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INDEPENDENT AUDITORS' REPORT

To the Mayor and Council of the
Town of Chestermere

We have audited the accompanying consolidated financial statements of the Town of Chestermere, which
comprise the statement of financial position as at December 31, 2012, and the statements of operations, change in
net financial assets (debt) and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is respensible for the preparation and fair presentation of these consolidated financial statements in
accordance with Canadian public sector accounting standards, arnd for such intemal centro!l as management
determines is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with Canadian auditing standards. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors™ judgment, including the
-assessment of the risks of material misstatement of the consolidated financial statements, whethei due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the cffectiveness of the
~entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management. as well as evaluating the overall
consolidated financial statement presentation.

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

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position
of the Town of Chestermere as at December 31, 2012 and the results of its operations, change in net financial
assets (debt) and its cash flows for the year then ended in accordance with Canadian public sector accounting
standards.
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Strathmore, Alberta ’y? / d 7 .
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Town of Chestermere
Consolidated Statement of Financial Position
As at December 31, 2012

2012 2011
(Restated)
FINANCIAL ASSETS

Cash (Nore 2) $ 3,114,187 $ 1,486,955

Taxes and grants in place receivables (Note 3) 1,293,690 1,447,371

Trade accounts receivables (Note 4} 5,230,932 3,296,361
Property tax under-levy 44,102 17,405

Due from Chestermere Utilities Incorporated (Noie 3) - 398215

Goods and Services Tax receivabie 474,061 201,382

Land held for resale 51,119 51,119
Agreements receivable (Nofe 6) 6,378,297 -
Investments (Note 7, 23) 72,048,873 17,926,487
88,635,262 25,025,295

LIABILITIES

Accounts payable and accrued liabilities (Nore 8) 8.829,638 3,924,064

Due to Chestermere Utilities Tncorporated (Nore ) 914,946 -
Deposit liabilities 2,157,250 2.541.431
Deferred revenue (Note 9) 5,375,539 4,618,608

Long term debt (Note 10) 11,320,248 13,953,660
28,597,621 25,037,763
. NET FINANCIAL ASSETS (DEBT) 60,037,641 (12,408)

. NON-FINANCIAL ASSETS

Tangible capital assets (Nofe 12, 23) (Schedule 2} 75,189,997 122,884,563
Inventory for consumption - 35,928
Prepaid expenses 42,437 13,418

Other assets 43,183 7.150
75,275,617 122,941,059

" ACCUMULATED SURPLUS (Note /4, 23) (Schedule 1} $ 135,313,258 $ 122.928.591

Commitments (Note 18)
Contingencies (Note 19}

Approved by: ' Officer

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates LLP 3



Town of Chestermere

Consolidated Statement of Operations
For the Year Ended December 31, 2012

REVENUE

Net municipal property taxes (Schedule 3)

Sale of goods and user charges

Penalties and costs on taxes

Licenses and permits

Investment income

Development levies

Government transfers for operating (Schedule 4)
TOTAL REVENUE

EXPENSES (Schedule )
Legislative
Administration
Safety
Protective services
Roads, streets, walks and lighting
Water supply and distribution
Wastewater treatment and disposal
Waste management
‘Family and community support
Planning and development
Parks and recreation
Culture

o Loss on disposal of assets

TOTAL EXPENSES

SRS EXCESS (SHORTFALL)} OF REVENUE OVER

'_EXPENSES -BEFORE OTHER

~OTHER
~:Contributed assets
Government transfets for capital {Schedule 4)
Contribution of tangible capital assets to related
 party (Note 21)
Subsidiary operations (Note 20)

_EXCESS OF REVENUE OVER EXPENSES (Note 23]

' ACCUMULATED SURPLUS, BEGINNING
" OF YEAR (Note 23)

.. ACCUMULATED SURPLUS, END OF YEAR .

The accempanying notes form an integral part of these financial statements.
Gregory. Harriman & Associates LLP

Budger 2012 2011
(Unaudited) (Resiated)

S 12,997 428 $ 12,940,297 $ 11,756,780
4,260,072 3,693,923 7,013,837
270.628 285,225 316,661
638,869 954,638 641,855
191,000 271,695 160,415
30,000 3,065,146 4,315,072
1,625 542 1,580,569 1.774.322
200033539 22,791,493 25,978,942
241,364 302,368 228,496
2,744 944 2,894,424 2,634,428

_ - 7,138

3.046,470 4.692,786 3,764,070
3.478.096 5,098,897 4,840,357

- - 3,234,708

- - 2,897,066

- - 881,317

1,164,957 1,094,258 1,338,044
2.268,306 2,461,158 2.570.904
2515211 2,539,843 2,548,441
727209 857,202 727,983

- 41,867 138,801
201586557 19,982,803 25.811,773
(153018} 2,808,690 167.169

- 6,353,446 1.487.925

7075000 5,369,087 6.491.055

- (2,567,186} -
- 420,630 {604,528)

0,921,952 12,384,667 7,541,621
122928 39] 122,928,591 115,386,970
£ 120850573, .8 .135,513,258 $ 122,928,591 .
4




