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May 16, 2019

Members of the Board of Governors of Exhibition Place

Dear Members of the Board of Governors:

We have substantially completed our audit of the financial statements of the Board of Governors of
Exhibition Place (the Board) prepared in accordance with Public Sector Accounting Standards (PSAS)
for the year ended December 31, 2018. We propose to issue our auditor’s report on those financial
statements, pending resolution of outstanding items outlined on page 1. Our draft auditor’s report is
included as Appendix A.

We prepared the accompanying report to assist you in your review of the financial statements. It
includes an update on the status of our work, as well as a discussion on the significant audit, accounting
and financial reporting matters dealt with during the audit process. We remain committed to ongoing
dialogue with you, enabling us to deliver the highest level of service and audit quality, as well as provide
an independent point of view.

We will review the key elements of this report at the upcoming meeting and discuss our findings with you.

We would like to express our sincere thanks to the management and staff of the organization who have
assisted us in carrying out our work, and we look forward to your meeting on June 13, 2019. If you have
any questions or concerns prior to the Audit Committee meeting, please do not hesitate to contact me in
advance.

Yours very truly,

Terri McKinnon
Partner
Risk Assurance Services

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada MsJ 0B2
T: +1416 863 1133, F: +1 416 365 8215, www.pwc.com/ca

"PwC” refers to PricewaterhouseCoopers LLP, an Cntario limited liability partnership.
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Communications to the Board of Governors

Key matters for discussion

Comments

Status of the audit

We have substantially completed our audit of the 2018 financial
statements (the financial statements). We have included our draft
auditor’s report, which reflects the enhanced auditor reporting standards
effective for years ending on or after December 15, 2018, in Appendix A.
Significant outstanding items at time of mailing include the following:

¢ Testing of pension assumptions;

e Update to legal confirmations;

s  Receipt of signed management representation letter;.

e Subsequent events procedures; and

« Approval of financial statements by the Board

Client service team

Terri McKinnon is your engagement leader and Kashif Hameed is your
engagement manager.

Service deliverables

We will audit the Board’s financial statements as of December 31, 2018
and for the year then ending prepared in accordance with PSAS.

Our engagement letter, which has been signed by the City of Toronto (the
City), sets out the terms and conditions for our engagement as the
independent auditor of the Board for the above-mentioned year. In
addition, our engagement letter outlines our responsibilities as the auditor
and the responsibilities of management.

Audit timeline We worked with management to develop this project timeline:
e Interim visit: October 29 - November 2, 2018
e Year-end visit: April 1 - 18, 2019
¢ C(Clearance meeting with management: May 13, 2019
o Year-end Board meeting: June 13, 2019
e Delivery/filing of financial statements: June 2019
Audit approach Our audit approach is a mixture of tests of internal controls and

substantive testing.

Significant areas of audit focus are areas that we think need special audit
consideration. We identified several areas of audit focus which are
described in the section below.

PwC { Board of Governors of Exhibition Place 2018 Year-end report to the Board of Governors 2



Key matters for discussion

Comments

Materiality

Misstatements are considered to be material if they could reasonably be
expected to influence the economic decisions of users of the financial
statements. We set overall materiality of $1,552,000 based on 3% of
revenue for the year. We reported unadjusted and adjusted items over
$155,000 to the Board of Governors. See details in Appendix B.

We conclude that they are immaterial to the financial statements taken as
a whole. “

Significant audit, accounting, and

financial veporting matiers discussed with management

Revenue recognition
(significant risk)

The Board has several significant revenue streams including (but not
limited to):

¢ Building rentals and concessions;

e Services; and

s Parking

We obtained an understanding of management’s processes surrounding

revenue recognition and tested controls surrounding the reconciliation
and signoff of parking revenues by attendants.

We selected samples from the significant revenue streams and tested
them to source documents to assess the existence and accuracy of
transactions. Based on the results of our testing, there were no significant
matters to bring to your attention.

Completeness and accuracy of
transactions recorded with the

City

We have obtained and tested management’s reconciliation of amounts due
to/from the City. We have confirmed loan balances as well as amounts due
to and from the City, and have investigated all significant reconeiling
items.

As a result of the work performed, we have no matters to bring to your
attention.

Employee future benefits payable

The Board sponsors a defined benefit pension plan to its employees, for
which the City funds this obligation. The City engaged external experts to
assist with the valuation of post-retirement and post-employment
benefits.

We have obtained the actuarial report as of December 31, 2018 from
Morneau Shepell. We utilized our internal expert to assess the
appropriateness of the assumptions and estimates used by the actuary in
developing their conclusions. As noted in our list of outstanding items
above, we are in the process of finalizing our testing over the assumptions
used by the actuary.

PwC } Board of Governors of Exhibition Place 201

8 Year-end report to the Board of Governors 3



Key matters for discussion

Commentis

Management override of controls
(significant risk)

Accounting regulatory authorities require that the risk of material
misstatement due to management override of controls be considered a
significant risk on every audit engagement.

In order to address this risk, we performed the following:

» Assessed the control environment and segregation of duties within the
Board;

» Reviewed significant and non-standard journal entries made during
the year based on applying identified risk criteria;

» Reviewed assumptions made by management in making significant
estimates; and

e Incorporated an unpredictable procedure in our audit which involved
testing a sample of vendors to verify existence.

As aresult of the procedures performed above, we do not have any matters
to bring to your attention.

Other matters

Management’s representations

We need to inform you of the representations we are requesting from
management. A copy of the draft management representation letter is
included in Appendix C.

We requested our standard representations.

Internal control
recommendations

We have no significant internal control recommendations to report.

Fraud and illegal acts

No fraud involving senior management, or employees with a significant
role in internal control or that would cause a material misstatement of the
financial statements and no illegal acts came to our attention as a result of
our audit procedures.

We wish to confirm that the Board is not aware of any known, suspected or
alleged incidents of fraud or illegal acts not previously discussed with us.

Other information in documents
containing audited financial
information

You confirm that you are not required or intend to issue any documents
that contain or accompany the financial statements and the auditor’s
report thereon.

Subsequent events

No subsequent events which would impact the financial statements other
than those disclosed have come to our attention.

We would like to reconfirm that the Board of Governors is not aware of any
other subsequent events that might affect the financial statements.
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Key matters for discussion Comments

Enhanced auditor reporting Revised Canadian auditor’s reporting standards were effective for the
standards effective for years 2018 year end audit, and included the following changes:
ending on or after

December 15, 2018 » Different format, opinion will be presented first.

« Enhanced descriptions for responsibilities of the auditor,
management and those charged with governance.

» Enhanced requirements relating to going concern.

A draft of our new auditor’s report is included in Appendix A.

The matters raised in this and other reports that will flow from the audit are only those that have come to our attention arising from or relevant to
our audit that we believe need to be brought to your attention. They are not a comprehensive record of ail the matters arising and, in particular,
we cannot be held responsible for reporting all risks in your business or all internal control weaknesses. Comments and conclusions should only
be taken in context of the financial statements as a whole, as we do not mean to express an opinion on any individual item or accounting
estimate. This report has been prepared solely for your use. It was not prepared for, and is not intended for, any other purpose. No other person
or entity shall place any reliance upon the accuracy or completeness of statements made herein. PwC does not assume responsibility to any

third party, and, in no event, shall PwC have any liability for damages, costs or losses suffered by reason of any reliance upon the contents of
this report by any person or entity other than you.

PwC | Board of Governors of Exhibition Place 2018 Year-end report to the Board of Governors
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Appendix A: Draft auditor’s report and financial

statements
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DRAFT

Board of Governors of
Exhibition Place

Financial Statements
December 31, 2018

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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Independent auditor’s report

To the Members of Board of Governors of Exhibition Place

Our opinion

In our opinion, the accompanying financial statements present 1a1rly, in all material respects, the financial
position of Board of Governors of Exhibition Place (the Board) as'at December 31, 2018 and the results of
its operations and its cash flows for the year then ended in ‘ac¢cordance with Canadian® *\ubu-“ sector
accounting standards. :

/, : . “’s ;

What we have audited N N PR

The Board’s financial statements comprise:

. the balance sheet as at December 3 2018;

. the statement of operations and accumulated deflclt for the year hen ended;
. the statement of changes in net debt: \ ™. I ~?»

. the statement of cash ﬂows for the year, then ended and

. the notes to the flna(nmal statements wh1ch include 4 summary of significant accounting policies.

Y

Basis for i}g?nm{;@%'z :

We conducted our auditin acedrdance with Canadlan generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the ﬁranczal statements sen,tlon of opr report.

We beheve that the audlt ewdence we have obtained is sufficient and appropriate to provide a basis for our
» ommor :

Independence I

We are independent of. the Board in accordance with the ethical requirements that are relevant to our
audit of the financial §tatements in Canada. We have fulfilled our other ethical responsibilities in
accordance w1tv theoe requirements.

