MANAGEMENT REPORT

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

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 presenied fairly, in all material respects,

The City maintains systems of internal accounting and adminisirative 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 City of Chestermere is responsible for ensuring that management fulfils its
responsibilities for financial statements. Council carries out its responsibility principally through the
Coungcil 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 responsibilittes. Council also considers the
engagement or reappointment of the external auditors. Councll reviews the monthly 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 behalf of
the Council, residents and ratepayers of the City. KPMG LLP has full and free access to the Council.

Chief Administrative Officer
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INDEPENDENT AUDITORS® REPORT

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

Opinion

We have audited the financial statements of the City of Chestermere (the “Entity"),
which comprise:

« the statement of financial position as at December 31, 2018;

¢ the statement of operations for the year then ended;

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

» the statement of cash flows for the year then ended;

¢ and noles to the financial statements, including a summary of significant
accounting policies

(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, 2018, 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 fuifilled
our other responsibilities in accordance with these requirements.

KPMG LLP is a Canadian finited Lability partnership and a member fim of tha KPMG network of independent member firms
affifiatad with KPMG Inlermational Cooperativa FKPMG Inlaenational’], 2 Swiss entity. IKPMG Canada prevides services lo KPMG
LLP.




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

Responsibilities of Management and Those Charged with
Governance 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 control as management determines is hecessary
io 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 unfess
management either intends to liquidate the Entity or to cease operations, or has no
realistic alternative but fo 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
aor error, and to issue an auditors' report that includes our opinion.

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

Misstatemenis 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 accepied auditing
standards, we exercise professional judgment and maintain professional
skepticism throughout the audit.

We also:

s 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 intemal confrol.

« 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.




Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosuras 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 o evenis 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, o modify our opinion, QOur conclusions are
based on the audit evidence obtaihed up to the date of our auditors’ report.
However, future evenis or conditions may cause the Entity's 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 fransactions and evenis in a manner that achleves
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.

/Q/P/HGMP

Chartered Professional Accountants

Calgary, Canada
April 18, 2018




CITY OF CHESTERMERE

Statement of Financial Pasition

December 31, 2018, with comparative figures for 2017

2018 2017
Financial Assets
Cash (note 2) $ 2,142,653 $ 3,081,327
Taxes and grants in place of taxes receivable (note 3) 1,805,113 1,888,099
Trade accounts receivables {(note 4) 3,555,028 3,487 540
Property tax under-levy - 78,580
Goods and services tax receivable 161,589 232,921
Land held for resale 9,938,057 8,921,885
Agreements receivable (notes 5 and 25) 2,636,835 2,747,664
Investments (note 6) 36,048,863 27,560,064
Investment in government enterprise (note 7) 66,768,558 67,478,964
123,956,696 115,477,084
Liabilities
Accounts payable and accrued liabilities (note 8) 4,704,221 4,827,634
Property tax under-levy 35,974 -
Due to Chestermere Utilities Incorporated (notes 8 and 25) 620,466 683,106
Deposit liabilities (note 10) 2,387,790 2,553,713
Deferred revenue {note 11) 15,113,366 6,793,464
Long-term debt (note 13) 15,641,722 16,699,906
38,503,539 31,557,823
Net financial assets 85,453,157 83,918,241
Non-Financial Assets
Tangible capital assets {note 15) (Schedule 2) 115,095,554 114,965,602
Prepaid expenses . 114,029 78,423
Other assets ' 12,950 74,250
115,222,533 115,118,275
Commitments (note 22)
Contingencies (note 23)
Accumulated surplus {note 17) (Schedule 1) $200,675,690 $199,037,516

See accompanying notes to financial statements.

