FINANCE AND
ADMINISTRATION
COMMITTEE
Tuesday, November 4, 2014
4:00 PM

Henry Baker Hall, Main Floor, City Hall

Office of the City Clerk

Public Agenda
Finance and Administration Committee
Tuesday, November 4, 2014
Approval of Public Agenda
Minutes of the meeting held on September 30, 2014
Administration Reports
FA14-26

Audit Service Report
Recommendation
1. That the 2014 Audit Plan presented by Deloitte be APPROVED.
2. That the Chief Financial Officer be authorized to sign the
engagement letter.

FA14-27

Annual Status Report on City Debt
Recommendation
That this report be forwarded to the November 24, 2014 meeting of
City Council for information.

FA14-28

Lease of Road Right-of-Way Property
Recommendation
1. That a lease agreement between the City of Regina and CBS
OUTDOOR CANADA LP be approved for the subject road rightof-way properties incorporating the terms and conditions as
outlined in the body of this report;
2. That your Administration be authorized to approve the final terms
and conditions of the lease agreements;
3. That the City Clerk be authorized to execute the lease
documents as prepared by the City Solicitor;
4. That this report be considered by City Council on November 24,
2014 after public notice has occurred; and
5. The City Solicitor be instructed to prepare a bylaw for
consideration by City Council, authorizing the lease of the
subject road right-of-way’s.

Office of the City Clerk

FA14-29

1555 - 8th Avenue
Recommendation
That this report be forwarded to the November 24, 2014 meeting of
City Council for consideration.

Adjournment

AT REGINA, SASKATCHEWAN, TUESDAY, SEPTEMBER 30, 2014
AT A MEETING OF THE FINANCE AND ADMINISTRATION
COMMITTEE
HELD IN PUBLIC SESSION
AT 4:00 PM
These are considered a draft rendering of the official minutes. Official minutes can be
obtained through the Office of the City Clerk once approved.
Present:

Councillor Wade Murray, in the Chair
Councillor Bryon Burnett
Councillor Shawn Fraser
Councillor Bob Hawkins

Regrets:

Councillor Terry Hincks

Committee Assistant, Ashley Thompson
Also in
Attendance: Solicitor, Mark Yemen
Chief Financial Officer, Ed Archer
Director, Assessment and Property Taxation, Don Barr
APPROVAL OF PUBLIC AGENDA
Councillor Bob Hawkins moved, AND IT WAS RESOLVED, that the agenda for this
meeting be approved, as submitted.
ADOPTION OF MINUTES,
Councillor Shawn Fraser moved, AND IT WAS RESOLVED, that the minutes for the
meeting held on September 2, 2014 be adopted, as circulated.
ADMINISTRATION REPORTS
FA14-24

Tax Enforcement - Application for Title - 2014 Liens
Recommendation
1. That the Manager of Property Taxation be authorized to proceed with
tax enforcement proceedings and serve six month notices on all parcels
of land included in the list of lands marked as Appendix A.
2. That this report be forwarded to the October14, 2014 meeting of City
Council for approval.

Councillor Bryon Burnett moved, AND IT WAS RESOLVED, that the
recommendations contained in the report be concurred in.
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Tuesday, September 30, 2014

COMMUNICATIONS
FA14-25

Wascana Centre Authority Financial Statements
Recommendation
That this communication be received and filed.

Councillor Bryon Burnett moved, AND IT WAS RESOLVED, that the
recommendations contained in the report be concurred in.
ADJOURNMENT
Councillor Bob Hawkins moved, AND IT WAS RESOLVED, that the meeting
adjourn.
The meeting adjourned at 4:10 p.m.

Chairperson

Secretary

FA14-26
November 4, 2014

To:

Members,
Finance and Administration Committee

Re:

2014 Audit Service Report

RECOMMENDATION
1. That the 2014 Audit Plan presented by Deloitte be APPROVED.
2. That the Chief Financial Officer be authorized to sign the engagement letter.
CONCLUSION
The audit plan as proposed by Deloitte is consistent with prior years. In 2012, Deloitte was
appointed to a five year term for 2012 to 2016.
The Engagement Letter is a required element of the financial statement audit. It establishes
terms necessary for the completion of the audit. The Engagement Letter for the City of Regina
reflects content that is typical for a municipal financial statement audit.
BACKGROUND
Section 159(1) of The Cities Act requires that City Council appoint an auditor for the City who is
a member in good standing of an accounting profession. The City’s auditor, Deloitte, was
selected through a request for proposals process and appointed for a five year term. The audit
includes the Regina Public Library, Regina Downtown, The Warehouse District, Regina
Regional Opportunities Commission, and the Buffalo Pound Water Administration Board.
Effective January 1, 2014, Regina Exhibition Association Ltd (REAL) was continued under The
Non-Profit Act, 1995 (Saskatchewan) and the City has become the sole voting member.
Therefore, the Audit of REAL has been included in the 2014 Audit Service Plan.
It is the responsibility of City Administration to prepare the corporation’s annual financial
statements. The Cities Act requires that the financial statements are prepared according to the
standards established by the Public Sector Accounting Board (PSAB) of the Canadian Institute
of Chartered Accountants.
Deloitte’s role is to express an opinion as to whether the financial statements of the City present
fairly, in all material respects, the financial position of the City of Regina at the end of the year
and the results of operations for the year in accordance with Canadian generally accepted
accounting principles. The attached audit plan, prepared by Deloitte, provides details regarding
its role as auditor and the nature of work it will perform to support its opinion.
The professional standards of the Canadian Institute of Chartered Accountants require that
auditors communicate the scope of all work and all fees to the audit committee. The Finance and
Administration Committee’s terms of reference include responsibility for financial matters
including the annual audit, and thereby functions as the City’s audit committee.
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The plan contains the following information:
1. At a glance – Key elements of the Audit Service Plan
2. Risk assessment – Areas of risk to the City’s financial reporting process that may require
attention.
3. Audit scope – Areas that are subject to an audit examination.
4. Fees for the 2014 Engagement – A schedule of the specific audit areas and the estimated fees
associated with provision of audit services.
5. Audit approach – steps to be completed by Deloitte in performing the audit.
6. Communication requirements – The required communication and timing of communication.
7. Engagement Letter – Generally accepted auditing standards require that Deloitte provide an
Engagement Letter outlining the scope and terms of their engagement as auditor. The
attached Engagement Letter is consistent with generally accepted auditing standards and with
Deloitte’s proposal and the five year audit services agreement entered into when Deloitte was
appointed as auditors. The appendices of the engagement letter include information on the
roles and responsibilities of the auditor, management and the Finance and Administration
Committee in financial reporting and information on recent developments in the industry.
8. Deloitte Resources – A list of Canadian Deloitte resources.
9. Financial Reporting Developments – Recent developments in Public Sector Accounting
Standards that may impact the City are discussed.
RECOMMENDATION IMPLICATIONS
Financial Implications
Base fees for the City of Regina audit are set according to the previously-approved five year
contract. This includes the fees for the City of Regina audit, the Municipal Annual Expenditure
Report (MAER) reports (for Provincial Territorial and Gas Tax Funding requirement) as well as
the cost of additional audits identified on page 9 of the 2014 Audit Service Plan.
The City of Regina is responsible for the costs of audit fees directly related to the City of Regina,
while costs of the audit fees for related entities are borne by those organizations. The 2014
estimated cost to the City of Regina of the audit is $184,100.00. Sufficient funds were included
in the 2014 budget for this work.
Environmental Implications
None related to this report.
Policy and/or Strategic Implications
Section 159 (1) of The Cities Act requires that City Council appoint an auditor for the City who
is a member in good standing of an accounting profession. An unqualified opinion represents an
auditor’s judgement as to the fairness of presentation of the City’s financial statements and their
conformity with Generally Accepted Accounting Principles.
Other Implications
None related to this report.

-3Accessibility Implications
None related to this report.
COMMUNICATIONS
Deloitte has been provided a copy of this report
DELEGATED AUTHORITY
This report is within the delegated authority of the Committee. Although approval of fees for
professional services is within the authority of the Administration under the Regina
Administration Bylaw 2003-69, it is a requirement of the audit profession that an auditor
communicate the scope of all work and all fees to the audit committee through the approval of
the audit plan.
Respectfully submitted,

Respectfully submitted,

June Schultz, Director
Finance

Ed Archer, CFO
Corporate Services

Report prepared by:
Lorrie Schmalenberg, A/Controller

City of Regina
2014 Audit Service Plan

For the year ended December 31, 2014
Presented to the Finance and Administration Committee
November 4, 2014

Deloitte LLP
2103 - 11th Avenue
Mezzanine Level
Bank of Montreal Building
Regina, SK S4P 3Z8
Canada
Tel: 306-565-5200
Fax: 306-757-4753
www.deloitte.ca

November 4, 2014
To the Chairman and Members of the Finance and Administration Committee of the City of Regina
Dear Finance and Administration Committee Members:
Audit service plan for the year ending December 31, 2014
We are pleased to present our 2014 audit service plan for the City of Regina and its subsidiaries (“the
City”), which describes our audit scope and strategy, our protocols for communication with the Finance
and Administration Committee (the “Committee”) and management, and other services we provide for the
City.
We are proud of our relationship with the City. Our objective at Deloitte is to set the standard of
excellence and our team is committed to providing an efficient, high-quality audit. We recognize and are
sensitive to your expectations regarding cost management and quality. We will focus our efforts on higher
risk areas and coordinate our activities with management and make every effort to achieve audit
efficiencies.
We are providing this audit service plan to the Committee on a confidential basis. It is intended solely for
the use of the Committee and City Council to assist them in discharging their responsibilities with respect
to the consolidated financial statements and is not intended for any other purpose.
We look forward to discussing our audit service plan with you and answering any questions you
may have.
Yours truly,

Chartered Accountants
Andrew Geary, CA
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At a glance

As your auditor, we understand that you require Deloitte to perform a high-quality, proactive audit that is
delivered with integrity, objectivity and independence.
Our audit addresses financial statement risks through targeted procedures that are responsive to the
nature of these risks, including changes in the City and the business environment. Our procedures
include identifying and analyzing issues and facts relevant to our audit conclusions and providing
objective challenges to management’s judgments and assumptions.
Our audit approach involves consideration of the following:
Audit scope and
terms of engagement

The audit planning and the preliminary risk assessment activities we conduct enable us to
set the scope of our audit and to design procedures tailored to that scope, as discussed in
the Audit scope section.
The audit service plan considers several factors which are discussed in detail in the body of
the report including:
 Risk assessment
 Internal control matters
 Use of the work of experts
The terms and conditions of our engagement are included in the engagement letter, which
is to be signed on behalf of City Council and management, and is included in Appendix 3.

Independence

We have developed important safeguards and procedures to protect our independence and
objectivity. If, during the year, we identify a breach of independence, we will communicate it
to you in writing. Our communication will describe the significance of the breach, including
its nature and duration, the action taken or proposed to be taken, and our conclusion as to
whether or not the action will satisfactorily address the consequences of the breach and
have any impact on our ability to serve as independent auditors to the City.
We are independent of the City and we will reconfirm our independence in our final report
to the Committee.

Materiality

We are responsible for providing reasonable assurance that your consolidated financial
statements as a whole are free from material misstatement.
Materiality levels are determined on the basis of consolidated results of operations. Our
preliminary estimate of materiality for 2014 is $13,000,000 (2013 - $13,000,000).
We will report to the Committee all uncorrected misstatements greater than a clearly trivial
amount of $650,000 and any misstatements that are, in our judgment, qualitatively material.
In accordance with Canadian Generally Accepted Auditing Standards (“GAAS”), we will
request that misstatements, if any, be corrected.

Audit risks

See the Risk assessment section for further discussion of identified significant risks of
material misstatement for our 2014 audit, and related audit responses.

Audit team

The roles and responsibilities of the individuals who lead our audit team are:
Andrew Geary

Lead Engagement Partner

Karen O’Brien

Enterprise Risk Partner

Gary Thiel

Tax Partner

Royce Bereti

Engagement Manager

Jessica Ré

Senior in charge
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Audit fees

We propose audit fees of $231,300 (2013 - $208,500). An analysis of these fees is included
in our detailed audit plan.

Complete
engagement
reporting

Upon the satisfactory completion of our audit, including the receipt of written
representations from management, we will provide you with an audit report on your
consolidated financial statements.
We will also issue other reports to assist you in fulfilling your responsibilities, as required by
applicable auditing standards. Appendix 2 summarizes the required communications
between Deloitte and the Committee.
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Risk assessment

We compile information from a variety of sources, including
discussions with management and the Committee, to identify risks
to the City’s financial reporting process that may require attention.
Our preliminary risk assessment took into account:
 Key business developments and transactions (internal and
external)
 Current business, regulatory and accounting pronouncements
and developments
 Key management strategies and business plans
 Prior years’ audit results
 Results of procedures relating to internal control, and
 Areas of significant judgment and risk

The results of our audit
planning and risk
assessment drive the
scope and timing of the
audit procedures.

During our risk assessment procedures, we identified significant risks that require special audit
consideration. These risks, along with our planned responses (including both internal control and financial
statement procedures), are listed below. In performing our risk assessment, we have considered the risks
identified by management and the internal auditors in performing their risk assessment.
Our audit planning activities and our preliminary identification of audit risks enables us to set the scope of
our audit and to design audit procedures tailored to the identified risks to financial reporting. The table
below sets out significant risks to financial reporting that we identified during our preliminary planning
activities. The table also includes our proposed response to each risk. Our planned audit response is
based on our assessment of the likelihood of a risk’s occurrence, the significance should a misstatement
occur, our determination of materiality and our prior knowledge of the City.

Areas of Significant Risk for 2014
Revenue recognition
Audit Risk

Assurance standards include the presumption of a fraud risk involving improper revenue
recognition.
Revenue recognition requires judgment in a number of areas, including: analysis of
eligibility criteria for grant revenue, cut off and completeness for fee revenue and cut off
and allowances for tax revenue.

Impact

Revenue, deferred revenue, accounts receivable, taxes receivable.

Our proposed audit
response

We will identify and test relevant controls, and perform focused testing including analysis
of grant agreements, cut off testing and analysis of tax allowances.
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Management override of controls
Audit risk

Assurance standards include the presumption of a significant risk of management
override of controls.
Management is in a unique position to perpetrate fraud because of management’s ability
to directly or indirectly manipulate accounting records and prepare fraudulent financial
statements by overriding controls that otherwise appear to be operating effectively.

Impact

Internal control over financial reporting.

