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MANAGEMENT REPORT

The financial statements are the responsibility of the management of the City of Chestermere (the
“City").

These financial statements have been prepared from information provided by management.
Financial statements are not precise since they include certain amounts based on estimates and
judgments. Management has determined such amounts on a reasonable basis in order to ensure
that the financial statements are presented fairly, in all material respects.

The City maintains systems of internal accounting and administrative controls that are designed to
provide reasonable assurance that the financial information is relevant, reliable and accurate and that
the City's assets are properly accounted for and adequately safeguarded.

The elected Council of the Clty of Chestermere is responsible for ensuring that management fulfils its
responsibilities for financial statements. Council carries out its responsibility principally through the
Council as a whole.

The Council meets annually with management and the external auditors to discuss internal controls
over the financial reporting process, auditing matters and financial reporting issues, and to satisfy
itself that each party is properly discharging its responsibiliies. Council also considers the
sngagement or reappointment of the external auditors. Council reviews the manthly financial reports.

The financial statements have been audited by KPMG LLP, Chartered Professional Accountants,
external auditors, in accordance with Canadian generally accepted auditing standards on behaif of
the Coundil, residents and ratepayers of the City. KPMG LLP has full and free access to the Council.

Chief Administrative Officer
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KPMG LLP

205 5th Avenue SW

Suite 3100

Calgary AB

T2P 4B9

Telephone (403} 691-8000
Fax (403) 691-8008
www.kpmg.ca

INDEPENDENT AUDITORS® REPORT

To the Mayor and Members of Councll of the City of Chestermere

We have audited the accompanying financial statements of the City of Chestermere, which
comprise the statement of financial position as at December 31, 2017, the statements of
operations, change in net financial assets and cash flows for the year then ended, and notes,
including Schedules 1-6, comprising a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Canadian public sector accounting standards, and for such
internal confrol 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

Our responsibility is to express an opinion on these 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 financial statements are free of material

KPMG LLF is a Canadian limited llabifity parinership and a member firm of the KPMG natwork of indepsndent mamber fims
slfifiatzd wilh KPMG Intemalional Coeperelive {(IXPMG International’), 8 Swiss enlity. KPMG Canada provides services to KeMG
LLP.




An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity's preparation and fair presentation of the 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 effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies used andthe reascnableness
of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion
[N our opinion, the financial statements present fairly, in all material respects, the
financial position of the City of Chestermere as at December 31, 2017, and its results of

operations, its change in net financial assets and its cash flows for the year then ended in
accordance with Canadian public sector accounting standards.

Comparative Information

The financial statements of the City of Chestermere as at and for the year ended
December 31, 2016 were audited by another auditor who expressed an unmodified
opinion on those financial statements on April 18, 2017,

/6”61,(.?

Chartered Professional Accountants

Calgary, Canada
April 16, 2018



CITY OF CHESTERMERE

Statement of Financial Position

December 31, 2017, with comparative figures for 2016

2017 2016
Financial Assets
Cash (note 2) $ 3,081,327 $ 3,640,287
Taxes and grants in place of taxes receivable {note 3) 1,888,099 1,946,042
Trade accounts receivables (note 4) 3,487,540 2,699,617
Property tax under-levy 78,590 5,982
Goods and services tax receivable 232,921 107,482
Land held for resale 8,921,885 8,848,571
Agreements receivable (notes 5 and 25) 2,747,664 2,854,974
Investments {note 6) 27,560,064 26,385,759
Investment in government enterprise (note 7) 67,478,964 63,638,047
115,477,064 110,128,761
Liahilities
Accounts payable and accrued liabilities (note 8) 4,827,634 2,358,433
Due to Chestermere Utilities Incorporated {notes 9 and 25) 683,106 602,863
Deposit liabilities {note 10) 2,553,713 2,623,407
Deferred revenue (note 11) 6,793,464 6,680,759
Long-term debt (note 13) 16,699,908 18,936,837
31,557,823 31,202,299
Net financial assets 83,919,241 78,824 462
Non-Financial Assets
Tangible capital assets (nofe 15) (Schedule 2) 114,965,602 112,832,137
Prepaid expenses 78,423 58,793
Other asssls 74,250 13,150
115,118,275 112,904,080

Commitments (note 22)
Contingencies {note 23)

Accumulated surplus (note 17) (Schedule 1)

$199,037,516

$191,828,542

See accompanying notes fo financial statements.
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CITY OF CHESTERMERE

Statement of Operations

Year ended December 31, 2017, with comparative figures for 2016

Budget 2017 2016
{note 27)
Revenue:

Net municipal property taxas {(Schedule 3) $ 19,565,274 $ 19,439,537 $ 19,000,703
Sale of goods and user charges 3,030,433 4,492,022 2,584,423
Penailties and costs on taxes 294,780 381,841 347.310
Licenses and permits 1,209,560 1,198,723 1,408,360
Investment income 48,000 742,992 394,705
Development levies — 496,835 262,000

Government transfers for operating (Schedule 4) 1,714,070 1,871,453 1,734,960
25,862,117 28,623,403 25,732,461