Responsibili [‘;f{fff: of management and those charged with governance for the financial
statements

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

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0Bz
T: +1416 863 1133, F: +1 416 365 8215

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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In preparing the financial statements, management is responsible for assessing the Board’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Board or to cease
operations, or has no realistic alternative but to do so. Vs >

o

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

E

Auditor’s responsibilities for the qudit tgfz‘hefnan“‘g i\sf{zz‘cme?zfs

Our objectives are to obtain reasonable assurance about, ZyHether the financial state merts, 4s a whole are
free from material misstatement, whether due to fraud @T error, and to issue an audiror’s $ report that
includes our opinion. Reasonable assurance is a hwh level of assufanue but is not & gliarantee that an
audit conducted in accordance with Canadian generally accel,tea atiditin ng standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonablyhe expected to influence the economic
decisions of users taken on the basis of these ﬁnanmal statemenw

As part of an audit in accordance with Canadian- generadv accepter1 auditing standards, we exercise

professional judgment and maintain professmnal sl«’er;tlmsm mroughout the audit. We also:

. Identify and assess the Tisks of matenal mxsstatemeuf of the financial statements, whether due to
fraud or error, desigriand perform audit procedures responsive to those risks, and obtain audit
evidence that is sufﬁaent and appropriate to pigvide a basis for our opinion. The risk of not
detecting a matenal mlsstdtement resulting from fraud is hlgher than for one resulting from error,
as fraud may involve collvsmn forgery,.i *W*‘ntlonal omissions, misrepresentations, or the override
of internal controi. -

U Obtaiiran understanmng of internal control relevant to the audit in order to design audit
:;roecdn es that-are appropriate-ir the eircumstances, but not for the purpose of expressing an
“/0pinion on the effcctlvenesu of the Board’s internal control.

@

Bvaluate the approprlateneos of accounting policies used and the reasonableness of accounting
, estlmates and related disclosures made by management.

. Cunclude on the appropnateness of management’s use of the going concern basis of accounting and,
based on'the audit evidence obtained, whether a material uncertainty exists related to events or
conditians tnat/may cast significant doubt on the Board’s ability to continue as a gomg concern, If
we concludg, that a material uncertainty exists, we are required to draw attention in our auditor’s
report te'the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Board to cease to continue as a
going concern.

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



We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any 51gn1f1cant def1c1enc1es in internal
control that we identify during our audit.

(to be signed - PricewaterhouseCoopers LLP/s.r.]l./s.e.n.er.l)
g ¥

Chartered Professional Accountants, Licensed Public Accountarits | “
/‘ﬁf g ‘ \,\ . n\‘

Toronto, Ontario o

June @@, 2019 )‘_/




Board of Governors of Exhibition Place

Balance Sheet
As at December 31, 2018

DRAFT

Financial Assets

Cash
Accounts receivable
Trade
City of Toronto
Receivable from the City of Toronto (note 3(a))

Liabilities

Accounts payable and accrued liabilities

Trade

City of Toronto
Employee future benefits payable (note 7)
Payable surplus to City of Toronto (note 9) .
Deferred revenue and contributions A
Loans payable (note 8) 55
Other liabilities
Government assistance

Net debt
Non-financial Assets .

Prepaid expenses and other

Step-up rent receivable.(note 4)

Energy retrofit assets (note 5)

Building improvements and equipment (note 6)

Accumulated conference centrewdgﬁcii (note 11)

Contingencies and commitments‘{note 12)

Approved by the Board of Governors

Director

2018 2017

$ $

4,504,663 6,359,347
7539712 7,067,829
" 31668.519 4025179
\. 7,020,947 6.990.148
22,733,841 24,442,503
)\ 8975932 9,359,420
493,361 2.184.418
8,032,360 8,165,625

. 2221437 2240682
. 6.866.111 6.052.248
41,645,543 43,342,982
775,305 158,505
837,228 958.250
69,147,277 72,462,130
(46,413,436) (48,019,627)
414,795 50,256
2,312,021 2,505,062
9,253.700 10,118,423
25,063,391 27.038.687
37,043,907 39,712,428
(9,369,529) (8,307,199)
Director

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

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED



DRAFT

Board of Governors of Exhibition Place

Statement of Operations and Accumulated Deficit
For the year ended December 31, 2018

2018 2017
Budget Actual Actual
$ $ $
Revenue
Exhibition Place (schedule 1) 29,315,112 . 31,598,499 30,399,643
Enercare Centre (schedule 2) 15,488,787 . ..114,417,503 14,573,220
Beanfield Centre (schedule 3) 5,790,935 .~ 5,738,465 6,043,263
50,594,834, 51,754,467 51,016,126
Expenses (note 13) ~ .
Exhibition Place (schedule 1) 35,847,483 35,395,768 33,793,232
Enercare Centre (schedule 2) < 79,017,801 8,158:543 8,652,910
Beanfield Centre (schedule 3) ~ L 6,085,550 7,071,848 7,499,150
50,444,834 50,626,159 . 49945292
Surplus before the following ~ \*\150-,600 1,128,30‘8 1,070,834
Transfer to the City of Toronto v (15\0;()00), (2,221,437) (2,240,682)
Increase in amounts to be recovered from thev‘éizty“of N N
Toronto W S 30,799 68,441
Deficit for the year e \ Ny (1,062,330) (1,101,407)
Accumulated conference Centre deficit - Beginning " .
of year - S (8,307,199) (7,205,792)
Accumulated confel;ence \c;ﬁtre deficit —‘\End of :yéar ‘ (9,369,529) (8,307,199)

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

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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Board of Governors of Exhibition Place

Statement of Changes in Net Debt
For the year ended December 31, 2018

DRAFT

Operating transactions
Deficit for the year

Tangible capital asset activities

Amortization of energy retrofit assets
Amortization of building improvements and equipment

Other non-financial activities
Prepaid expenses and other
Accretion of step-up rent receivable

Decrease in net debt during the year
Net debt — Beginning of year N
Net debt - End of year

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

2018 2017

$ $

(1,062,330) (1,101,407)

864,723 864,723

1,975,296 1,975.296

2,840,019 2,840,019

(364,539) 25,949

193,041 98.137

AN (171,498) ™~ .~ 124,086

1,606,191 . - 1,862,698

_ (48,019.627) (49,882,325)
N

(46,413,436) (48,019,627)

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED



Board of Governors of Exhibition Place

Statement of Cash Flows
For the year ended December 31, 2018

DRAFT

Cash provided by (used in)

Operating activities
Deficit for the year
Add (deduct): Non-cash items
Employee future benefits expense
Amortization of energy retrofit assets
Amortization of building improvements and equipment
Government assistance
Accretion of step-up rent receivable

Interest accrued on loans payable e

P
’ /
Changes in non-capital working capital balance related to operatlons

Trade accounts receivable .
Accounts receivable from the City of Toronto
Receivable due from the City of Toronto o
Prepaid expenses and other 5
Trade accounts payable and accrued liabilities™ .
Accounts payable and accrued liabilities due to the- Clty of Toronto

Deferred revenue and contributions . )
T,

Other long-term liabilities e N .,

Surplus payable to the City of Toronto

R

N

Financing activities
Repayments of Ioans payable '

Increase (decrease) in cash durlng the year

Cash - Beglnnmg of year

Cash - End of year

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

2018 2017
$ $
{1,062,330) (1,101,407)
7 (1383,265) (269,599)
N 864,723 864,723
/N 1,975,296 1,975,296
o (121,022) (126,449)
193,041 98,137
1,940.452 2,003,531
! 3,656,895 3,444,232
N ~
;N (471,883) (1,094,865)
S 356,660 (2,695,994)
©(30,799) © (68,441)
N (364,539) 25,949
(383,488) 2,475,701
(1,691,057) 1,719,393
813,863 1,502,752
7(83,200) (79,238)
(19,245) 377,812
1,783,207 5,607,301
(3,637,891) (3,670,162)
(1,854,684) 1,937,139
6,359,347 4,422,208
4,504,663 6,359,347

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED



Board of Governors of Exhibition Place DRAFT

Notes to Financial Statements
December 31, 2018

1 Nature of operations

The Board of Governors of Exhibition Place (the Board) exists as a corporation without share capital by virtue
of the City of Toronto Act, 1997 (No. 2) (the Act). The Board operates, manages and maintains Exhibition Place
on behalf of the City of Toronto (the City) under the terms of an agreement between the Board and the City. As
defined within the Act, the City is entitled to any surplus resulting from the Board’s activities and is responsible
for any deficit the Board incurs. The amount due to/from the City resulting from the Board’s activities is shown
on the balance sheet as a transfer payable to/receivable from the City g %

Major capital facilities, excluding certain building improvements; ar‘é . the preperty of the City and therefore the
cost for such assets is recorded in the accounts of the City and not the Board.To assist with major capital
expenditures related to Exhibition Place, various reserves and reserve:funds have been established and
recorded within the City’s accounts (note 9). p
These financial statements include the operations of’ EXhlbltlon Place (schedule 1), Enereare Centre
(schedule 2) and Beanfield Centre (schedule 3). \\ s L '

The Board is a municipal government entity under the Income Tax, Act (Canada) and, accordingly, is exempt

from income taxes. e
£ M

’\ . P, . -
2  Summary of signiﬁcant accounting po‘licies M e
These financial statements have been prepared in aceordance with' Canadlan public sector accounting standards
(PSAS) for local governments established by the Public Sector Accounting Board of the Chartered Professional
Accountants of Canada. The' significant accounting pohcies are summarized as follows.