Councillor




CITY OF CHESTERMERE

Statement of Operations

Year ended December 31, 2018, with comparative figures for 2017

Budget 2018 2017
{note 27)
Revenue:
Net municipal property taxes (Schedule 3) $ 19,857,316 $ 20,109,611 $ 19,439,537
Sale of goods and user charges 3,611,801 3,700,021 4,492,022
Penalties and cosis on {axes 300,676 347,806 381,841
Licenses and permits 1,483,691 789,098 1,198,723
Investment income 48,200 605,371 742,992
Development levies - 863,289 496,835
Government transfers for operating (Schedule 4) 1,628,009 2,004,804 1,871,453
26,929,693 28,420,000 28,623,403
Expenses (Schedule 5):
Legislative 421,288 411,161 367,949
Administration 4,689,102 4,942 565 5,003,586
Protective services 7,747,818 7,810,412 7,213,074
Road, streets, walks and lighting 9,141,559 9,151,237 8,812,451
Family and community support 2,036,720 2,116,414 2,274,708
Planning and developmesnt 2,911,664 2,484,081 2,880,948
Parks and recreation 3,436,536 3,759,217 3,394,969
Cuiture 564,810 £690,974 680,266
Loss (gain) on disposal of tangible capital assets - 64,215 {40,515)
31,049,497 31,430,276 30,587,436
(Shortfall) of revenue over expenses,
before other items (4,119,804) (3,010,276) (1,964,033)
Other:
Contributed tangible capital assets - 2,773,561 4,918,797
Government transfers for capital (Schedule 4) 16,788,099 5,424,402 4,140,711
Contribution of tangible capital assets to k
related party {note 25) {1,000) (2,839,107) (3,727,418)
Subsidiary operations {note 24) - {710,406) 3,840,917
Excess of revenue over expenses 12,667,295 1,638,174 7,208,974
Accumulated surplus, beginning of year (note 17) 191,828,642 199,037,516 191,828,542

Accumulated surplus, end of year (note 17)

$204,495,837 $200,675,690 $199,037,516

See accompany notes to financial statements.




CITY OF CHESTERMERE

Statement of Change in Net Financial Assets

Year ended December 31, 2018, with comparative figures for 2017

Budget 2018 2017

Excess of revenue over expenses

Acquisition of tangible capital assets
Contributed tangible capital assets
Proceeds on disposai of tangible capital assets
Amortization of tangible capitat assets
Loss (gain) on disposal of tangible capital assets
Contribution of tangible capital assets to

related party {note 25)

(note 27)
$ 12,667,295 $ 1,638,174 § 7,208,974

(37.129,800)  (7.204,830)  (7.644,280)
= (2,773,561)  (4,918,797)

- 4,927 52,865
6,269,697 6,940,190 6,689,844
- 64,215 {40,515)

1,000 2,839,107 3,727,418

(30,859,103) (129,952) _ (2,133,465)

{Increase) in prepaid expenses - (35,606) {19,630)
Decrease {increase) decrease in other assets - 61,300 {61,100)
- 25,694 {80,730)

{Decrease) increase in het assets

Net financial assets, beginning of year

(18,191,808) 1,533,916 4,994,779
83,919,241 83,919,241 78,924,462

Net financial asseis, end of year

$ 65,727,433 § 85453,157 § 83,919,241

See accompanying notes to financial statements.




CITY OF CHESTERMERE

Statement of Cash Flows

Year ended December 31, 2018, with comparative figures for 2017

2018 2017
Cash provided by {used in):
Operating activities:
Excess of revenue over expenses $ 1,638,174 $ 7,208,974
Nan-cash items included in excess of revenue over expenses:
Amottization of tangible capital assets 6,940,190 6,689,844
{Gain) loss on disposal of tangible capital assets 64,215 (40,515)
Contributed tangible capital assets (2,773,561) (4,918,797)
Contribution of tangible capital assets to related party
(note 25) 2,839,107 3,727,418
Changeas in non-cash working capital:
Decrease (increase) in taxes and grants in place
of taxes receivable 82,986 57,943
(Increase) in trade accounts receivable (67,488) (787,923)
Decrease (increase) in property tax under-levy 114,564 (72,608)
Decrease (increase) in goods and services tax receivable 71,332 {125,439)
(Increase) in land held for resale (1,016,162) (73,324)
(Increase) in prepaid expenses {35,606) (19,630)
Decrease (increase) In other assets 61,300 {61,100)
(Increase) decrease in accounts payable and
accrued liabilities (123,413) 2,469,201
(Decrease) in deposit liabilities {165,923) {69,694)
Increase in deferred revenue 8,319,902 112,705
15,949,617 14,097,055
Capital activities:
Acquisition of tangible capital assets {7,204,830) {7,644,280)
Proceeds on disposal of tangible capital assets 4,927 52,865
(7,199,903) {7,591,415)
investing activities:
(Increase) in investments {9,388,799) {1,174,305)
(Increase) decrease in investments in government enferprises 710,406 {3,840,917)
{(8.678,393) {5,015,222)
Financing activities:
Increase {decrease) In Due o
Chestermere Utilities Incorporated (62,640) 80,243
Decrease in agreements receivable {note 5) 110,829 107,310
Long-term debt repaid (1,058,184} {2,236,931)
(1,009,995) (2,049,378)
{Decrease) in cash during the year {938,674) {558,960)
Cash, beginning of year 3,081,327 3,640,287
Cash, end of year $ 2,142,653 $3,081,327

