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External audit results

Overview

The purpose of this Audit Findings Report is to
assist Council in the review of the results of our
audit of the consolidated financial statements of
the City of Fort Saskatchewan (the “City"”) as at
and for the year ended December 31, 2014.

This Audit Findings Report builds on the Audit Plan
we presented to Council on February 10, 2015.

Audit status

We have completed the audit of the consolidated
financial statements of the City, with the exception
of the following:

e completing our discussions with Council (“the
Council”);

e obtaining evidence of the Council’s
acceptance of the consolidated financial
statements;

® obtaining a signed management
representation letter.

Our independent auditors’ report will be dated
upon the completion of any remaining procedures
(expected April 28, 2015).

We will also report separately on the following:
e  Municipal Financial Information Return;

e  FCSS special reporting; and

e LAPP reporting.

In addition, we have also been engaged by and
have provided a separate independent auditors’
report for the City of Fort Saskatchewan Public
Library for the year ended December 31, 2014

(approved April 6, 2015).

Changes from the Audit Plan

There have been no significant changes regarding
our audit from the Audit Planning Report
previously presented to you.

Areas of audit focus

Our Audit Planning Report outlined a number of
areas of audit focus. These areas included:

e Recognition of revenue amounts subject
to external restrictions

e Completeness of accounts payable and
accrued liabilities

e  Accuracy and valuation of contributions of
tangible capital assets

e Accuracy, existence and completeness of
tangible capital assets

e Completeness and accuracy of
environmental obligations and other
contingencies

e Potential for management override of
controls

We are satisfied that our audit work appropriately
addressed the areas of audit focus.
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External audit results (continued)

Audit adjustments and
differences

During our audit, we identified certain corrected
adjustments which are summarized in the "Audit
adjustments and differences’ section of this report
and in management'’s representation letter
included in the Appendices. We did not identify
differences that remain uncorrected.

Financial statement
presentation and disclosure

The presentation and disclosure of the
consolidated financial statements are, in all
material respects, in accordance with the City’s
relevant financial reporting framework.

We worked with management to enhance certain
financial statement disclosures. All significant
recommendations we provided were incorporated
by management in the final consolidated financial
statements.

We also identified certain matters which we
believe would enhance the City’s financial
statement presentation and disclosures in 2015
and beyond. Our observations have been provided
to management for their consideration.

Significant account policies
and practices

Significant accounting policies and practices are
disclosed in Note 1 to the consolidated financial
statements.

In addition, Note 1(i) to the consolidated financial
statements describes future accounting standards
which may impact the City's reporting in future
years. We would like to draw attention to
Canadian Public Sector Accounting Standards
PS3260 - Liability for Contaminated Sites, which
will be effective for the City's December 31, 2015
year end. The City will need to ensure it has an
appropriate implementation plan established and
executed prior to December 31, 2015.

Critical accounting
estimates

Overall we are satisfied with the reasonability of
critical accounting estimates in the City's
consolidated financial statements.

Critical accounting estimates that are subject to
uncertainty have been described in the notes to
the consolidated financial statements.

We identified, in the course of our financial
statement audit, no indications of management
bias in the significant accounting estimates.

Control and other
ohservations

We have identified certain matters in the ‘Control
and other matters’ section of this report during the
course of our audit which we bring to your
attention. We are satisfied that none of these
matters impact our auditors’ report.

Additionally, as part of our current year audit, we
followed up on the current status of control and
other matters raised as part of our 2013 external
audit. As detailed later in our Report, resolution of
these matters should remain a priority in 2015.

Independence

We are independent with respect to the City
within the meaning of the relevant rules and
related interpretations prescribed by the relevant
professional bodies in Canada and any applicable
legislation or regulation.
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Audit adjustments and differences

Audit adjustments and
differences identified
during the audit have been
categorized as corrected
audit adjustments; or
uncorrected audit
differences. These include
disclosure adjustments
and differences.