Revenue recognition T

The maJorlty of the revenue mthese financial statements is related to sales, service revenue and rent, and is
recognized at the point of sale or when the semce has been provided.

Agreements are enteredinto with a‘fnumber of corporate sponsors whereby these sponsors provide cash,
products, advertising or ehtertainmént support to Exhibition Place, Enercare Centre and Beanfield Centre
activities. In return, consideration is provided in a number of diverse ways including specific rights to selected
attractions or advertising reeognition. Sponsorships received in cash and/or other consideration are recorded in
the accounts at the amount of ‘consideration received or given at either the fair value of the amount received or
the fair value of the benefit given up, less any cash consideration, whichever is more reliably measurable.
Revenue is recognized on a straight-line basis over the term of the agreement.

FOR DISCUSSION WITH MANAGEMENT ONLY ~ SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED (1)



Board of Governors of Exhibition Place DRAFKFT

Notes to Financial Statements
December 31, 2018

Deferred revenue and contributions

Deferred revenue and contributions consist of monies received for naming rights, space rental and service
revenue from clients that have been paid in advance and are attributable to a future period.

Government assistance

The Board makes periodic applications for financial assistance under availéble‘\'g()vernment incentive programs.
Government assistance relating to capital expenditures is reflected as a liability on the balance sheet and is
amortized into income on the same basis as the capital asset to which the funds relate. Government assistance
for non-capital expenditures is included in the statement of operations and accumulated deficit.
Energy retrofit assets .

. N
Energy retrofit assets are recorded at cost less accurnulated amortlzahén Amortization is caléulated when the
project is fully commissioned on a straight-line basis over the estlmated useful lives of the assets as follows:

o,

Trigeneration project NN N 20 years
Enercare Halls lighting retrofit project . ™ 15 years
Five Exhibition Buildings improvement prOJect e S e 15 years
Photovoltaic Horse Palace project .~ 20 years
Boiler replacements and various lighting retroﬁt pro;ects ™ /- 20 years
Back pressure steam turbine. and-LED pathway llghtlng projects vl 20 years
Horse Palace, East Annex Photovoltalc and multlple energy

projects >, N : 20 years
District Energy System prOJect L "“ 20 years
LED I|ght|ng and conservatlon/demand management ~ 15 years

Building mlprovements and equlpment ’
AN

Building 1mprovements and eqmpment are.recorded at cost less accumulated amortization. Amortization is
calculated on a stra1ght line ba51s over the estimated useful lives of the assets as follows:

Motor vehicles . : 5 years

Computer equipment and software 3 years

Electrical equipment~._ ~ / 5 years

Other equipment and furmture 2 to 20 years

Beanfield Centre building improvements 25 years
Employee benefit plans

The Board has the following policies with respect to employee future benefit plans:

«  The Board contributes to a multi-employer defined benefit pension plan with the City and Ontario
Municipal Employées Retirement System (OMERS) and contributions are expensed when due as the plan
is accounted for as a defined contribution plan.

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED (2)



Board of Governors of Exhibition Place DRAFT

Notes to Financial Statements
December 31, 2018

+  The costs of termination benefits and compensated absences are recognized when the event that obligates
the Board occurs. Costs include projected future income payments, health-care continuation costs and fees
paid to independent administrators of these plans, calculated on a present value basis.

+  The costs of other employee benefits are actuarially determined using the projected benefits method pro-
rated on service and management’s best estimate of retirement ages of employees, salary escalation and
expected health-care costs. =

+  Pastservice costs from plan amendments are expensed in the)périqd\ of plan amendment.

™
N

«  Netactuarial gains and losses are amortized over the expected Everagé remaining service life of the related
employee group. o .

Foreign currency translation O

Monetary assets and liabilities denominated in foreign currencieswaré»tfaﬁ,\s\lated into Canadian dollars at the
rate of exchange in effect at the balance sheet date. Revenue and expense transactions denominated in foreign
currencies are translated into Canadian dollars at exchange rates prevailing on the transaction date. Gains or
losses resulting from currency transactions are included in the statementof operations and accumulated deficit.

Financial instruments } !

s ”"».\" 5 # » : T

The Board’s financial assets ihcludé «cash, trade accounts receivable.and accounts receivable from the City, and
its financial liabilities include accounts payable and accrued liabilities, loans payable, payable to conference
centre reserve fund and other liabilities. It measures its financial assets and financial liabilities at amortized
cost, except for cash, which is measured at fair-value. 7

Measurgmer{t uncertainty k

& h \ \/\\) B
The preparation of financial statements in accordance with PSAS requires management to make estimates and
assumptions that affect the reported \émountsfof‘assets and liabilities and the disclosure of contingent assets
and liabilities at the.date of the financial statements and the reported amounts of revenue and expenses during
the reporting period. The employee future benefits liability and related costs charged to the statement of
operations and accumulated deficit'depend on certain actuarial and economic assumptions and on current
information available to thé\Boéfd, the City and the consultants retained to develop the actuarial projections.
Actual results could differ from those estimates.

Budgeted figures

Budgeted figures have been provided for comparison purposes and have been derived from the budget
submission approved by the City.

3 Related party balances and transactions

The Board is related to the City and its agencies, boards and commissions in terms of the City’s ability to affect
the operating, investing and financing policies of these entities. The Board enters into transactions with these
related parties in the normal course of business at the agreed on exchange amount.
FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED (3)



Board of Governors of Exhibition Place DRAFT

Notes to Financial Statements
December 31, 2018

a) The Board has a long-term, non-interest bearing receivable from the City, which relates to the funding of

the following items:

2018 2017

$ $

Employee future benefits payable . 8,032,360 8,165,625

Vacation and lieu time < ..~ 105,076 796,774

Less: Net book value of certain equipment (245 558) (288 891)

Other e 243,17 243,174

Receivable from the City before the following Y/ ' 8,735,052 8,916,682
Less: Net step-up rent receivable on certain bundlngs and

signage PN N (1,714,105) (1,926,534)

Receivable from the City : 7, 020 94‘7 6,990,148

5

b) The Board has several agreements with the Clty for the estabhshment of various reserve funds that are

recorded within the City’s accounts (note 9).

.

c) The Board contributes to a fund of the C1ty that provides fundmg for vehicle, property and liability
insurance claim payments and related legal and adJustlng expenses The fund is established for insurance
claim costs below deductible levels and for payments that exceed 1nSurance coverage levels. Contributions
are paid to the City and the-City makes i 1nsurance prennurn payments oh behalf of the Board. During the
year, the Board made $458;498 (2017 $458, 49 8) i contrlbutlonSffor insurance premium payments.

4 Step-up rent recelvable

\\ N b,

The Board has numerous. long—term tenants on the. groungls that pay annual rents based on the stipulated
contract amoynt indicated inthe lease for that year, Many of these leases have step-up provisions so that the
annual lease amount changes during the term of the léase. The Board recognizes lease revenues over the term of
the lease on a stralght -line basis. The amount willbe included in the statement of operations and accumulated

deficit at various amounts over time up to ﬁscal 2061.

\
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5 Energy retrofit assets

2018
Accumulated
Cost amortization Net
$ $ $
Trigeneration project 4,400,000 T2.562,083 1,837,917
Enercare Halls lighting retrofit project 800,000, ~ 668,796 131,204
Five Exhibition Buildings improvement project 1,500,365 .~ . 1,083,093 417,272
Photovoltaic Horse Palace project 1,100,000 \ 660,000 440,000
Boiler replacements and various lighting retrofit SN AN
projects 955,000, v 453,625 501,375
Back pressure steam turbine and LED pathway e > s
lighting projects 1,345,000 470,750 874,250
District Energy System project e 4,500,000 675,000 3,825,000
Horse Palace, East Annex Photovoltaic and o .
multiple energy projects ~884,639" .-\ 309,624 . 575,015
LED lighting and conservation/demand 7 N 7 e
management e 782,000~ 130,333 651,667
. 16,267,004 7,013,304 9,253,700
o 2017
"\ ~. .~ Accumulated
N ¢ Cost - amortization Net
5 ' $ $
Trigeneration project ‘ 4 ;400,000 2,342,083 2,057,917
Enercare Halls-lighting retrofit prOJect . T, 800,000 615,462 184,538
Five Exhibition-Buildifgs improvement prOJect . 1 500,365 983,069 517,296
Photovoltaic Horse Palace: pI‘Oject ) 1’100,000 605,000 495,000
Boiler replacements and Varlous Ilghtlng retroﬂt
projects-. 955,000 405,875 549,125
Back pressure steam turbine and LED pathway
lighting projects ™. 5 1,345,000 403,500 941,500
District Energy System project (I 4,500,000 450,000 4,050,000
Horse Palace, East Annex: Photovoltalc and
multiple energy prOJeCtS\ ; 884,639 265,392 619,247
LED lighting and conservatlon/demand
management . 782,000 78,200 703,800
16,267,004 6,148,581 10,118,423
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6 Building improvements and equipment