Town of Chestermere
Consolidated Statement of Change in Net Financial Assets (Debt)
For the Year Ended December 31, 2012

Budget 2012 2011
(Unaudited) (Restated}

.7 EXCESS OF REVENUE OVER EXPENSES (Noze 23 $ 6,921,982 S 12,384,667  $ 7,541,621
. .-Acquisition of tangible capital assets (16.710,324) (6,521,339) (8.451.807)
~“!Contributed tangible capital assets - (6,353,446) (1.487.925)

. Progeeds on disposal of tangible capital assets - 13,517 -

.- Amortization of tangible capital assets - 3,471,152 4,419,776

. Loss on disposal of assets ‘ - 41,867 138,801

1+ Transfer of tangible capital assets to related party (Note 21) - 54,475,627 -

" Contribution of tangible capital assets to related party (Noie 2/) - 2,567,186 -
EERT (16,710, 324) 47,694,564 {5,381,155)

(Increase) decrease in inventory for consumption - 35,928 25,646

o (Ingrease) decrease in prepaid expenses - (29,019 44,329
25 o {Increase) decrease in other assets - (36,031) (1,300)

SR - (29,122) 68,675

e - (INCREASE) DECREASE IN NET DEBT (9,788, 342) 60,050,109 2,229,141
“ " NET FINANCIAL DEBT, BEGINNING OF YEAR (12.468) (12,468) (2,241,609
G ;'_NELT_fFi_NANc__IAL ASSETS (DEBT), END OF YEAR S (U.800810; % 60,037,641 $ (12.468)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates LLP 3



Town of Chestermere
Consolidated Statement of Cash Flows
For the Year Ended December 31, 2012

2012 2011
: (Restated)
“NET INFLOW (OUTFLOW) OF CASH RELATED TO
THE FOLLOWING ACTIVITIES:
OPERATING
Excess of revenue over expenses $ 12,384,667 $ 7,541,621
Non-cash items included in excess of revenues over expenses:
Amortization of tangible capital asseis 3,471,152 4,419,776
Loss on sale of tangible capital assets 41,807 138,801
Tangible capital assets received as contributions (4,635,866) {1.487.925)
Contribution of tangible capital asscts to related party (Nore 27) 849,606 -
Non-cash charges to operations (net change):
Decrease (increase) in taxes and grants in place receivables 153,681 (115,804)
Decrease (increase) in trade and other receivables (2,6094.377) (525,980
Decrease (increase) in property tax under-levy (26,697) 23,260
Decrease (increase) in tand held for resale - 69,073
Decrease (increase) in inventory for consumption - 23,646
Decrease (inctease) i prepaid expenses (29,019) 44,329
Increase (decrease) in Goods and Services Tax (272,679) 306,298
Decrease (increase) in other assets (36,033) (1,30)
Increase (decrease) in accounts payable and accrued Habilities 4,905,575 904,773
Increase (decrease) in deposit Habilities {384,181) 1,712,757
Increase (decrease) in deferred revenuc 756,931 {4,321,106)
Cash provided by operating transactions 14,484,627 8,734218
" /CAPITAL
' Acquisition of tangible capital assets (6,521,339) (8,451,807
Sale of tangible capital assets 13,517 -
Cash applied to capital transactions {6,507,822) {8,451,807)
. INVESTING
Decrease (increase) in investments 1,927,037 {1,450.971)
Cash provided by (applied to) investing transactions 1,927,637 (1,450,971)
FINANCING
Due from Chestermere Utilities Incorperated (7,835,311) (598,215)
Long term debt repaid (441,899) (842,206)
" Cash previded by (applied to) financing transactions (8,277,210} (1,440,421}
"CHANGE IN CASH DURING THE YEAR 1,627,232 (2,608,981
~CASH, BEGINNING OF YEAR 1,486,955 4,095,936
- CASH, END OF YEAR $ 3,114,187 $ 1,486,955
Cash is made up of:
Cash-(Note 2) -~ - : 3,114,187 1,486,955
Less: restricted portion of cash (Naotes 2, 7} - -
$ 3,114,187 $ 1,486,955

The accompanying notes form an integral part of these financial statements,
Gregory, Harriman & Associates LLP
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Town of Chestermere

Schedule of Property and Other Taxes
For the Year Ended December 31, 2012

Schedule 3
Budget 2012 2011
{ Unaudited)
TAXATION
Real property taxes S 16913029 $ 17,041,805 15,433,855
Linear property taxes 109460 109,460 106,221
Local improvement taxes - 28,539 -
17,024,489 17,179,804 15,540,076
REQUISITIONS
Alberta School Foundation Fund 4027001 4,239,507 3,783,296
NET MUNICIPAL TAXES § 12997428 $ 12,940,297 11,756,780
The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Asscciates LLP 9



Town of Chestermere
Schedule of Government Transfers
For the Year Ended December 31, 2012