Although the uncorrected
differences have no effect
on our auditors’ report,
these uncorrected
differences or the
underlying matters
regarding adjustments or
differences (e.g., control
deficiencies) could
potentially cause future
annual or interim
consolidated financial
statements to be
materially misstated or
have an implication on the

financial reporting process.

Any relevant implications
of such misstatements on
the City’s ICFR are
discussed in “Control and
other matters”.

Corrected audit adjustments (materiality $1,700)

Management's representation letter includes all adjustments identified as a result of the audit, communicated to management and
subsequently corrected in the financial statements, including:

As at and year ended December 31, 2014 (000’s)

Operations Financial position
Annual Accumulated Net Non-financial
Description of misstatements greater than $85 individually surplus surplus, financial assets
(Decrease) opening assets Increase
Increase (Decrease) Increase (Decrease)
Increase (Decrease)
Upon final payment to the developer of the Sienna Boulevard project, the City (701) - - (701)
recognized an additional contributed asset from the developer. It was
determined that the final payment represented part of the TCA that was
financed by the City resulting in an overstatement of the City’s TCA and
contributed TCA revenue.
We noted two instances of differences between the internal engineering 3565 - - 3565
spreadsheets and the third party construction costs. This resulted in an
understatement of the City’s TCA and contributed TCA revenue.
We identified an unrecorded environmental liability, resulting in an (700) - (700) -
understatement of environmental liabilities and environmental expenses.
Total corrected adjustments — December 31, 2014 (1,046) _ (700) (346)

Uncorrected audit differences

We did not identify differences that remain uncorrected as at and year ended December 31, 2014.
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Control and other matters

Significant deficiencies and other matters

In accordance with

professional standards, Following is a summary of significant matters identified during our audit:

we are required to Matter KPMG Comments

disclose any control

deficiencies that we Consistency between As reported in prior years, in 2009 the City adopted a new financial statement accounting framework,

A 50 finan_cial statements_ C_anq(_iian public sector accounting s';andards, for its external financigl repqrting. This_ adoption resu_lteq in
and internal accounting  significant changes to the way certain matters were accounted for, including a requirement to capitalize and

significant (“significant records amortize Tangible Capital Assets (TCA) and changes to the way reserves and other surplus funds are

deficiencies”). reflected.

At the time of the initial adoption of the new accounting framework, the City did not restructure its
underlying accounting records to directly integrate with the new financial reporting. Instead, the City
implemented a new TCA model to track its TCA, and developed a manual reconciliation process between its
existing accounting records and the external financial statements.

Since 2009, we have continued to note instances where the lack of integration between day-to-day
accounting systems and external financial reporting has resulted in errors and required re-work by City staff
to ensure financial reporting is accurate and complete. The most significant matters relate to the underlying
accounting transactions for TCA and reserves, and these issues have recurred on an annual basis since
2009.

In the current year, we noted several corrected audit misstatements as documented in the “Audit
Misstatements” section of this report, all relating to the City’s TCA.

Recommendation: \We continue to recommend that the City review and restructure its internal accounting
records to ensure they align with the external reporting framework adopted in 2009. The new, or
restructured financial reporting system should be fully integrated with all aspects of the City, including
tangible capital asset management, thereby reducing the current manual processes required to reconcile and
record information from multiple systems.
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Control and other matters (continued)

Matter

KPMG Comments

Budget processes and
reporting in the City's
financial statements

As reported in prior years, accounting standards require the City to present a comparison of its actual
results, for the same scope of activities and on a consistent basis, for the period with those “originally
planned” on its statement of operations.

We understand that the City has established a budget process that is executed on an annual basis, however,
during our audit, we noted several significant inconsistencies in the way that budget information is
presented in the City's financial statements.

In addition, the City's items budgeted for, and therefore internal financial reporting is not aligned with its
external financial reporting framework. The City does not budget for multiple financial statement line items,
including but not limited to amortization of tangible capital assets, proceeds on disposal of tangible capital
assets, developer agreement and levies, and contributed tangible capital assets, which does not allow for an
accurate budget to actual financial statement comparison.