Motor vehicles

Computer equipment

Electrical equipment

Other equipment and furniture
Beanfield Centre building improvements

Motor vehicles

Computer equipment

Electrical equipment

Other equipment and furniture™”
Beanfield Centre bUIIdmg lmprovements

%,
b

Employee future beneﬁt“sap\éiyable -

2018
Accumulated

Cost amortization Net
$ A $
261,634 261,634 -
215,712...' N 715,712 -
384,775 “. 384,775 .
4,920,315 . 4,421,838 498,477
38,764, 8442 _14 199,930 24 564,914
44,547 280 19,48"3,889 25,063,391
2017

. / “‘\“:»‘\Accumulatedf a
Cost. amortization Net
$ $
261634 . . 261634 ;
~215,712 . 215,712 -
X 384,775 ; 384,775 -
S 74920315 ° 3,997,128 923,187
\738764,844 - 12,649,344 26,115,500
44,547 280" 17,508,593 27,038,687

\ g

A -

The employee future beneflts are for employees of the-Board, the cost of which is reported in these financial
statements. The benefit plans-as noted below are all unfunded; however, the Board participates in reserve funds
established by the: Clty for sick leave ‘and health- (zare benefits. The benefits premium paid during the year
totalled $983,962 (2017 — $956, 958) and are inicluded in expenses on the statement of operations and

accumulated deficit:
The Board has the followingvuﬁegwe‘ﬁt plans:

Sick leave

The Board’s short-term disability (STD) plan allows eligible non-bargaining employees to participate in the
short-term disability plan after the completion of six months of continuous service. However, employees must
be in the plan for a period of six months before being eligible to claim sick pay. Employees will receive
compensation at 100% of salary for the first 20 days they are absent, starting the first day of the employee’s
absence and for the next 110 days of absence, employees will receive compensation at 75% of salary. If a sick day
is not used in any one calendar year, the employee can carryover a one-time capped credit of up to 15 of the 20
days compensated at 100% of salary from one year to the next. These carried over days can then be converted at
a 2:1 ratio, for a total of 30 top-up credits by the employee, to top up the compensation they receive during an

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
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absence in the subsequent year, when the employee would otherwise be compensated at 75% of salary after 20
days.

The former STD plan allowed eligible non-bargaining employees to bank (to a maximum of 18 days per year)
unused sick leave, and receive a payout of their sick bank upon separation of employment with the Board by
retirement, death or by resignation, except where permission for the resignation is requested by the employee
as an alternate discharge. Employees who have been in the employ of the,Bqai‘d shall be paid an amount equal
to one-half (1/2) the cumulative sick pay credits of the employee, and in r;o@cas\e shall the amount exceed the
aggregate amount as set out in the policy. Payout is based on the service réquirement of at least 10 years and
cumulative sick days as of March 1, 2008. S \ \

Workplace Safety Insurance Board (WSIB)

’ ~
The Board is a Schedule 2 employer and as such pays the full cost of.all medical and all other benefits for its
employees who sustain injuries at the workplace plus the administration cost as determined by the WSIB.

Post-retirement and post-employment benefits

The Board provides health, dental, life insurance \\aﬁd‘lopg-term disability benefits to certain employees post

-, ",

retirement. L

The disclosures relating to these benefits are as folldyys:, o

N 0/ 2018 2017

. S : 5, $ $
Defined benefitobligation .~/ 7,681,066 6,870,327
Netunam{’»’qrtized actUarigl gaing . e T, 351,294 1,295,298
Total employee future benefits payable o 8,032,360 8,165,625

a) Components'\af the accrued\ben\eﬁt obligation are as follows:

.,

2018 2017

N s $

Sick leave N 1,108,160 1,150,393
WSIB v 2,312,921 1,690,862
Other post-employmeént and post-retirement benefits 4,259,985 4,029,072
7,681,066 6,870,327

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
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b) The continuity of the Board’s defined benefit obligation is as follows:

Balance — Beginning of year
Current service cost

Plan amendment/service cost
Interest cost

Benefits paid

Actuarial loss N

Balance — End of year o ’

¢) The benefit cost recognized during the year is calculqted as follows:

,

Current service cost
Plan amendment/service cost

Interest cost
Amortization of net actuarial gain =~ ™

.,

‘x.,

.

2018 2017
$ $
6,870,327 6,302,187
295088 257563
30212 (29/275)
1214765 208416
(560 047) (538.956)
830721 670392

| 7.681,066 6,870,327
2018 2017

5 - s

295,088 257 563
30,212 (29/275)
214765 208416
_(113.283) (167.347)
426,782 269,357

d) There was $206,860 (2017 $126 981) in cash payments made in"2018 with respect to the sick leave plan.

e) Actuarial valuations are\conducted;on a periodic ba51s The most recent actuarial valuation was completed

as at December 31, 2018. The next actuarlal valuatlon 1§ expected to be completed in 2021.

f) The 51gn1flcant actuanal assurnptmns adopted in.measuring the Board’s accrued benefit obligation and

benefit costs for employee future beneﬁts are as follows:
A”

Discount rate~. ™.
Sick leave™. ™ /
Post—employment beneflts
Post-retlrement benefits

WSIB
Health-care inflation — hospital, dental care and other
medical

Health-care inflation — drugs
Rate of compensation increase

2018
%

3.20
3.10
3.40
3.40

3.00
6.00
3.00

2017
%o

3.00
2.80
3.20
3.00

3.00
6.00
3.00

The health-care inflation rate for medical and drugs is assumed to be reduced from 6% to 4% by 2024.
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g) Inaddition to the above-noted plans, the Board makes contributions to OMERS, which is a multi-
employer plan, on behalf of qualifying employees. The plan is a defined benefit plan, which specifies the
amount of the retirement benefit to be received by the employees based on the length of service and rates
of pay. However, it is accounted for as a defined contribution plan as it is a multi-employer plan. Total
employer contributions for the year ended December 31, 2018 amounted to $1,151,603 (2017 — $1,140,932)
and are included in the statement of operations and accumulated deficit.

In addition to contributions for employees who participate in the OMERS plan, the Board has
arrangements with bargaining units to make contributions to various pension plans and registered
retirement savings plans on behalf of its employees. Contrlbutmns expensed under these plans for 2018
amounted to $986,781 (2017 — $1,141,216) and are 1ncluded in the statement of operations and
accumulated deficit. o

8 Loans payable

2018 - 2017

N, $ \ $
Loans payable to the City AN

Beanfield Centre building |mprovements 336, 764 844 loan

bearing interest at 5% and due on December 1;,-2040 )

(formerly due October 1, 2035), interest:owing-on the.Joan

was added to the prmcrpal untll the first! repayment date of

December 1, 20107 .. e 31,338,974 32,114,106
Trigeneration, $2, 325 ‘000 loan bearing interest at 5% due on: |

December 31 2032 fixed lnterest payments 2,864,760 3,014,057

Photovoltaic Horse Palace .a non-interest bearing:joan of

$600,000 discounted. at* an |mputed interest rate"of 5% due

on October1,.2030 249,912 261,066
Five Exhibjtion Bundlngs lmprovement retroﬂt $525, 833 loan

be&aring interest-at an average rate of 2.56%, due on

“December 31, 2018 ™ - 39,380
Boiler replacements and various Ilghtmg retrofit, $716,250 loan

beating interest at 4.5%, due on December 31, 2037 758,211 763,390
Boiler replacements and varlbus lighting rétrofit, $238 750 loan

bearing interest at 2.0%, due on December 31, 2021 55,764 79,639

Back pressure steam-turbine and'LED pathway hghtrng retrofit, a

non-interest bearing loan 6f$1,000,000 discounted at an

imputed interest rateof 5% due on April 1, 2030 435,286 462,661
Horse Palace, East Annex Pavilion and multlple energy project

retrofit, a non-interest. bearmg loan of $890,000 discounted

at an imputed interest rate of 5%, due on January 1, 2022 265,447 338,866
District Energy project, $4,500,000 loan bearing interest at

2.70%, due on January 31, 2026; fixed interest payments 3,825,784 4,249 188
Enercare Halls LED lighting retrofit, $782,000 loan bearing

interest at 2.70%, due on October 1, 2025 575,282 649,053

Loan payable to Federation of Canadian Municipalities
Beanfield Centre building improvements, $2,000,000 loan bearing
interest at 2.375%, due on January 29, 2030 1,276,123 1,371,576

41,645,543 43,342,982

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
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The fixed principal repayments of the loans payable are as follows:

$

2019 1,714,433
2020 1,785,472
2021 1,862,844
2022 ~. 1,873,368
2023 1,928,689
Thereafter P 32,480,737
T/ N 41,645,543

9 City of Toronto reserve funds e

e

The City maintains a number of reserve funds on behalf of.the Board. These reserve funds.are established by the
City’s Council and are detailed in the City’s Municipal Code. The Boatd earns interest on fur\id;s,"f)laced in these

reserves and it is added to the reserve balance at year-end. .