See accompanying notes to financial statements.




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

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 Board of CPA Canada.
Significant accounting policies adopted by the City are as follows:

()

Reporting entity:

The financial statements reflect the assets, labilities, revenue and expenditures, changes in
net financial assets and change in financial position of the reporting entity. This enfity is
comprised of the municipal operations plus all the organizations that are owned or confrolled
by the City and are, therefore, accountable to the City Council for the administration of their
financial resources.

Chestermere Utilities Incorporated (“CUI"), a subsidiary corporation controlled 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
modified 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 controlled by the Municipal Council.

The statements exclude trust assets that are administered for the benefit of external parties.
interdepartmental and organizaticnal 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 earned 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 therean restricted by agreement or legislation are
accounted for as deferred revenue until used for the purpose specified.

Government transfers, confributions and other amounts are received from third parties
pursuant to legistation, 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

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

1. Significant accounting policies (continued):

{c)

()

(f)

{9)

Use of estimates:

The preparation of financial statements in conformity with Canadian public sector accounting
standards requires managemont 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
usefu! 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
amottized 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 under-levy:

Qver-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 incutred to provide
infrastructure such as roads, sidewalks and street lighting are recorded as fixed assets under
their respective function.

Tax revenue:

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
property tax revenue.




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

1. Significant accounting policies (continued):

(h) Liability for contaminated sites:

(i)

()

(k)

Contaminated sites are a result of contamination being infroduced 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
fo sites that are not in productive use and sites in preductive 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:

« an environmental standard exists;

+ contamination exceeds the environmental standard;

the City is directly responsible or accepts responsibility;

« the City expects future economic benefits will be expended; and
« areasonable estimate of the liability amount can be made.
Government transfers:

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 transfer occur, providing the transfers are authorized, any
eligibility criteria have been met by the City, and reasonable estimates of the amounts can be
determinied. K

Equity in invesiments:

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

Non-financial assets:

Non-financial assets are not available to discharge existing liabilittes 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-financial 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, 2018, with comparative figures for 2017

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
aver the estimated useful life as follows:

Years

Land improvements 15-45
Bulldings 25-50
Engineered structures — Roadway system 5-60
Machinery and equipment 5-40
Vehicles 10-25
There is an amortization charge in the year of acquisition and no amottization charge in
the year of disposal. Assets under construction are not amortized until the asset is
available for productive use.

(i} Contributions of tangible capital assets:
Tangible capital assets received as contributions are recorded at fair value at the date of
receipt and are recorded as other revenue.

(i) 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 o expenses as incurred.

(iv) Inventories:

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

(I} Asset ratirement obligation

In August 2018, the Public Sector Accounting Board issued this accounting standard that
addresses the reporting of legal obligations associated with the retirement of tangible
capital assets. This new standard takes effect for annual reporting periods beginning on
or after April 1, 2021, with earlier adoption permitted. The City has indicated it will adopt
this new standard as of September 1, 2021.




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

1. Significant accounting policies (continued}):
(1) Asset retirement obligation {continued):

Management is currently evaluating the impact of this standard on the consolidated

financial statements of the City.

2, Cash:
2018 2017
Petty cash $ 800 $ 800
Cash 2,141,853 3,080,527
§ 2,142,653 $ 3,081,327

The City has an available operating foan of $2,500,000, bearing interest at the bank’s prime
rate with an effective rate of 3.20%, of which $2,500,000 remained unused at December 31,

2018 and 2017. This operating loan is unsecured.