An effective budget takes into consideration total cost and anticipated timelines. During our audit, we noted
that various projects were approved in the budget and planned to be completed in the current budget year.
However, for a variety of reasons, some projects have fallen behind the planned schedule, resulting in
significant budget to actual variances. On an annual basis, the City should review the roll-forward capital
projects to ensure the budget appropriately reflects the anticipated changes to capital activity and required
cash flow.

The actual capital budget should only include costs that the City believes to be their best estimate of work
that will get completed during the year. If projects are behind, the capital budget should be updated to
reflect revised cash flows. Further, if projects are approved, but not expected to start until a future date, the
approved budget should not be included in the annual budgeted capital in the year they were approved.

Recommendation: \We continue to recommend that the City enhance its budget process to ensure that
both the operating and capital budgets are prepared on a basis consistent with its external financial reporting
and ensure that this information is provided to and approved by Council during its regular budget
deliberations. More specifically, the City should ensure that its capital budgets reflect the City's best
estimate of planned annual expenditures and that an appropriate budget for expected contributions of
tangible capital assets and annual amortization expense are developed.
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Control and other matters (continued)

Matter

KPMG Comments

Environmental Matters

Contributed tangible
capital asset recognition

Public Sector Accounting Standards, Section 3260 Liability for Contaminated Sites is effective for years
commencing on or after April 1, 2014. PS 3260 requires public sector organizations to identify and recognize
a liability for remediation that is normally the result of an asset and/or operation that is no longer in
productive use for which the government accepts responsibility, changes to environmental standards to
operations that are no longer in productive use, or unexpected events resulting in contamination.

We understand that the City has not yet established a plan to assess the potential implications of the
implementation of PS3260 for its December 31, 2015 year-end financial reporting.

In addition, during the audit it came to our attention that the City has a current liability related to future
remediation of an asset that was not initially recorded in the 2014 financial statements. A remediation study
supporting the liability was conducted by a third party consultant in February 2012. In 2014, the City
concluded that it would remediate the site and a liability should have been recorded. As documented in the
“Audit adjustments and differences” section of this report, this resulted in a $700 thousand adjustment to
record the environmental liability.

Recommendation: \We recommend that the City ensure it establishes an appropriate implementation plan
to identify potential environmental liabilities related to contaminated sites to support implementation of new
accounting standard PS3260 Liability for Contaminated Sites in the City’s December 31, 2015 consolidated
financial statements.

Currently, the City has an operating policy whereby the City will not recognize any contributed tangible
capital assets that have had a Final Acceptance Certificate (FAC) signed after June 30. This informal
operating policy was originally established because of a lack of reliable and readily available information from
developers.

As the City is potentially not recognizing contributed tangible capital assets for the full year (when
contributed after July 1), the tangible capital asset balance per the statement of financial position and the
contributed tangible capital asset balance per the statement of operations is potentially being understated.
We noted that the required information to record the assets is received upon the Construction Completion
Certificate (“CCC") issued by the developer and engineers. This document is issued two years before being
recorded (as FAC) by the City. As such, this information can be used to record all contributed assets in the
year.

Recommendation: \We recommend that the City implement a tracking policy whereby all contributed
tangible capital assets are captured within the City's financial records on a timely basis when responsibility
for those tangible capital assets is transferred to the City by the developers.
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Control and other matters (continued)

Matter

KPMG Comments

Accurate recording of
financial information —
Contributed assets

Accurate recording of
financial information —
Work in Progress

During our audit, we noted that the City did not appropriately match the balances from the internally
prepared engineering spreadsheets to third party (actual cost) invoices received from the developers on
contributed capital projects. In two instances, we noted that the contributed asset balances recorded in the
financial statements were understated when compared to the third party costs. As documented in the
“Audit adjustments and differences” section of this report, this resulted in a $354 thousand increase to
Contributed TCA and TCA balances in the current year financial statements.

Recommendation: \We recommend that the City implement a procedure whereby engineering structure
spreadsheets are reviewed and updated on a frequent basis, and all amounts entered into the spreadsheet
are linked to third party costs.