Our proposed
audit response

We will engage in periodic fraud discussions with certain members of senior
management and the finance and administration committee. We will consider the
potential for bias in judgments and estimates, including performing retrospective analysis
of significant accounting estimates. We will evaluate the business rationale for any
significant unusual transactions.
We will evaluate the City’s fraud risk assessment and consider entity-level internal
controls and internal controls over the closing and reporting process. We will tests journal
entries that exhibit characteristics of possible management override of controls.
We will include an appropriate level of professional skepticism when performing tests of
controls.

Civic Employees’ Superannuation and Benefit Plan
Audit risk

Significant assumptions and judgment are involved in selecting the methods and
assumptions used to establish the liabilities, including actuarial valuations of the benefit
obligations and fair value measurement of plan assets. The process used to account for
these items is based on complex calculations that are data-intensive, require numerous
assumptions, and are based on projections.
Any changes to the plan may result in changes to the City’s accounting and disclosure
requirements for the plan.

Impact

Employee benefit obligations.

Our proposed
audit response

To test the appropriateness of the valuation, we will review management’s methodology
for establishing the estimates and test the reasonableness of the assumptions used by
management. We will also test the underlying data and the reliability of the systems used
to capture the information needed to develop the estimates.
We will monitor any changes to the plan to assess any accounting or disclosure
implications.

Use of the work
of experts

We believe that actuarial skill and knowledge is important in our assessment of the City’s
recorded benefit obligations, which we have identified as a significant risk. We will use
our actuarial specialist to assist us in evaluating the control activities implemented by
management in order to develop its estimates and to test key estimates and judgments
management made in order to determine the value of the liabilities.

Valuation of landfill liability
Audit risk

The landfill liability is a complex calculation based on a number of estimates and
judgments such as closure costs, lifespan, and discount rate, making it susceptible to
human error and potential bias.

Impact

Landfill closure and post-closure expenses.

Our proposed
audit response

We will assess the judgments and estimates underlying the calculation, validate the
reasoning behind any changes, and verify other information to external sources where
appropriate.
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Valuation of contributed tangible capital assets
Audit risk

Contributed assets are required to be recorded at fair value which is estimated using
internal expertise, making it susceptible to human error and potential bias.

Impact

Tangible capital assets, revenue.

Our proposed
audit response

We will assess the judgments and estimates underlying the calculations, and validate
factual inputs into the calculations to external sources where appropriate.

Regina Exhibition Association Limited consolidation

Audit risk

In the current year the City took control of Regina Exhibition Association Limited. As
such, Regina Exhibition Association Limited will require to be consolidated from the date
control was obtained.

Impact

Consolidated financial statements

Our proposed
audit response

We will obtain appropriate audit evidence with respect to balances to be consolidated
either through direct audit procedures or review of the component auditor procedures.

Accounting for capital expenditures

Audit risk

Material expenditures in respect of the stadium and waste water treatment plant will be
incurred during the year. Allocation between capital, operating and finance expenses will
need to be assessed in accordance with the underlying transactions.

Impact

Tangible capital assets, operating expenses

Our proposed
audit response

We will identify and test relevant controls, and perform focused testing including analysis
of agreements, cut off testing and analysis of accounting treatment.

New Payment Manager software implementation
Audit risk

Implementation of new Payment Manager software and processes result in new controls
which may be implemented improperly resulting in errors.

Impact

Revenue, cash

Our proposed
audit response

We will assess the controls in place, test the conversion to Payment Manager and
perform detail tests to ensure the system and new processes are working appropriately.

As we perform our audit procedures, we will separately communicate any significant changes to the
significant risks listed above and the reasons for such changes.

Consideration of fraud
Misstatements in the consolidated financial statements can arise from either fraud or error. The
distinguishing factor between fraud and error is whether the underlying action that results in the
misstatement of the consolidated financial statements is intentional or unintentional.
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The following table explains our respective responsibilities towards fraud.
Your responsibilities

Our responsibilities

 The primary responsibility for the prevention

 We are required to obtain representations from
management regarding internal controls,
assessment of risk and any known or suspected
fraud or misstatement.
 As independent auditors, we will obtain
reasonable, but not absolute, assurance that the
consolidated financial statements as a whole are
free from material misstatement, whether caused
by fraud or error.

and detection of fraud rests with
management and the Committee, including
the responsibility for establishing and
maintaining internal controls over the
reliability of financial reporting, ensuring the
effectiveness and efficiency of operations,
the identification of fraud risks and
compliance with applicable laws
and regulations

In determining our audit strategy to address the assessed risks of material misstatement due to fraud,
we will:
 Assign and supervise personnel, taking into account the knowledge, skill and ability of individuals with
significant engagement responsibilities and our assessment of the risks of material misstatement due to
fraud for the engagement.
 Evaluate whether the City’s selection and application of accounting policies, particularly those related to
subjective measurements and complex transactions, may be indicative of fraudulent financial reporting
resulting from management’s effort to manage earnings.
 Incorporate an element of unpredictability when selecting the nature, timing and extent of our
audit procedures.
We will inquire directly of the Committee regarding:
 its views about the risk of fraud,
 whether it has knowledge of any actual or suspected fraud affecting the City and
 the role it exercises in the oversight of fraud risk assessment and the establishment of mitigating
controls.
If we suspect fraud involving management, we will communicate these suspicions to the Committee and
discuss the nature, timing, and extent of audit procedures necessary to complete the audit.
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Audit scope

Designed to obtain reasonable assurance and address the risks
of material misstatements.
An audit is designed to search for potential misstatements that, individually or collectively, are material.
This is done by determining a specific threshold for each engagement and considering other qualitative
factors. The threshold amount is also used to evaluate the significance of uncorrected misstatements that
are noted during the audit.
The audit enables us to express an opinion on whether the consolidated financial statements are
prepared, in all material respects, in accordance with Public Sector Accounting Standards (“PSAS”). The
audit also includes evaluating the appropriateness of accounting policies and the reasonableness of
accounting estimates made by management, and evaluating the overall presentation of the consolidated
financial statements. Our report on the consolidated financial statements and communications required by
PSAS will be in accordance with our findings.

Group audit considerations
An audit is designed to search for potential misstatements that, individually or collectively, are material.
The scope of our audit is to express an audit opinion on the consolidated financial statements of the City,
as well as on the financial statements of:








General Trust,
Buffalo Pound Water Administration Board,
Regina Downtown Business Improvement District,
Regina’s Warehouse Business Improvement District,
Regina Exhibition Association Limited (“REAL”),
Regina Regional Opportunities Commission (“RROC”), and
Regina Public Library (which consolidates Saskatchewan Information and Library Services
Consortium (“SILS”) and the Regina Public Library Home Lottery).

We are the auditors for each of the above entities and will perform audits on the separate financial
statements. We expect the materiality for each of these audits which have yet to be calculated, to be
acceptable for the purpose of our audit of the consolidated financial statements.
We are not the auditors of SILS and the Regina Public Library Home Lottery. Some of the factors we
consider in determining the audit scope at SILS and Regina Public Library Home Lottery include:




The existence of significant risks at SILS and the Regina Public Library Home Lottery.
A consideration of significant accounts and disclosures using materiality levels that are
appropriate to support our audit opinion on the consolidated financial statements of your
organization.
The complexity and nature of the operations, internal controls, and accounting issues at SILS and
the Regina Public Library Home Lottery.
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Based on our analysis of these risks, we have determined the scope of work we consider necessary to
provide an appropriate basis for our audit opinion on the consolidated financial statements. Both SILS and
the Regina Public Library Home Lottery are deemed to be not significant based on the above analysis.
Therefore, we will limit our audit work to performing analytics at the group level.

Internal control matters
We will obtain an understanding of internal control relevant to the audit and will evaluate the design of
controls relevant to the audit and determine whether they have been implemented. We plan to place
reliance on internal control relevant to the audit as appropriate in the following areas:




Expenditure Business Cycle
Taxation Revenue Business Cycle
Utility Revenue Business Cycle

We will inform the Committee and management of any significant deficiencies that are identified in the
course of conducting the audit.

Audit scope uncertainty
Our audit service plan is based on several assumptions. Circumstances may arise during the
engagement that could significantly affect the scope and the extent and timing of our audit procedures.
These circumstances may include, but are not limited to:
 a deterioration in the quality of the City’s accounting records during the current year engagement
compared to the prior-year engagement
 the agreed-upon level of support by the City’s Internal Audit department is not provided or is not
suitable for our purposes
 the identification of significant deficiencies in the City’s internal control that result in the expansion of our
audit procedures
 the identification, during our audit, of a significant level of proposed audit adjustments
 the occurrence of significant new issues or changes, such as:
‒
‒
‒
‒
‒
‒
‒

New accounting issues
Changes in accounting policies or practices from those used in prior years
Events or transactions not contemplated in our budget
Changes in the City’s financial reporting process or IT systems
Changes in the City’s accounting personnel, their responsibilities, or their availability
Changes in auditing standards
Changes in the City’s use of experts or the specialists and/or their work product does not meet the
qualifications that Canadian GAAS require for us to be able to use their work

 Changes in the audit scope caused by events that are beyond our control.
If any of these or similar such circumstances arise during the course of our audit we will discuss them on
a timely basis with management and provide the Committee with a report regarding the impact on our
audit at its next scheduled meeting. Matters that we consider to be significant and that may be sensitive
from a reporting timing perspective will be communicated immediately to the Chair of the Committee.
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Audit fees

We focus our activities and make every effort to optimize the
efficiency of our audit
We recognize and are sensitive to your concerns about managing costs. Therefore, we will maximize the
efficiency of our audit by focusing on risk areas and coordinating our activities with management.
We have challenged our professionals to identify engagement efficiencies and considered their
suggestions when developing our audit plan.
The following fee estimate is preliminary and may be adjusted based on the final scope of our audit and
our final determination of the audit procedures that we consider necessary to enable us to express an
opinion on the consolidated financial statements. Our anticipated level of work and the associated fee
estimate do not include the effect of any regulatory or other changes to existing auditing and accounting
standards yet to be issued.
We will seek the Committee’s pre-approval before commencing any additional procedures arising from
any unexpected changes.
2014

2013

2013

Estimated

Actual

Estimated

$132,300

$128,500

$128,500

-

10,000

10,000

Implementation of payment manager

5,000

-

-

Re-organization of financial reporting structure

5,000
12,300

11,900

11,900

 Regina Downtown Improvement District

8,800

8,500

8,500

 Regina Warehouse Business Improvement District

7,300

7,100

7,100

 Regina Regional Opportunities Commission

16,800

16,300

16,300

 Regina Public Library

27,000

26,200

26,200

 Regina Exhibition Association Limited*

16,800

-

-

$231,300

$208,500

$208,500

The 2014 estimated fees are as follows:
(Amounts in dollars)
Audit fees
 City
Implementation of tangible capital asset module

 Buffalo Pound Water Administration Board

Subtotal
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2014

2013

2013

Estimated

Actual

Estimated

 Review of existing cash management processes

-

10,000

16,500

 Follow up audit of changes to cash management
processes

17,000

-

16,500

 Provincial Territorial Funding Return

12,400

12,070

13,000

 Gas Tax Funding Return

12,400

12,070

12,000

-

-

5,000

3,540

3,440

3,500

-

9,900

-

$45,340

$47,480

$66,500

$276,640

$255,980

$275,000

The 2014 estimated fees are as follows:
(Amounts in dollars)
Other assurance fees

 Regina Police Services Victim Services Funding
Return
 Regina Regional Opportunities Commission Core
Funding Return
 Building Communities Program Funding Return
Subtotal
Total
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Appendix 1 – The Deloitte risk-based
audit approach

A consistent approach that supports a dynamic environment
Deloitte’s audit approach is a systematic methodology that enables us to tailor our audit scope and plan
to address the unique issues facing the City.

These steps are not necessarily sequential nor are they mutually exclusive. For example, once we’ve
developed our audit plan and the audit is being performed, we may become aware of a risk that was not
identified during the planning phase. Based on that new information, we would reassess our planning
activities and adjust the audit plan accordingly.
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1. Initial planning
The Deloitte audit approach begins with an extensive planning process that includes:







Assessing your current business and operating conditions
Understanding the composition and structure of your business and organization
Understanding your accounting processes and internal controls
Understanding your information technology systems
Identifying potential engagement risks
Planning the scope and timing of internal control and substantive testing that take into account
the specific identified engagement risks
 Coordinating our activities with Internal Audit, and
 Coordinating our activities with external parties and experts.

Understanding your business and accounting processes
Our audit will take into account specific items of particular interest raised by the Committee as well as
areas of concern identified by the Committee or management.

2. Assessing and responding to engagement risk
Our audit approach combines an ongoing identification of risks with the flexibility to adjust our approach
when additional risks are identified. Since these risks may impact our audit objectives, we consider
materiality in our planning to focus on those risks that could be significant to your financial reporting.

Risk assessment
The risks that we have identified to date, and which will be addressed when conducting the audit, are
summarized in the Audit Scope section. As we perform our audit, we will update our risk assessment and
will inform the Committee and management of any significant changes to our risk assessment and any
additional risks that are identified.

Consideration of the risk of fraud
Fraudulent acts include the deliberate failure to record transactions, forgery of records and documents,
and intentional misrepresentations made to our audit engagement team. Fraud may include intentional
acts by management or employees acting on behalf of the City, as well as employee fraud if management
or employees are involved in actions that defraud the City. Deloitte does not assume that management is
dishonest nor do we assume unquestioned honesty. Rather, in accordance with Canadian GAAS, we
exercise professional scepticism and recognize that the conditions we observe and evidential matter we
obtain, including that obtained from prior audit engagements, need to be objectively evaluated to
determine whether the consolidated financial statements are presented fairly in all material respects.
Maintaining an attitude of professional scepticism means that we carefully consider the reasonableness of
the responses we receive to our inquiries from those charged with governance, and evaluate other
information obtained from them in light of the evidence we obtain during the audit. When we identify a
misstatement or control deficiency, we consider whether it may be indicative of fraud and what the
implications of fraud and significant error are in relation to other aspects of the audit, particularly the
reliability of management representations.
Because of the inherent limitations of internal control over financial reporting (“ICFR”), including the
possibility of collusion or improper management override of controls, it is possible that material
misstatements due to error or fraud may not be prevented or detected on a timely basis. Accordingly, the
assurance an auditor provides concerning the lack of misstatements arising from fraud is necessarily
lower than the assurance provided concerning those arising from an error.
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Information technology
An important part of our audit planning process involves gaining an understanding of:
1. The importance of the computer environment relative to the risks to financial reporting
2. The way in which that environment supports the control procedures we intend to rely on when
conducting our audit, and
3. The computer-based information that supports our substantive procedures.
The objective of our review of computer controls is to identify potential areas of risk and assess the
relevance, reliability, accuracy and completeness of the data produced by the systems. We also assess
the operating effectiveness of the computer environment and determine the reliability of the financial
information used to generate the consolidated financial statements. To accomplish this, we gain an up-todate understanding of your organization’s computer processing environment and our understanding of the
relevant general computer controls. We then conduct tests to support our conclusion on the operating
effectiveness of controls considered relevant to the audit.
We will assess the design and effectiveness of general computer controls in the following areas:
1.
2.
3.
4.
5.