Schedule 4
Budger 2012 2011
(Uncudited)
TRANSFERS FOR OPERATING
Provincial Government ) 1,475 542 S 1,429,569 h 1,621,322
Other Local Governments 150,400 151,000 153,000
1,623,542 1,580,569 1,774,322
TRANSFERS FOR CAPITAL
Provincial Government 7073000 5,369,087 6.491.055
Federal Government - - ;
7075 000 5,369,087 6.481.055
TOTAL GOVERNMENT TRANSFERS 3 & 700,542 s 6,949,656 $ 8.265,377

The accompanying notes form an integral part of these financial statements.
Gregory. Harriman & Associates LLP 10



Town of Chestermere
Schedule of Consolidated Expenses by Object
For the Year Fnded December 31, 2012
Schedule 5

Budger 2012 2011
{Unaudited)

CONSOLIDATED EXPENSES BY OBJECT
Salaries, wages and benefits $ 8880 951 b 8,484,852 $ 7.562.121
Contracted and general setvices 3,026,362 3,205,293 5,633,842
Materials, goods, supplies and utilities 4,265,798 4,208,414 6.824.757
Transfers to local boards and agencies - - -
Transfers to individuals and organizations 332,598 340,522 347,029
Interest on capital long term debt 279 154 272,571 1,024,248
- Amortization of tangible capital assets 3,401,694 3,471,151 4419776
§ 20186337 $ 19,982,803 $ 25811773

The accompanying notes form and integral part of these financial statements,
Gregory, Harriman & Associates LLP 11



Town of Chestermere
Notes to Financial Statements
December 31, 2012

1) Significant Accounting Policies

The Town of Chestermere (the "Municipality™) is a Municipality in the Provinee of Alberta, The consolidated [inancial stalements are
the representation of management and have been prepared in accordance with Canadian generally accepied accounting principles for
local governments established by the Public Sector Accounting Beard of the Canadian Institute of Chartered Accountants. Signilicant
‘aspects of these accounting policies are as follows:

A. Reporting Entity

The consolidated financial statements reflect the asscts, labilitics, revenue and expenditures, changes in fund balances and change in
financial position of the reporting entity. This entity is comprised of the municipal operations plus all the organizations that are
owned or controlled by the municipality and arc. thercfore, accountable t the Town Council fur the administration of their [inancial
resources,

Chestermere Utilities Incerporated, a subsidiary corporation controlled by the Town of Chestermere, is accounted for on a modified
equity basis, consistent with the Canadian generally accepted accounling reatment for government business enterprises. Under the
modified equity basis, the husiness enterprise Is not consolidated. its accounting policics arc not adjusted to contorm with these of the
Town. and inter-organizational transactions and balances are not eliminalted.

The schedule of taxes levied also includes operating requisilions for cducational, and other external organizations that are nof
controlled by the municipal council.

B. Basis of Aceounting

The financial statements arc prepared using the accrual basis of accounting. The accrual basts ol accounting records revenuc as it is
-earned and measurable. Expenses are recognized as they are incurred and measurable based upon receipl of goods or services and/or
the legal obligation to pay.

Funds from external partics and eamings thereon restricted by agreement or legislation are accounted for as deferred revenue until
used for the purpose specificd.

Government transfers, contributions and other amoeunts are received from third parties pursuant Lo legislation, regulation or agreement
.. and may only be used for certain pregrams, in the completion aof specific work, or for the purchase of tangible capital assets. In

addition, certain user charges and fees are collected for which the related services have yet to be performed. Revenue is recognived in
_ the period when the related expenses are incurred, services performed or the tangible capital assets are acquired.

C. Use of Estimates

The preparation of financial statements in conformity with Canadian generally accepted aceounting principles requires management to
make estimates and assumptions thal atfect the reported amount ol assets and labilitics and disclosure of contingent assets and
“liabilities at the date of the Fnancial statements. and the reported amounts of revenue and expenditure during the peried. Where
‘measurement uncertainty exists. the financial statements have been prepared within reasonable limils of maleriality. Actual results
could differ from those estimates.

‘D. Investments

Investments are recorded at amortized cost. Investmenl premiums and discounts are amortized on the net present value basis over the
term of the respective investments. When there has been a loss in value that is other than a temporary decline, the respective
‘investment is written down to recognize the loss.

. E. = Requisition Over-levy and Under-levy

Over-levies and under-levies arise from the difference between the actual levy made to cover each requisition and the actual amount

“requisitioned. Tf the actual levy exceeds the réqaisition. the ovér-levy 1s accrucd as aliability dnd property tax vevernitie i§ reduced. In
situatiens where the actual levy is less than the requisition amount, the under-levy is accrued as a receivable and reflected as property
{ax revenue.

Regquisition tax rates in the subsequent year are adjusted for any over-levies or under-levies of the prior year.

Gregory, Harriman & Associates L1P



Town of Chestermere
Notes to Financial Statements
December 31, 2012

1) Significant Accounting Policies (continued)
F. Land Held For Resale

Land held for resale is recorded at the Jower of cost or net realizable value. Cost includes costs for land acquisition and improvements
required to preparc the land for scrvicing such as clearing, siripping and levelling charges. Related development costs incurred to
provide infrastructure such as roads, sidewalks and street lighting are recorded as fixed asscts under their respective function.