During the year, the City paid the Sienna Boulevard developer for a portion of a previously recorded
contributed asset that was actually financed directly by the City (therefore, not contributed). However, the
details of the transaction were not clear for City finance, and the City recorded an additional $701 thousand
of work in progress and contribution revenue in error.

This error and the entry was subsequently corrected by reducing the related revenue and WIP balances
respectively. As documented in the “Audit adjustments and differences” section of this report, this resulted
in a $701 thousand decrease to Contributed TCA and TCA balances in the current year financial statements.

Recommendation: \We recommend that the City review supporting documentation, and ensure all balances
agree to third party information prior to posting entries into the financial records. If supporting information is
not available, the City Finance department should communicate with the Engineering team to ensure
accurate recording of information.
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Appendix 1: Draft independent auditors’ report



KPMG LLP Telephone  (780) 429-7300

Chartered Accountants Fax (780) 429-7379
10125 - 102 Street Internet www.kpmg.ca
Edmonton AB TbJ 3V8

Canada

INDEPENDENT AUDITORS’ REPORT

To the Council of the City of Fort Saskatchewan

We have audited the accompanying consolidated financial statements of the City of Fort Saskatchewan
(“the City"), which comprise the consolidated statement of financial position as at December 31, 2014,
the consolidated statements of operations and accumulated surplus, changes in net financial assets and
cash flows for the year then ended, and notes, comprising a summary of significant accounting policies
and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian public sector accounting standards, and for such internal
control as management determines is necessary to enable the preparation of consolidated 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 consolidated financial statements based on our
audit. We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated 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 consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects the
consolidated financial position of the City as at December 31, 2014, and its consolidated results of
operations, its consolidated changes in net financial assets, and its consolidated cash flows for the year
then ended in accordance with Canadian public sector accounting standards.

DRAFT
Chartered Accountants

April 28, 2015
Edmonton, Canada

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides services to
KPMG LLP.

KPMG Confidential
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Appendix 2: Management representation letter



CITY OF

FORT SASKATCHEWAN

FORTSASK.CA

KPMG LLP

Commerce Place

10125-102 Street

Edmonton, Alberta T5JF3V8
Canada

April 28, 2015
Ladies and Gentlemen:

We are writing at your request to confirm our understanding that your audit was for the purpose of
expressing an opinion on the consolidated financial statements (hereinafter referred to as "financial
staternents™) of City of Fort Saskatchewan ("the Entity") as at and for the period ended December
31, 2014,

We confirm that the representations we make in this letter are in accordance with the definitions as
set out in Attachment I to this letter.

We confirm that, to the best of our knowledge and belief, baving made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves:

GENERAL:

1)  We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated
November 8, 2010, as amended on Qctober 31, 2011, January 29, 2013, and November 7,
2013, and January 9, 2015, for:

a) the preparation and fair presentation of the financial statements and believe that these
financial statements have been prepared and present fairly in accordance with the relevant
financial reporting framework

b) providing you with all relevant information, such as all financial records and related data
and complete minutes of meetings, or summaries of actions of recent meetings for which
minutes have not yet been prepared, of Council and committees of Council that may
affect the financial statements, and access to such relevant information

¢) such internal control as management determined is necessary to enable the preparation of

financial statements that are fre¢ from material misstatement, whether due to fraud or
error

engaged people, thriving cormunity
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d) ensuring that all transactions have been recorded in the accounting records and are
reflected in the financial statements

INTERNAL CONTROL OVER FINANCIAL REPORTING:

2)

We have communicated to you all deficiencies in the design and implementation or
maintenance of internal controt over financial reporting of which management is aware.