3. Taxes and grants in place of taxes receivable:

2018 2017

Current taxes and grants in place of taxes ~$ 1,089,027 $ 1,167,362
Taxes in arrears 475,742 442,021
Local improvement levies 240,344 278,716
$ 1,805,113 $ 1,888,099

4. Trade accounts receivable:

2018 2017

Accounts receivable — other $ 2,933,837 $ 2,219,823
Offsite levies receivable 410,677 1,011,793
Mortgages receivable 210,514 255,924
$ 3,555,028 $ 3,487,540




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

4. Trade accounts receivable (continued}):

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 lrrigation District, These mortgages receivable mature
between 2019 and 2035 and bear interest at varying rates.

5. Agreements receivable:

2018 2017

Alberta Capital Finance Authority (“ACFA") — Great Plains
Debenture (note 13) $ 2,082,408 $ 2,193,237
Chestermere Utilities Incerporated — promissory note 554,427 554,427
2,636,835 2,747,664
Less; current portion {114,464) (665,256)
§ 2,522,371 $ 2,082,408

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

Principal Interest Total

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
2023 130,234 51,047 181,281
Thereafter 1,471,301 250,872 1,722,173
$ 2,082,408 $ 546,170 $ 2,628,578

The CUI promissory note recsivable relates to the ACFA debenture that was assigned to CUl on
December 13, 2013. The ACFA dehenture consists of a long-term financing arrangement
between the City and AGFA 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 amended
during the year to bear interest at an annual compounding rate of 2.44% and expires on
December 31, 2023,

10




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

6.

Investments:

2018 2017
Royal Bank of Canada Stripped Bond maturing 2021 with
interest rate of 3.45% $ 3,282,183 $ 3,198,852
Taronto Bominion Bank Flat Rate Deposit Note maturing
2031 with interest rate of 4.86% 2,893,647 2,917,442
CIBC Flat Rate Deposit Note maturing 2025 with interest
rate of 2.25% 2,890,000 2,890,000
Toronto Dominion Bank Flat Rate Deposit Note maturing
2025 with interest rate of 2.69% 2,295,983 2,480,301
Bank of Nova Scotia Stripped Bond maturing 2022 with
interest rate of 2.58% - 2,143,572
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 2029 with
interest rate of 3.22% 1,963,445 1,963,865
Taronto Dominion Bank Flat Rate Deposit Note maturing
2021 with interest rate of 6.63% 1,741,707 1,804,355
Bank of Nova Scotia Fixed Flat Rate Deposit Note
maturing 2027 with interest rate of 2.58% - 1,399,133
Toronto Dominion Bank note maturing 2022 with a rate of
return indexed to Canadian Index Low Volatility 1,234,100 1,234,100
Bank of Montreal Deposit Note maturing 2022 with a rate
of return indexed on S&P/TSX 1,200,000 1,200,000
Bank of Montreal Deposit Note maturing 2027 with
dividend growth index 1,070,000 1,070,000
Bank of Nova Scotia maturing 2023 with a rate of return
indexed on S&P/TSX 1,000,000 1,000,000
Bank of Nova Scotia maturing 2023 with a rate of return
indexed on S&P/TSX 2,000,000 -
Bank of Montreal maturing 2027 fixed 2022
at 2.57%, floating 1,991,760 -
Bank of Montreal Deposit Note maturing 2028
fixed 2021 at 3.32%, floating 1,986,386 -
Bank of Nova Scotia Fixed Fiat Rate Deposit Note
maturing 2027 with interest rate of 2.58% 1,982,826 -
CIBC Deposit Note maturing 2028 fixed 2023 at
3.45%, floating 1,976,102 -
$31,508,139 $25,301,620
Short term
CIBC Flexible GIC 5,000,000 —
CIBC Wood Gundy Cash Account 440,174 32,991
Renaissance High Interest Savings Account 550 2,225,453
Total investments $36,948.863 $27.560.064

11




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

6. Investments (continued):

The City of Chestermere holds funds that are restricted in their use and are to be ulilized as
funding for capital projects and to meet trust obligations. Since the projects have not been
completed for which the funding has been received, $17,519,426 (2017 - $9,348,374) of the
investment funds are not available for general use by the city. During the year, the City incurred
an unrealized loss on investments of $830,840 (2017 - $358,487).