Data centre and network operations
System software acquisition, change and maintenance
Program change
Access security, and
Application system acquisition, development, and maintenance.

3. Developing and executing the audit plan
The performance of an audit includes evaluating the design and determining the implementation of
internal controls relevant to the audit, testing the operational effectiveness of the controls we intend to rely
on, and performing substantive audit procedures.

Audit procedures
The timing of our audit procedures is dependent upon a number of factors including the need to
coordinate with management for the provision of supporting analysis and other documentation. Generally,
we perform our audit procedures to allow us sufficient time to identify significant issues early, thereby
allowing more time for analysis and resolution.
For example, we anticipate performing audit procedures on account balances and disclosures involving
significant and complex transactions, such as acquisitions, divestitures, or adoption of new accounting
pronouncements, as they occur.

Tests of controls
As part of our audit, we will review and evaluate certain aspects of the systems of Internal Control over
Financial Reporting to the extent we consider necessary in accordance with Canadian GAAS. The main
objective of our review is to enable us to determine the nature, extent and timing of our audit tests and
establish the degree of reliance that we can place on selected controls. An audit of the consolidated
financial statements is not designed to determine whether internal controls were adequate for
management’s purposes or to provide assurance on the design or operational effectiveness of internal
control over financial reporting.
The extent to which deficiencies in internal control may be identified through an audit of consolidated
financial statements is influenced by a variety of factors including our assessment of materiality, our
preliminary assessment of the risks of material misstatement, our audit approach, and the nature, timing
and extent of the auditing procedures that we conduct. Accordingly, we gain only a limited understanding
of controls as a result of the procedures that we conduct during an audit of consolidated financial
statements.
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We will inform the Committee and management of any significant deficiencies that are identified in the
course of conducting the audit.

Substantive audit procedures
Our substantive audit procedures consist of a tailored combination of analytical procedures and detailed
tests of transactions and balances. These procedures take into account the results of our controls tests
and are designed to enable us to obtain reasonable assurance that the consolidated financial statements
are free from material misstatements. To obtain this assurance, misstatements that we identify while
performing substantive auditing procedures will be considered in relation to the consolidated financial
statements as a whole. Any misstatements that we identify, other than those that are clearly trivial (the
threshold has been set at $650,000), will be reported to management and the Committee. In accordance
with Canadian GAAS, we will request that misstatements be corrected.

Use of the work of experts
The Deloitte Audit is distinguished by the use of a broad range of industry and functional experts who are
integral to the audit team and carry a deeper understanding of specific topics. These experts augment the
core engagement audit team in understanding business processes and related risks, and help the audit
engagement team apply an appropriate level of professional skepticism to challenge significant
management assumptions.
Our experts have been actively involved in the planning and risk assessment process, and will be
available to the audit team and the City’s management year-round to discuss ongoing risk assessments,
accounting and financial reporting issues, industry developments and other matters of interest. These
experts will regularly update management on technical accounting, industry and other matters that affect
the City to minimize surprises and provide timely information to improve your understanding and ability to
respond when new standards are issued or accounting developments occur.
Our audit engagement partners are supported with online resources as well as practice office and
national office experts who assist them with more complex technical, accounting, auditing and reporting
issues. Specifically we will involve IT specialists in evaluating internal controls.
In addition, management uses actuarial experts to help assess the adequacy of employee benefit
obligations. We will assess the actuarial experts’ assumptions to ensure they are reasonable and
appropriate.

Involvement of Deloitte’s resources in India
Deloitte professionals based in India will assist us with the performance of audit procedures during the
current-period audit. These professionals are considered members of the engagement team and are
subject to our supervision, and their work is subject to our review.

4. Reporting and assessing performance
Perform post-engagement activities
We will analyze the results of the audit procedures performed throughout the year and, prior to rendering
our report, we will conclude whether:
 The scope of the audit was sufficient to support our opinion
 The misstatements identified during the audit do not result in consolidated financial statements being
materially misstated.
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Complete engagement reporting
After the satisfactory completion of appropriate audit
procedures, we will provide an audit report on your
consolidated financial statements.
We also provide reports to the Committee to assist it in
fulfilling its responsibilities as required by applicable auditing
standards. Appendix 2 summarizes the required
communications between Deloitte and the Committee.
Deloitte’s client service principles include providing
management and the Committee with insights into the
condition of the business and offering meaningful suggestions
for improvement. We will report these insights and
suggestions to the appropriate members of management
and/or the Committee for their consideration.
To enable us to determine how well we have achieved our
client service objectives, including an assessment of the
quality of our audit engagement, we actively solicit feedback
from our clients. This feedback will be obtained either through
meetings with members of the Committee and management
or their completion of questionnaires.
Your feedback enhances our understanding of your
expectations of us through your evaluation of our
performance. The information you provide helps us refine our
client service objectives to ensure that we remain focused,
responsive and proactive in meeting your needs while fulfilling
our professional responsibilities.

© Deloitte LLP and affiliated entities.

Deloitte enjoys a solid reputation for
our commitment to quality. Key
factors supporting that reputation
include:
 A strong tone at the top
 A comprehensive ethics and
compliance program
 An uncompromising approach to
quality in client service
 Communication of and adherence to
professional standards and client
service principles
 A mature client feedback program
 A multifaceted approach to
monitoring independence
 A robust technical consultation
approach
 National office consultation on areas
of high risk or that require significant
judgment
 Technical training for our
professionals
 An annual internal inspection
process for audit engagements,
 Continuous improvement based on
lessons learned and client feedback.
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Appendix 2 – Communication
requirements

Required communication

Reference

Timing of communication
Each period
the event
occurs

1

1. Fraud or possible fraud identified through the
audit process

CAS
240.40-.42

2. Our responsibilities under Canadian GAAS

CAS 260.14

3. An overview of the overall audit strategy, addressing:

CAS 260.15

Annually




 Timing of the audit
 Significant risks, including fraud risks
 Nature and extent of specialized skill or knowledge
needed to perform the planned audit procedures related
to significant risk



 Extent to which we plan to use the work of the City’s
internal auditors in the financial statement audit
 Names, locations, and planned responsibilities of other
independent public accounting firms or others that
perform audit procedures in the audit

4. Significant accounting policies, practices, unusual
transactions, and our related conclusions
 Alternative treatments for accounting policies and
practices that have been discussed with management
during the current audit period

CAS 260.16
a.



CAS 260.16
a.



5. Our responsibility for other information in documents
containing audited consolidated financial statements (e.g.,
MD&A), any procedures performed, and the results



6. Consultation outside the engagement team regarding
difficult or contentious matters that we believe are relevant
to the audit committee’s oversight

1







7. Matters related to going concern

CAS 570.23



8. Management judgments and accounting estimates

CAS 260.16
a.



9. Significant transactions outside of the normal course of
business, including related party transactions

CAS 260
App. 2, CAS
550.27



CAS: Canadian Auditing Standards – CAS are issued by the Auditing and Assurance Standards Board of CPA Canada
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Required communication

Reference

Timing of communication
Each period
the event
occurs

Annually





10. Significant difficulties, if any, encountered dealing with
management related to the performance of the audit,

CAS 260.16
b.

11. Material written communications between management
and us, including management representation letters

CAS 260.16
c.

12. Other matters that are significant to the oversight of the
financial reporting process

CAS
260.16d.

13. All relationships between the City and us that, in our
professional judgment, may reasonably be thought to bear
on independence

CAS 260.17

14. A statement that, in our judgment, the engagement team
and others in our firm and, when applicable, network firms
have complied with relevant ethical requirements
regarding independence

CAS 260.17

15. Modifications to our opinion(s)

CAS
260.A18



16. Our views of significant accounting or auditing matters for
which management consulted with other accountants and
about which we have concerns

CAS
260.A19



17. Major issues discussed with management prior to our
retention

CAS
260.A.19



18. Illegal or possibly illegal acts that come to our attention

CAS 250.23



19. Significant deficiencies in internal control, if any, identified
by us in the conduct of the audit of the consolidated
financial statements

CAS 265

20. Uncorrected misstatements and disclosure items

CAS 450.1213

21. Breach of independence

CAS 260.17
and A22
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Appendix 3 – Engagement letter

Deloitte LLP
2103 - 11th Avenue
Mezzanine Level
Bank of Montreal Building
Regina, SK S4P 3Z8
Canada
Tel: 306-565-5200
Fax: 306-757-4753
www.deloitte.ca

November 4, 2014

Private and confidential
Members of the Finance and Administration Committee
City of Regina
Box 1790
Queen Elizabeth II Court
Regina, SK S4P 3C8
Mr. Ed Archer
Chief Financial Officer
City of Regina
Box 1790
Queen Elizabeth II Court
Regina, SK S4P 3C8
Dear Members of the Finance and Administration Committee:
You have requested that Deloitte LLP (“Deloitte” or “we” or “us”) audit the consolidated financial
statements (the “Financial Statements”) of the City of Regina (the “Company”) as at and for the year
ended December 31, 2014.
We are pleased to confirm our acceptance and our understanding of this engagement by means of this
letter.
Deloitte and the Company agree that the executed engagement letter dated July 26, 2013 as well as its
accompanying appendices (collectively, the “Prior Engagement Letter”) apply to the services under this
engagement for the year ended December 31, 2014 and that the provisions of the Prior Engagement
Letter, except for the General business terms attached thereto, are hereby incorporated by reference into
this letter. Appendix A, accompanying this letter, sets forth the General business terms governing this
engagement for the year ended December 31, 2014.
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City of Regina – 2014 Audit Service Plan

18

City of Regina
November 4, 2014
Fees
We estimate that our total fees for this audit will be $133,350 plus reasonable expenses, a 7%
administrative charge and applicable taxes (such as Goods and Services Tax).
These fees are based upon our understanding of the unchanged engagement scope outlined within the
Prior Engagement Letter. All invoices shall be due and payable when rendered.
Please sign and return the attached copy of this letter to indicate your acknowledgement that it is in
accordance with your understanding of the arrangements for our audit of the Financial Statements for the
year ended December 31, 2014.
Yours truly,

Chartered Accountants
Andrew Geary, CA
Enclosure
The services and terms set forth in this contract are acknowledged and approved by the Finance and
Administration Committee of the CITY OF REGINA:
_________________________________
Signature
_________________________________
Title
_________________________________
Date
The services and terms set forth in this contract are accepted and agreed to by the CITY OF REGINA
management:
_________________________________
Signature
_________________________________
Title
_________________________________
Date
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General business terms
City of Regina
November 4, 2014
The following general business terms (the “Terms”) apply to the engagement except as otherwise provided in
the specific engagement letter agreement (the “engagement letter”) between Deloitte LLP (“Deloitte”) and
City of Regina (the “Company”) to which these Terms are attached.
1. Timely performance - Deloitte will not be liable for failures or delays in performance that arise from
causes beyond Deloitte’s control, including the untimely performance by the Company of its obligations
as set out in the engagement letter.
2. Right to terminate services - If the Company terminates the engagement or requests that Deloitte resign
from the engagement prior to its completion, the Company will pay for time and expenses incurred by
Deloitte up to the termination or resignation date together with reasonable time and expenses incurred to
bring the services to a close in a prompt and orderly manner. Deloitte will not be responsible for any loss,
cost or expense resulting from such termination or resignation. Should the Company not fulfill its
obligations set out herein or in the engagement letter, and in the absence of rectification by the Company
within thirty (30) days of notification in writing by Deloitte, upon written notification Deloitte may
terminate its services immediately and will not be responsible for any loss, cost or expense resulting from
such early termination.
3. Fees and taxes - Any fee estimates take into account the agreed-upon level of preparation and assistance
from Company personnel. Deloitte undertakes to advise management of the Company on a timely basis
should this preparation and assistance not be provided or should any other circumstances arise which
cause actual time to exceed that estimate. The Company is responsible for the payment of any applicable
federal, provincial or other goods and services or sales taxes, or any other taxes or duties, in connection
with the services provided by Deloitte.
4. Expenses - In addition to professional fees, the Company will reimburse Deloitte for its reasonable out-ofpocket expenses including travel, meals and hotels incurred in connection with this engagement.
5. Billing - Invoices will be rendered periodically as agreed in advance. All invoices shall be due and
payable when rendered. Interest shall be calculated at a simple daily rate of 0.0493% (equivalent to 18%
per annum). Interest shall be charged and payable at this rate on any part of an invoice which remains
unpaid from thirty (30) days after the invoice date to the date on which the outstanding invoice is paid. To
the extent that as part of the services to be performed by Deloitte as described in the engagement letter,
Deloitte personnel are required to perform the services in the United States of America (“U.S. Business”),
the Company and Deloitte agree to assign performance of the U.S. Business to Deloitte Canada LLP, an
affiliate of Deloitte. All services performed by Deloitte Canada LLP shall be performed under the
direction of Deloitte which shall remain responsible to the Company for such services. Deloitte Canada
LLP shall invoice the Company with respect to the U.S. Business and Deloitte will invoice for services
performed in Canada (“Canadian Business”). Payment for U.S. Business and/or Canadian Business can
be settled with one payment to Deloitte.
6. Governing law - The engagement will be governed by the laws of the Province where Deloitte’s principal
office performing the engagement is located and all disputes related to the engagement shall be subject to
the exclusive jurisdiction of the courts of such Province.
7. Working papers - All working papers, files and other internal materials created or produced by Deloitte
related to the engagement are the property of Deloitte. In the event that Deloitte is requested by the
Company or required by subpoena or other legal or regulatory process to produce its files related to this
engagement in proceedings to which Deloitte is not a party, the Company will reimburse Deloitte for its
professional time and expenses, including legal fees, incurred in dealing with such matters.
8. Privacy - Deloitte and the Company acknowledge and agree that, during the course of this engagement,
Deloitte may collect personal information about identifiable individuals (“Personal Information”), either
from the Company or from third parties. Deloitte’s services are provided on the basis that the Company
has obtained any required consents for collection, use and disclosure to us of Personal Information
required under applicable privacy legislation. The Company and Deloitte agree that Deloitte will collect,
© Deloitte LLP and affiliated entities.
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City of Regina
November 4, 2014
Appendix A

9.