FRAUD & NON-COMPLIANCE WITH LAWS AND REGULATIONS:

3)

We have disclosed to you:

a) the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud

b) all information in relation to fraud or suspected fraud that we are aware of and that
affects the Entity and involves: management, employees who have significant roles in
internal control, or others, where the fraud could have a material effect on the financial
statements

¢) all information in relation to allegations of fraud, or suspected fraud, affecting the
Entity’s financial statements, communicated by employees, former employees,
rcgulators, or others

d) all known instances of non-compliance or suspected non-compliance with laws and
regulations, including all aspects of contractual agreements, whose effects should be
considered when preparing financial statements

e) all known actual or possible litigation and claims whose effects should be considered
when preparing the financial statements

SUBSEQUENT EVENTS:

4

All events subsequent to the date of the financial statements and for which the relevant
financial reporting framework requires adjustment or disclosure in the financial statements
have been adjusted or disclosed.

RELATED PARTIES:

5)

We have disclosed to you the identity of the Entity’s related parties and all the related party
relationships and transactions / balances of which we are aware and all related party
relationships and transactions / balances have been appropriately accounted for and disclosed
in accordance with the relevant financial reporting framework.

ESTIMATES:

6)

Measurement methods and significant assumptions used by us in making accounting
estimates, including those measured at fair value, are reasonable.
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NON-SEC REGISTRANTS OR NON-REPORTING ISSUERS:

7)  We confirm that the Entity is not a Canadian reporting issuer (as defined under any
applicable Canadian securities act) and is not a United States Securities and Exchange
Commission (“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 2002). We also
confirm that the financial statements of the Entity will not be included in the consolidated
financial statements of a Canadian reporting issuer audited by KPMG or an SEC Issuer
audited by any member of the KPMG organization,

MISSTATEMENTS:

8)  We approve the corrected misstatements identified by you during the audit described in
Attachment II.

Yours very truly,

CITY OF FORT SASKATCHEWAN

By: Mr. Kelly Kloss, City Manager

By: Ms. Susan Morrissey, Finance Director
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Attachment T — Definitions

MATERIALITY

Certain representations in this letter are described as being limited to matters that are material.
Misstatements, including omissions, are considered to be material if they, individually or in the
aggregate, could reasonably be expected to influence the economic decisions of users taken on the
basis of the financial statements. Judgments about materiality are made in light of surrounding
circumstances, and are affected by the size or nature of 2 misstatement, or a combination of both.

FRAUD & ERROR

Fraudulent financial reporting involves intentional misstatements including omissions of amounts
or disclosures in financial statements to deceive financial statement users.

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false
or misleading records or documents in order to conceal the fact that the assets are missing or have
been pledged without proper authorization.

An error is an unintentional misstatement in financial statements, including the omission of an
amount or a disclosure,

RELATED PARTIES

In accordance with Canadian accounting standards for the public sector (PSAB) related party is
defined as:

e when one party has the ability to exercise control or shared control over the other. Two or more
parties are related when they are subject to common control or shared control. Related parties
also include key management personnel and close family members,

In accordance with Canadian accounting standards for the public sector (PSAB) a related party
transaction is defined as:

e is a transfer of economic resources or obligations between related parties, or the provision of
services by one party to a related party. These transfers are related party transactions whether or
not there is an exchange of considerations or transactions have been given accounting
recognition. The parties to the transactions are related prior to the transaction, When the
relationship arises as a result of the transaction, the transaction is not one between related
parties.
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-corrected”.

~ Statement of Financial Position effect, iff . -

Annual surplus’

. Accumulated . Net -~ o
. surplus’ - ° financial,. Nonsfinancial | ..

Description opening .- - - ‘assets - - ' assets s
To adjust for incorrectly recerded asset in WIP and
contributed tangible capital asset revenue, B B (700.856) {700,856)
To record assets contributed in the current year that - - 354,885 354,885
were not accurately recognized.
To record environmentat liability not prevoiusly - {700,000} - {700,000)
recorded.
TOTAL CORRECTED AUDIT DIFFERENCES $ - $ (700,000) % (345,971)| § {1,045,971)

"Increase (Decrease)
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Appendix 3: Background and professional standards

Internal control over financial reporting

As your auditors, we are required to obtain an understanding of internal control over financial reporting (ICFR) relevant to the preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances for the purpose of expressing an opinion on the
consolidated financial statements, but not for the purpose of expressing an opinion on internal control. Accordingly, we do not express an opinion on the effectiveness of
internal control.