7. lnvestment in government enterprise:

2018 2017

Chestermere Utilities Incorporated ~ 100% ownership:
Common voting shares (56,050,123 shares) $ 56,050,123 $ 56,050,123
Cumulative share of earmings 10,718,435 11,428,841

$ 66,768,558 $ 67,478,964

8. Accounts payable and accrued liabilities:

2018 2017
Trade accounts payable " $ 2,138,777 $ 2,076,665
Accrued liabilities 1,528,323 1,676,884
Accrued vacation, sick leave, and short-term disability
benefits payable 973,118 1,001,985
Accrued interest payable 62,671 72,100
Other payable 1,332 —
$ 4,704,221 $ 4,827,634

The sick leave and short term disability payable represents the liability based on the City's recent
years' experience, The vacation liabilily represents the vacation that employees have earned
and are entitled to within the next budgetary vear.

12




CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

9. Due to Chestermere Utilities Incorporated:

2018 2017
Due toffrom CUI $ 32,566 $ 6,180
Due toffrom CUI - offsite levies {653,032) (689,286)

$ (620,466) $ (683,106)

Amounts due to Chestermere Utilities Incorporated includes an amount payable of $620,466
(2017 - $683,106) which is unsecured, non-interest bearing and repayable on demand.

10. Deposit liabilities:

2018 2017

Security deposits $ 2,387,780 $ 2,653,713

The amount disclosed as Deposit Liabilities represent security deposits held by the City.

11. Deferred revenue:

2018 2017

Municipal Sustainability Initiative — capital $ 12,021,106 $ 3,409,100
Federal Gas Tax Fund 1,600,620 1,054,575
Other deferred revenue 1,096,766 1,903,017
Deferred operating grants 394,874 426,772
$ 15,113,366 $ 6,793,464

(a) 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 includes operating, capital and affordable housing
components. The balance represents funds brought forward from 2017 of $3,409,100, plus
grant funds received in the current year of $10,943,279, plus accrued interest of $41,573,
less $2,331,273 recognized as revenue in 2018,
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

11. Deferred revenue (continued):

{b) Federal Gas Tax Fund:

The Federal Gas Tax Fund 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 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 2017 of
$1,054,575, plus grant funds received in the current year of $1,121,338, plus accrued interest
of $22,589, less $575,293 recognized as revenue in 2018.

All of the unexpended funds held in deferred revenue are supported by investments as

outlined in Note 6.

12. Contaminated site liability:

Effective January 1, 2015, the City adopted PS3260, Liability for Contaminated Sites. The City
did not identify any financial liabilities in 2018 (2017 - $nil) as a result of adopting this standard.

13. Long term debt:

2018 2017
Debenture — CRCA operating $ 295431 $ 327,236
Debenture — City hall building 1,846,568 2,103,461
Debenture — Police building 3,365,403 3,978,956
Debenture — Public Works building and addition 429,239 460,179
Debenture — Waed Harvestors 118,673 131,837
Tax supported debentures 6,055,314 7,001,669
Taoronto Dominion loan 7,500,000 7,500,000
Self-supported debentures (note 5) 2,082,408 2,193,237
Western Irrigation District Scholarship 4,000 5,000
Capital lease - —
15,641,722 16,699,906
Less: Current portion {1,807,0886) {1,068,183)
$ 13,834,636 § 15,631,723
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

13. Long term debt (continued):

Principal and interest repayment are due as follows:

Principal Interest Total

2019 $ 1,807,086 $ 497,280 $ 2,304,366
2020 1,848,967 437,109 2,286,076
2021 1,892,561 375,226 2,267,787
2022 1,937,942 311,556 2,249,498
2023 1,984,136 246,019 2,230,155
Thereatfter 6,171,030 659,616 6,830,646
$15,641,722 § 2,526,806 $18,168,528

Debenture debts, including self-support 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 2023 to 2033. The weighted average interest rate is 3.85% (3.84% for
2017). Debenture debt is issued on the credit and security of the City of Chestermere at large.