i
v

Capital Improvement Fund -
: = N ’ .
The purpose of this fund is to assist in the financing of major capital costs related to all of the buildings at
Exhibition Place. Contributions are no longer behjg made-to tHis\fynd. The balance of the Capital Improvement
Fund as at December 31, 2018 Was $1,146 (2017 - $1,133). . e
e ‘/' A . \‘, 4 o
Exhibition Place Confe;jénce Ceri‘tyé‘Reserve ﬁ‘und

The purpose of this fund is to provide ' source.of funding, in the first instance, for any shortfalls in the loan
payments to the City from Exhibition Placefor the ‘new.cqbference centre, and in the second instance to support
cash shortfalls with respeet tocapital funding required t¢ maintain the Enercare Centre and the Beanfield
Centre in

-

: a\stéte of good repair. If Exhibition Place, excluding the Enercare Centre and the Beanfield Centre,
achieves a surplus.in excess of fhe budgeted surplus, the excess above budget is transferred into the fund. The
balance of the Exhibitjon Place C01;3fé1jence Céntre Reserve Fund as at December 31, 2018 was $7,527,788
(2017 - $5,409,242). 3o

N |
City of Toronto Fleet Rg:§erve Fl}ﬁd

The purpose of this fund is to;prdsvide funding to the City for acquiring or purchasing fleet and motorized
vehicles for the Board’s operations. Annual funding promotes efficiencies and budget stabilization by
moderating large fluctuations in the annual replacement of vehicles. The Board contributed $350,000 (2017 -
$350,000) in the year. The balance in the City of Toronto Fleet Reserve Fund is $646,437 (2017 — $527,766).

Equipment Reserve Fund

The purpose of this fund is to provide funding for acquiring or purchasing non-motorized portable equipment
for the Board’s operations. Annual funding promotes efficiencies and budget stabilization by moderating large
fluctuations in the annual replacement of non-motorized portable equipment. The Board contributed $200,000
(2017 - $200,000) in the year. The balance in the Equipment Reserve Fund is $36,426 (2017 - $397,857).

FOR DISCUSSION WITH MANAGEMENT ONLY ~ SUBJECT TO AMENDMENT
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10

Exhibition Place Green Space Renewal

The purpose of this fund is to hold funds for the re-conversion of the temporary parking to functional green
space on the baseball diamond site at Exhibition Place. The Board contributed $nil (2017 — $ nil) in the year.
The balance in the Exhibition Place Green Space Renewal reserve is $1,020,893 (2017 — $1,000,193).

Financial instruments

a)

b)

Fair value e AN
The carrying values of the Board’s financial 1nstruments approxamate thelr falr values unless otherwise
noted. N

/ " \\
The fair value of the long-term receivable from the Clty is not determlnable since there are no fixed terms
of repayment.
Risk management \\

~,
.

The Board’s investment activities expose {itito atange of financial rlsks These risks include credit risk,
liquidity risk, foreign currency risk and 1nter\est rate risk, whlch are.as foll()ws

iy

»  Credit risk Ve N N ol
,f’ {u"/ . -, E ‘Av ",

Credit risk on financial 1nstruments is the rlsk ofa f1nanc1al loss occurring as a result of default or
insolvency of a coﬁnterparty on its obligations 1 to the Board. The cost of the assets as presented in the

balance sheet represents ‘the maxnnum credlt risk-exposure at the date of the financial statements.

p—
.

The/Board in the normal course of business 1s‘exposed to credit risk from its customers. This risk is
;;,I’,mltlgated by the fact that management believes the Board has thorough and rigorous credit approval
procedures As at December 31, 2018 ;hree customers have a balance greater than 10% of the Board’s
trade accounts receivable balance (2017 two customers).
N 1 -

As at December\g\l“, 2018, the following accounts receivable were past due but not impaired:

.

Over

30 days 60 days 90 days 90 days

$ $ $ $

Accounts receivable 5,051,672 408,761 248,247 1,831,032
City of Toronto 3,199,399 401,827 322 66,971
8,251,071 810,588 248,569 1,898,003

Management believes the Board’s credit risk is low.

FOR DISCUSSION WITH MANAGEMENT ONLY —~ SUBJECT TO AMENDMENT
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+  Liquidity risk

Liquidity risk is the risk the Board will not be able to meet its financial obligations when they come
due. The Board manages its liquidity risk by forecasting cash flows from operations, anticipating
investing and financing activities and maintaining credit facilities to ensure it has sufficient available
funds to meet current and foreseeable financial requirements. The following table presents the
maturity analysis for the financial liabilities that shows the remaining contractual maturities:

Accounts payable and
accrued liabilities

City of Toronto

Payable surplus to City
of Toronto

Other liabilities

Loans payable

«  Foreign currency rfsk

More than ™
6 months - More than
Upto 6 upto1* 1yearup  More than
months year. “to5years . 5years Total
$ R N 5 5
¢ AN
6,854,085 1416428 705419 - 8,975,932
493361 U o - i 493,361
2.221437 ~ ¢ T - 2221437
A 40,500 . 34,805 ] 75.305
932‘400 782,033 7450374 32480736 41645543
10,501,283 2238961 8190598 32480736 51411578

5

The Board has hmlted forelgn currency risk mth respect to its financial instruments, as substantially
all of the Board’s fmanaal assets and f1nanc1al Habilities are denominated in Canadian dollars.

M

« Intei’est rate risk

e,

Interest rate risk arises f):om ﬂuctuatlons in interest rates and the degree of volatility of those rates.
The Board has. mltlgated its interest rate risk on its loans payable through the use of fixed interest

rates.

11 Conference centre deficit

The conference centre accumulated deficit results from the non-cash expenditures that are not funded by the
Exhibition Place Conference Centre Reserve Fund (schedule 3). The loss for the period is represented by the
amortization of the conference centre’s building improvements offset by the principal loan repayments. The
accumulated loss will reverse over 25 years, as this is the term of the loan repayment and amortization period of
the building improvements. The accumulated deficit balance as at December 31, 2018 is $9,369,529 (2017 —

$8,307,199).

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
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12

13

Contingencies and commitments

In the normal course of operations, the Board is subject to various arbitrations, litigations and claims. Where a
potential liability is determinable, management believes the ultimate disposition of the matters will not
materially exceed the amounts recorded in the accounts. In other cases, the ultimate outcome of the claims
cannot be determined at this time. Any additional losses related to claims will be recorded in the year the

liability is able to be estimated. e

Effective March 1, 2017, the Board entered into a ten-year naming mght sponsorshlp agreement with Beanfield

Technologies Inc. for the Beanfield Centre (schedule 3).

Expenses by object

‘ Actual
N 2018 2017
\\‘ “ s, /7/ s $ I $
Salaries and benefits 27,425,602 30,137,149
Trade labour recoveries (9,176,311) (12,288,077)
Net salary and benefits 1118,249,291 17,849,072
Direct overhead and event/tenant labour costs %, A ~ 9,176,311 12,288,077
Utilities e . ANV 3,325,210 3,206,635
Supplies and equipment ' L 346,163 403,114
Contribution to reserve funds o 2,080,859 1,846,572
Amortization of energy‘rétrofit assets, building lmprovements and
equipment } s, 2,840,019 2,840,019
Interest T, - 1,940,452 2,003,531
Other indirect costs and recoverable serwces . i 12,667,854 9,508,272
| 50,626,159 49,945 292
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: L Schedule 1
Schedule of Operations — Exhibition Place
For the year ended December 31, 2018
2018 2017
Budget Actual Actual
$ $ $
{(Unaudited)
Revenue S
Parking 7,780,700, 7,939,614 7,931,681
Building rentals and concessions 8,442,585 9,125,856 8,814,137
Sales of services 7, 18/1 4 32 7,929,122 9,577,613
Discounts, commissions, incentives, other income and N
realty tax recoveries 8, 485 895 . 6,178,907 3,723,570
Naming rights ~425:000 ‘425,000 352,642
x 29,315,1 12 31 ,'“598,4949 30,399,643
Expenses O N
Maintenance, cleaning and security ‘ 12\723 569 12,104,574 11,635,737
Utilities 3,227,151 3,031,438 2,979,273
Cost of services 5,560 755 6,196,372 7,796,850
Administration 8,458,270“ 8,797,709 6,453,541
Parking attendants’ wages and sundry costs . 3,233,635 3,325,402 3,259,715
Amortization of energy retrofit assets and equipment, 854 723 908,055 908,055
Contribution to the City — Exhibition Place Conference g 382 500 350,301 114,894
Centre Reserve Fund . ) _ e
City of Toronto Fleet Reserve Find”™ A 550,000 550,000 550,000
Interest kY : 356,880 356,880 380,827
35,347,483 35,620,731 33,978,892
Deficit before the’fQIIoWing (6,032,371) (4,022,232) (3,579,249)
Sick leave benefits recovery. - 224,963 185,660
Deficit for the year (6,032,371) (3,797,269) (3,393,589)
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) Schedule 2
Schedule of Operations — Enercare Centre
For the year ended December 31, 2018
2018 2017
Budget Actual Actual
$ $ $
(Unaudited)
Revenue N
Building rentals 8,321,901 ~8:235,536 7,607,727
Services 5,165,281 3,980,140 4,759,634
Catering commissions 791,900 - 803,546 818,318
Naming rights 750,000 "\ 750,000 750,000
Advertising, sponsorship, interest and recoveries 459,705 648,281 637,541
“15,488.787 14,417,503 14,573,220
Expenses D . "
Administration ~4,817,945 4,775,329 4,612,001
Cost of services 2,903,718 ™~ 2,054,295 .- 2,610,162
Maintenance, cleaning and security 615,138 653,919 757,516
Contribution to the City — Exhibition Place Confe‘rence NN
Centre Reserve Fund e 675,000 675,000 673,231
e T 011,801 8,158,543 8,652,910
Surplus for the year TN A\, ,6 476,986 6,258,960 5,920,310