G.  Government Transfers

Government transfers are the transler of assets from senior levels of goverument that arc not the result of an exchange transaction. arc
not expected to be repaid in the future, or the result of a direct [inancial return,

Government transfers arc recognized in the financial statements as revenue in the period in which events giving rise 1o the transler
occurred, providing the transfers are authorized. any eligibility criteria have been met by (he municipality. and reasonable cstimates of°
the amounis can be determined,

H. Equity in Investments

Equity in investments includes the Town's net accumulated investment in a subsidiary corporation, Chestermere Utilitics Incorporated.
The amount consists of the original investment in common shares, plus the proportionate share of eamnings of the subsidiary.

L Non-Financial Assets

Non-financial assels are not available to discharge existing liabilities and are held for use in the provision of services. They have
useful lives extending heyond the current year and are not intended tor sale in the normal course of operations. The change in non-
financial assets during the vear, logether with the excess of revenue over expenses. provides the conselidated Change in Net Financial
Assets (Debt) for the year.

i. Tangible Capital Assets
Tangible capital assets are recorded at cost. which includes all amounts that are dircetly attributable to acquisition, construction.
development or betterment of the asset, The cost. less residual value. of the tangible capital asset is amortized on a straight-line
basis over the estimated uselul life as follows:

YEARS

Land improvements 15-43
Buildings 25-50
Ingineered structures

Roadway system 5-60

Watcr system 4575

Wastewater systém 45-75
Machinery and equipment 5-40
Vehicles 10-25

There is an amortization charge in the year of acquisition and no amortization charge in the year of disposal. Asscts under
construction are not amortized until the assct is available for productive use.

ii. Contributions of Tangible Capital Assets
Tangible capital assels received as contributions are recorded al fair value at the date of receipt and also are recorded as revenue.

iii. Leases
Leases are classified as capital or operaling leases. Leases which transfer substantially all of the benefils and risks incidental (o
ownership of property are accounted tor as capital leases. All other leases are accounted for as operating leases and the related
‘lease payments are charged to expenses as incurred.

iv. Inventories
Inventories held for consumption are recorded at the lower of cost and replacement cost.

-l

Gregory, Harriman & Associates LLP I



Town of Chestermere
Notes to Financial Statements
December 31, 2012

2) Cash 2012 2011
Petty cash M 950 3 800
Cash 3,113,237 1,486,155

$ 3,114,187 $  1.486,955

3) Taxes and Grants in Place Receivables 2012 2001
Current taxes and grants in place of laxes S 957,681 S 952,601
Tax arrears 336,009 494 770

$ 1,293,690 § 1447371

4) Trade Accounts Receivables 2012 2011
Accounts receivable - other S 2,543,504 s 1226514
Offsite levies recelvable 2,248,584 716.158
Mortgages receivable 438,844 558.185
Water and sewer receivable - 795,504

$ 5,230,932 § 3,296,361

Martgages receivable are amounts outstanding from individuals who have agreed o purchase property adjacent to theilr existing lol
surrounding Chestermere Lake which was purchased by the Town from Western lrrigation District. These mortgages receivable
mature between 2018 and 2025 and bear interest al varying rates.

'5) Due (From) To Chestermere Utilities [ncorporated
Amounts due to Chestermere Utilitics Incorporaled includes an amount payvable ol $1.469.373 which is unsecured. non-interest

bearing and repayable on demand. Also included in this amount is a five year unsecured, non-interest bearing promissory nole
receivable of $554.427 duc in 2016.

-6) Agreements Receivable 2012 2011
Chestermere Utilities Incorporated $  6,378.297 b -
6,378,297 -
Less: Current portion (251,482) -
§ 6,126,815 § -

Principal and interest repayments are due as follows:

Principal loterest Total

2013 A 251,482 b3 532,990 § 784,472
2014 243,024 513,551 756,575
2015 233.383 500,265 733,648
2016 224125 484.114 708,239
2017 215234 468.062 683.296
Thereafter 5.211.049 4.219.453 9.430.502

§ 6,378,297 S  6.718.435 § 13096732

The Chestermere Utilities Tncorperated (CUT) agreement receivable relates to the RPCOR Amortization Fund that was assigned to
CULon January |, 2012 (Note 21}, The EPCOR Amortization Fund consists of a long term financing arrangement between the Town
and EPCOR for the waler rescrvoir and water line tie-in projects. The lerm of this tinancing is over 20 years with payments to include
principal and interest.
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Town of Chestermere
Notes to Financial Statements
December 31, 2012

*7) Tnvestments 2012 2001
{Resteaied)