The Toronto Dominion loan bearing interest at prime less 1.00% with an effective interest rate of
2.95% per annum, repayable in monthly interest payments plus annual principal payments of
$10,000 untit December 31, 2018, at which time the loan converts to a ten year amortization 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 $14.0 million. The Toronto Dominion loan facility was established bearing
interest at prime 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 a ten
year amortization with monthly blended principal and interest payments. The Toronto Dominion
foan facility is unsecured. As at December 31, 2018 there were no funds drawn on the debt
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.
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

14. Debt 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 Chestermere be disclosed as follows:

2018 2017
Total debt limit $ 42,630,001 $ 42,935,103
Total long term debt (note 13) (15,641,722) (16,699,906)
Unused total debt limit capacity $§ 26,988,279 $ 26,235,197
Debt service limit $ 7,105,000 $ 7,155,850
Debt servicing (note 13) (2,304,3686) {1,554,293)
Unused service on debt limit capacity $ 4,800,634 $ 5,601,557

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 City. 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. Tangible capital assets:

2018 2017
Land $ 24,276,453 $ 23,598,531
Land improvements 10,446,986 9,995,561
Buildings 20,437,603 21,048,013
Engineered structure — roadway system 51,242 969 52,056,659
Machinery, equipment and furnishings 5,940,363 5,500,801
Vehicles 2,751,180 2,766,037

$115,095,5654 $ 114,965,602
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

16. Equity in tangible capital assets:

2018 2017
Tangible capital assets (Schedule 2) $176,866,935 $ 169,845,903
Accumulated amortization (Schedule 2) {61,771,381) {54,980,301)
Long-term debt {note 13) (15,641,722) {16,699,906)
Operating portion of long term debt 9,877,837 10,020,473

$109,331,669 $ 108,286,169

17. Accumulated surplus:

Accumulated surplus consists of restricted and unrestricted amounts and equity intangible capital
assets as follows:

2018 2017

Unrestricted surplus $ 69,978,912 $ 69,413,272
Restricted surplus accounts:

General Stabilization 6,279,125 6,335,072

Municipal New Capital Projects 974,161 3,391,828

Infrastructure Lifecycle, maintenance and replacement 4,342,898 3,053,329

Special projecis : 9,249,850 8,430,272

Off-site levy ’ 519,075 127,674

21,365,109 21,338,075

Equity in tangible capital assets {note 16) 109,331,669 108,286,169

$200,675,690 $ 199,037,516

18. 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).
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

19.

20.

Trust funds:

2018 2017

Trust funds $ 17.620 $ 4,156

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 liabllities. Neither the assets nor the liabilities are recorded on the Statement of
Financial Position.

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:

2018 2017
Benefits and

Salary®  allowance® Total Total
Mayor Chaimers 5 65000 § 11,768 $ 76,768 $ 15,663
Mayor Matthews - - 69,561
Councillor Bold E 30,530 5,488 36,018 L8,521
Councillor Burness 31,471 3,852 35,323 8,496
Councillor Davies - - - 29,260
Coungcillor Foat 32,099 10,883 42,982 13,714
Councillor Hutchison - — — 26,8985
Councilior Massig 30,048

Councillor Narayan 30,530 6,583 37,113 8,934

Coungillor Smith - 33,489
Councillor Steeves — - - 28,272
Councillor Wagner 30,530 2,704 33,234 8,518
Councillor Watson - - - 28,769
Councillor Young 33,020 6,575 39,595 8,509
Chief Administrative Cfficers 275,077 53,023 328,100 284,570

$ 528257 $ 100,876 $ 629133 § 601,219
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

20.

21.

22,

Salary and benefits disclosure {continued):
(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
(E), health care, dental coverage, vision coverage, group life insurance, accidental
disability/dismemberment insurance, long and short term disability plans, professional
memberships, tuition, conferences, travel & subsistence, cellular phone, computer/laptops,
clothing, mileage and moving expenses.

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 260,000
people. The LAPP is financed by employer and employee contributions and investment earnings
of the LAPP Fund.

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

The City Is required to make current service contributions to the LAPP of 10.39% of pensionable
earnings up to the year's maximum pensionable earnings under the Canada Pension Plan and
14.84% on pensionable earnings above this amount. Employees of the City are required to make
current service contributions of 9.39% of pensionable salary up to the year's maximum
pensionable salary and 13.84% on pensionable salary above this amount.

Total current service contributions by the City to the LAPP in 2018 were $1,008,318 (2017 -
$1,108,217). Total current service contributions by the employees of the City to the LAPP in
2018 were $921,455 (2017 - $1,020,302).