Iy

#

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT

NOT TO BE FURTHER COMMUNICATED



DRAFT

Board of Governors of Exhibition Place

. ) Schedule 3
Schedule of Operations — Beanfield Centre
For the year ended December 31, 2018
2018 2017
Budget Actual Actual
$ $ $
(Unaudited)
Revenue -
Building rentals 1,760,482 ~ 1,972,765 1,924,618
Services 1,690,359 . 1,353,377 1,864,357
Catering commissions 1,130,347 1,140,851 1,159,794
Parking 262277 249,112 306,419
Contribution from the City — Exhibition Place Conference AR o
Centre Reserve Fund ‘1v;05,7,5(§0 . 1,022,360 788,075
{_ 5,790,935 5,738,465 6,043,263
Expenses NN N
Amortization of building improvements and equipment "~ 869635 1,931,964~ 1,931,964
Interest 1:5683572 1,583,572 1,622,704
Administration ' 1,566,597 1,463,653 1,494,556
Cost of services o . 1,213,203 995,530 1,387,970
Utilities ' f”::' o, 342,000 - 293,773 270,745
Maintenance, cleaning and security Moo . 510543 "~ 803,356 791,211
TN N\ 6085560 7,071,848 7,499,150
Deficit for the year N (294615 (1,333,383) (1,455,887)

FOR DISCUSSION WITH MANAGEMENT ONLY — SUBJECT TO AMENDMENT
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Appendix B: Summary of unadjusted and adjusted

items

Unadjusted item

The materiality levels (as previously communicated to you) were $155,000. As a result of our audit, we noted the
following item with an impact on the balance sheet as at December 31, 2018.

Excess of revenue

Assets | Liabilities | Net assels | over expenditures
Description $ $ $ 8
Reclass of accrual Dr. Accruals,
regarding monies provisions and 300,000
received to other liabilities
renovate premises
Cr. Deferred and

to deferred ed (300,000)
revenues unearned revenue
Reclass of reversal | Dr. Miscellaneous

. 351,500
of prior year Revenue
miscellaneous
accruals into Cr. Various
expense rather Expenses

. 51,500
than miscellaneous (851,500)
revenue
Total - - - -
Adjusted item

Summary of the adjustment made by the Board as a result of our audit work is included below.

Excess of revenue

Assets | Liabilities | Net assets | over expenditures
Description $ $ $ &
Double booking to | Dr. Accounts
adjust unreleased | Payable 638,334
cheques to
accounts payable | Cr. Cash (638,334)
Total (638,334) 638,334 - -

PWC | Board of Governars of Exhibition Place 2018 Year-end report to the Board of Governors
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Client Letterhead

June @@, 2019

PricewaterhouseCoopers LLP
PwC Tower

18 York Street

Suite 2600

Toronto ON MsJ o0B2

Attention: Ms. Terri McKinnon
Dear Ms. McKinnon: :

We are providing this letter in connection with your audit of the ﬁnanu wl tatememq of Board of
Governors of Exhibition Place (the Board) as at December 31, 2018 and for'the year then ended for the
purpose of expressing an opinion as to whether such financial statements present fairly, in all'faterial
respects, the financial position of the Board and results of its’ cperatlom ‘and its cash flows in dccordance
with Canadian public sector accounting standards (the f1nanc1aI ﬁtateme nts\ S

Sl
Management’s responsibilities £
We have fulfilled our responsibilities, as set out in the terms of the audit.engagement letter dated

February 6, 2019 and in particular with respectto the following respon51b1htle

+  the preparation and fair presentation of the ﬁnanc1a1 statements in accordance with Canadian public
sector accounting standards including disclos SUres;-.. ‘ -

e,

+ designing, implementing and maintaining an effﬂctl\;e eystun of }émernal control over financial
reporting to enable the preparation and fair pre: ,entahon of the{inancial statements that are free from
material misstatement, whenner due to fraud or error

+ designing, 1mplement1,
fraud;

3 dnd maintai ning an effec*lw oy stem of internal control to prevent and detect

",

+  providing you with all relevam 1nformat10n ana ac ess, as agreed in the terms of the audit
engagement; and AR

»  ensuring alliransactions have been '1*ecopd9d in the accounting records and are reflected in the
ﬁnanam statements, NS

We com1rm the following representatlorv

Preparatmn 01 i-financial statements

The financial statetnents are fairly presented in acecordance with Canadian public sector accounting
standards, and include all dbmosures necessary for such fair presentation and disclosures otherwise
required to be included therein by the laws and regulations to which the Board is subject. We have
prepared the Board’s 11nauc1al statements on the basis that the Board is able to continue as a going
concern.

We have appropriately reconciled our books and records (e.g. general ledger accounts) underlying the
financial statements to their related supporting information (e.g. subledger or third party data). All
related reconciling items considered to be material were identified and included on the reconciliations
and were appropriately adjusted in the financial statements. There were no material unreconciled
differences or material general ledger suspense account items that should have been adjusted or
reclassified to another account balance. There were no material general ledger suspense account items
written off to a balance sheet account, which should have been written off to a profit and loss account and
vice versa. All intra-entity accounts have been eliminated or appropriately measured and considered for
disclosure in the financial statements.



Other information

We confirm to you that we are not required by law, regulation or custom and do not intend to issue a
document (which would include or accompany the financial statements and our auditor's report thereon)
with information on the Board’s operations and the Board’s financial results and financial position as set
out in the financial statements.

Accounting policies

We confirm that we have reviewed the Board’s accounting policies and, having regard to the possible
alternative policies, our selection and application of accounting policies and estimation techniques used
for the preparation and presentation of the financial statements is appropriate in the Board’s particular
circumstances. ’

. .,
A s
A i

Internal control over financial reporting P Y
We have designed disclosure controls and procedures to ensure material information relating to the Board
is made known to us by others. SN

] S
:

We have designed internal control over financial reporting to provide i“ég}sz\nable assurance regarding the
reliability of financial reporting and the preparation of the finanejal stutements for external purposes in
accordance with Canadian public sector accounting standar(;s/;; 4 .

. . . .. . < s A ,”;/ !
We have disclosed to you all deficiencies in the design or. operatien of disclosure controlsand procedures

and internal control over financial reporting that we are ware.* N

Minutes .

All matters requiring disclosure to or approval©f the Board of Goverriors have been brought before them
at appropriate meetings and are reflected in the minutes.

Completeness of transactions VO AN

All contractual arrangements entered into by the Bo’é\rd wfitH“third parties have been properly reflected in
the accounting records or/and, where material (or poteniially material) to the financial statements, have
been disclosed to you. the Board'has complied with allaspects of ontractual agreements that could have a
material effect on the financ_i:(fstatém\ents in the event ¢f non-compliance. There are no side agreements

&

or other arrangements (eitlies written or oral) undisclosed g you.

w"a

Eg %, #
i , s,

e

Fraud
We have disclosed to you: . i

i

o The result;cf our assessment ‘6f\jhe risk that the financial statements may be materially misstated as
a result of fraud: ™ .

« Al infdimation in relation to fraud or suspected fraud of which we are aware affecting the Board
involving management, employees Who have significant roles in internal control or others where the
fraud couldhave a materia] effect on the financial statements; and

« Al informationvin relatior ’ro any allegations of fraud, or suspected fraud, affecting the Board’s
financial statements, corirhunicated by employees, former employees, analysts, regulators, investors

or others.
&

Disclosure of infor;frﬁ'ation
We have provided you with:

+  Access to all information of which we are aware that is relevant to the preparation of the financial
statements, such as records, documentation and other matters including:

- Contracts and related data;

- Information regarding significant transactions and arrangements that are outside the normal
course of business;

+ Additional information that you have requested from us for the purpose of the audit; and

»  Unrestricted access to persons within the Board from whom you determined it necessary to obtain
audit evidence.



We have no knowledge of any allegations of fraud or suspected fraud affecting the Board received in
communications from employees, former employees, analysts, regulators, short sellers, or others.

Compliance with laws and regulations

We have disclosed to you all aspects of laws, regulations and contractual agreements that may affect the
financial statements, including any known instances of non-compliance or suspected non-compliance
with laws and regulations whose effects should be considered when preparing financial statements.

There have been no communications from regulatory agencies concerning non-compliance with or
deficiencies in financial reporting practices.