10.

11.

12.
13.

14.
15.

16.

17.

use and disclose Personal Information on behalf of the Company solely for purposes related to completing
this engagement, related engagements, or providing services to the Company and Deloitte shall not collect,
use and disclose such Personal Information for Deloitte’s own behalf or for its own purposes.
Third parties - Deloitte’s engagement is not planned or conducted in contemplation of or for the purpose
of reliance by any third party (other than the Company and any party to whom Deloitte’s audit report is
addressed) or with respect to any specific transaction. Therefore, items of possible interest to a third party
will not be addressed and matters may exist that would be assessed differently by a third party, possibly in
connection with a specific transaction.
Confidentiality - To the extent that, in connection with this engagement, Deloitte comes into
possession of Personal Information or any proprietary or confidential information of the Company
(collectively, “Confidential Information”), Deloitte will not disclose such information to any third
party without the Company’s consent, except:
(a) as may be required or permitted by legal authority, the rules of professional conduct/code of
ethics;
(b) to Deloitte Entities (as such term is defined below), component auditors and permitted
subcontractors; or
(c) to the extent that such information shall have otherwise become publicly available.
Except as instructed otherwise in writing, each party may assume that the other approves of properly
addressed fax, e-mail (including e-mail exchanged via internet media) and voice mail communication
of both sensitive and non-sensitive information and other communications concerning this
engagement, as well as other means of communication used or accepted by the other.
Assignment - Except as provided below in paragraph 12, no party may assign, transfer, or delegate any of
its rights or obligations relating to this engagement without the prior written consent of the other parties.
Subcontracting - Deloitte may in performing this engagement use the services of any of its affiliates or
any member firm of Deloitte Touche Tohmatsu Limited (“DTTL”) and its respective subsidiaries and
affiliates, including those operating outside Canada (“Deloitte Parties”). Deloitte remains responsible to
the Company for services performed by Deloitte Parties under this engagement. Each member firm of
DTTL is a separate and independent legal entity operating under the names “Deloitte”, “Deloitte &
Touche”, “Deloitte Touche Tohmatsu” or other related names; and services are provided by member firms
or their subsidiaries or affiliates and not by DTTL.
Survival of terms - The agreements and undertakings of the Company contained in the engagement letter,
together with the appendices to the engagement letter including these Terms, will survive the completion
or termination of this engagement.
Proportionate liability - The Company and Deloitte acknowledge where the audit is conducted pursuant
to a statute governing the Company that contains proportionate liability provisions that apply to an auditor,
such as the Canada Business Corporations Act, the terms of the statute shall apply to this engagement. In
the event that the Company and Deloitte are not subject to such statutory provisions regarding
proportionate liability, the Company agrees that in any action, claim, loss or damage arising out of the
engagement, Deloitte’s liability will be several and not joint and several and the Company may only claim
payment from Deloitte of Deloitte’s proportionate share of the total liability based on the degree of fault of
Deloitte as finally determined by a court of competent jurisdiction.
Client misrepresentation - Deloitte shall not be liable to the Company, and the Company releases
Deloitte, for all liabilities, claims, damages, costs, charges and expenses incurred or suffered by the
Company related to or in any way associated with the engagement that arise from or are based on any
deliberate misstatement or omission in any material information or representation provided by or approved
by any member of management of the Company, officer of the Company or member of the board of
directors of the Company.
Qualifications - Notwithstanding anything herein to the contrary, Deloitte may use the name of the
Company, refer to this engagement and the performance of the services in marketing, publicity materials
and other material, as an indication of its experience, and in internal data systems.
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Appendix 4 – Deloitte resources
a click away

At Deloitte we are devoted to excellence in the provision of professional services and advice and to
focusing on client service. To this end, we have developed numerous resources, which contain relevant
and timely information accessible by our clients. Provided below is an overview of these resources, which
are available through the Deloitte Portal.
Canadian resources

Audience

Description and frequency

Centre for Corporate Governance

 Audit committee members

www.corpgov.deloitte.ca

 Board members

 Web site specifically designed to
help board members with their
responsibilities.

 CEO/CFO
 Internal auditors
 Legal counsel
DeloitteLINK

 CFO

www.deloitte.com/ca/DeloitteLINK

 V-P Finance
 Controller

 Weekly e-newsletter that helps the
finance team to stay on top of
standard-setting initiatives.

 Financial reporting team
Deloitte Update

 CFO

www.deloitte.com/ca/update

 V-P Finance
 Controller
 Financial reporting team

Directors’ Series

 Audit committee members

www.deloitte.com/ca/DirectorsSeries

 Board members
 CEO/CFO
 Internal auditors

On the agenda

 A program that enables Canadian
corporate directors to keep up with
their learning requirements in a time
of frequent change and new
demands.

 Legal counsel

 Directors are provided with readyto-use information and tools to help
them discharge their
responsibilities.

 Audit committee members

 Bi-monthly e-newsletter for directors
that focuses on recent
developments affecting their
responsibilities, including the points
of view of Deloitte professionals.

 CEO/CFO
 Internal auditors
 Legal counsel
Standard-Setting Activities Digest

 CFO

www.deloitte.com/ca/standards

 V-P Finance
 Controller
 Financial reporting team
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 Learning webcasts offered
throughout the year featuring
Deloitte professionals discussing
critical issues that affect your
business.

 Monthly online updates on recent
developments in standard-setting
from a comprehensive list of
standard-setting organizations.
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IFRS resources

Audience

Description and frequency

IAS Plus web site

 CFO

www.iasplus.com

 Controller

 Web site designed by Deloitte
Touche Tohmatsu Limited that
provides comprehensive
information about international
financial reporting.

 Financial reporting team
 Other accounting
professionals

 Other accounting
professionals

 E-newsletter that reviews the
activities of the IASB, the IFRIC,
and the IASC Foundation Trustees,
including summaries of recent
Standards and Interpretations
and proposals.

Private enterprise resources

Audience

Description and frequency

Privately Speaking

 CFO

 Important news and relevant
commentary for owners and
managers of privately
owned companies.

IFRS in Focus

 CFO
 Controller
 Financial reporting team

 Controller
 Financial reporting team
 Other accounting
professionals

Not-for-profit organization
resources

Audience

Description and frequency

A state of change

 CFO

 Bi-monthly newsletter that
discusses changes in accounting
standards, rules and regulations on
their organizations.

 Controller
 Financial reporting team
 Other accounting
professionals

Government resources

Audience

Description and frequency

Public Sector Financial
Management Series

 CFO

 Seminar series to share thoughts
and experiences that you and your
finance team can use to navigate
the current financial environment.

 Controller
 Financial reporting team
 Other accounting
professionals

U.S. resources

Audience

Description and frequency

Accounting roundup

 CFO

www.deloitte.com/us/accountinground
up

 V-P Finance

 Monthly newsletter that focuses on
the activities of the accounting
standard-setters and regulators,
including the FASB, EITF, IASB,
and SEC.

 Controller
 Financial reporting team

Audit Committee brief

 Audit committee members

www.deloitte.com/us/acbrief

 CEO
 CFO

© Deloitte LLP and affiliated entities.

 Quarterly e-newsletter of key U.S.
regulatory, technical and
professional developments in
corporate governance
and accounting.
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U.S. resources

Audience

Description and frequency

Technical Library (DART)
Note: Subscribing to this service requires
Finance and Administration Committee’s
preapproval

 CFO

 Comprehensive online library of
accounting and financial disclosure
literature. Subscription-based
service. New option for PSAS-only
standards, thought leadership and
resources now available.

Dbriefs webcasts

 CFO

www.deloitte.com/us/dbriefs

 V-P Finance

 V-P Finance
 Controller
 Financial reporting team

 Controller
 Financial reporting team
Heads Up

 CFO

www.deloitte.com/us/headsup

 V-P Finance
 Controller

 Live webcasts that give you
valuable insights on important
developments affecting your
business.
 Periodic newsletter that discusses
the latest accounting and regulatory
developments.

 Financial reporting team
EITF Snapshot

 CFO

www.deloitte.com/us/eitfsnapshot

 V-P Finance
 Controller

 Quarterly newsletter highlighting key
points from Emerging Issues Task
Force discussions.

 Financial reporting team
US GAAP Plus

 Board members

www.usgaapplus.com

 Audit committee members
 CEO/CFO
 Controller
 Financial reporting team
 Other accounting
professionals
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US GAAP Plus is a comprehensive
source for news, publications, and
project updates about U.S. accounting
standard setting. It covers the
activities of the FASB, the PCAOB,
the AICPA, the SEC, and other U.S.
accounting and auditing standard
setters.
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Appendix 5 – Standard-setting update
as of July 31, 2014
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Deloitte’s digest
An overview of
standard-setting
activities

July 31, 2014

At a time when it has become a difficult task to keep up to date with
the recent developments in standard-setting activities, the Deloitte
Digest presents a useful single source of reference for current
financial reporting developments.
Table of Contents

Digest, a brief description of various Canadian standard-setting activities ............................................................ 1
Abbreviations, a list of most commonly used acronyms ....................................................................................... 15
Additional resources.............................................................................................................................................. 16
Contacts, our experts network is available for your questions.............................................................................. 17
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Digest, a brief description of various
Canadian standard-setting activities
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Digest

Public sector accounting standards
Final Standards

Effective Date

Amendments to the Transition Provisions of Section PS 2601, Foreign
Currency Translation, and Section PS 3450, Financial Instruments

Fiscal years
beginning on or
after April 1,
2012 for
government
organizations,
and April 1,
2016 for
governments

At its meeting on March 21-23, 2012, the PSAB approved amendments to the transition
provisions of Section PS 2601, Foreign Currency Translation, and Section PS 3450,
Financial Instruments. In addition to approving the proposed amendments of the ED,
which were supported by commentators, an additional amendment was made by the
PSAB to clarify that the measurement provisions of the new Sections are to be applied
prospectively.
On October 3, 2012, the PSAB issued a Basis of Conclusions document with respect to
these amendments.
Last updated: October 2012

Effective date: April 1, 2012

Consequential Amendments Resulting from the Issue of Section PS 3450,
Financial Instruments, including a new Section PS 3041, Portfolio
Investments
At its meeting on December 15-16, 2011, the PSAB approved these amendments to the
PSA Handbook, including a new Section PS 3041, Portfolio Investments, and the
withdrawal of Section PS 3030, Temporary Investments, and Section PS 3040, Portfolio
Investments. In response to respondents’ feedback, some clarifications to the
amendments were made in finalizing the changes.
On April 3, 2012, the PSAB issued a Background Information and Basis for Conclusions
document in respect of the new Section PS 3041.
Last updated: April 2012

Effective date: April 1, 2012

Financial Instruments: Income on Externally Restricted Assets
At its meeting on December 13-14, 2012, the PSAB approved these amendments to
Section PS 3450, Financial Instruments. In doing so, PSAB revised certain wording in
the ED, but did not consider it necessary to re-expose the revisions as they did not
represent significant changes.
The amendments align the reporting of income on externally restricted assets that are
financial instruments in Section PS 3450 with the requirements in Section PS 3100,
Restricted Assets and Revenues, and address transitional issues that can arise when
Section PS 3450 is adopted. Responses to the ED supported the proposed changes.

Last updated: December 2012

Fiscal years
beginning on or
after April 1,
2012 for
government
organizations,
and April 1,
2016 for
governments

Fiscal years
beginning on or
after March 1,
2013. Earlier
adoption is
permitted as of
the beginning of
the fiscal year in
which this
Section is first
applied

Effective date: March 1, 2013

First-time Adoption by Government Organizations
At its meeting on March 21-22, 2013, the PSAB approved amendments to Section PS
2125, First-time Adoption by Government Organizations, as proposed in its ED. The
amendments clarify that Section PS 2125 does not apply to new Sections released after
August 2010.

Issued March
21-22, 2013

On May 8, 2013, the PSAB issued a Basis for Conclusions document in respect of these
amendments.
Last updated: May 2013
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Digest

Public sector accounting standards
Final Standards

Effective Date

IPSASB Conceptual Framework: Phase I

Issued January
11, 2013

On January 11, 2013, the IPSASB completed Phase I of its project to develop a Public
Sector Conceptual Framework which is applicable to the preparation and presentation of
general purpose financial reports of public sector entities, and issued the first 4 Chapters
of this Framework as follows: Chapter 1, Role and Authority of the Conceptual
Framework; Chapter 2, Objectives and Users of General Purpose Financial Reporting;
Chapter 3, Qualitative Characteristics; and Chapter 4, Reporting Entity.
The IPSASB is currently developing other chapters of the Conceptual Framework which
will address the definition, recognition, and measurement of the “elements” (or building
blocks) of financial statements, and presentation in general purpose financial reports.
They will be added to the Conceptual Framework when completed.
Last updated: January 2013

Effective date: January 11, 2013

IPSASB Policy Paper - Process for Considering GFS Reporting Guidelines
during Development of IPSASs

Issued February
12, 2014

On February 12, 2014, the IPSASB issued a policy paper entitled, Process for
Considering GFS Reporting Guidelines during Development of IPSASs. The aim of this
document is to set out the IPSASB’s process for considering Government Finance
Statistics reporting guidelines during the development of IPSASs.
Last updated: February 2014

Effective date: February 12, 2014

IPSASB - Recommended Practice Guideline 1 (RPG 1), Reporting on the
Long-Term Sustainability of an Entity’s Finances
On July 24, 2013, the IPSASB issued Recommended Practice Guideline 1 (RPG 1),
Reporting on the Long-Term Sustainability of an Entity’s Finances. RPG 1 provides
guidance on reporting on the long-term sustainability of a public sector entity’s finances.
It also provides information on the impact of current policies and decisions made at the
reporting date on future inflows and outflows and supplements information in the general
purpose financial statements.

Issued July 24,
2013; no stated
effective date

RPGs are pronouncements that provide guidance on good practice in preparing general
purpose financial reports (GPFRs) that are not financial statements. Unlike IPSASs
RPGs do not establish requirements.
Last updated: July 2013

Effective date: July 24, 2013

IPSASB - Recommended Practice Guideline 2 (RPG 2), Financial
Statement Discussion and Analysis
On July 26, 2013, the IPSASB issued Recommended Practice Guideline 2 (RPG 2),
Financial Statement Discussion and Analysis. Financial statement discussion and
analysis assists users to understand the financial position, financial performance, and
cash flows presented in an entity’s general purpose financial statements. It also enables
users to gain further insights into the operations of the entity, from the perspective of the
entity itself. RPG 2 provides guidance for presenting such information.