Expenses (Schedule b):

Legisiative 435,172 367,949 340,875
Administration 4,747,310 5,003,586 4,859,758
Protective services 7,315,133 7,213,074 6,233,418
Road, streets, walks and lighting 9,091,291 8,812,451 8,520,774
Family and community support 1,982,897 2,274,708 1,895,204
Planning and development 3,018,508 2,880,948 2,438,679
Parks and recreation 3,485,033 3,394,969 3,419,794
Culture 661,304 680,266 599,465
{Gain) loss on disposal of tangible capital assets - (40,5158) 15,498

30,736,646 30,587,436 28,323,465

(Shortfall) of revenue aver expenses,

before other items {4,874,529) (1,964,033) (2,691,004)
Other:
Contributed tangible capital assets 27,000 4,918,797 9,150,334
Government transfers for capital {Schedule 4) 9,047,000 4,140,711 3,659,504
Contribution of tangible capital assets o
related party (note 25) (1,000) {3,727,418) (4,541,895)
Subsidiary operations (note 24) - 3,840,917 1,405,487
Excess of revenue over expenses 4,198,471 7,208,974 7,082,426
Accumulated surplus, beginning of year (note 17) 191,828,542 191,828,642 184,746,116
Accumulated surplus, end of year (hote 17) $196,027,013 $199,037,516 $191,828,542

See accompany notes to financial statements.



CITY OF CHESTERMERE

Statement of Change in Net Financial Assets

Year ended December 31, 2017, with comparative figures for 2016

Budget 2017 2016
(note 27)
Excess of revenue over expenses $ 4,198,471 $ 7,208,974 § 7,082426
Acquisition of tangible capital assets {13,708,000) (7,644,280) {5,605,690)
Contributed tangible capital assets {27,000) {(4,918,797) {9,150,334)
Proceeds on disposal of tangible capital assets - 52,865 16,094
Amortization of tangible capital assets 6,150,273 6,689,844 6,283,313
(Gain) loss on disposal of tangible capital assets - (40,515) 15,498
Contribution of tangible capital assets to

related party (nofe 25) 1,000 3,727,418 4,541,895
(7,583,727) (2,133,465) {3,899,224)

{Increase) decrease in prepaid expenses - {19,630) 28,745
{Increase) in other assets - {61,100) (7,250)
- {80,730) 21,495

{Decrease) increase in net assets {3,385,256) 4,994,779 3,204,697
Net financial assets, beginning of year 78,924,462 78,924,462 75,719,765

Net financial assets, end of year

$ 75539206 $ 83,919,241 $ 78,924,462

See accompanying notes to financial statements.



CITY OF CHESTERMERE

Statement of Cash Flows

Year ended December 31, 2017, with comparative figures for 2016

2017 2016
Cash provided by (used in):
Operating activities:
Excess of revenue over expenses $ 7,208,974 $ 7,082,426
Non-cash items included in excess of revenue over expenses:
Amortization of tangible capital assets 6,689,844 6,283,313
(Gain) loss on disposal of tangible capital assets {40,515) 15,408
Contributed tangible capital assets (4,918,797) {9,150,334)
Contribution of tangible capital assets to related party
{note 25) 3,727,418 4,541,895
Changes in non-cash working capital:
Decrease (increase) in taxes and grants in place
of taxes receivable 57,943 {264,344)
(Increase) decrease in trade accounts receivable (787,923) 2,318
{Increase) decrease in property tax under-levy (72,608) 11,122
(Increase) decrease in goods and services tax receivable {125,438) 51,769
(Increase) in land held for resale (73,324) {321,487)
(Increase) decrease in prepaid expenses (18,630) 28,745
(Increase) in other assets (61,100) {7,250)
Increase (decrease) in accounts payable and
accrued liabilities 2,469,201 (592,366)
(Decrease) in deposit liabilities {69,694) (182,168)
Increase in deferred revenue 112,705 2,298,688
14,087,055 9,787,825
Capital activities:
Acquisition of tangible capital assets (7,644,280) {5,605,691)
Proceeds on disposal of tangible capital assets 52,865 16,094
{7,591,415) (5,589,697)
Investing activities:
(Increase) in investments {1,174,305) (3,373,347)
(Increase) in investments in government enterprises (3,840,917) (1,405,487}
(5,015,222) (4,778,834)
Financing activities:
Increase in Due to Chestermere Utilities Incorporated 80,243 89,706
Decrease in agreements receivable {note 5) 107,310 5,754,309
Long-term debt issued - 470,538
Long-term debt repaid {2,236,931) (7,049,533)
{2,049,378) (734,080)
(Decrease) in cash during the year {558,960) (1,315,586)
Cash, beginning of year 3,640,287 4,955,873
Cash, end of year $ 3,081,327 $ 3,640,287

See accompanying notes fo financial statements.