Bank of Montreal Deposit Notes matured 2012 S - $ 650945
with interest rate of 5.04%.
“Bank of Nova Scotia Strip Bond maluring 2013 677,360 648,388
with interest rate of 4.73%. (Market Valuc $684 898}
Canadian Imperial Bank of Commerce Deposit Note maturing 2013 1,138,941 2,140,388
: with interest rate of 3.41%. {Market Value $1.145.629)
o Canadian [mperial Bank of Commerce Fixed Flat Rate Deposit Note maturing 2018 1,163,797 1.164.312
' with interest rate of 5.15%. {Markel Value $1.178.590)
Royal Bank of Canada Fixed Flat Rate Deposit Note maturing 2018 582,254 585,158
with interest rate of 4.84%. (Market Value §572.442)
- Torento Dominion Bank Strip Bend maturing 2013 764,095 731,138
_ with interest rate of 4.73%. (Market Value $776,813)
" Canadian Imperial Bank of Commerce Strip Bond maturing 2015 2,622,963 2,011,546
with interest rate of 2.34%. (Market Value $2.075,269)
- Royal Bank of Canada Fixed Tlat Rate Deposit Note maturing 2018 - 2.813.890
" with interest rate of 5.00%. This investment was sold during the year,
- Bank of Nova Scotia Fixed Flat Rate Deposit Note maturing 2019 1,937,115 1.954.136
with interest rate of 4.94%. (Market Value $1.900.426)
“ Bank of Nova Scotia Fixed Flat Rate Deposit Note maluring 2017 - 1,977.395
with interest rate of 5.25%. This investment was sold during the year.
- ‘Roya! Bank of Canada Flat Rate Deposit Note maturing 2017 - 1.983.209
. with interest rate o' 4,58%. This investment was sold during the year,
" Bank of Montreal Fixed Flat Rate Deposit Note maturing 2049 - 1.870.410
: with interest rate of 6.69%. This investment was sold during the year.
i::."Can'adi_an Western Bank Guaranteed Investment Certificate maturing 2013 460,070 -
S with Interest rate of 1.90%. {Market Value $460,500)
*“Sootiabank Capital Trust Bond maturing 2013 1,952,079
o with interest rate of 6.28%. (Market Value $1.951.126)
e Bank of Montreal Stripped Bond maturing 2016 2,020,318 -
: _ ~with interest rate of 5.10%. {Market Value $2,009.370)
: _ : ._B_ank of Nova Scotia Fixed Flat Rate Deposit Note maturing 2024 1,073,937 -
Ot with interest rate of 3.04%. (Market Value $1.074.797)
‘Bank of Montreal Stripped Bond maturing 2015 658,053 -
. with interest rate of 4.87%. (Market Vatue $659.292)
© .. Canadian Imperial Bank of Commerce Flat Rate Deposit Note maturing 2018 606,950 -
" ith interest rate of 9.98%. (Market Value $667.935)
o 5 .. _Bal_'d_< of Moentreal Fixed Flal Rate Deposit Note maturing 20153 1,064,716 -
© 7 - awith interest rate of 4.63%. (Market Value $1,005.883)
' - Chestermere Utilities Incorporated - 1009 ownership
*-- Common voting shares {100) 100 100
" Preferred. non-cumulative. redecmable, retractable,
non-voting shares (56.030.023) 56,050,023 -
Cumulative share of earnings (183,898) (604.528)

- Total Investments S 72,048,873 $ 17,926,487

i The total of Class "G" Preferred shares of $56,050,023 were issued to the Town of Chestermere in the current year as compensation
. for assets transferred to the corporation (Nore 2/) are redeemable and retractable on demand. A waiver has been signed by the Town
- ‘of Chestermere waiving the right 1o retract the shares within the next four years.

""" The Town of Chestermere holds funds that are restricted in their use and are 10 be ulilized as funding for capital projects and to mect
trust abligations. Since the projects have not been completed for which the Anding has been rveceived. $7.532.788 (2011 -
$7,160,038) of the investment funds are not available for general use by the Town.
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Town of Chestermere
Notes to Financial Statements
December 31,2012

Accounts Payable and Accrued Liabilities 2012 2011
" Trade accounts payable $  8,423.011 $ 3534002
 Accrued lighilities 35,000 34,200
Accrued vacation pay payable 310,703 268,268
Accrued interest pavable 60,924 67.494
S 8,829,638 § 3,924,064

The vacation liabililv represents the vacation that employees have eamed and are entitled to within the next budgetary year.

Deferred Revenue 2012 2011
Municipal Sustainability [nitiative $ 2,019,254 $ 381677
- Federal Gas Tax Fund 1,339,368 639.051
. Basic Municipal Transportation Grant 185,251 -
Deferred operating grants 158,904 160,070
Other deferred revenue 1,072,762 42.716
§ 5,375,539 §  4.018.608

‘Municipal Sustainability Initiative

The Municipal Sustainability Initfative {"MS1"} is a funding program aimed at providing financial support for eritical core and

community infrastructure projects and includes incentives to encourage collaboration and cooperation between neighbouring

municipalities. This population-based funding program inciudes operating. capital and aftordable housing components. The balance

"-.'_represents funds brought forward from 2011 of $3.816.771, plus accrued interest of $158,271. plus funds received by the Town in