Accounting estimates and fair value measurements T
Significant assumptions used by the Board in making accounting estimates, irictuding fair value

&

accounting estimates, are reasonable. A

For recorded or disclosed amounts in the financial statements that incorporate fair vaiue measurements,
we confirm that: P

i

+  The measurement methods are appropriate and consisten}l}fﬁ’p)pli(edf
P

« The significant assumptions used in determining fair value measurements represent ourbHest
estimates, are reasonable and have been consistentlyapplied; A ‘

+ No subsequent event requires adjustment to the accounting-estifﬁ;:ites and disclosures included in the
financial statements; and N

»  The significant assumptions used in deterlﬁining fair value measurementsare consistent with the
Board’s planned courses of action. We haveino plans.or intentions that have not been disclosed to you,
which may materially affect the recorded or disciosed fairvalues of asséts or liabilities.

Significant estimates and measurement uncertainties known t6'management that are required to be
disclosed in accordance with CPA Canada Public SectorAccountirig'Handbook Section 2130,
Measurement Uncertainty, have been appropriately disclosed.

Related parties P / [

We confirm that we have disclosed to you the identity g‘f\,tfie Board’s related parties as defined by CPA
Canada Public Sector AécountingvHan‘d,b,oqk Section P5 2200, Related Party Disclosures, and all the

related party relationships and\t'ranga;c\tfonéﬁ'

The identity aiid relationship of, and-halancesand transactions with, related parties have been properly
recorded aridtadequately-disclosed in the financial statements as required by CPA Canada Public Sector
Accounting Handbook Section BS 2200/ Related Party Disclosures. We provided support for any

assertion that.a transaction Wi‘th a relatéd party was conducted on terms equivalent to those prevailing in

an arm's length'transaction.

The list of related péifties attac}{ed to this letter as Appendix A accurately and completely describes the
Boards’ related paities and the relationship with such parties.

Going concern
There are no events or'conditions that, individually or collectively, may cast significant doubt on the
Board's ability to continue as a going concern.

We have no plans or intentions that may materially alter the carrying value or classification of assets and
liabilities reflected in the financial statements (e.g. to dispose of the business or to cease operations).

Assets and liabilities
We have satisfactory title or control over all assets. All liens or encumbrances on the Board’s assets and
assets pledged as collateral, to the extent material, have been disclosed in the financial statements.



We have recorded or disclosed, as appropriate, all liabilities, in accordance with Canadian public sector
accounting standards. All liabilities and contingencies, including those associated with guarantees,
whether written or oral, under which the Board is contingently liable in accordance with CPA Canada
Public Sector Accountlng Handbook Section PS 3300, Contingent Liabilities, have been disclosed to you
and are appropriately reflected in the financial statements.

Litigation and claims

All known actual or possible litigation and claims, which existed as at December 31, 2018 or exist now,
have been disclosed to you and accounted for and disclosed in accordance with Canadian public sector
accounting standards, whether or not they have been discussed with legal counsel.

x/)

Misstatements
Certain representations in this letter are described as being limited to those matters that are material.
Items are also considered material, regardless of size, if they involve an omva:,lon ‘or misstatement of
accounting information that, in hght of surrounding circumstances, make, it probabl le that the judgment
of a reasonable person relying on the information would have been ch anged or infl uence_d by the omission
or misstatement. .

5 L~

We confirm that the financial statements are free of material ] ‘étatements including entissie;n’s.

/“

The effects of the uncorrected and corrected mlsstatemente in the finanual statements, as summarized in
Appendix B, are immaterial, both individually and in the aggregate; totte financial statements taken as a
whole. We confirm that we are not aware of any uncorrected and: ﬂorrected misstatements other than
those included in Appendix B. E

o, #
R

Events after balance sheet date :
We have identified all events that occurred between Uecemba .31, 2018 and’ the date of this letter that
may require adjustment of, or disclosure in, the ﬁnanmal btatemen S, 9;}4 ‘have effected such adjustment

P

or disclosure. Ny T e
For the following specific repres entatmns the terms * year end” aud year” are defined as each year end
and each year respectively, chered by the audit of the flnanmal statements as stated above.

Cash and banks S S
The books and records properly reflect and record-al it ‘ansactlons affecting cash funds, bank accounts
and bank indebtedness of the Board. : o

"%
All cash balanees are undei the control of f:the Board, free from assignment or other charges, and
unrestncterJ £5 to use, ex cept as disclosed to you.
The amount shown for cash on hand oriif bank accounts excludes trust or other amounts, which are not
the pi: operty ofthe Board. '

Arrangements mth financial i ing stitutions involving compensating balances or other arrangements
involving restrictions on cash balances, line of credit, or similar arrangements have been properly
disclosed. . v

All cash and bank accounts and all other properties and assets of the Board are included in the financial
statements.

Statements of operations, changes in net debt
All transactions entered into by the Board have been recorded in the books and records presented to you.

All amounts have been appropriately classified within the statements of operations and net debt (or
statement of net financial assets).

Any changes to internal fund restrictions that are reflected in the financial statements, but not yet
approved by the Board of Directors will be approved prior to the Board of Directors approving the
financial statements.



The accounting principles and policies followed throughout the year were consistent with prior year’s
practices (except as disclosed in the financial statements).

Accounts receivable
All amounts receivable by the Board were recorded in the books and records.

Receivables recorded in the financial statements, represent bona fide claims against debtors for sales or
other charges arising on or before the balance sheet date and are not subject to discount except for normal
cash discounts.

All receivables were free from hypothecation or assignment as security for advanc/eb tuthe Board, except
as hereunder stated. -

Tangible capital assets (including energy retrofit assets and bul],dmg improvements)
All charges to capital asset accounts represented the actual cost of addltlors or’rhe fair value at the date of
contribution. £ h
.«“/ E .
All contributed tangible capital assets have been recorded at fair va lae-at the date of the con’rnbu*lon

x‘»

No significant capital asset additions were charged to repairs ahd maintenance or other expenée accounts.

\ <o
Book values of capital assets sold, destroyed, abandonedor o‘lhervwse dl sed of have been eliminated
from the accounts. .

Capital assets owned by the Board are being depreciated on a systematlc\basm over their estimated useful
lives, and the provision for depreciation was calculated on a basis consistent’ wzch that of the previous
date. During the year, we reviewed the approprmt ness ofthe deprec1at10 ) r;ohcy and estimate of useful
lives for tanglble capital assets, taking into accouiyt, alI pcr'tlnent factors.. Any changes in our assessment

from the prior year have been adequately disclosed 2 al’ld rrﬂ'icted in the financial statements.

All lease agreements covering propertyleased by or ircm the BOaI’«_l have been disclosed to you and
classified in accordance with CPA Ca nada Public Sectqf Accounting Handbook Guideline PSG-02, Leased
Tangible Capital Assets. .~ L 5 S
< k‘% ; H : g
Assets held under capital lec.ses are be*ng amortized on d systematlc basis over the period of expected use.
,f’ e ”

There have been no events, conaﬂtlon‘s or changes i1t circumstances that indicate that a capital asset no
longer contributes to the Qoard s amhty to promde goods and services.

,K

Long-ter‘n debt \
All borrowings and financial. obhgatlom of the Board of which we are aware are included in the financial
statergents as'at year end, as approprlate We have fully disclosed to you all borrowing arrangements of
which we ate 2 aware. ;

The Board has ap’oroprlately ¢l aSSIﬁed as current and non-current its loans with the City of Toronto,
Federation of Canadian md’mmpahtles and Toronto Atmospheric Fund in the Board’s classified balance
sheet as at year end in accordance with the appropriate authoritative guidance. In evaluating the
appropriate classificatioh of its borrowings, the Board considered all relevant facts and circumstances, for
example, contractual terms, the existence of call options, subjective acceleration clauses, material adverse
changes clauses, lock-box arrangements, covenant violations, renewal features, conversion features,
redemption features and ability and intent to refinance.

The Board has not violated any covenants on loans with the City of Toronto, Federation of Canadian
Municipalities and Toronto Atmospheric Fund during any of the periods reported. We have fully disclosed
to you all covenants and information related to how we determined our compliance with the terms of the
covenants.



Deferred revenue and deferred contributions
All material amounts of deferred revenue and deferred contributions were appropriately recorded in the
books and records.

Retirement benefits, post-employment benefits, compensated absences and termination
benefits

All arrangements to provide retirement benefits, post-employment benefits, compensated absences and
termination benefits have been identified to you and have been included in the actuarial valuation as
required.

The details of all pension plan amendments since December 31, 2018, the date of the last actuarial
valuation, have been identified to you.. T

The actuarial assumptions and methods used to measure liabilities and cq(sféafor financial accounting
purposes for pension and other post-retirement benefits are appropriate i the circumstances.