CITY OF CHESTERMERE

Notes to Financial Statements

Year endad December 31, 2017, with comparative figures for 2016

1. Significant accounting policies:

The City of Chestermere (the “City") is a municipality in the Province of Alberta. The financial
statements are the representations of management prepared in accordance with Canadian public
sector accounting standards established by the Public Sector Accounting Beard of CPA Canada.
Significant accounting policies adopted by the City are as follows:

(@)

(b)

Reporting entity:

The financial statements reflect the assets, liabilities, revenue and expenditures, changes in
net financial assets 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 City and are, therefore, accountable to the City Council for the administration of their
financial resources.

Chestermere Utilities Incorporated (“CU!I"), a subsidiary corporation controlied by the City of
Chestermere, Is accounted for on a modified equity basis, consistent with the Canadian
generally accepted accounting treatment for government business enterprises. Under the
maodified equity basis, the business enterprise is not consolidated, its accounting policies are
not adjusted to conform with those of the City, and inter-organizational transactions and
balances are not eliminated.

The schedule of taxes levied (Schedule 3) also includes operating requisitions for educational
and other external organizations that are not controlied by the Municipal Coungil.

The statements exclude trust assets that are administered for the benefit of external parties.
Interdepartmental and organizational transactions and balances are eliminated.

Basis of accounting:

The financial statements are prepared using the accrual basis of accounting. The accrual
basis of accounting records revenue as it is eamed and measurable. Expenses are
recognized as they are incurred and measurable based upon receipt of goods or services
and/or the legal obligation to pay.

Funds from external parties and earnings thereon restricted by agreement or legislation are
accounted for as deferred revenue until used for the purpose specified.

Government transfers, contributions and other amounts are received from third parties
pursuant to legislation, regulation or agreement and may only be used for certain programs in
the completion of 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 recognized in the period when the related expenses are incurred,
services performed or the tangible capital assets are acquired.




CITY OF CHESTERMERE

MNotes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

1. Significant accounting policies (continued):

()

(d)

(f)

(@)

Use of estimates:

The preparation of financial statements in conformity with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect the reported
amount 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
period. Where measurement uncertainty exists, the financial statements have been prepared
within reasonable limits of materiality. Actual results could differ from those estimates, The
useful lives and related amortization of tangible capital assets represent an area where
management makes significant estimates and assumptions in determining the amounts to be
recorded in the financial statements.

Cash and investments:
Cash is comprised of cash deposits held with Canadian chartered banking institutions.

Investments are recorded at amortized cost. Investment 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.

Requisition over-levy and underlevy:

Over-levies and under-levies arise from the difference between the actual levy made to cover
each requisition and the actual amount requisitioned. If the actual levy exceeds the
requisition, the over-levy is accrued as a liability and property tax revenue is reduced. In
situations where the actual levy is less than the requisition amount, the under-levy is accrued
as a receivable and reflected as property tax revenue. Requisition tax rates in the
subsequent year are adjusted for any over-levies or under-levies of the prior year.

Land held for resale:;

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

Taxrevenue:

Tax revenue is recognized when the tax has been authorized by the bylaw and the taxable
event has occurred. Requisitions operate as a flow through and are excluded from municipal
revenue.




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

1. Significant accounting policies (continued):

{h) Liability for contaminated sites:

{®)

(k}

Contaminated sites are a result of cantamination being introduced into air, soil, water or
sediment of a chemical, organic or radioactive material or live organism that exceeds the
maximum acceptable concentrations under an environmental standard. This standard relates
to sites that are not in productive use and sites in productive use where an unexpected event
resulted in contamination. A liability for remediation of contaminated sites is recognized when
all of the following criteria are met:

e an environmental standard exists;

s contamination exceeds the environmental standard;

e tho City is directly responsible or accepts responsibility;

o the City expects future economic benefits will be expended; and

e areasonable estimate of the liability amount can be made.

Government fransfers:

Government transfers are the transfer of assets from senior levels of government that are not
the result of an exchange transaction, are not expected to be repaid in the future, or the
result of a direct financial return.

Government transfers are recognized in the financial statements as revenue in the period in
which events giving rise to the fransfer occur, providing the transfers are authorized, any
eligibility criteria have been met by the municipality, and reasonable estimates of the
amounts can be determined.

Equity in investments:

Equity in investments includes the City's net accumulated investment in a subsidiary
corporation, CUL The amount consists of the original investment in comman shares, plus the
propottionate share of earnings of the subsidiary.

Non-financial assets:

Non-financial assets are not available to discharge existing liabilities and are held for use in
the provision of services. They have useful lives extending beyond the current year and are
not intended for sale In the normal course of operations, The change in non<inancial assets
during the year, together with the excess of revenue over expenses, provides the change in
net financial assets for the year.




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

1. Significant accounting policies (continued):

(k) Non-financial assets (continued):

(i) Tangible capital assets:
Tangible capital assets are recorded at cost, which includes all amounts that are directly
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 useful life as follows:

Years

Land improvements 15-45
Buildings 25-50
Engineered structures — Roadway system 5-60
Machinery and equipment 5-40
Vehicles 10-125
There is an amortization charge in the year of acquisition and no amortization charge in
the year of disposal. Assets under construction are nol amortized until the asset is
available for productive use,

(i) Contributicns of tangible capital assets:
Tangible capital assets received as contributions are recorded at fair value at the date of
receipt and also are recorded as revenue.