Issued July 26,
2013; no stated
effective date

RPGs are pronouncements that provide guidance on good practice in preparing general
purpose financial reports (GPFRs) that are not financial statements. Unlike IPSASs
RPGs do not establish requirements.
Last updated: July 2013

© Deloitte LLP and affiliated entities
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PSAB Strategic Plan for 2013 – 2016

April 1, 2013 to
March 31, 2016

At its meeting on June 12-13, 2013, the PSAB approved its Strategic Plan for 2013-2016
after considering responses received from stakeholders. The Strategic Plan includes
both a number of strategies that complete initiatives started in the previous plan, and a
number of new strategies to address the communications needs of stakeholders. The
top priority for PSAB is the completion of its conceptual framework project.
On December 18, 2013, the Strategic Plan for 2013-2016 was posted to the PSAB’s
website.
Last updated: December 2013

Effective date: April 1, 2013

Section PS 1201, Financial Statement Presentation
This new Section PS 1201 replaces existing Section PS 1200, Financial Statement
Presentation, and includes a new statement of remeasurement gains and losses. The
new statement will report: (i) unrealized gains and losses associated with financial
instruments in the fair value category; (ii) exchange gains and losses associated with
monetary assets and monetary liabilities denominated in a foreign currency that have not
been settled; (iii) amounts reclassified to the statement of operations upon derecognition
or settlement; and (iv) other comprehensive income reported when a public sector entity
includes the results of its government business enterprises and government business
partnerships in the summary financial statements.

Fiscal years
beginning on or
after April 1,
2012 for
government
organizations,
and April 1,
2016 for
governments

Most recently, at its December 12-13, 2013 meeting, the PSAB completed its review of
the application of Section PS 2601, Foreign Currency Translation, and Section PS 3450,
Financial Instruments, to governments, and confirmed that the principles are
fundamentally sound. In addition, in response to a request for additional time by
governments to implement these standards, the PSAB approved an amendment to the
transitional provisions to extend the effective date by one year to April 1, 2016 from April
1, 2015.
Last updated: December 2013

Effective date: April 1, 2012

Section PS 2601, Foreign Currency Translation
This new Section PS 2601 replaces existing Section PS 2600, Foreign Currency
Translation. Major changes from Section PS 2600 include: (i) elimination of deferral and
amortization of unrealized gains and losses arising from foreign currency translation
before settlement; (ii) withdrawal of hedge accounting as it is unnecessary under the
new treatment of unrealized gains and losses; and (iii) separating realized and
unrealized foreign exchange gains and losses and reporting them in different
statements.
At its meeting on June 12-13, 2013, the PSAB approved amendments to the transitional
provisions in this Section and agreed that exposure of the changes is not required given
the change is simply clarification of an implementation intent.

Fiscal years
beginning on or
after April 1,
2012 for
government
organizations,
and April 1,
2016 for
governments

Most recently, at its December 12-13, 2013 meeting, the PSAB completed its review of
the application of Section PS 2601, Foreign Currency Translation, and Section PS 3450,
Financial Instruments, to governments, and confirmed that the principles are
fundamentally sound. In addition, in response to a request for additional time by
governments to implement these standards, the PSAB approved an amendment to the
transitional provisions to extend the effective date by one year to April 1, 2016 from April
1, 2015.
Last updated: December 2013

© Deloitte LLP and affiliated entities
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Section PS 3260, Liability for Contaminated Sites

Fiscal years
beginning on or
after April 1,
2014. Earlier
adoption is
encouraged.

This new Section PS 3260 establishes recognition, measurement and disclosure
standards for liabilities relating to contaminated sites of governments and those
organizations applying the PSA Handbook.

Last updated: May 2010
UPDATED

Effective date: April 1, 2014

Section PS 3410 (Revised), Government Transfers
In December 2010, the PSAB approved a final standard to replace existing Section PS
3410, which establishes standards on how governments should account for and report
government transfers to individuals, organizations and other governments from both a
transferring government and a recipient government perspective.

Fiscal years
beginning on or
after April 1,
2012

At its meeting on December 12-13, 2013, the PSAB discussed a number of options for
addressing the issues of authorization and revenue recognition in light of the recent PSA
Discussion Group meeting. The PSAB agreed to form a subcommittee comprising PSAB
members to review the facts and related interpretations involved in these issues. The
subcommittee will recommend a course of action to the Board.
At its meeting on March 20-21, 2014, the PSAB received a report from its Subcommittee
and discussed their recommendation to gather additional information from stakeholders.
Most recently, at its meeting on June 16-17, 2014, the PSAB approved a project
proposal on a post-implementation review of Section PS 3410, Government Transfers.
The review is intended to help PSAB assess the nature, extent and cause of issues
raised by stakeholders regarding the interpretations and applications of the standard. It
will also inform PSAB of any implementation challenges and effects of the standard, as
well as areas for improvement.
Last updated: July 2014

Effective date: April 1, 2012

Section PS 3450, Financial Instruments
This new accounting standard Section PS 3450 provides comprehensive guidance on
the recognition, measurement, presentation and disclosure of financial instruments,
including derivatives.
At its meeting on June 12-13, 2013, the PSAB approved amendments to the transitional
provisions in this Section and agreed that exposure of the changes is not required given
the change is simply clarification of an implementation intent.
Most recently, at its December 12-13, 2013 meeting, the PSAB completed its review of
the application of Section PS 2601, Foreign Currency Translation, and Section PS 3450,
Financial Instruments, to governments, and confirmed that the principles are
fundamentally sound. In addition, in response to a request for additional time by
governments to implement these standards, the PSAB approved an amendment to the
transitional provisions to extend the effective date by one year to April 1, 2016 from April
1, 2015.
Last updated: December 2013

© Deloitte LLP and affiliated entities
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2016 for
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Comment period
ends

Accounting for Interests in Other Entities

February 28, 2014

On October 21, 2013, the IPSASB published the following five EDs: (i) ED 48, Separate
Financial Statements; (ii) ED 49, Consolidated Financial Statements; (iii) ED 50, Investments
in Associates and Joint Ventures; (iv) ED 51, Joint Arrangements; and (v) ED 52, Disclosure
of Interests in Other Entities. These five EDs will replace the current requirements in three
IPSASs, namely (i) IPSAS 6, Consolidated and Separate Financial Statements; (ii) IPSAS 7,
Investments in Associates; and (iii) IPSAS 8, Interests in Joint Ventures.
A key part of the IPSASB’s strategy is to converge IPSASs, to the extent appropriate, with the
IFRSs issued by the IASB. These five EDs have been developed having regard to the
relevant IFRSs (i.e. IFRS 10, Consolidated Financial Statements; IFRS 11, Joint
Arrangements; IFRS 12, Disclosure of Interests in Other Entities; IAS 27, Separate Financial
Statements (as amended in 2011); and IAS 28, Investments in Associates and Joint Ventures
(as amended in 2011). The IPSASB is, however, proposing significant changes to make the
standards appropriate for application in the public sector.
Most recently, at its meeting on June 24-27, 2014, the IPSASB carried out an initial review of
the responses to the EDs and provided directions to staff on key issues arising from the
analysis of responses. The IPSASB also noted that many respondents expressed their
general support for the project and the approach taken in developing the EDs.
Last updated: July 2014
UPDATED

Effective date: To be determined

Assets, Contingent Assets and Contractual Rights

November 29, 2013

On August 26, 2013, the PSAB issued a Statement of Principles (SOP) that proposes
additional guidance on the definition of assets, disclosure requirements for assets and
definitions of and standards on disclosure requirements for contingent assets and contractual
rights.
At its meeting on June 16-17, 2014, the PSAB approved an ED, Assets, Contingent Assets
and Contractual Rights, after a review of the responses to its SOP. There was general
support to the proposed principles and guidance. Changes made in the ED include: (i)
removing from the guidance on control — determining how the economic resource will be
used; (ii) changing the required disclosure to the types of unrecognized assets from the
nature of unrecognized assets; and (iii) including factors to consider for determining
disclosure of contractual rights.
The ED is expected to be issued in Q3/2014.
Last updated: July 2014

© Deloitte LLP and affiliated entities
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Comment period
ends

First-Time Adoption of Accrual Basis IPSASs

February 15, 2014

On October 24, 2013, the IPSASB published an ED (ED 53), First-Time Adoption of Accrual
Basis International Public Sector Accounting Standards. This proposed standard, which is
applicable to entities that present accrual basis financial statements during the process of
adopting and implementing International Public Sector Accounting Standards (IPSASs),
provides exemptions during the transition period.
Most recently, at its meeting on June 24-27, 2014, the IPSASB carried out an initial review of
the 25 comment letters received in respect of the ED. The IPSASB noted that the majority of
the respondents supported the development of such an IPSAS pronouncement. In
summary,(i) the IPSASB will consider and debate a different classification of the transitional
exemptions and provisions between voluntarily and mandatory requirements; (ii) Respondents
had a variety of views on the timeframe for transitional relief that should be provided for a firsttime adopter. Following consideration of the responses, the IPSASB agreed to retain the three
year relief period; and (iii) Staff will prepare a first draft of the proposed IPSAS for the
IPSASB’s consideration, taking into account the matters agreed at this meeting.
Last updated: July 2014

Effective date: To be determined

Improvements to Not-for-Profit Standards

December 15, 2013

On April 10, 2013, the PSAB (jointly with the AcSB) issued a Statement of Principles (SOP)
which includes 15 proposed principles which should underlie accounting standards for not-forprofit organizations. The principles have been developed considering the financial statement
user needs in both the private and public sectors. As a result, some principles being proposed
differ between the private and public sector while others are the same where user needs are
considered to be consistent between the sectors. Certain of the proposals would result in
significant changes to the current accounting standards for not-for-profit organizations in the
PSA Handbook.
On July 15, 2013, the PSAB and the AcSB extended the comment deadline on the SOP from
September 15, 2013 to December 15, 2013.
The AcSB and PSAB have received a substantial number of responses from a broad variety
of stakeholders in the private and public sectors. Stakeholders have provided the Boards with
a variety of carefully considered positions on each of the principles described in the SOP. Out
of the 290 comment letters received to date, approximately 190 provided responses to the
AcSB, 45 to PSAB and 55 to both Boards. Most recently, at their meeting on June 17, 2014,
the AcSB and the PSAB met to begin the process of jointly considering the written responses
to their April 2013 SOP. The Boards: (i) began the process of assessing the overarching
principles and questions that need to be considered and additional information that should be
gathered as the Boards progress with the project; and (ii) discussed next steps and how they
can continue to collaborate on this topic.
Last updated: June 2014

© Deloitte LLP and affiliated entities
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IPSASB – Conceptual Framework: Elements and Recognition in Financial
Statements

April 30, 2013

On November 7, 2012, the IPSASB issued a Conceptual Framework ED that proposes
definitions of eight elements in financial statements and criteria for when an item meeting
those definitions should be recognized. Canadian stakeholders are encouraged to provide
their views to IPSASB.
On July 31, 2013, the IPSASB published a Preliminary Board View of the Preface to the
Conceptual Framework for General Purpose Financial Reporting by Public Sector Entities.
The IPSASB considers that the Preface is important because it identifies areas where
departures from private sector approaches to financial reporting are likely to be necessary in
order to meet the objectives of financial reporting. The Preface was previously published in
April 2011 as an ED. It will not be finalized until the remaining chapters of the Conceptual
Framework are completed in 2014.
Most recently, at its meeting on June 24-27, 2014, the IPSASB carried out a page-by-page
review of these two chapters of the Conceptual Framework and identified a number of drafting
and editorial changes. The IPSASB will review a further version of the draft final chapters at
its September 2014 meeting with a view to approval.
Last updated: July 2014
UPDATED

Effective date: To be determined

IPSASB – Conceptual Framework: Measurement of Assets and Liabilities in
Financial Statements

April 30, 2013

On November 7, 2012, the IPSASB issued a Conceptual Framework ED that identifies the
measurement concepts that should guide IPSASB in the selection of measurement bases for
IPSASs. Canadian stakeholders are encouraged to provide their views to IPSASB.
Most recently, at its meeting on June 24-27, 2014, the IPSASB carried out a page-by-page
review of this material and identified a number of drafting and editorial changes. The IPSASB
also approved the Measurement chapter in principle.
Last updated: July 2014
UPDATED

Effective date: To be determined

IPSASB - Conceptual Framework for General Purpose Financial Reporting by
Public Sector Entities: Presentation in General Purpose Financial Reports
On February 8, 2012 the PSAB issued for comment the IPSASB’s January 2012 Consultation
Paper (CP), Conceptual Framework for General Purpose Financial Reporting by Public Sector
Entities: Presentation in General Purpose Financial Reports. The CP explores concepts
applicable to presentation of information in general purpose financial reports. Canadian
stakeholders are encouraged to provide their views to IPSASB.