At December 31, 2017, the LAPP disclosed an actuarial surplus of $4.836 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
Western Irrigation District annual payments on or before August 1 of each year in perpetuity.
These payments are expected to remain consistent subject only to changes based on the
Consumer Price Index realized in each respective year, and the payment in 2019 is expected
to be $480,780 (2018 payment was $457,749).
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

22. Commitments {continued):

23.

During 2009, the City entered info an agreement with the County for the annexation of land from
the County. Under this agreement, the City is required to remit $265,795 per year fo the County
until 2019.

The City has operating leases for vehicles. The leases require monthly payments and expire by
February 2023.

Future minimum lease payments as at December 31, 2018, are as follows:

2019 $ 134,690
2020 82,135
2021 44,054
2022 14,075
2023 2,276

$ 277,230

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.

The City has been named as a defendant in a claim by several City residents -‘regarding West
Chestermere Drive curbs and sidewalk issues. At present, the outcome is not determinable. The
amount of any future settlement would be accounted for as a current fransaction in the year of
settlement.
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

24, Subsidiary operations:

Chestermere Utilities Incorporated was established in 2011 by the City to provide water,
wastewater, stormwater, garbage collection and recycling services to the City. CUI is a wholly
owned subsidiary of the City. Effective January 1, 2018, the wholly owned subsidiary adopted
IFRS 15, Revenue from contracts with customers, which has resulted in changes in the wholly
owned subsidiaries accounting for revenue associated with contributed assets and off site levies.
The adoption had no significant impact on the CUI financial statements at the date of adoption,
January 1, 2018. However, going forward, as more fully described in the financial statements of
CUI, contributions relating to property and equipment will be recognized as revenue over the
useful lives of those assets.

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

2018 2017
Financial position:
Current assets $ 3,633,923 $ 9,045,613
Derivative financial instruments 141,020 75,819
Property and equipment 105,144,374 98,159,661
intangible assets 5,057,671 4,194,622
113,976,288 111,475,715
Current liabilities 5,146,022 9,580,418
Deferred revenue 3,021,923 1,183,096
Long-term debt 32,656,490 26,759,130
40,824,435 37,522,644
Shareholder’s equity $ 73,152,553 $ 73,953,071
Results of operations:
Revenue $ 13,881,664 $ 17,579,497
Amortization (2,600,407) (2,272,313)
Financing costs (790,883) (257,141)
Operating expenses (11,265,981) {11,218,730)
Other income 65,201 9,604
Total comprehensive income § (710,406) $ 3,840,917
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figures for 2017

25.

26.

Related party transactions:

The following summarizes the related parly transactions between the City and CUL  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 related
parlies.

2018 2017
Statement of Financial Position:
Agreements receivable $ 2,636,835 $ 2,747,664
Due to Chestermere Utilities Incorporated 620,466 683,106
Statement of Operations:
Sales of goods and user charges — general administratve  $ 22,175 $ 34,535
Sales of goods and user charges — office space rental
revenue 48,000 48,000
Contracted and general services — utilities expense 135,240 146,122
Contribution of tangible capital assets (Schedule 2) 2,839,107 3,727,418

The summary of specific fransactions with CUls not intended to be representative of all
transactions undertaken with the corporation, but is intended to identify only specific transactions
that management has identified to the users of these consolidated financial statements,

Financial instruments:

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

(2) 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 their financial instruments.
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CITY OF CHESTERMERE

Notes to Financial Statemenis

Year ended December 31, 2018, with comparative figures for 2017

26. Financial instruments (continued):
(bYy Credit risk:

The City of Chestermere 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 Gity of Chestermere provides services may experience financial difficulty and be
unable to fulfill their obligations. The large number and diversity of taxpayers and customers
minimizes the credit risk.

27. Budget data:

The 2018 operating and capital budgets for the City were approved by Council on April 16th and
May 7th, 2018, respectively, and have been reported in the consolidated financial statements for
information purposes only. These budgeted amounts have not been audited, reviewed, or
otherwise verified.

