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INDEPENDENT AUDITORS’ REPORT

To the Chairman and Members of the Board of Management of the Downtown Hamilton
Business Improvement Area, Members of Council, Inhabitants and Ratepayers of the
Corporation of the City of Hamilton

Opinion

We have audited the accompanying financial statements of the Downtown Hamilton Business
Improvement Area (the “Entity”), which comprise:

e the statement of financial position as at December 31, 2021,

o the statement of operations for the year then ended,

o the statement of changes in net financial assets for the year then ended,

o the statement of cash flows for the year then ended,

¢ and notes, including a summary of significant accounting policies and other explanatory
information.

(Hereinafter referred to as the “financial statements”)

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Entity as at December 31, 2021, and its results of operations, its
changes in net financial assets and its cash flows for the year then ended in accordance with
Canadian public sector accounting standards.

Basis for Opinion

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

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

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

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
KPMG Canada provides services to KPMG LLP
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Responsibilities of Management and Those Charged with
Governance for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Entity’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 Entity or to cease operations, or has no realistic alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Financial
Statements

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

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

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

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

We also:

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

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

»  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Entity's internal control.
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» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

* 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.

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

Lns <X
s L

Chartered Professional Accountants, Licensed Public Accountants

Hamilton, Canada

July 5, 2022
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DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Statement of Financial Position

December 31, 2021, with comparative information for 2020

2021 2020
Financial assets
Cash $ 27,769 $ 9,520
HST receivable 29,212 23,284
Accounts receivable - 4,654
Investments 70,083 138,930
127,064 176,388
Financial liabilities
Accounts payable and accrued liabilities 12,679 44,933
Due to City of Hamilton (note 5) 8,924 85
21,603 45,018
Net financial assets 105,461 131,370
Non-financial assets
Tangible capital assets (note 2) 30,459 27,739
Prepaid expenses 11,808 11,086
42,267 38,825
COVID 19 (note 7)
Accumulated surplus (note 3) $ 147,728 $ 170,195

See accompanying notes to financial statements.

On behalf of the Board:

Director

Director




DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Statement of Operations

Year ended December 31, 2021, with comparative information for 2020

Budget 2021 2020
(note 6)

Revenue:
Assessment levy (note 5) 400,000 383,015 $ 377,728
City of Hamilton grants (note 5) - 50,777 40,511
Federal grant - 19,404 12,847
Interest - 1,229 2,708
Other 65,000 9,000 11,914
465,000 463,425 445,708

Expenses:
Administration 4,500 14,054 5,055
Amortization 12,000 8,425 15,373
Bad debt expense - 3,175 300
Beautification 42,500 44,023 56,758
Miscellaneous 27,000 - -
Office 55,000 65,874 66,602
Professional fees 4,000 6,841 4,226
Promotions 145,000 157,221 88,568
Salaries 175,000 186,279 206,929
465,000 485,892 443,811
Annual surplus - (22,467) 1,897
Accumulated surplus, beginning of year 170,195 170,195 168,298
Accumulated surplus, end of year 170,195 147,728  § 170,195

See accompanying notes to financial statements.



DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Statement of Changes in Net Financial Assets

Year ended December 31, 2021, with comparative information for 2020

Budget 2021 2020

(note 6)
Annual surplus $ - $ (22,467) $ 1,897
Acquisition of tangible capital assets - (11,145) (5,248)
Amortization of tangible capital assets 12,000 8,425 15,373
Decrease in prepaid expenses — (722) (5,508)
Change in net financial assets 12,000 (25,909) 6,514
Net financial assets, beginning of year 131,370 131,370 124,856
Net financial assets, end of year $ 119,370 $ 105,461 § 131,370

See accompanying notes to financial statements.



DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Statement of Cash Flows

Year ended December 31, 2021, with comparative information for 2020

2021 2020
Cash provided by (used in)
Operating activities:
Annual (deficit) surplus (22,467) $ 1,897
Items not involving cash:
Amortization 8,425 15,373
Accrued interest (1,092) (584)
Changes in non-cash financial assets and liabilities:
HST receivable (5,928) 6,250
Accounts receivable 4,654 (3,156)
Prepaid expenses (722) (5,508)
Accounts payable and accrued liabilities (32,254) 18,834
Net change in cash from operating activities (49,384) 33,106
Capital activities:
Cash used to acquire tangible capital assets (11,145) (5,248)
Financing activities:
Change in due to City of Hamilton 8,839 (5,141)
Change in investments 69,939 (37,086)
78,778 (42,227)
Change in cash 18,249 (14,369)
Cash, beginning of year 9,520 23,889
Cash, end of year 27,769 $ 9,520

See accompanying notes to financial statements.



DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Notes to Financial Statements

Year ended December 31, 2021

The Downtown Hamilton Business Improvement Area (the “Business Improvement Area") was
established in 1982 by the Council of the City of Hamilton and has been entrusted with the improvement,
beautification and maintenance of municipality owned lands, buildings and structures in the
improvement area, beyond such expenditure by the Municipality. The Business Improvement Area is
also responsible for the promotion of this improvement area for business and shopping. The Business
Improvement Area is financed by a special levy charged upon businesses in the improvement area.

1.