(iii) Leases:

Leases are classified as capital or operating leases. Leases which transfer substantially
all of the benefits and risks incidental to ownership of property are accounted for as
capital leases. All other leases are accounted for as operating leases and the related
lease payments are charged to expenses as incutred.

(iv) Inventories:

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




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

2. Cash:
2017 2018
Petty cash $ 800 $ 643
Cash 3,080,527 3,639,644
$ 3,081,327 $ 3,640,287

The City of Chestermere has an available operating loan of $2,500,000, bearing interest at
the bank's prime rate with an effective rate of 2.70%, of which $2,500,000 remains unused at

December 31, 2017 and 2016. This operating loan is unsecured.

3. Taxes and grants in place of taxes receivable:

2017 2016

Current taxes and grants in place of faxes $ 1,167,362 $ 1,179,345
Taxes in arrears 442,021 435,893
Local improvement levies 278,716 330,804
$ 1,888,099 $ 1,946,042

4. Trade accounts receivable:

2017 2016

Accounts receivable — other $ 2,219,823 $ 1,256,546
Offsite levies receivable 1,011,793 1,172,802
Mortgages receivable 255,924 270,269
$ 3,487,540 $ 2,699,617

Mortgages receivable are amounts outstanding from individuals who have agreed to
purchase property adjacent to their existing lot surrounding Chestermere Lake which was
purchased by the City from Western Irrigation District. These mortgages receivable mature

between 2018 and 2035 and hear interest at varying rates.




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

5. Agreements receivable:

2017 2016
Alberta Capital Finance Authority ("ACFA”") — Great Plains
Debenture {note 13) $ 2,193,237 $ 2,300,547
Chestermere Ulilities Incorporated — promissory note 554,427 554,427
2,747,664 2,854,974
Less: current portion (665,256) {107,310)
$ 2,082,408 § 2,747,664

Principal and interest repayments on the ACFA Great Plains Debenture are due as follows:

Principal Interest Total

2018 $ 110,829 $ 70,452 $ 181,281
2019 114,464 66,817 181,281
2020 118,217 63,064 181,281
2021 122,094 59,187 181,281
2022 126,098 55,183 181,281
Thereafier 1,601,535 301,919 1,803,454
$ 2,193,237 $ 616,622 $ 2,809,859

The CUI promissory note receivable relates to the ACFA debenture that was assigned to CuUl on
December 13, 2013. The ACFA debenture consists of a long-term financing arrangement
between the City and ACFA for the construction of the Great Plains Sanitary Sewer Line. The
term of this financing is over 20 years with payments to include principal and interest.

The CUI promissory note receivable in the amount of $554,427 is unsecured and non-interest
bearing due December 31, 2018.

10




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

6. Investments:

2017 2016
Royal Bank of Canada Stripped Bond maturing 2021 with
interest rate of 3.45% $ 3,198,852 $ 3,115,521
Toronto Dominion Bank Flat Rate Deposit Note maturing
2031 with interest rate of 4.86% 2,917,442 1,854,222
CIBC Flat Rate Deposit Note maturing 2018 with interest
rate of 2.25% 2,890,000 2,880,000
Toronte Dominion Bank Flat Rate Deposit Note maturing
2025 with interest rate of 2.69% 2,480,301 2,480,185
Renaissance High-Interest Savings Account 2,225,453 -
Bank of Nova Scotia Stripped Bond maturing 2022 with
interest rate of 2.58% 2,143,572 2,083,407
Bank of Montreal Deposit Note maturing 2020 with
a rate of return indexed on S&P/TTSX 60 2,000,000 2,000,000
Toronto Dominion Bank Fixed Note maturing 2028 with
interest rate of 3.22% 1,963,865 -
Toronto Dominion Bank Flat Rate Deposit Note maturing
2021 with interest rate of 6.63% 1,804,355 1,867,004
Bank of Nova Scotia Fixed Flat Rate Deposit Note
maturing 2027 with interest rate of 2.58% 1,399,133 1,397,743
Toronto Daminion Bank note maturing 2022 with a rate of
return indexed to Canadian Index Low Volatility 1,234,100 —
Bank of Monireal Daposit Nate maturing 2022 with a rate
of return indexed on S&P/TSX 1,200,000 -
Bank of Nova Scotia maturing 2027 with a dividend growth
return as interest of 4% 1,070,000 -
Bank of Nova Scotia maturing 2023 with a rate of return
indexed on S&P/TSX 1,000,000 -
CIBGC Wood Gundy Cash Account 32,991 -
CIBC Fiat Rate Deposit Note maturing 2019 with interest
rate of 9.98% - 1,034,722
CIBC Fixed Rate Deposit Note maturing 2026 with interest
rate of 3.42% - 1,991,928
Bank of Montreal Deposit Note maturing 2022 with a rate
of return indexed on S&P/TSX 60 - 1,500,000
Bank of Montreal Deposit Note maturing 2021 with a rate
of return indexed on S&P/TSX 60 — 1,000,000
Toronto Dominion Bank Flat Rate Depasit Note maturing
2019 with interest rate of 8.52% - 879,327
National Bank Deposit Note maturing 2021 with a rate
of return indexed on S&P/TSX 60 - 788,000
Bank of Nova Scotia Deposit Note maturing 2022 with
a rate of return indexed on S&P/TSX 60 - 503,700
$27,560,064 $26,385,759