- 2012:0f §2,624.265, less $3.980.053 recognized as revenue in 2012,

: Federal Gas Tax Fund

.. ‘The Federal Gas Tax Tund is a per capita grant to assist municipalities in addressing their sustainable municipal capital infrastructure

needs. The program is supported through the allocation to Alberta Municipalities of a portion of the federal gasoline tax. Funding

- under this program is subject Lo the province reeciving the funding from the federal government. The program provides conditional
grants for capital-related projects which meet the program eligibility criteria. There is no requirement for a municipal funding
. contribution to projects accepted under this program. The balance represents funds brought forward from 2011 of $639.051, plus
~ acerued interest of $36.217, plus funds received by the Town (n 2012 of $766.845, less $122,745 recegnived as revenue in 2012,

“Basic Municipal Transportation Grant
" The Basic Municipal Transportation Grant ("BMTG") provides cost-shared grants to municipalities to assist with the provision of
“lasting street improvernents, to enhance life in rural centors and to serve to attract the decentralization of industry. Approved projects
-are eligible for 75 percent provincial funding for construction and engineering costs. The balance represents funds received by the

. Town in 2012 of §1,620.296, plus accrued interest of $41.155. less $1.476,200 recognized as revenue in 2012,

Gregory, Harriman & Associates LLP




Town of Chestermere
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10} Long Term Debt 2012 2011
Tax supported debentures 5 4931951 $ 5369059
EPCOR amortization fund fNofe 6 6,378,297 8569811
Capital lease - 3.790
Western [rrigation District Schelarship 10,008 11,060
11,320,248 13,953,600
Less: Current portion (609,684) {782.471)
§ 10,710,564 $ 13,171,189

Principal and inferest repayments are due as follows:

Principal Interest Total

2013 S 609684 £ 788,195 $ 1397879
2014 620,089 752.892 1.372.981
2015 630,315 716,740 1.347.055
2016 628,475 679.661 1.308.136
2017 592.92) 542.480 1.235.401
Thereatter 8.238.704 4.941.025 13,179,789

$ 11,320,248 $  8.520993 § 19,841,241

Debenture debt is repayable to Alberta Capital Finance Authority and bears interest at a rates ranging from 4.49% to 6.75% per
annum. before provincial subsidy, and matures from 2015 w0 2028, The weighted average interest rate is 5.26% (3.27% for 2011).
Debenture debt is issued on the credit and security of the Tewn ol Chestermere at large.

" The EPCOR Amortization Fund consists of a long term financing arrangement between the Town and EPCOR Tor the water reservoir
and water line tie-in projects. The term of this financing is over 20 years with payments to include principal and interest.

Western Irrigation District scholarship obligation is payable to Olds College Foundation, bears no interest. and matures in 2022,
- tepayable in the amount of $1.000 per year.

Interest on Jong term debt amounted to $272.571 (2081 - $1.024.248).

The Town's total cash payments for interest in 2012 were §279.141 (2011 - $1.030.696).
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11) Debt Limit

Town of Chestermere
Notes to Financial Statements
December 31, 2012

Section 276(2) of the Municipal Government Act requires that debt and debt limits as defined by Alberta Regulation 255/00 for the
Town of Chestermere be disclosed as follows:

Total debt imit {1.5 * tolal eligible revenues)

Total long term debt (Nore /()

Unused total debt limit capacity

Service on debt limit (0.25 * total eligible revenues)

Service on debt (next vears principal and interest due) fvore /1)

2012

2011

S 34,187,240

(11,320,248)

§ 38.968.413

{13.953.660)

S 22,866,992

$ 25,014,753

$ 5697873

(1,397,879

3 64954736

(1,766.802)

Unused service on debt limit capacily $ 4,299,994 $ 4727934

The debt limit is calculated al 1.5 times revenue of the municipality (as defined in Alberta Regulation 255/00) and the debt service
limit is calculated at 0.25 times such revenue. Incurring debt beyond these limitations requires approval by the Minister of Municipal
Affairs. These thresholds are guidelines used by Alberta Municipal AlTairs Lo identify municipalities that could be at financial risk if
further debt is acquired. The caleulation taken alonc docs not represent the financial stability of the municipality. Rather. the
consoelidated financial statements must be interpreted as a whole.

12) Tangible Capital Assets

2012 2011
{Restated)

Land S 18,111,456 § 15875320
Land improvements 3,340,055 3.303.300
Buildings 13,785,002 15.345,431
Engineered structures

Roadway system 33,731,225 30,375,328

Water distribution gystem - 22,240,807

Wastewater treatment system - 28.627.063
Machinery, cquipment and furnishings 3,725,968 4275130
Vehicles 2,490,291 2.841.984

$ 75,189,997 $ 122,884,563

13) Equity in Tangible Capital Assets
2012 2011
{Restated)

Tangible capital assets (Schedule 2)
Accumulated amortization {Schedule 2)
Long term debt (Note 10)

Operating portion of long term debt

Gregory, [Marriman & Associates LLP

$ 102,903,065
(27,713.,068)
{11,320,248)

6,843,132

§ 155,971,466
(33.086.903)
(13.953.660)