Consultation Paper:
May 31, 2012
ED:
August 15, 2013

On April 17, 2013, the IPSASB issued for comment an ED, Conceptual Framework for
General Purpose Financial Reporting by Public Sector Entities: Presentation in General
Purpose Financial Reports. Canadian stakeholders are encouraged to provide their views to
IPSASB.
Most recently, at its meeting on June 24-27, 2014, the IPSASB carried out a page-by-page
review of this material and identified a number of drafting and editorial changes. The IPSASB
also approved the Presentation chapter in principle.
Last updated: July 2014

© Deloitte LLP and affiliated entities
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ends

IPSASB Consultation Paper - Public Sector Combinations

October 31, 2012

On July 19, 2012, the IPSASB issued a Consultation Paper on the possible accounting
treatment for public sector combinations (such as an acquisition or an amalgamation).
Canadian stakeholders are encouraged to provide their views to IPSASB.
Most recently, at its meeting on June 24-27, 2014, the IPSASB carried out an initial review of
the responses to the CP and also discussed an Issues Paper.
Last updated: July 2014

Effective date: To be determined

IPSASB ED 54: Reporting Service Performance Information

May 31, 2014

On December 20, 2013, the IPSASB issued for public comment ED 54: Reporting Service
Performance Information. It builds on a consultation paper issued in 2011.
ED 54 provides principles applicable to the presentation of service performance information
and definitions that aim to establish a standardized service performance information
terminology. It allows that service performance information may be presented in either the
same report as the financial statements or in a separate report, and provides factors to
consider when making that decision. It addresses the reporting entity and reporting period for
service performance information. ED 54 also provides guidance on the choice of performance
indicators that show an entity’s achievements with respect to its service performance
objectives, disclosures about the basis of the reported information, and service performance
related narrative discussion and analysis.
Last updated: December 2013

Effective date: To be determined

IPSASB Strategy Consultation, including its Work Program for 2015-2019

July 31, 2014

On March 31, 2014, the IPSASB issued for public comment its Strategy Consultation, which
includes a consultation on its work program for 2015-2019. The IPSASB is seeking views on
its future strategic direction for the period starting in 2015, to ensure that it continues to
respond to the global financial reporting needs of governments and other public sector
entities. The Consultation Paper also seeks feedback from stakeholders on the priorities of
projects for the period 2015-2019.
Last updated: March 2014

Effective date: To be determined

Measuring Financial Performance in Public Sector Financial Statements

January 31, 2013

On October 11 2012, in connection with the PSAB project, Concepts Underlying Financial
Performance (see separate Project item for details) the PSAB’s Conceptual Framework Task
Force issued its second Consultation Paper (CP), entitled Measuring Financial Performance
in Public Sector Financial Statements, for comment by January 31, 2013. The CP proposes
an objective and primary audience for financial reporting, the accountabilities to be reported
on in financial statements, and alternative reporting models to demonstrate them.
Most recently, at its meeting on June 12-13, 2013, the PSAB received a detailed analysis of
the responses to its CP and an update on the next steps of the project.
Last updated: June 2013

© Deloitte LLP and affiliated entities
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Project Prioritization Survey

August 1, 2014

On July 8, 2014, the PSAB issued a request to stakeholders for input on its project
prioritization. Based on stakeholder input to the 2011 Project Identification Survey and the
2014 Project Identification Survey, the PSAB has identified two projects of importance
namely, (i) public-private partnerships and, (ii) retirement renefits. Due to current projects and
other issues being addressed by PSAB, there is limited capacity to start a new project in
2014-2015; accordingly, PSAB requests stakeholder input on the prioritization of a list of 22
specified possible projects (including the 2 above-mentioned items) to include in its future
work plan.
Last updated: July 2014
UPDATED

Effective date: To be determined

Related Party Transactions

2012 ED:

At their meeting on June 26-27, 2012, the PSAB approved an ED (the “2012 ED”). The 2012
ED was issued on September 18, 2012. The proposals introduce requirements for disclosure
of sufficient information by a public sector entity about transactions between related parties to
allow users assess their effect on its financial position and its financial performance.

November 21, 2012

At its meeting on March 21-22, 2013, the PSAB reviewed the responses to its 2012 ED and
agreed to address concerns raised by respondents, including revised guidance on (i) key
management personnel and (ii) measurement of related party transactions. These changes
were significant enough to warrant re-exposure.

September 4, 2013

On June 7, 2013, the PSAB issued a re-exposure draft (the “2013 Re-ED)”. The 2013 Re-ED
does not require disclosure of key management personnel compensation arrangements,
expense allowances and other similar payments routinely paid in exchange for services
rendered. Also, the measurement guidance in respect of related party transactions has been
modified.

2013 Re-ED:

2014 Re-ED
September 15,
2014

Most recently, on April 24, 2014, the PSAB issued a further re-exposure draft (the “2014 ReED”). To promote clarity, the 2014 Re-ED proposes two new Sections: Related Party
Disclosures and Inter-entity Transactions. With respect to related party transactions, the
proposed new Section requires disclosure only when related party transactions have a
material financial effect on the financial statements. With respect to inter-entity transactions
(being transactions occurring between entities under common control of another entity), the
Section will provide consistency in accounting for and reporting inter-entity transactions. This
Section, along with the required disclosures under the proposed Section on related party
disclosures enables users to assess the effect that inter-entity transactions have had or, if not
recognized, may have had on an entity’s reported financial position and changes in it.
The PSAB expects to finalize the relevant PSA Handbook material in Q1/2015.
Last updated: July 2014
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ends

Restructurings

May 17, 2013

At its meeting on December 13-14, 2012, the PSAB approved a SOP that was issued on
February 13, 2013 and addresses accounting and reporting of a wide range of restructuring
activities among entities not under common or joint control. The proposed principles: (i) define
a restructuring transaction separate from an acquisition or a government transfer; (ii)
recognize individual assets and liabilities transferred in a restructuring transaction at their
carrying amounts with necessary adjustments; (iii) recognize the net assets or net liabilities
transferred in opening accumulated surplus or deficit for a new restructured entity and in
revenue or expense for an existing restructured entity; (iv) recognize restructuring-related
costs as expense when incurred; (v) disallow restatement of the financial position or results of
operations of the restructured entity prior to the restructuring date; and (vi) encourage, but do
not require, disclosure of information about the restructuring entities or transferred operations
prior to restructuring date.
At its meeting on September 23-24, 2013, the PSAB reviewed responses to its SOP.
Most recently, at its meeting on June 16-17, 2014, the PSAB approved an ED, Restructuring
Transactions, proposing standards on accounting for and reporting assets and liabilities
transferred in restructuring transactions by both transferors and recipients. The proposals
would apply to restructuring transactions among entities under common control. The ED
proposes the following: (i) a restructuring transaction is a transfer of an integrated set of
assets and/or liabilities, together with related program or operating responsibilities, that does
not involve an exchange of consideration; (ii) a restructuring transaction would be
distinguished from an acquisition based on whether there is an exchange of consideration that
is primarily determined based on the fair value of the individual assets and liabilities
transferred; (iii) Individual assets and liabilities transferred in a restructuring transaction would
be derecognized by the transferor at their carrying amount and recognized by the recipient at
that same amount with applicable adjustments; (iv) the net effect of a restructuring transaction
would be recognized as revenue or as an expense by the transferors and recipients; and (v)
the financial position and results of operations prior to the restructuring date would not be
restated.
The PSAB is currently expected to issue an ED in Q3/2014.
Last updated: July 2014
UPDATED

Effective date: To be determined

Revenue

February 3, 2014

On August 30, 2013, the PSAB issued a Statement of Principles (SOP) that contains
proposals that will affect the reporting of a broad range of revenues by public sector entities.
Most recently, at its meeting on March 20-21, 2014, the PSAB discussed issues identified by
staff based on a preliminary review of responses to its SOP. The PSAB noted that further
research on these issues will be required. The project timeline will be extended as a result.
The PSAB expects to issue an ED in Q2/2015.
Last updated: July 2014
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Amendments to the Introduction of the PSA Handbook: Terminology

Original ED:

At their meeting on December 13-14, 2012, the PSAB approved an ED, which was issued on
February 6, 2013 and proposes amendments to the Introduction to Public Sector Accounting
Standards and consequential amendments to other Sections. The ED proposals: (i) amend
the definition of a government organization to exclude entities that are component parts of a
government and define a government component; (ii) provide additional guidance on which
standards government components and government organizations would follow; (iii) provide
guidance on which standards government partnerships would follow; iv) define general
purpose and special purpose financial statements; and (v) clarify that the PSA Handbook
does not require government components, government organizations or government
partnerships to prepare general purpose financial statements.

May 3, 2013
Re-ED
April 30, 2014

On February 3, 2014, the PSAB issued for comment a re-exposure draft (the Re-ED). The
changes made to the original ED (i) require all public sector entities that apply the standards
in the PSA Handbook to apply Section PS 1150, Generally Accepted Accounting Principles,
where the standards are silent on an issue; (ii) allow government partnerships between public
sector entities that are not government business partnerships to apply standards in the PSA
Handbook or standards applicable to publicly accountable enterprises in the CPA Canada
Handbook - Accounting; and (iii) include transitional provisions for government components
and government partnerships.
The PSAB expects to finalize the amended Handbook material in Q4/2014.
Last updated: February 2014
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Last updated

Asset Retirement Obligations

July 2014

The objective of this project is to issue an accounting standard that addresses the reporting of
legal obligations associated with the retirement of long-lived tangible capital assets currently
in productive use. Recognition and measurement of the liability will be a major issue as will be
accounting for the related expense.
Most recently, at its meeting on June 16-17, 2014, the PSAB reviewed a draft SOP,
Retirement Obligations, and requested that the document clarify the difference between
retirement and replacement or renewal of tangible capital assets. In addition, the PSAB
approved the following proposed principles: (i) retirement obligations associated with tangible;
capital assets include those resulting from legal, constructive and equitable obligations; (ii)
retirement costs increase the carrying amount of the related tangible capital asset or a
component thereof and are expensed in a rational and systematic manner; (iii) retirement
obligations would be measured using best estimate methodologies. (iv) subsequent
remeasurement of the retirement obligation liability result in either a change in the carrying
amount of the related tangible capital asset or a component thereof, or an expense,
depending on the nature of the remeasurement and whether the asset remains in productive
use; and (v) retirement obligations associated with tangible capital assets include postretirement operation, maintenance and monitoring.
The PSAB expects to approve a SOP for comment in Q3/2014.
Last updated: July 2014
UPDATED

Effective date: To be determined

Concepts Underlying Financial Performance

July 2014

The objective of this project is to review and amend, if necessary, the conceptual framework
in Sections PS 1000, Financial Statement Concepts, and PS 1100, Financial Statement
Objectives. This review could also affect Section PS 1201, Financial Statement Presentation.
At their meeting on March 21-23, 2012, the PSAB considered and supported a revised
approach and timeline for the project. The revised approach focuses on two primary issues: (i)
the characteristics of public sector entities; (ii) the measure of financial performance. The
project is now expected to be completed by September 2015.
A first Consultation Paper (CP), Characteristics of Public Sector Entities, was issued on
August 25, 20111 for comment by October 15, 2011. See separate item.
At their meeting on September 20-21, 2012, the PSAB discussed the final draft of its Task
Force’s second CP, Measuring Financial Performance in Public Sector Financial Statements.
The second CP was issued for comment on October 11, 2012 with a request for comments by
January 31, 2013. See separate item.
Most recently, at its meeting on March 20-21, 2014, the PSAB provided feedback to its Task
Force on financial statement presentation issues.
A third CP is expected in Q1/2015.
Last updated: July 2014
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Last updated

Impairment of Non-Financial Assets

April 2013

At their meeting on June 26-27, 2012, the PSAB approved a project proposal in respect of the
impairment of non-financial assets. The project will focus on addressing the impairment of
tangible capital assets that provide service benefits. Deferred maintenance issues will also be
considered. The project will define impairment, and provide guidance on assessment,
recognition, measurement and disclosure of impairment losses.
As of April 2013, this project is currently on hold.
Last updated: April 2013

Effective date: To be determined

Emissions Trading Schemes

February 2014

In December 2013, the IPSASB approved a new project relating to Emissions Trading
Schemes (ETS). The objective of this project is to develop a standard which provides
guidance to both administrators and participants in ETS. The IPSASB directed that the project
should be principles based and that it should include a full discussion and analysis of the
auctioning of allowances and permits to emit as well as allocation of such allowances and
permits at no cost.
The first phase will be the publication of a Consultation Paper/Discussion Paper. The analysis
of responses will be a joint project between the IASB and the IPSASB.
Last updated: February 2014
UPDATED

Effective date: To be determined

Public Sector Specific Financial Instruments

July 2014

In December 2013, the IPSASB approved a new project relating to Public Sector Specific
Financial Instruments which are outside the scope of those covered under current IPSAS 28–
30 and include monetary gold, currency and coin in circulation, special drawing rights,
memberships/investments in international organizations (such as the International Monetary
Fund) and statutory receivables and payables.
The IPSASB noted that it was difficult to determine if the scope of issues was exhaustive at
this time and therefore decided to proceed with an initial research phase of the project. This
initial phase is anticipated to be completed by the end of 2014 and will culminate with the
issuance of a Consultation Paper and a revised project brief.
Most recently, at its meeting on June 24-27, 2014, the IPSASB considered an Issues Paper
on the following public sector specific topics: (i) statutory receivables; (ii) statutory payables;
and (iii) securitizations. The staff also presented research and findings related to: (i) taxes; (ii)
government transfers; (iii) fines and penalties; (iv) fees; and (v) social benefits.
Last updated: July 2014
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Abbreviations, a list of most
commonly used acronyms
AASB

Auditing and Assurance Standards Board

AASOC

Auditing and Assurance Standards Oversight Council

AcSOC

Accounting Standards Oversight Council

AcSB

Accounting Standards Board

ASC

Alberta Securities Commission

AMF

Autorité des marchés financiers

BCSC

British Columbia Securities Commission

CAS

Canadian Auditing Standard

CPAB

Canadian Public Accountability Board

CPRB

Canadian Performance Reporting Board

CSA

Canadian Securities Administrators

DP

Discussion Paper

DTI

Deposit-taking Institution

ED

Exposure Draft

EIC

Emerging Issues Committee

FAQ

Frequently Asked Questions

FRE

Federally Regulated Entities

FRFI

Federally Regulated Financial Institution

OSC

Ontario Securities Commission

OSFI

Office of the Superintendent of Financial Institutions Canada

IAS

International Accounting Standard

IASB

International Accounting Standards Board

IAASB

International Auditing and Assurance Standards Board

IESBA

International Ethics Standards Board for Accountants

IFAC

International Federation of Accountants

IFRIC

International Financial Reporting Interpretations Committee

IFRS

International Financial Reporting Standard

IIROC

Investment Industry Regulatory Organization of Canada

IPSAS

International Public Sector Accounting Standard

IPSASB

International Public Sector Accounting Standards Board

ISA

International Standard on Auditing

ITC

Invitation to Comment

NFPO

Not-for-profit Organization

PSAB

Public Sector Accounting Board

RFI

Request for Information

SOP

Statement of Principles
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Additional resources
The following Deloitte resources will assist you in maintaining your financial literacy throughout the
year. To obtain more information about any of these resources, please communicate with your Deloitte
partner or one of our contacts listed at the end of the publication.
Thought Leadership
Centre for Corporate Governance
This Web site is specifically designed to help board members with their responsibilities. It provides the
latest information on regulatory and legislative developments, accounting and financial reporting, board
roles and responsibilities, and best practices.
(www.CorpGov.Deloitte.ca)
Financial Reporting Assessment Tools
Comprehensive assessment tools to help management and Directors determine whether or not their
organizations’ financial statements and other financial filings meet all of the continuous disclosure
obligations.
(http://www.corpgov.deloitte.com/site/CanEng/self-assessments-tools-and-other-resources/financialreporting-tools/)
Periodicals
IFRS in Focus
We publish IFRS in Focus newsletters at the time of release of new and revised Standards and
Interpretations, Exposure Drafts and discussion documents, including summaries of the documents and
consideration of the principal amendments/proposals.
(http://www.iasplus.com/en/tag-types/global-publications/ifrs-in-focus-newsletters)
DeloitteLINK
A weekly e-newsletter that helps you stay on top of standard-setting initiatives.
(http://www.corpgov.deloitte.com/site/CanEng/deloitte-periodicals/deloittelink/)
Deloitte Update
Our new live webcast series featuring our professionals discussing critical issues that affect your
business.
(http://www.corpgov.deloitte.com/site/CanEng/financial-reporting/deloitte-update/)
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Contacts, our experts network is
available for your questions
Atlantic

Winnipeg

Digests are available at
www.deloitte.com/ca/standards.