1




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

7. Investment in Government Enterprise:

2017 2016

Chestermere Utilities Incarporated — 100% ownership:
Common voting shares (56,050,123 shares) $56,050,123 $56,050,123
Cumulative share of earhings 11,428,841 7,587,924
$67,478,964 $63,638,047

8. Accounts payable and accrued liabilities:

2017 2016
Trade accounts payable $ 2,076,665 $ 637,559
Accrued liabilities 1,676,884 1,037,010

Accrued vacation, sick leave, and short-term disability
benefits payable 1,001,985 602,594
Accrued interest payable 72,100 81,270
$ 4,827,634 $ 2,358,433

The vacation liability represents the vacation that employees have earned and are entitled to
within the next budgetary year. Sick leave and short-term disability benefits accrue, but do not
vest, to employees as service is provided. The sick leave and short-term disability benefits
payable represents the liability based on the City's recent years' experience and expectations on

future usage.

9. Due to Chestermere Utilities Incorporated:

Amounts due to CUI includes an amount payable of $683,106 (2016 - $602,863) which is

unsecured non-interest bearing and repayable on demand.

12




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

10. Deposit liabilities:

11.

2017 20186

Security deposits $ 2,653,713 $ 2,623,407
Deferred revenue:

2017 2016

Municipal Sustainability Initiative — capital $ 3,409,100 $ 4,417,690

Other deferred revenue 1,803,017 860,943

Federal Gas Tax Fund 1,054,575 1,054,973

Deferred operating grants 426,772 347,153

$ 6,793,464 $ 6,680,759

(a)

(b)

Municipal Sustainability Initiative:

The Municipal Sustainability Initiative (*MSI") is a funding program aimed at providing
financial support for critical core and community infrastructure projects and includes
incentives to encourage collaboration and cooperation between neighbouring municipalities.
This population-based funding program initially included operating, capital and affordable
housing components. The balance represents capital funds brought forward from 2016 of
$4,417,690, plus accrued interest of $80,921, less $1,089,511 recognized as revenue in
2017.

Federal Gas Tax Fund:

The Federal Gas Tax Fund is a per capita grant to assist municipalities in addressing
sustainable municipal capital infrastructure needs. The program Is supported through the
allocation to Alberta Municipalities of a partion of the federal gasoline tax. Funding under this
program is subject to the province receiving 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 2016 of
$1,054,973, plus accrued interest of $25,119, plus funds received by the City in 2017 of
$1,066,365, less $1,091,882 recognized as revenue in 2017.

All of the unexpended funds held in deferred revenue are supported by investments as
outlined in Note 6.

13




CITY OF CHESTERMERE

Notes to Financia! Statemenis

Year ended December 31, 2017, with comparative figures for 2016

12.

13.

Contaminated site liability:

Effective January 1, 2015, the City adopted PS3260, Liability for Contaminated Sites. The City
did not identify any financial liabilities in 2017 (2016 - $nil) as a result of adopting this standard.

Long term debt:

2017 2018
Debenture - CRCA operating $ 327,236 $ 357,518
Debenture — City hall building 2,103,461 2,347,691
Debenfure — Police building 3,978,956 4,574,044
Debenture — Public Warks building and addition 460,179 548,973
Debenture — Weed Harvestors 131,837 144,218
Tax supported debentures 7,001,669 7,973,444
Toronto Dominion loan 7,500,000 8,500,000
Self-supported debentures (hote 5) 2,193,237 2,300,547
Western Irrigation Disirict Scholarship 5,000 6,000
Capital lease - 156,846
16,699,906 18,936,837
Less: Current portion {(1,068,183) {8,736,932)
$15,631,723 $ 9,199,905
Principal and interest repayment are due as follows:
Principal Interest Total
2018 $ 1,068,183 $ 486,110 $ 1,554,293
2018 1,930,646 445,680 2,376,326
2020 2,075,308 388,025 2,463,331
2021 2,251,042 326,710 2,577,752
2022 2,472,613 261,102 2,733,715
Thereafter 6,902,118 511,555 7,413,671
$16,699,906 $ 2,419,182 $19,119,088

Tax suppotted debentures are repayable to Alberta Capital Finance Authority and bear interest at
rates ranging from 3.08% to 6.38% per annum, before provincial subsidy, and mature from 2018
to 2033. The weighted average interest rate on these debentures is 3.84% (2016 — 3.85%).
Debenture debt is issued on the credit and security of the City of Chestermere at large.

14




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

13.

14.