488.533

$ 70,712,881

$ 109419436




Town of Chestermere
Notes to Financial Statements
December 31, 2012

14) Accumulated Surplus

Accumulated surplus consists of restricted and unrestricted amounts and cquity in tangible capital assets as follows:

2012 2011
(Restated)
Unrestricted surplus (deficit) $ 55,246,971 S (219.903)
Restricted surplus {reserves)

Capital: Roads 4,905,936 2.338,425

Waler - 3461826

Wastewater - 3.886,645

Equipment replacement 36,781 36,781

Recreation 1,068,449 341,871

(General capital 141,159 220769

Operating: ~ FCSS 150,815 178,424

Silt removal 3,695 3.695

Development services 445,443 -

General operating, 2,601,128 1,240,022

‘ 9,353,406 13,729,058

Equity in tangible capital assets (Nore /3) 70,712,881 109,419,436

8 135,313,258 $ 122,928,591

.15} Trust Funds
The Town of Chestermere administers the following trust:
2012 2011
Roots of Empathy $ 14,685 5 7.709

~ The amount disclosed ax a liability for the trust is offset by cash held in a separate bank account that is equal to the trust liability.
~* Neither the assct nor the lability are recorded on the Statement of Financial Position,
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16)

17)

Town of Chestermere
Notes to Financial Statements
December 31, 2012

Salary and Benefits Disclosure

Disclosure of salaries and benefits for elected municipal officials, the Chief Administrative Officer and designated officers as required
by Alberta Regulation 313/2000 is as follows:

2012 2011
Salary ¥ Benefits and Total Total
Allowances?

Mayor Matthews $ 44,000 $ 6,738 $ 50,738 $ 51,472
Councillor Bergen 22,000 1,420 23,420 25,420
Councillor Davies 22,000 1,446 23,446 23,371
Councillor Hutchison 22,000 1,446 23,446 24,117
Councillor Johnson 30,500 2,859 33,359 35,754
Councillor Steeves 22,000 3,770 25,770 23,365
Councillor Leighton 16,500 1,282 17,782 23,365
Chief Administrative Officer 79,381 11,263 90,644 165,043
Acting Chief Administrative Officer 69,774 17,749 87,523 -
$ 328,155 $ 47,973 $ 376,128 $ 371,907

(1) Salary includes regular base pay and any other direct cash remuneration.

(2) Employer's share of all employee benefits and contributions or payments made on behalf of employees including retirement
pension, Canada pension plan (CPP), employment insurance (EI), health care, dental coverage, vision coverage, group life
insurance, accidental disability and dismemberment insurance, long and short term disability plans, professional memberships
and tuition.

Local Authorities Pension Plan

Employees of the Town participate in the Local Authorities Pension Plan ("LAPP"), which is covered by the Alberta Public Sector
Pension Plan Act. The Plan services around 214,000 people and about 423 employers. The LAPP is financed by employer and
employee contributions and investment earnings of the LAPP Fund.

Contributions for current service are recorded as expenditures in the year in which they become due.

The Town is required to make current service contributions to the LAPP of 9.91% of pensionable earnings up to the year's maximum
pensionable earnings under the Canada Pension Plan and 13.74% on pensionable earnings above this amount. Employees of the Town
are required to make current service contributions of 8.91% of pensionable salary up to the year's maximum pensionable salary and

12.74% on pensionable salary above this amount.

Total current service contributions by the Town to the LAPP in 2012 were $529,466 (2011 - $444,839). Total current service
contributions by the employees of the Town to the LAPP in 2012 were $583,513 (2011 - $404,550).

At December 31, 2011, the LAPP disclosed an actuarial deficiency of $4.6 billion.

Gregory, Harriman & Associates LLP
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19)

Town of Chestermere
Notes to Financial Statements
December 31, 2012

Commitments
During 2003, the existing Storm Water Discharpe Agreement. Lake Managemenl Agreement, and Western Lrrigation District Offsite
Levies Agreement, were replaced with the Use of Works Agreement between the Town and Western [rrigation District. Under this
agreement, which is to be managed on a permanent and cooperative basis. the Town must remit to the Western lrrigation District
annual payments as follows:

2013 ¥ 425073

The above payments are subject to change dependent on the Consumer Price Index realized in each respective vear.

During 2009, the Town entered into an agreement with the Rocky View County for the annexation of land [rom the Counly, Under
this agreenient, the Town is required to remit $265.795 per year 1o the County until 2019,

During 2012, the Town cntered into an agreement with Chestermere Utilities Incerporated for the supply of unmetered water. Under
this agreement, the Town must remit to Chestermere Utilities Incorporated annual payments as follows:

2013 $ 200,000
2014 $ 150,000

The Town has operating Jeases for vehicles, The leases require monthly payments and expire by June 30. 2015.

Future minimum lease payvments as al December 31, 2012, are as follows:

2013 $ 84.850
2014 26.031
2015 5,174

$ 116.08]

Contingencies
The Town of Chestermere is a member of the Alberta Municipal Insurance Exchange ("MUNIX™). Under the terms of membership.
the Town could become lable for its proportionate share of any claim losses in excess of the funds held by the exchange. Any

liability incurred would be accounted for as a current transaction in the vear the tosses are deterniined.