The approved budget confained restricted surplus transfers, capital additions and principal
payments on debt as expenditures. Since these items are not included in the amounts reported
in the consolidated financial statements, they have been excluded from the budget amounts
presented in these financial statements.
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CITY OF CHESTERMERE

Notes to Financial Statements

Year ended December 31, 2018, with comparative figufes for 2017

27.

28.

Budget data (continued);

Reconciliation of Budget per Financial Statement to Balanced Budget as per Legislation:

Budget Actual

Excess of revenue over expenses $12,667,295 $ 1,638,174
Less:

Capital expenditures (37,129,800) {7,204,830)

Long-term debt repayments {915,552) {1,058,184)

Transfers to restricted surplus (2,462,537) {4,013,285)

Contributed tangible capital assefs - {2,773,561)
Add:

Amortization 6,269,697 6,940,190

Long-term debt proceeds 15,514,000 —

Third party contributions to capital 201,000 —

Transfers from restricted surplus 5,854,897 3,986,251

Contributed tangible capital assets {o related party 1,000 2,839,107
Balanced budget / excess of revenue over expenses $ — $ 353,862
items not budgeted:

Subsidiary operations $ - $ 710,406

Praoceeds on disposal - 4,927

{Gain) loss on disposal - 64,215

$ - $ 1,133,410

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, 2018, with comparative figures for 2017
Equily in
tangible
Unrestricted Restricted capital
surplus surplus assets 2018 2017
Balance, beginning of year $69,413,272  § 21,338,075  $108,286,169 $199,037,516  $191,828,542
Excess of revenue over expenses 1,638,174 - - 1,638,174 7,208,974
Unrestricted funds designated for
future use (2,186,913) 2,186,913 - - -
Current year funds used for tangible
capital assets {5,044,951) (2,159,879) 7,204,830 - -
Contributed tangible capital assets (2,773,561) - 2,773,561 - -
Disposal of tangible capital assets 71,144 - (71,144) - -
Annual amortization expense 6,940,180 - (6,940,190) —
Capital [ang-term debt repaid {917 550) - 917,550 - -
Contribution of tangible capital
assets to related patty (hote 25) 2,839,107 - (2,839,107) — -
Change in accumulated surplus 565,640 27,034 1,045,500 1,638,174 7,208,974
Balance, end of year $69,978,912  § 21,365,109  $109,331,669 $200,675,600  $189,037,516
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CITY OF CHESTERMERE

Taxes lLevied Schedule 3
Year ended December 31, 2018, with comparative figures for 2017
Budget 2018 2017
{hote 27)
Taxation:
Real property taxes $19,857,316 $209,358,442 $ 28,538,189
Linear property iaxes - 223,088 216,490
19,857,316 29,581,530 28,754,679
Requisitions:
Alberta School Foundation Fund - 9,471,919 9,315,142
Net municipal taxes $19.857 316 $20,109,6711 $ 19,438,537

27




CITY OF CHESTERMERE

Government Transfers Schedule 4

Year ended December 31, 2018, with comparative figures for 2017

Budget 2018 2017
(note 27)

Transfers for operating:
Provincial government $ 1,489,113 $ 1,924,804 $ 1,769,568
Other local governments 128,896 80,000 101,885
1,628,009 2,004,804 1,871,453

Transfers for capital:

Provincial government 16,788,099 4,675,087 3,501,093
Federal government - 749,315 639,618
16,788,089 5,424,402 4,140,711
Total government transfers $18,416,108 $ 7,429,206 $ 6,012,164

28




CITY OF CHESTERMERE

Expenses by Object Schedule 5
Year ended December 31, 2018, with comparative figures far 2017
Budget 2018 2017
{(note 27)
Expenses by object:
Salaries, wages and benefits $13,483,608 $ 13,504,478 $ 13,539,665
Amortization of tangible capital assets 6,150,273 6,940,180 6,689,844
Materials, goods, supplies and utilities 5,139,909 5,746,201 5,189,715
Contracted and general services 4,051,598 4,158,923 4,235,073
Transfers to individuals and organizalions 649,081 725,841 649,277
Interest on long-term debt 308,543 264,217 301,870
Bank charges and short term interest 123,276 26,211 22,707
(Gain) loss on disposal of tangible capital
assets - 64,215 {40,515)
Total expenses $30,806,288 $ 31,430,276 $ 30,587,436
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