Long term debt {continued):

The Toronto Dominion loan bears interest at the bank’s prime rate less 1.00% per annum with an
effective interest rate of 2.20% per annum, repayable in monthly interest payments plus annual
principal payments of $10,000 until December 31, 2018, at which time the loan converts to a loan
with a ten-year amortization period with monthly blended principal and interest payments. The
Toronto Dominion loan Is unsecured.

During 2017, a borrowing bylaw was approved for the construction of Township Road 240 with a
debt limit set at $14 million. An associated facility issued by the Toranto Dominion bank bears
interest at the bank’s prime rate less 1.00% per annum, repayable in monthly interest payments
plus annual principal payments of $10,000 until December 31, 2020, at which time the loan
converts to having a ten-year amortization period with monthly blended principal and interest
payments. The Toronto Dominion bank facility is unsecured. As at December 31, 2017, there
were no funds drawn on this facility.

The Western Irrigation District scholarship obligation is payable to Olds College Foundation,
bears no interest, and matures in 2022, repayable in the amount of $1,000 per year.

Debf limit:

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

2017 20186
Total debt limit $42,935,103 $38,598,692
Total long term debt (note 13) {16,699,506) (18,936,837)
Unused total debt limit capacity $26,235,197 $19,661,855
Debt service limit $ 7,155,850 $ 6,433,115
Debt servicing (note 13} (1,554,293) (10,266,505)
Unused service on debt limit capacity $ 5,601,557 $(3,833,390)

The debt limit is calculated at 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. The
calculation taken alone does not represent the financial stability of the municipality. Rather, the
financial statements must be interpreted as a whole. These thresholds are guidelines used by
Alberta Municipal Affairs to identify municipalities that could be at financial risk if further debt is
acquired.

15



CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

15.

16.

17.

Tangible capital assets:

2017 20186
Land $ 23,598,531 $ 23,131,556
Land improvements 9,995,561 9,892,894
Buildings 21,048,013 21,636,997
Engineered structure — roadway system 52,056,659 49,456,619
Machinery, equipment and furnishings 5,500,801 5,614,932
Vehicles 2,766,037 3,099,139
$114,965,602 $112,832,137
Equity in tangible capital assets:
2017 2016
Tangible capital assets (Schedule 2) $169,945,903 $ 161,283,548
Accumulated amortization {Schedule 2) {54,980,301) {48,451,411)
Long-term debt (note 13) {16,699,908) {18,936,837)
Operating portion of long term debt 10,020,473 11,158,065

$108,286,169

$ 105,053,365

Accumulated surplus:

Accumulated surplus consists of restricted and unrestricted amounts and equity intangible capital

assets as follows:

2017 2016

Unrestricted surplus $ 69,413,272 $ 64,322,083
Restricted surplus accounts:

General Stabilization 6,335,072 7,102,111

Municipal New Capital Projects 3,391,828 2,338,924

Infrastructure Lifecycle, maintenance and replacement 3,053,329 2,603,537

Special projects 8,657,846 10,408,522

21,338,075 22,453,094

Equity in tangible capital assets {note 16) 108,286,169 105,053,365

$199,037,516 $ 191,828,542
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

18.

19.

Segmented disclosure:

The City of Chestermere provides a range of services to its ratepayers. For each reported
segment, revenues and expenses represent both amounts that are directly attributable to the
segment and amounts that are allocated on a reasonable basis. The accounting policies used in
these segments are consistent with those followed in the preparation of the financial statements
as disclosed in Note 1.

Refer to the Schedule of Segment disclosure (Schedule 6).

Trust funds:

2017 2016

Trust funds $ 4,158 $ 18,754

The amount disclosed as a liability for the trusts is offset by cash held in a separate bank
accounts relating to Chestermere Conrich Regional Board and Roots of Empathy that are equal
to the trust liabilities. Neither the assets nor the liabilities are recorded on the Statement of
Financial Position.
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CITY OF CHESTERMERE

Notes to Financial Statementis

Year ended December 31, 2017, with comparative figures for 2016

20.

21.

Salary and benefits disclosure:

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

2017 2016
Benefits and

Salary®  allowance® Total Total
Mayor Chalmers $ 12408 $% 3267 $ 15663 % -
Mayor Matthews 54,167 15,394 69,561 84,290
Councillor Bold 5,827 2,694 8,521 -
Councillor Burness 5,827 2,669 8,496 -
Councillor Davies 25,442 3,818 29,260 33,427
Coungillor Foat 6,781 6,933 13,714 -
Councillor Hutchison 25,442 1,453 26,895 36,615
Councillor Massig 26,928 3,120 30,048 34,126
Councillor Narayan 5,827 3,107 8,934 -
Councillor Smith 28,122 5,367 33,489 36,453
Councillar Steeves 25,442 830 26,272 34,128
Councillor Wagner 5,827 2,691 8,518 -
Councillor Watsan 25,442 3,327 28,769 36,788
Councillor Young 5,827 2,682 8,509 -
Chief Administrative Officers 250,302 34,268 284,570 216,404

§ 509609 $ 91610 § 601,219 § 512,231

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

{2) Employer's share of all employee benefits and contribution or payments made on behalf of
employees including retirement pension, Canada pension plan (CPP), employment insurance
(El), 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 City participate in the Local Authorities Pension Plan ("LAPP"), which is
covered by the Alberta Public Sector Pension Plan Act. The Plan has a membership of 253,862
people and 417 participating employers. The LAPP is financed by employer and employee
contributions and investment earnings of the LAPP Funhd.

