and maintenance 229,500 238,176 247,823
Management fees (note 3 (c)) 218,400 224,809 217,217
League 189,600 195,832 190,266
Insurance 45,600 47,579 45,842
Bank charges and interest 29,580 32,170 33,122
Marketing and sales 15,120 16,347 22,354
Office 12,900 15,627 12,577
Telephone 4,560 4,744 4,497
Tournament 2,750 3,592 2,212
Professional fees 3,500 3,560 6,300
Travel 1,680 1,980 1,560
Training 4,200 1,221 3,719
Booking software 6,000 - -
Total expenses 3,136,314 3,176,745 3,126,056
Annual Surplus 100,000 144,109 116,737
Transfer to City of Hamilton’s Reserve for Capital
Projects (note 3 (d)) (100,000) (106,280) (99,996)
- 37,829 16,741
Profit share expense (notes 3 (f), 4) - (37,829) (16,741)

Annual surplus after reserve transfer and profit sharing - - -

Accumulated surplus, beginning of year - - -

Accumulated surplus, end of year $ - $ - $ -

See accompanying notes to financial statements.
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Statement of Changes in Net Debt
Year ended December 31, 2019, with comparative information for 2018

2019 2018
Annual surplus $ - $ -
(Increase) decrease in prepaid expenses (4,288) (1,076)
Change in net debt (4,288) (1,076)
Net debt, beginning of year (48,208) (47,132)
Net debt, end of year $ (52,496) $ (48,208)

See accompanying notes to financial statements.
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Statement of Cash Flows
Year ended December 31, 2019, with comparative information for 2018
2019 2018
Cash provided by (used in):
Operating activities:
Annual surplus $ - $ -
Change in non-cash assets and liabilities:
Accounts receivable 230 (80,507)
Prepaid expenses (4,288) (1,076)
Accounts payable and accrued liabilities 5,194 16,336
Deferred revenue 6,793 19,855
Due from City of Hamilton (267,848) 165,517
Net change in cash and cash equivalents (259,919) 120,125
Cash and cash equivalents, beginning of year 339,578 219,453
Cash and cash equivalents, end of year $ 79,659 $ 339,578

See accompanying notes to financial statements.
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MOHAWK 4 ICE CENTRE

Notes to Financial Statements

Year ended December 31, 2019

1. Nature of operations:

The Mohawk 4 Ice Centre (the “Centre”) is a four pad arena complex owned by The Corporation of the
City of Hamilton (“City of Hamilton”). The City of Hamilton entered into a 10 year partnership agreement
(the “Agreement”) with Hamilton Arena Partners Inc. (“HAP”), owned and operated by Nustadia
Recreation Inc., to maintain and operate the Centre. The agreement was renewed in 2014 for an
extension period of 5 years. The agreement expired on March 5, 2019, and as at December 31, 2019
a new agreement has not been signed. However the Centre continues to be operated by HAP under
all the terms and conditions of the original agreement and subsequent extension.

2. Significant account policies:
(a) Basis of accounting:
These financial statements have been prepared in accordance with Canadian Public Sector
Accounting Standards (“PSAS”) as recommended by the Public Sector Accounting Board of the

Chartered Professional Accountants of Canada. Significant accounting policies adopted by the
Centre are as follows:

(b) Basis of accounting:

The Centre follows the accrual method of accounting for revenues and expenses. Revenues are
normally recognized in the year in which they are earned and measureable. Expenses are
recognized as they are incurred and measurable as a result of receipt of goods or services and the
creation of a legal obligation to pay.

(c) Revenues:

Revenues are recognized in the fiscal year in which the related services are performed.

(d) Deferred revenue:

Deferred revenue represents funds collected for which related services have yet to be performed.
These amounts will be recognized as revenue in the fiscal year in which the related services are
performed.
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MOHAWK 4 ICE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2019

2. Significant account policies (continued):
(e) Non-financial assets:

Non-financial assets are not available to discharge existing liabilities and are held for use in the
provision of services. They have useful lives extending beyond the current year and are not
intended for sale in the ordinary course of operations.

(f) Operating and capital reserves and reserve funds

Operating and capital reserves and reserve funds held by the City of Hamilton for use by the Centre
are not reported in these financial statements.

(g) Use of estimates:

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of any contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

3. Transactions with the City of Hamilton:
(a) Bank account:

HAP has established a bank account in its own name pursuant to the operating agreement between
the City of Hamilton and HAP. This bank account is a trust account for the benefit of the City of
Hamilton. The City of Hamilton may at any time require that all monies held in the trust bank account
be transferred to another separate account maintained by the City of Hamilton.