The Town has been named as a defendant in a claim by a homeowner, At present. the outcome is not determinable. The ameount of
any future settlement would be accounted for ay a current transaction in the year of settlement,

Gregory, Harriman & Associates LLLP
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Town of Chestermere
Notes to Financial Statements
December 31, 2012

20) Subsidiary Operations

Chestermere Utilitles Incorporated was establshed in 2011 by the Town of Chestermere o provide water. wastewater, stormwater,

garbage collection and recycling services to the Town. Chestermere Utilities Incorporated is a whelly owned subsidiary of the Town.

The following is condensed financial information for Chestermere Utilities Incorporated for the year ended December 31, 2012:

2012 2011
(Restated)

Financial position:

Current assets § 3,133,325 b -

Property and equipment 0,336,296 -

Due from the Town of Chestermere 1,469,373 -

Total assets 64,938,994 -

Current liabilities 561,648 6,213

Due to shareholder 554,427 598,215

Deferred offsite levics 1,829,979 -

Preferred shares 6,126,815 -

56,050,023 -

Totai lizbilities 65,122,892 604,428

Nel assets b (183,898) $ (604.428)

Results of operations:

Revenue $ 8,468,559 i)

Amortization 1,116,607

Financing costs 711,930 -
" Onperating expenses 6,219,392 604,528

Nef.income $ 420,630 $ {604, 528)

Gregory. Harriman & Associates LLP
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22)

Town of Chestermere
Notes to Financial Statements
December 31, 2012

Related Party Transactions

During 2007. the Chestermere Library became eperational. The Council of the Town of Chestermere appoints two members as Town
representatives 1o the Library Board. In 2012, the Town of Chestermere reviewed and approved the operational budgel of the [ibrary,

The following summarizes the related party transactions between the Town of Chestermere and Chestermere Utilities Incorporated.
All transactions and balances are in the normal course of business and are measured at the exchange amount. which is the amount of
consideration established and agreed by the rclated pariies.

Transfer of Business:
On January 1, 2012, the Town of Chestermere transferred its interest in storm sewcer, water, sewer. and solid wasle operations to

Chestermere Ulilities Incorporated.  Details are as follows:

Assets transforred:

Accounts reccivable $ 759.806
lnventory 35,928
Due from Town of Chestermere 9,348,472
Capital assets - at fair value 34,475,627

64619833

Consideration recetved:
Assumption of liabilities - long term debt $  8.509810
Preferred shares 56,050,023

Operations:
Sales of goods and user charges - office space rental revenue 15,000
Contracted and general services - utilities expense 263,950
Contribution of tangible capital asscts 2.567.186

The summary of specific transactions with Chestermere Utilities Incorporated is not intended to be representative of all transactions
undertaken with the corporation, but is jntended to identity only specilic (ransactions that management has identified to the users of
these consolidated financial slatements.

Financial Instruments

The Town's financial instruments consist of cash, taxes and grants in place recetvables, trade accounts reecivables, due Lo / from
Chestermere Ljtilities Incorporated. agreements receivable. investments. accounts payable and acerued liabilitics, deposit liabilities
and long term debt, Unless otherwise noted, the fair vaiues of these financial instruments approximates their carrying values.

Interest Rate Risk

The Town of Chestermere has [ixed interest rates through the debenture financing with Alberta Capital Finance Authority.

Credit Risk

The Town of Chestermere is subject to credit risk with respect Lo taxes receivables and trade and other receivables. Credit risk arises
from the pessibility that taxpayers and eatitics to which the Town of Chestermerc provides services may experience (inancial

difficulty and be unable to fulfill their obligations. The large number and diversity of taxpayers and customers minimizes the credit
risk.
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23) Prior Period Adjustment
The Town has restated its linancial statements to include previously excluded tangible capital asscts. These adjustments relate to

lands that were not previously recorded. Chestermere Utilitics Incorporated also restaled its financial statements to correct the
treatment of incorporation costs recognized in 2011, A summary of the adjustments made is as follows:

2011
Adjustments to opening accumulated surplus:
As previously reported $ 119924 398
Adjustment to net book value ol tangible capital assets 3.558.620
Adjustment to subsidiary operations (554.427)
As restated $ 122,928.59]
2011
Adjustments to excess of revenucs over expenses:
As previously reported $ 7769123
Contributed assets 326,925
Subsidiary operations (554427
As restated kY 7,541,621
2011

Adjustments to tangible capital assets:

As previously reported S 119325943

Adjustment to historical cost of tangible capital assets 3,558,620
As restated S 122,884,563

2011

Adjustments to investments:

As previously reported § 18.480.914

Adjustment to subsidiary operations (554,427)
As restated § 17,926,487

24) Comparative Figures
Some of the comparalive ligures have been reclassified to conform to the current year's preseniation.
23) Approval of Financial Statements

Council and Management have approved these financial statements.
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