Andrew Campbell

Richard Olfert

902-721-5525

204-944-3637

andcampbell@deloitte.ca

rolfert@deloitte.ca

Click here to subscribe to our
publication alerts.

Québec

Saskatchewan

Martin Granger

Cathy Warner

514-393-7177

306-565-5230
cwarner@deloitte.ca

mgranger@deloitte.ca

National Capital
Region
Serge Desrochers
613-751-5234

sedesrochers@deloitte.ca

Francis Séguin
613-751-5467

fseguin@deloitte.ca

Greater Toronto Area

Alberta
Rachel Gosse
780-421-3682
rgosse@deloitte.ca

British Columbia

This document serves merely as
a summary; for more detailed
information, readers should
consult the original document.
No measures should be taken
without prior consultation with
your professional advisor.
Publication date July 31, 2014.
This page does not reflect
changes made by standardsetting bodies after this date.

Shirley Wolff
604-640-3022
shwolff@deloitte.ca

We would like your opinion on
this publication. Please take a
few minutes to complete this
online survey and share your
feedback with us.

Paula Jesty
416-643-8787

pjesty@deloitte.ca

Steve Stewart
416-643-8969

ststewart@deloitte.ca

Cindy Veinot
416-643-8752
cveinot@deloitte.ca
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FA14-27
November 4, 2014

To:

Members,
Finance and Administration Committee

Re:

Annual Status Report on City Debt

RECOMMENDATION
That this report be forwarded to the November 24, 2014 meeting of City Council for
information.
CONCLUSION
The City’s Debt Management Policy requires the Director of Finance to annually report to
Council the status of City debt in the context of its debt limit and debt ratios to help determine
the affordability of its debt.
The City’s current debt limit is $450 million. This amount is in effect until December 2016, at
which time Council must decide to maintain or change the current debt limit by making an
application to Saskatchewan Municipal Board (SMB). This report shows the method in which
the City’s consolidated debt is assessed to arrive at a decision of its reasonableness and
affordability as of December 31, 2013. In addition, information is also presented on the City’s
projected debt levels.
Based on the information presented in the body of the report, the debt levels of the City are
reasonable and affordable. On December 31, 2013, the City had $79.1 million in debt; the
projected debt model estimates that year end debt as of 2014 and 2015 will be approximately
$275 million and $363 million respectively. Although the City’s debt level is expected to
increase significantly, due to the Waste Water Treatment Plant and the Stadium projects,
projected figures remain within the established ratio limits. Managing debt helps to improve the
effectiveness of cash management, which in turn reduces costs and mitigates risk. Despite the
increase in projected borrowing, the City’s credit rating has not been affected as is evidenced in
the recent rating by Standard and Poor’s (S&P), who evaluates and maintains the City’s credit
rating.
The City currently uses debt to fund capital projects. Although the City’s debt ratios are within
the benchmark limits set within the Debt Management Policy, it is important that the City
continues to be conservative with respect to its borrowing and regularly monitor debt to ensure
the City maintains a sound financial position and that credit quality (rating) is protected.
Remaining in good standing and taking proactive measures can help the City maintain or
improve its credit rating. A well developed debt policy and effective management of debt will
help maintain relationships, which will facilitate borrowing and competitive rates for the City.

-2BACKGROUND
The City has a Debt Management Policy administered with authority under the Regina
Administration Bylaw 2003-69, Section 25 (l) & (m). The policy establishes a set of parameters
by which public debt obligations will be undertaken by the City of Regina. This policy reinforces
the commitment by the City to manage its financial affairs in a manner that will minimize risk
and ensure transparency while still meeting the capital needs of the City. A clearly articulated
Debt Management Policy signals to the public, as well as credit agencies, that the City takes debt
management seriously and is using a policy approach to finance capital needs.
The City has a credit rating of AA+, and the Administration is continuing to use appropriate debt
finance policies and procedures to maintain this. This is a very high credit rating that signals the
City is a low credit risk. Therefore, access to capital markets and favourable interest rates are
relatively more available compared to organizations with lower credit ratings.
The City’s Debt Management Policy requires the Director of Finance to annually report to
Council the status of City debt. Therefore this report discusses the City’s debt in the context of
its debt limit and debt ratios to help determine the affordability of its debt.
DISCUSSION
Debt ratios are often used to assess a governmental unit’s debt burden and debt trends. The
affordability of debt is examined annually using the debt limit and three measures which are
established in the City’s Debt Management Policy: Debt Burden Percentage, Debt Capitalization
Ratio, and Debt Service Ratio (See Appendix A for definition of ratios). A fourth ratio, the
Financial Flexibility Ratio is also included in this report because it has been indicated to be a
useful measurement tool according to Public Sector Accounting Board (PSAB) and is also used
by Standard and Poor’s (S&P) in their credit rating analysis (See Appendix A).
Debt, revenues and expenses are consolidated and include: City of Regina, Regina Downtown
Business Improvement District, Regina Public Library, Regina Regional Opportunities
Commission, Regina’s Warehouse Business Improvement District and Buffalo Pound Water
Administration Board.

-3Debt Limit and Debt Balance
The City’s debt limit is $450 million with $79.1 million outstanding as of December 31, 2013.
As of December 31, 2014 the outstanding debt is expected to be $275 million and $363 million
by December 31, 2015. The debt limit increase was intended for the Mosaic Stadium
replacement and the new waste water treatment plant. Future debt will only be issued as
required, with City Council’s approval.
The graph below shows the current projected total debt to 2019. It also shows that the projected
debt to 2019 is not expected to surpass our debt limit of $450M, but will reach its expected peak
of $363 million in 2015.
Debt Projection
Total Debt - $M

Debt Limit - $M
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400
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-4Debt Burden Percentage
The debt burden percentage measures the City’s cost of servicing debt, using the (annual debt
interest and principal payments), as a percentage of total expenditures. The Debt Management
Policy established a target rate of less than 5%.
The City of Regina’s debt burden percentage was 1.8% as at December 31, 2013 and has ranged
from 1.8% to 3.4% within the past four years. This ratio indicates that at December 31, 2013, the
City's debt payments were a low percentage of its total expenditures. This percentage will
increase in 2014 in accordance with higher debt payments made in 2014.
The projected debt burden percentage will be 12.7% in 2014 and 4.0% in 2015. The spike in the
ratio in 2014 is due to the $43.1 million balloon1 debt payment made in 2014. This has resulted
in the ratio being high; however, given this is an isolated incident it has not impacted our credit
rating analysis done by S&P. The 2015 ratio falls within the affordability ratio.
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Compared to other cities, the City of Regina debt burden percentage is lower as presented in
graph 1 below.
Graph 1: City’s debt burden percentage compared to other Canadian cities
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-5Debt Capitalization Ratio
The Debt Capitalization Ratio measures the debt component of a company’s capital structure. It
describes the proportion of assets financed by debt. A higher ratio indicates a relatively weaker
financial position. A target rate of less than 5% has been established in the Debt Management
Policy.
The City of Regina’s debt capitalization ratio was 5.1% at December 31, 2013 and has ranged
from 5.1% to 9.8% in the past five years. In 2013, the City was at the suggested 5% target, which
is a significant decline over the last four years. The City’s ratio is expected to increase to
approximately 15% and 19% in 2014 and 2015 respectively, due to increase in debt to finance
the Stadium Project and the Waste Water treatment Plant (WWTP). This ratio will be monitored
as the City plans to continue borrowing in the future to fund its capital budget.
Graph 2: City’s debt capitalization percentage compared to other Canadian cities
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Historically, Regina's debt level has compared positively to other Western cities. However, our
debt is beginning to increase, which is consistent with experiences in other municipalities. The
City’s debt ratio is low compared to Winnipeg and Calgary, but higher than Saskatoon in most
years.
Graph 2: City’s debt capitalization percentage compared to other Canadian cities
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-6Debt Service Ratio
The debt service ratio measures the percentage of revenue which is required to cover debt
servicing cost (interest and principal payments). This ratio is calculated by using the percentage
of annual interest and principal payments on debt to total City revenues. A high debt servicing
ratio indicates that there is less revenue available for providing services. It is also the prime ratio
used by the credit rating agency S&P when assessing the debt burden of a municipality. The
Debt Management Policy sets a target rate of less than 5%.
The City of Regina’s debt service ratio was 1.3% at December 31, 2013, which was an
improvement from the 2.3% in 2012. In 2014 the ratio is expected to increase to 9.4% which is
above the 5% benchmark. This is due to the $43.1 million balloon2 debt payment made in 2014.
However, this has not affected our credit rating analysis as it is an infrequent occurrence. In
2015 the ratio is projected to fall to 2.7% which is within our benchmark. This ratio will also be
monitored as the City’s plans to continue borrowing in the future to finance its capital budget.
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Compared to other cities, the City of Regina debt service percentage is lower as presented in
graph 3 below. Several factors influence this ratio such as the term of debt obligations, interest
rate(s) payable and total municipal revenue levels.
Graph 3: City’s debt service percentage compared to other Canadian cities
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-7Flexibility Ratio
The financial flexibility ratio measures the percentage of the City’s total revenue that is used for
debt interest payments. It is a measure of degree to which an organization can change its debt
and still meet its existing financial and service obligations. The more an organization uses
revenues to meet the interest costs of past borrowing, the less that will be available for program
spending. Flexibility is another key indicator used by S&P, with a benchmark of 0% - 5% being
the most desirable.
The City’s public debt charges (interest expense)-to-revenues have remained stable over the past
several years at a level between 0.6% and 0.9%. This ratio decreased to 0.67% and 0.57% in
2012 and 2013 respectively, indicating an increase in flexibility since 2010. The projected future
debt issuance will impact the City’s financial flexibility as this ratio is expected to increase to
approximately 1.4% in 2014. This increase in the ratio remains within the benchmark of 0% 5% used by S&P.
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Graph 4: City of Regina flexibility percentage
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-8RECOMMENDATION IMPLICATIONS
Financial Implications
This analysis is intended to ensure that all debt issuances and obligations are affordable and
assessed using the debt affordability ratios, as per the criteria identified in the Debt Management
Policy. It is important to consider all ratios and their historical trends, rather than isolating
specific measures or points in time from a decision-making perspective. For 2013, the analysis
of the debt ratios indicate that the City of Regina’s current debt is reasonable and affordable.
In 2014 and 2015 the corporation is undertaking two projects that are partially funded with debt.
While these projects will affect the debt ratios, the City’s credit rating and overall financial
health will not be negatively impacted as the amount of debt incurred will remain within planned
levels. Most ratios that exceed the target rates in 2014 recover in 2015.
The City’s unfunded pension liability has partially offset the strength of its credit rating. S&P
has indicated that the pension liability, if not properly managed, can adversely impact our credit
rating in the future.
Environmental Implications
The debt recently secured will be used to partially finance the Stadium Project and also for work
on the Waste Water Treatment Plant. The stadium project will result in significant construction
debris which will result in burden to the landfill. There will also be requirements to meet for
zoning and residential criteria. The waste water treatment plant is required to meet new
regulatory requirements as well as provide expanded hydraulic and process capability associated
with future City growth. The environmental implications are identified in more detail under
those projects.
Strategic Implications
Periodic reviews of debt levels and related policies help ensure the City’s debt is effectively
managed. The development of a long range financial plan for the City of Regina will include an
assessment of our current Debt Management Policy and other financial policies to ensure long
term financial sustainability.
Other Implications
Based upon City Council’s approval to increase the limit from $350 million to $450 million on
July 5, 2013, the Saskatchewan Municipal Board (SMB) requires a “renewal”. The City must
ensure that it brings a fresh application to the SMB in advance of December 2016 to confirm our
debt limit.

-9Accessibility Implications
None related to this report.
COMMUNICATIONS
None related to this report.
DELEGATED AUTHORITY
As per the Debt Management Policy we recommend this report be forwarded to Council as an
information item.
Respectfully submitted,

Respectfully submitted,

June Schultz
Director of Finance

Ed Archer
CFO

TF/CS/BDS:a

Appendix A
Ratio Definitions

I. Debt Burden Percentage:
Calculation: Consolidated Debt Interest and Principal Payments / Total Consolidated City
Expenditures
This ratio measures the City’s debt service burden as a percentage of total City expenditures.
The target for this ratio is intended to maintain the City’s long-term operating flexibility to
finance existing capital requirements and new capital projects. A high ratio suggests that a
municipality has relatively little flexibility, as funding that could be used to support services
would need to be applied to payment of the debt.
A low debt service ratio could imply that a municipality is strong financially, which implies
that they will be looked at more favourably if they need to secure debt. Credit rating agencies
recommend that this ratio not exceed 5%.
II. Debt capitalization Ratio:
Calculation: Total Consolidated Debt / (Accumulated Surplus and Consolidated Debt)
This ratio measures what percentage of City capital comes from debt. A City that relies too
heavily on debt capital could be in a position of being over-leveraged and thus limit their
access to capital markets. Conversely, a City that fails to strategically access debt as a means of
capital may fail to optimize its funding mix which may lead to not accessing low-cost funding
to invest in capital infrastructure. Typically this ratio should be less than or equal to 5%.
Although there is no specific targeted ratio per say, it is suggested that this ratio be no higher
than the debt service ratio being proposed (i.e. 5%). Credit rating agencies become concerned
when this ratio exceeds 10%, as it signals that a local government’s debt proportion of capital
may be too high.
III. Debt Service Ratio:
Calculation: Consolidated Debt Interest and Principal Payments / Consolidated Revenues
This ratio takes the percentage of annual interest and principal payments on debt to total City
revenues. This ratio indicates the amount of total revenue that is being used to service the
municipality’s debt. A high debt servicing ratio indicates that there is less revenue available for
providing services. It is recommended that service of the debt burden of the City should not
exceed 5% of its annual total revenue. According to S&P, for general purpose governments
and rating agents tend to consider ratios in excess of 10% to be the threshold at which debt
service begins to ‘crowd’ other operating priorities out of the budget. This is a key ratio used
by Standard and Poor’s.
Market factors affecting debt servicing costs include interest rates and inflation. Interest costs
are affected by the interest rates and term of borrowing. Inflation impacts interest costs. When
inflation rate increases, interest costs are higher because future dollars will be worth less than
current dollars. Investors will want to offset their lower purchasing power by knowing they

-2will get a higher return (interest) on their investment. When determining the cost of borrowing,
projections are made on both the anticipated interest rates and inflation rates.
IV. Flexibility Ratio:
Calculation: Consolidated Debt Interest/Consolidated Revenues
Another indicator of financial condition introduced by the Public Sector Accounting Board
(PSAB) of the Canadian Institute of Chartered Accountants measures flexibility. Flexibility is
the degree to which the City can issue more debt or increase taxes to meet its existing financial
and service commitments.
Flexibility measures the extent to which past borrowing decisions present a constraint on a
government’s ability to meet its financial and service commitments in the current period. The
more revenue used by a government to cover the interest costs of borrowing, the less that will
be available to spend on current programs and services.