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

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

21.

22,

Local Authorities Pension Plan {continued):

The City is required to make current service contributions to the LAPP of 11.39% of pensionable
earnings up to the year's maximum pensionable earnings under the Canada Pension Plan and
15.84% on pensionable earnings above this amount. Employees of the City are required to make
currenl service contributions of 10.39% of pensionable salary up to the year's maximum
pensionable salary and 14.84% on pensionable salary above this amount.

Total current service contributions by the City to the LAPP in 2017 were $1,108,217 (2016 -
$1,026,269). Total current setvice contributions by the employees of the City to the LAPP in 2017
were $1,020,302 (2016 - $944 475).

At December 31, 2016, which is the most recent actuarial assessment, the LAPP disclosed an
actuarial deficiency of $837 million.

Commitments:

During 2005, the existing Storm Water Discharge Agreement, Lake Management Agreement,
and Western Irrigation District Offsite Levies Agreement, were replaced with the Use of
Works Agreement between the City and Western Irrigation District. Under this agreement,
which is to be managed on a permanent and cooperative basis, the City must remit to the
Waestern Irrigation District annual payments on or before August 1 of each year in perpetuity.
These payments are subject to change dependent on the Consumer Price Index realized in
each respective year, and the payment in 2018 Is expected to be $457,749.

During 20089, the City entered into an agreement with the Rocky View County for the annexation
of land from the County. Under this agreement, the City is required to remit $265,795 per year to
the County until 2019.

The City has operating leases for vehicles expiring fo November 30, 2021 requiring monthly
payments.

Future minimum lease payments as at December 31, 2017, are as follows:

2018 $ 138115
2019 108,042
2020 56,487
2021 21,886

S 325,530
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CITY OF CHESTERMERE

Notes to Financia! Statements

Year ended December 31, 2017, with comparative figures for 2016

23. Contingencies:

The City of Chestermere is a member of the Alberta Municipal Insurance Exchange ("MUNIX").
Under the terms of membership, the City could become liable 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 year the losses are determined.

From time to time, the City is subject to claims and other lawsuits that arise in the ordinary course
of business, some of which may seek damages in substantial amounts. Liability for these claims
and lawsuits are recorded ta the extent that the probability of a loss is likely and it is estimable. At
the time of the financial statement preparation, there has been no resolution or indication that the
settlement of these actions will result in any material liabilities.

24. Subsidiary operations:

CUI was established in 2011 by the City of Chestermere to provide water, wastewater, storm
water, garbage collection and recycling services to the City. CUl is a wholly owned subsidiary of
the City.

The following is condensed financial information for CUI for the years ended December 31:

2017 2016
Financial position:
Current assets $ 9,045,613 $ 5,859,863
Derivative financial instruments 75,819 -
Property and equipment 98,159,661 79,934,799
Intangible assets 4,194,622 4,427,656
111,475,715 90,222,318
Current liabilities 9,580,418 1,308,973
Deferred revenue 1,183,096 954,756
Long-term debt 26,759,130 17,848,435
37,622,644 20,110,164
Shareholder's equity $ 73,853,071 $ 70,112,154
Results of operations:
Revenue $ 17,579,497 $ 17,308,559
Amartization (2,272,313) {2,403,448)
Financing costs (257,141) {3,767,396)
Operating expenses (11,218,730) (9,798,571)
Other income 9,604 66,341
Total comprehensive income $ 3,840,917 $ 1405487
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2017, with comparative figures for 2016

25.

26.

Related party transactions:

The following summarizes the related party transactions between the City and CUIL Al
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 to by the related
parties.

2017 2016
Statement of Financial Position:
Agreements receivable $ 2,747 664 $ 2,854,974
Due to Chestermere Utilities Incorporated 683,106 602,863
Statement of Operations:
Sales of goods and user charges — general administrative  $ 34,535 $ 14,558
Sales of goods and user charges — office space rental
revenue ‘ 48,000 48,000
Contracted and general services — ulilities expense 146,122 32,196
Contribution of tangible capital assets (Schedule 2) 3,727,418 4,541,895

Financial instruments:

The City's financial instruments consist of cash, taxes and grants in place of taxes receivable,
trade accounts recelvables, propetty tax under-levy, agreements receivable, investments,
investments in government enterprises, accounts payable and accrued liabilities, due to
Chestermere Utilities Incorporated, deposit liabilities and fong term debt. Unless otherwise noted,
the fair values of these financial instruments approximates their carrying values.