Significant accounting policies:

The financial statements of the Business Improvement Area are prepared by management in
accordance with Canadian public sector accounting standards (“PSAS”). Significant accounting
policies adopted by the Business Improvement Area are as follows:

(@)

(b)

(c)

(d)

Basis of accounting:

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

Government transfers:

Government transfers received relate to the assessment levy and operating grants.
Government transfers are recognized in the financial statements as revenues when the
transfer is authorized, any eligibility criteria are met and a reasonable estimate of the amounts
can be made except when, and to the extent that, stipulations by the transferors give rise to
an obligation that meet the definition of a liability. Government transfers that meet the definition
of a liability are recognized as revenue as the liability is extinguished.

Other income:
Other income is reported as revenue in the period earned.
Investments:

Investments consist of guaranteed investment certificates and are recorded at cost. When
there has been a loss in value that is other than a temporary decline in value, the investment
is written down to recognize the loss.



DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Notes to Financial Statements (continued)

Year ended December 31, 2021

1.

Significant accounting policies (continued):

(e) Non-financial assets:

(f)

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

(i)

Tangible capital assets:

Tangible capital assets are recorded at cost which includes amounts that are directly
attributable to acquisition, construction, development or betterment of the asset. The
cost, less residual value, of the tangible capital assets are amortized on a straight line
basis over their estimated useful lives as follows:

Asset Useful life - years
Computer hardware 5
Computer software 3
Decorations 3
Furniture and equipment 10

Amortization is charged half-year in the year of acquisition.

Use of estimates:

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

Related party transactions:

Transactions with related parties are measured at the carrying amount.



DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Notes to Financial Statements (continued)

Year ended December 31, 2021

2. Tangible capital assets:

Balance at Balance at

December 31, December 31,

Cost 2020 Additions Disposals 2021
Computer hardware $ 6,797 4,445 $ -9 11,242
Computer software 206 - - 206
Decorations 72,399 - - 72,399
Furniture and equipment 87,848 6,700 - 94,548
Total $ 167,250 11,145 $ -3 178,395
Balance at Balance at

Accumulated December 31, Amortization December 31,
amortization 2020 Disposals expense 2021
Computer hardware $ 5,121 -9 1,117 $ 6,238
Computer software 206 - - 206
Decorations 68,208 - 4,002 72,210
Furniture and equipment 65,976 - 3,306 69,282
Total $ 139,511 - $ 8,425 $ 147,936

Net book value Net book value
December 31, December 31,

2020 2021
Computer hardware $ 1,676 $ 5,004
Computer software - -
Decorations 4,191 189
Furniture and equipment 21,872 25,266
Total $ 27,739 $ 30,459

(a) Contributed tangible capital assets:

The Business Improvement Area received no contributed tangible capital assets in 2021 or

2020.

(b) Tangible capital assets disclosed at nominal values:

There are no tangible capital assets recognized at a nominal value.



DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Notes to Financial Statements (continued)

Year ended December 31, 2021

2. Tangible capital assets (continued):
(c) Write-down of tangible capital assets:

The Business Improvement Area has not written down any tangible capital assets during the
year or 2021.

3. Accumulated surplus:

Accumulated surplus consists of the following:

2020 2020

Surplus:
Invested in tangible capital assets $ 30,459 $ 27,739
Operating 117,269 142,456

$ 147,728 $ 170,195

4. Commitments:

The Business Improvement Area is committed under a long-term operating lease for the rental of
office space until November, 2022. Future minimum lease payments under this operating lease
are as follows:

2022 $ 16,427

5. Related party transactions:
(a) City of Hamilton:

During the year, the Business Improvement Area recorded the following transactions with the
City of Hamilton:

2021 2020
Revenue:
Member levy collected on behalf of the
Business Improvement Area $ 383,015 $ 377,728
Expenses:
Beautification 1,324 $ 857




DOWNTOWN HAMILTON BUSINESS IMPROVEMENT AREA

Notes to Financial Statements (continued)

Year ended December 31, 2021

5. Related party transactions (continued):

The City of Hamilton also contributed $5,727 (2020 - $5,639) to commercial improvement programs
undertaken by the Business Improvement Area, $11,250 (2020 - $11,250) from parking revenue
sharing program, and $33,800 (2020 - $23,622) in other grants. At the end of the year, the Business
Improvement Area had a payable of $16,985 (2020 - $5,431) for the cash received in excess of
the member levy collected by the City of Hamilton and $916 (2020 - $1,885) accrued for expenses,
net of $1,300 (2020 - $1,300) receivable for the annual Christmas grant and $7,677 (2020 - $5,931)
of other grants.

6. Budget data:

The budget data presented in these financial statements is based upon the 2021 budget approved
by the Board on October 16, 2020.

7. COVID-19:

In March 2020, the COVID-19 outbreak was declared a pandemic by the World Health Organization
and has had a significant financial, market and social dislocating impact across the world. This has
resulted in governments worldwide, including the Canadian and Ontario governments, enacting
emergency measures to combat the spread of the virus.

Several measures were put in place by the Federal Government which include the implementation
of travel bans, self-imposed quarantine periods and social distancing. These measures have
caused material disruption to individuals, businesses and organizations globally and in Ontario
resulting in an economic slowdown. Governments and central banks have reacted with significant
monetary and fiscal interventions designed to stabilize economic conditions however the success
of these interventions is not currently determinable.

As at December 31, 2021, COVID-19 has had a minimal impact on the Business Improvement
Area.