FA14-28
November 4, 2014
To:

Members,
Finance and Administration Committee

Re:

Lease of Road Right-of-Way Property

RECOMMENDATION
1. That a lease agreement between the City of Regina and CBS OUTDOOR CANADA LP be
approved for the subject road right-of-way properties incorporating the terms and conditions
as outlined in the body of this report;
2. That your Administration be authorized to approve the final terms and conditions of the lease
agreements;
3. That the City Clerk be authorized to execute the lease documents as prepared by the City
Solicitor;
4. That this report be considered by City Council on November 24, 2014 after public notice has
occurred; and
5. The City Solicitor be instructed to prepare a bylaw for consideration by City Council,
authorizing the lease of the subject road right-of-way’s.
CONCLUSION
CBS OUTDOOR CANADA LP wishes to obtain lease rights on various portions of right-ofway’s for the purpose of erecting billboard signage. In order to allow a lease to occur, as
required by the Cities Act, City Council must pass a Bylaw.
BACKGROUND
The Administration has negotiated nine (9) potential sites for the purposes of erecting permanent
static billboard signage as identified in Appendix A.
Subsection 13 of The Cities Act respecting street closures requires that Council must approve
leases of such properties by Bylaw. This report is being presented to obtain the required Bylaw
approval.
DISCUSSION
In order to address CBS OUTDOOR CANADA LP’s request to utilize various portions of the
subject right-of-way’s, for the purpose of erecting permanent static billboard signage your
Administration undertook a circulation of all affected City departments. At the completion it
was determined that a lease for the subject sites is acceptable as the proposed leased portion of
the right of way is not needed for use by the travelling public.
The sites are identified in the attached Appendix A.

-2The following terms and conditions will apply:
Tenant:

CBS OUTDOOR CANADA LP
127 Cardinal Crescent
Saskatoon, Saskatchewan S7L 6H5

Gross Lease Rate:

$20,250.00 per year

Lease Term:

Five years commencing upon Council approval

Renewal Option:

(1) additional five year term

Termination Notice: Either party may terminate the Lease Agreement by providing the other
party 90-day written notice of intention to terminate.
Other Terms:

The tenant shall be responsible for the care and maintenance of the land.
Pursuant to section 13(5) of The Cities Act, the lease shall include a
provision permitting Council to terminate the lease on six months’ written
notice to the lessee if Council considers it necessary to provide public
access to the street.
Subject to City Council’s approval of the required Bylaw.

RECOMMENDATION IMPLICATIONS
Financial Implications
If the recommendations in this report are approved there would be lease revenue of $20,250 per
year for five years.
Environmental Implications
None with regards to this report.
Policy and/or Strategic Implications
None with regards to this report.
Other Implications
None with regards to this report.
Accessibility Implications
None with regards to this report.

-3COMMUNICATIONS
A copy of this report was provided to CBS OUTDOOR CANADA LP.
DELEGATED AUTHORITY
This report and bylaw requires the approval of City Council.
Respectfully submitted,

Respectfully submitted,

Don Barr, Director/City Assessor
Taxation, Assessment, Real Estate

Diana Hawryluk, A/ Executive Director
City Planning and Development

Report prepared by:
Chuck Maher, Manager, Real Estate

1:750

Appendix A

25th Ave

Albert St

Proposed
Billboard
Location

3801
Albert
Street

4

1

Blk B

Approx. Billboard Location
Parcel Lines

2

Real Estate Branch, City Planning & Dev. Div.
Project: Subject Land
09 Sep 2014 O:\RA\Requests\real estate\LotAdjust\Albert St 3801 air.mxd

Civic Address: ROW W of 3801 Albert St
Legal Description: SW 07-17-19-2 Plan FF671 Ext 1
Any Dimensions shown are in metres and approximate
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Victoria Ave Srvrd N

Victoria Ave
Proposed
Billboard
Location

G
A

1735 E
Victoria
Avenue

B1

A1

Approx. Billboard Location
Parcel Lines

Real Estate Branch, City Planning & Dev. Div.
Project: Subject Land
09 Sep 2014 O:\RA\Requests\real estate\LotAdjust\Victoria Ave 1735 E air.mxd

Civic Address: ROW N of 1735 E Victoria Ave
Legal Description: Blk/Par G-Plan FU392 Ext 2,
SW 21-17-19-2
Any Dimensions shown are in metres and approximate
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Rupert St

1931 Rupert
Street

V

Proposed
Billboard
Location

A

i

ve

Victoria Ave
Approx. Billboard Location
Parcel Lines
Real Estate Branch, City Planning & Dev. Div.
Project: Subject Land
09 Sep 2014 O:\RA\Requests\real estate\LotAdjust\Rupert St 1931 air.mxd

Civic Address: ROW S of 1931 Rupert St
Legal Description: SW 21-17-19-2 Plan 67R04561 Ext 14
Any Dimensions shown are in metres and approximate
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Rochdale Blvd

Pasqua St

3939
Rochdale
Boulevard

Blk Y
Proposed
Billboard
Location

998 N
Pasqua
Street

Approx. Billboard Location
Parcel Lines

Real Estate Branch, City Planning & Dev. Div.
Project: Subject Land
09 Sep 2014 O:\RA\Requests\real estate\LotAdjust\Rochdale Blvd 3939 air.mxd

Civic Address: ROW W of 3939 Rochdale Blvd
Legal Description: NW 01-18-20-2 Plan 66R26885 Ext 1
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November 4, 2014

To:

Members,
Finance and Administration Committee

Re:

1555 - 8th Avenue

RECOMMENDATION
That this report be forwarded to the November 24, 2014 meeting of City Council for
consideration.
CONCLUSION
The City has a process for examining options for disposal or continued ownership of property.
This process is in effect in relation to the property at 1555 8th Avenue.
The administration has reviewed the impact on the affected parties as requested by City Council.
The tenant, 101217990 Saskatchewan Ltd, which is the numbered company operating as the
District Brewing Company, has a lease in place and would pay rent under the terms of the
agreement whether the property is retained by the City or sold. If the property were to be sold
with the lease in place, there would be no negative impact to the tenant. At the end of the term,
the tenant would need to renegotiate the lease with the landlord.
The gymnastic organizations supported by Optimist Gymnastics Association of Regina (OGAR)
through the provision of both facilities and funding have relocated to other facilities. The
gymnastic clubs continue to operate and have adjusted to the loss of funding provided by OGAR
as a result of the property ownership reverting to the City. The City had advised the groups of the
Community Investment Program where incorporated non-profit organizations can apply to the
City for grants to support culture, sport, recreation or social programs. None of the gymnastic
organizations has applied for a Community Investment Grant for 2014.
BACKGROUND
In report CR 13-62, City Council instructed the administration to repurchase the property at
1555-8th Avenue as per the terms of the agreement and that when ownership was attained the
administration was to provide a report to City Council with recommendations on how the current
tenant and other affected parties were to be dealt with. The purpose of this report is to provide
the follow up information as requested by City Council.
DISCUSSION
The Regina Cosmopolitan Gymnastics Centre at 1555 8th Avenue was acquired by the City in
1981 to aid in the development of gymnastics in Regina. Upon acquisition, the property was
leased to OGAR, a group formed to represent gymnastics’ interests in Regina. The Community
Services Committee (February 15, 1989), in considering the budget passed a motion that
recommended Council approve a policy to renegotiate the contract with OGAR to reduce the
subsidy provided to this group through the nominal rental charge.

-2In October 1991, discussions were held with OGAR to revisit the City's operational and financial
responsibility for the Centre. The City's principle objective in revisiting the agreement was to
reduce its operational and financial responsibilities in the areas of maintenance, repair, and
capital improvements. As a means of achieving the City's objective, the sale of the property and
building to OGAR was pursued. In 1992, an agreement was reached between OGAR and the
City. The agreement was considered in report CR318-92 and approved by City Council
November 30, 1992 and included the following points:
1. The City would transfer the title to the property at 1555 8th Avenue to OGAR for the sum of
$1. The City retained a reversionary interest in the lands and building.
2. OGAR would be solely responsible for all maintenance and repairs required of the buildings
and lands.
3. The City provided an operating grant for the five years with the amount of the grant declining
from $23,100 in 1993 to $4,600 in 1997, with no grant in 1998.
4. A five-year tax exemption (1993 to 1997) was provided to OGAR. In 1998, City Council
approved a further five-year exemption from 1998 to 2002 inclusive. The 1998 report
included a recommendation that “OGAR be advised that a further exemption beyond 2002
will not be considered.”
5. The OGAR facility was somewhat different than most privately-owned recreation facilities in
that it was once owned and operated by the City. OGAR could not dispose of the property
without approval of the City and if it was not used for gymnastics, the property was to be
returned to the City.
The agreement with OGAR for the transfer of the property included a reversionary interest. The
reversionary interest was for a period of 99 years that could be exercised by the City if certain
events occurred.
In 2013 the City became aware that the building was no longer used as a gymnastic centre and
the property had alterations undertaken without the prior approval of the City in contravention of
the agreement. City Council in Report CR13-62 approved acting on the revisionary clause in the
agreement to regain title to the property. Council also requested that a further report be provided
once ownership is attained by the City with recommendations on how the current tenant and
other affected parties be dealt with.
The Lease Agreement between OGAR and 101217990 Saskatchewan Ltd, which is the
numbered company operating as the District Brewing Company, shows the monthly lease rates
to be $2,500 from November 1, 2012 to April 1, 2013; $5,000 for the period May 1, 2013 to
October 1, 2013 and thereafter increasing each year for the next four years at a rate of $500 per
month. The rent in this agreement started at approximately $2.50 a square foot and escalates to
$7 per square foot. The lease agreement has a schedule that identifies leasehold improvements
that the tenant shall undertake that included removing bleachers, extending the mezzanine area,
upgrading the electrical to three phase, renovating the bathrooms, upgrading offices, adding
drainage to the main floor area, adding a cold storage facility, adding a bay door, and installing
equipment and fixtures to conduct business operations. The majority of these tenant
improvements have been carried out at the cost of the tenant. Once the City regained ownership
of the property the rent has been paid to the City. The lease agreement that the City assumed
with the property is below market rent and expires in 2017.
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administration has a process underway to evaluate the options. The property was transferred to
OGAR in 1992 to reduce the City’s costs and risk as landlord. The building is 63 years old and
is structurally sound; however, an appraisal identified the roof will need replacing and notes
there is asbestos encapsulated in the ceiling. Continued ownership of the property will require
the City as landlord to invest in maintenance costs of the building.
Council requested information on the impact on the existing tenant. In discussions with the
tenant, they advise they have invested significant capital in tenant improvements and equipment;
however, they are not in a position to purchase the property. If the property was sold with the
existing lease in place, the existing tenants would be able to deal with the new owner at the end
of the lease term as in any other tenant and landlord relationship.
The typical process for disposal of City-owned property is to first determine if there is a civic use
for the property through a circulation. If no civic use or special encumbrance is identified the
property is declared surplus and listed for sale. Given this property has a tenant it could not be
considered for civic use until the lease expires in October 1, 2017 and this would be indicated in
the circulation. Property listed as surplus would be disposed of following the typical practice of
a public offering at market value.
Council also asked for information on the other impacted parties. Over the years that OGAR had
operated the building, OGAR had charged rent to the Gymnastic Clubs that used the facility and,
after paying operating costs, OGAR provided excess funds as grants back to support the
Gymnastic Community. These funds were distributed by OGAR to support two local gymnastics
clubs, Gymnastics Adventures and the Queen City Kinsmen Gymnastics Club. These funds
were used by the clubs for a variety of purposes, including facility rental fees, supplementing
membership fees, coach, athlete and official development, special needs groups and competitive
athlete travel expenses. The gymnastics clubs will be required to alter their business and
operations accordingly to account for the loss of the grant revenue provided by OGAR. As nonprofit sport organizations, the gymnastics clubs are eligible to apply for funding through the
Sport and Recreation stream of the City of Regina Community Investment Grant Program. This
approach provides transparency and accountability for funds provided by the City and ensures
that all community groups seeking support from the City are treated fairly. The Community
Services, Sports and Recreation Department met with the two gymnastic organizations and
advised of the Community Investment Program process. In 2014, neither of the local gymnastic
clubs applied for funding through the program. One of the organizations advised the club had
raised registration fees to adjust for the loss in revenue from OGAR.
RECOMMENDATION IMPLICATIONS
Financial Implications
The property has estimated market value of $1,270,000. If the property were to be sold this
would be realized as revenue. If the property continues to be owned and leased there would be
rent of $66,000 in 2014 escalating to $72,000 per year in 2016 with some operating costs
incurred.
Environmental Implications
None with regards to this report.

-4Policy and/or Strategic Implications
None with regards to this report.
Other Implications
None with regards to this report.
Accessibility Implications
None with regards to this report.
COMMUNICATIONS
A copy of this report was provided to 101217990 Saskatchewan Ltd operating as the District
Brewing Company, the Queen City Gymnastics Club and Gymnastics Adventures.
DELEGATED AUTHORITY
This report must be considered by City Council.

Respectfully submitted,

Respectfully submitted,

Don Barr, Director/City Assessor
Assessment, Tax & Real Estate

Diana Hawryluk, A/ Executive Director
City Planning and Development

Report prepared by:
Don Barr, Director/City Assessor