(a) Interest rate risk:

Interest rate risk arises from the possibility that the value of, or cash flows related to, a
financial instrument will fluctuate as a result of changes in market interest rates. The City is
exposed to financial risk from interest rate differentials between market interest rates and the
rates used on its financial instruments.

(b} Credit risk:

The City is subject to credit risk with respect to taxes receivables and trade and other
receivables. Credit risk arises from the possibility that taxpayers and entities to which the City
provides services may experience financial difficulty and be unable to fulfill their obligations.
The large number and diversity of taxpayers and customers minimizes this credit risk.
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CITY OF CHESTERMERE

Notes to Financial Statemenis

Year ended December 31, 2017, with comparative figures for 2016

27.

28.

Budget data:

The 2017 budget for the City of Chestermere was approved by Council on December 5, 2016.
The approved budget contains restricted surplus transfers, capital additions and principal
payments on debt as expenditures. Since these items are not included in the amounts reported
in the financial statements, they have been excluded from the budget amounts presented in
these financial statements. The reconciliation of the City's budget per the financial statements to

the balanced budget as per legislation is as follows for 2017:

Budget Actual
Excess of revenue over eéxpenses $4,198,471 $ 7,208,974
Less:
Capital expenditures (13,708,000) {7,644,280)
Long-term debt repayments {942,491) {2,236,931)
Transfers to restricted surplus {2,373,398) (6,313,775)
Contributed tangible capital assets (27.,000) (4,918,797)
Add:
Amortization 6,150,278 6,689,844
Long-term debi proceeds 2,558,000 —
Transfers from restricted surplus 4,143,140 7,428,794
Contributed tangible capital assets to related parly 1,000 3,727,418
Balanced budget / excess of revenue over expenses $ - $ 3,941,247
Items not budgeted:
Subsidiary operations $ - $(3,840,917)
Proceeds on disposal - 52,865
{Gain) loss on disposal — {40,515)
$ - $ 112,680

Comparative figures:

Some of the comparative figures have been reclassified to conform to current year's presentation.
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CITY OF CHESTERMERE

Changes in Accumulated Surplus Schedule 1
Year ended December 31, 2017, with comparative figures for 2016
Equity in
tangible
Unrestricted Restricted capital
surplus surplus assets 2017 2016
Balance, beginning of year $64,322,083 $ 22,453,084 $105,083,365 §$191,828,542 §$184,746,116
Excess of revenue over expenses 7,208,874 — — 7,208,974 7,082,426
Unrestricted funds designated for
future vse (2,497,388) 2,497,388 - - -
Current year funds used for tangible
capital assets (4,031,873) (3,612,407) 7,644,280 - -
Contributed tangible capital assets {4,918,797) - 4,918,797 - -
Disposal of tangible capitat assets 12,350 - {12,350) - -
Annual amoriization expense 6,689,844 - (6,689,844) - -
Capital long-term debt repaid (1,099,339} - 1,089,339 - -
Contribution of tangible capital
assets to related party (note 25) 3,727,418 - (3,727,418) - -
Change in accumulated surplus 5,091,189 {1,115,019) 3,232,804 7,208,974 7,082,426
Balance, end of year $69,413,272 § 21,338,075 $108,286,169  $199,037,516 _ $191,828,542
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Taxes Levied Schedule 3
Year ended December 31, 2017, with comparative figures for 2016
Budget 2017 2016
{note 27)
Taxation:
Real property taxes $28,714,324 $28,5638,189 $27,282,284
Linear property taxes 149,942 216,490 215,253
28,864,266 28,754,679 27,497,537
Requisitions:
Alberta School Foundation Fund 9,208,892 9,315,142 8,496,834
Net municipal taxes $19,565,274 $19,439,537 $19,000,703
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CITY OF CHESTERMERE

Government Transfers Schedule 4
Year ended December 31, 2017, with comparative figures for 2016
Budget 2017 2016
(note 27)
Transfers for operating:
Provincial government $ 1,685,173 1,769,568 $ 1,633,543
Other local governments 128,896 101,885 101,417
1,714,070 1,871,453 1,734,960
Transfers for capital:
Provincial government 9,047,000 3,501,093 3,658,504
Federal government — 639,618 —
9,047,000 4,140,711 3,659,504
Total government transfers $10,761,070 6,012,164 $ 5,394 464
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CITY OF CHESTERMERE

Expenses by Object Schedule &
Year ended December 31, 2017, with comparative figures for 2016
Budget 2017 2016
(note 27)
Expenses by abject:
Salaries, wages and benefits $13,483,608 $ 13,639,665 $12,474,050
Amortization of tangible capital asseis 6,150,273 6,689,844 6,283,313
Materials, goods, supplies and utilities 5,139,909 5,189,715 4,069,655
Caontracted and general services 4,951,598 4,235,073 4,351,327
Transfers to individuals and organizations 649,081 649,277 747,700
Interest on long-term debt 308,543 301,870 338,840
Bank charges and short term interest 53,634 22,707 43,082
{Gain) loss on disposal of fangible capital
assefs - (40,515) 15,498
Total expenses $30,736,646 $ 30,587,436 $28,323,465
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