The Board’s actuaries have been provided with all information requi"’i"é‘ \Q( lcomplet\é theii‘ valuation as at
December 31, 2018. N N N

P N e

The employee future benefit costs, assets and obligations @aﬁéf been determined, accounted fof and
disclosed in accordance with CPA Canada Public Sector Accounting Hardbook Section P& 3250,
Retirement Benefits and CPA Canada Public Sector Accounting'Han,dbbak“Seétion PS 3255, Post-
employment Benefits, Compensated Absences and TerminationBenefits. In particular:

+  The significant accounting policies that the Board has adopted i%“n‘app}ying CPA Canada Public Sector
Accounting Handbook Section PS 3250, Retirement Benefits, and CPA Capada Public Sector
Accounting Handbook Section PS 3255, Post-employiment Benefits, Conipensated Absences and
Termination Benefits, are accurately and completely disclosed in the motes to the financial
statements. Each of the best estimate assumptiéps it e? reflects nléﬁagement’s judgment of the most

likely outcomes of future events. A iy

»  The best estimate assumptiq‘rfs' used'are, as a whblé;, internally consistent, and consistent with the
asset valuation method adopted.” R

P

+ The discount rate used to de\termirfe the accrued benefit obligation was determined by reference to
the Board’s borrowiiig rate using assumptions-thatdre internally consistent with other actuarial
assumptions used in the calculation of the accrued benefit obligation and plan assets.

¢« The assumptions inicluded in ;t'h\e aé‘tqarial valuation are those that management instructed Morneau
Shepell to nse-in-eomputing amounts to berused by management in determining pension costs and
obligaticns and in making required disclosures in the above-named financial statements, in
accordance with CPA Canada Public Séctor Accounting Handbook Section PS 3250, Retirement
Benefits. W ’

In arriving at‘tbese»assumptio;;ls‘, management has retained the final responsibility for the assumptions.

The source data and plan pievisions provided to the actuary for preparation of the actuarial valuation are
accurate and complete.

Liabilities for contaminated sites

Liabilities for remediation of contaminated sites were recognized and accounted for in accordance with
CPA Canada Public Sector Accounting Handbook Section PS 3260, Liability for Contaminated Sites. We
believe that such an estimate is reasonable based on available information and that the liabilities have
been adequately described in the Board’s financial statements.

Participation rent

For tenants where the Board is entitled to a participation rent based on revenues or other financial data
provided by the tenant, we have obtained the audited financial information to verify the calculation of
revenue earned from participation rent. In circumstances where audited financial information has not
been provided, we have waived our right to the audited financial information and have accepted the data
provided by the tenant in calculating the percentage rent earned.



Government transfers
We have disclosed all significant terms and agreements in respect of transfers received from governments.

Transfers without eligibility eriteria or stipulations have been recognized as revenue once the transfer has
been authorized.

Transfers with eligibility criteria but without stipulations have been recognized as revenue once the
transfer has been authorized and all eligibility criteria have been met.

Transfers with or without eligibility criteria but with stipulations have been recognized as revenue in the
year the transfer has been authorized and all eligibility criteria have been met, exeépt when, and to the
extent that, the transfer gives rise to an obligation that meets the definition of alability for the recipient
government in accordance with CPA Canada Public Sector Accounting Handbock PS 3200, Liabilities.
The major kinds of transfers recognized have all been disclosed in the financial statetnents as well as the
nature and terms of liabilities arising from government transfers received. A

e N

Budgetary Data P W

We have included budgetary data in our financial statements; which is velevant to the users of financial
statements and consistent with that originally planned and approved by Toronto City Cou:yzif. Planned
results were presented for the same scope of activities arid otna basis consistént with that ased for actual
results. N N

Yours truly,

Board of Governors of Exhibition Place - %-. S e

Hardat Persaud , Chief Financial Officer and g k

Corporate Secretary

e vv'\ %,
Steven Nushis; Director Aecounting Services .

s o -

A
%,
%



Appendix A: Related parties

City of Toronto (the City)

The Board is related to the City and its agencies, boards and commissions in terms of the City’s
ability to affect the operating, investing and flnancmg policies of these entities. The Board enters
into transactions with these related parties in the normal course of business at the agreed on
exchange amount.

Board Members*:

Councillor Mark Grimes - Chair

Councillor Stephen Holyday — Vice Chair o
Councillor Joe Cressy V2RI
Councillor Jim Karygiannis &L AN

Peter Leon s N AN
Howard Lichtman i ’ o
Paula Oliveira AL b
Councillor Anthony Perruzza -~
Tess Romain

Senior Management*: o A

Agencies and Corporations:. f

Dianne Young, Chief Executive Offlcer y
Hardat Persaud — Chief Financial Ofﬁcers and\)orporau, Secret
Steven Nushis — Director Accountlng Servnces ) ™

Although not explicitly Jist 1mmed1ate famlly members are considered included as related

parties by this reference. \

Toronto Zoo

Toronto Board of Health
Board-of Managemmt of the Tor(,nto

Toronto Community housmg (,orparatlon (TCHC)
Bund Toronto Inc. (BTI)

o

: Toronto Licensing Commiission

Casa Loma Corporation;

Toronto Dan Am Spor*s Centre Inc. (TPASC)
Heritage TOronto ‘/

Invest Toronto/lnc.

Toronto Policé Services Board

Lakeshore Arena Corporation

Toronto Public Library Board

Toronto Transit Commission (TTC)

Toronto Waterfront Revitalization Corporation (TWRC)
Yonge-Dundas Square

Toronto Atmospheric Fund (TAF)

Civic Theatres Toronto



Government Business Enterprises:

- Toronto Parking Authority

- Toronto Hydro Corporation

- City of Toronto Economic Development Corporation
- Toronto Port Lands (TPLC)

Arenas:

- Forest Hill Memorial

- Moss Park

- George Bell

- North Toronto Memorial

- Leaside Memorial Community Gardens
- McCormick Playground

- Ted Reeve Community

- William H. Bolton

Community Centres: s

- 519 Church Street

- Eastview Neighbourhood )

- Applegrove /

- Waterfront Neighbourhood L
- Cecil Street o

- Ralph Thornton Y f’ s
- Central Eglinton e '

- Scadding Court o

- Community Centré 55, ,,
- Swansea TownHall, ™. it i

Business Improvement Areas. (BIA) :

- AlbioxIslington Sﬁugre

- Fpfest Hill Village.

- _#Riverside District ‘

-~ Bahy Peint Gates )

- Gerrard India Bazaar ;

- Roncesval]es\ Village i

- Bayview Leaside” / e

- Greektown onthe Danforth

- Rosedale Main Street

- Bloor Annex

- Harbord Street

- Sheppard East Village

- Bloor By The Park

- Hillcrest Village

- shoptheQueensway.com
Bloor Street



Historic Queen East
St. Clair Gardens
Bloor West Village
Junction Gardens
St. Lawrence Market
Bloor Yorkville

Kennedy Road Neighbourhood

Bloorcourt Village
Kensington Market
The Beach

Bloordale Village
Korea Town

The Danforth
Cabbagetown
Lakeshore Village

The Eglinton Way
Chinatown

Leslieville

The Kingsway

Church Wellesley Village
Liberty Village

The Waterfront

City Place & Fort York

Little Ttaly o

Toronto Entertainmeit”
College Promenade

Little Portugal District ™

College West
Corso Italia
Long’ Rratich .
Miirketo District
{\Triﬁity Bellwoods
Upper Village

Crossroads of the Dapfp‘rth

Midtown Y, on'gevw,, o
Uptown Yoﬁge
Danforth Mosaic
Mimico by the Lake
Village of Islington
Danforth Village
Mimico Village
West Queen West
Dovercourt Village
Mirvish Village
Weston Village

S
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Downtown Yonge
Mount Dennis
Wexford Heights
DuKe Heights
Mount Pleasant
Wilson Village
Dundas West
Oakwood Village
Wychwood Heights
Dupont by the Castle
Ossington Avenue
Yonge Lawrence Village
Eglinton Hill

Pape Village

York Eglinton
Emery Village
Parkdale Village
Fairbank Village
Financial District
Queen Street West
Regal Heights Village

11



Appendix B: Summary of unadjusted and adjusted items

Unadjusted item

The materiality levels (as previously communicated to you) were $155,000. As a result of our audit, we
noted the following item with an impact on the balance sheet as at December 31, 2018.

Excess of
~ revenue over
Assets | Liabilities | Net assets | expenditures
Description $ $ P A $
Dr. Accruals,
Reclass of accrual provisions and 300,000 / AN
regarding monies other liabilities A “
received to renovate A v
premises to deferred | Cr. Deferred o
revenues and unearned £300,000)
revenue N o
Reclass of reversal of | Dr.
prior year Miscellaneous 351,500
miscellaneous Revenue N
accruals into
. s
micellaneons | Cr Various (351,500)
Expenses A ’
revenue , g
Total - - - -
. . S S .
Adjusted item ;

Summary of the adjustr}(eh‘f made by the Board as-ar

&

st of our audit work is included below.

“ Excess of
o N AN Net | revenue over

e AN Assets | Liabilities | assets | expenditures

Description y e $ $ $ $

NN Dr: Accounts

Double booking to Payable 638,334

adjust unreleased

cheques to accounts—1'

payable ) +Cr. Cash (638,334)

Total (638,334) 638,334 - -
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