(b) Ice rentals:

The City of Hamilton shall have available 3,620 hours of prime-time ice at the Centre. The City of
Hamilton is responsible for scheduling, invoicing and collecting the revenue for this ice time.
During the year, ice rental revenue in the amount of $547,473 (2018 - $531,528) with respect to
City of Hamilton ice time was included in revenue for the year.

(c) Management fees:

Pursuant to the agreement between the City of Hamilton and HAP, the City of Hamilton has agreed
to pay HAP an annual management fee of $150,000, adjusted annually for increases in the
consumer price index for Hamilton, for managing the facility on behalf of the City of Hamilton. In
addition HAP is entitled to an annual commission equal to 10% of the gross revenues from
sponsorship, advertising, vending, leasing and pouring and naming rights. During the year, the City
of Hamilton paid HAP $224,809 (2018 - $217,217) with respect to these management fees and
commissions.
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MOHAWK 4 ICE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2019

3. Transactions with the City of Hamilton (continued):
(d) Reserves:

The City of Hamilton holds a capital fund reserve for the Centre in the amount of $665,598 (2018 -
$728,571) to be used primarily to finance major capital repairs to the facility. The capital fund has
not been included in the Centre’'s statement of financial position nor has its operations been
included in the statements of operations and changes in net debt.

2019 2018
Balance, beginning of year $ 728,571 $ 688,104
Expenditures made on capital projects (185,796) (77,450)
Contribution to fund future capital projects 106,280 99,996
Interest income earned on the reserve 16,543 17,918
Balance, end of year $ 665,598 $ 728,571

(e) Operating stabilization account:

The City of Hamilton will establish and control a stabilization account to help offset the City of
Hamilton’s cash requirements in dealing with future operating deficits of the Centre. The account
is to be funded from the operating surplus to a maximum of $30,000 per year. Deposits to the
account will continue until the account balance is $250,000.

As at December 31, 2011, the account was fully funded. Thus, no amounts were contributed to the
operating stabilization account in 2019 or 2018.

(f) Operating deficits and surplus:

Subsequent to the first year of operations, the City of Hamilton and HAP have agreed to each fund
50% of any operating deficit. HAP’s obligation to fund an operating deficit in any year is limited to
the annual commission income for the year plus $30,000. The first $30,000 of the operating surplus
is to fund the operating stabilization account. The remaining surplus is to be distributed to the City
of Hamilton (70%) and HAP (30%). As the operating stabilization account is fully funded, the entire
balance of the surplus is distributed between the City of Hamilton and HAP.

(g) Debt repayment:

The construction of the Centre was financed through development charges of $5 million and
internal debt of $12 million. The internal debt charges bear interest at 5.245% and are repayable
in blended monthly installments of $80,828. The debt is held by the City of Hamilton and the Centre
receives an internal debt charge allocation for its repayment. Total repayments made by the Centre
in 2019 was $969,924 (2018 - $969,924).

10
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MOHAWK 4 ICE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2019

4. Related party transactions:
These transactions are in the normal course of operations and are measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.

Accounts receivable include receivables, in the normal course of business, from related parties in the
following amounts:

2019 2018

Nustadia Recreation Inc. $ 13,819 $ 14,988

Accounts payable and accrued liabilities includes trade payables, in the normal course of business, to
related companies, in the following amounts:

2019 2018
Hamilton Arena Partners Inc. $ 42,814 $ 44,317
City of Hamilton 26,480 11,719
Nustadia Recreation Inc. 3,494 3,676

The Centre had the following related party transactions with Nustadia Recreation Inc. during the year:

2019 2018

Advertising, leasing, and vending revenue recognized by the
Centre from contracts administered by Nustadia $ 31,256 $ 27,098
Wage recovery expenses 72,226 81,926

In accordance with the terms of the partnership agreement disclosed in note 3(f), the operating surplus
has been allocated as follows:

2019 2018
City of Hamilton $ 26,480 $ 11,719
Hamilton Arena Partners Inc. 11,349 5,022

$ 37,829 $ 16,741

11
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MOHAWK 4 ICE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2019

5.

6.

Deferred revenue:

Included in deferred revenue are amounts for ice and facility rentals which will take place in the next
fiscal year as well as amounts received for advertising contracts.

2019 2018
Balance, beginning of year $ 410,739 $ 390,884
Receipts 417,532 410,739
Transfer to revenue (410,739) (390,884)

$ 417,532 $ 410,739

Budget:

The budget data is based on the 2019 budget approved by the Facility Management Review Team
on October 25, 2018.
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