Our understanding of ICFR was for the limited purpose described above and was not designed to identify all control deficiencies that might be significant deficiencies and
therefore, there can be no assurance that all significant deficiencies and other control deficiencies have been identified. Our awareness of control deficiencies varies with
each audit and is influenced by the nature, timing, and extent of audit procedures performed, as well as other factors.

The control deficiencies communicated to you are limited to those control deficiencies that we identified during the audit.
Documents containing or referring to the audited consolidated financial statements

We are required by our professional standards to read only documents containing or referring to audited consolidated financial statements and our related auditors’ report
that are available through to the date of our auditors’ report. The objective of reading these documents through to the date of our auditors’ report is to identify material
inconsistencies, if any, between the audited consolidated financial statements and the other information. We also have certain responsibilities, if on reading the other
information for the purpose of identifying material inconsistencies, we become aware of an apparent material misstatement of fact.
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KPMG LLP, an Audit, Tax and Advisory firm (kpmg.ca) and a Canadian limited liability partnership established under the laws of Ontario, is the Canadian member firm of KPMG International
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© 2014 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG
International”), a Swiss entity. All rights reserved.

The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International.



cITYy O

F
FORT SASKATCHEWAN
Consolidated Financial Statements of

City of Fort Saskatchewan
Year Ended December 31, 2014



TABLE OF CONTENTS

Management's Responsibility for the Consolidated Financial Statements
Independent Auditors' Report
Consolidated Statement of Financial Position
Consolidated Statement of Operations and Accumulated Surplus
Consolidated Statement of Changes in Net Debt
Consolidated Statement of Cash Flows
Schedules:
1 - Net Municipal Taxes
2 - Consolidated Expenses by Object

Notes to the Consolidated Financial Statements

|7?
o
(¢}

AN L AW N -

N



MANAGEMENT'S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The accompanying consolidated financial statements of the City of Fort Saskatchewan (City) are the responsibility of
the City's management and have been prepared in compliance with legislation, and in accordance with Canadian
public sector accounting standards. The preparation of financial statements necessarily involves the use of estimates
based on management's judgment, particularly when transactions affecting the current accounting period cannot be
finalized with certainty until future periods.

The City's management maintains a system of internal controls designed to provide reasonable assurance that assets
are safeguarded, transactions are properly authorized and recorded in compliance with legislative and regulatory
requirements, and reliable financial information is available on a timely basis for preparation of the consolidated
financial statements. These systems are monitored and evaluated by management.

Council met with management and the external auditors to review the consolidated financial statements and discuss
any signifcant financial reporting or internal control matters prior to their receipt of the consolidated financial
statements.

The consolidated financial statements have been audited by KPMG LLP, independent external auditors appointed by
the City. The accompanying Auditors' Report outlines their responsibilities, the scope of their examination and their
opinion on the City's consolidated financial statements.

Kelly Kloss Brenda Rauckman
City Manager General Manager, Corporate and Protective Services
April 28, 2015 April 28, 2015
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CITY OF FORT SASKATCHEWAN

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2014, with comparative information for 2013

2014 2013
Financial Assets
Cash $ 6,790,321 $ 3,981,029
Investments (Note 2) 40,800,030 37,000,030
Net Taxes Receivable (Note 3) 337,894 590,415
Trade and Other Receivables (Note 4) 7,455,137 4,514,210
Sponsorships Receivable (Note 5) 134,400 176,800
Due From Other Governments (Note 6) 3,715,442 1,593,012
Inventory Held for Resale 37,917 41,928
59,271,141 47,897,424
Liabilities
Accounts Payable and Accrued Liabilities 9,573,411 8,357,239
Deposits on Account 2,094,046 1,592,977
Deferred Revenue (Note 7) 6,739,438 2,745,259
Vested Sick Leave 158,343 210,289
Long-Term Debt (Note 8), (Note 9) 43,739,110 38,283,867
Environmental Liabilities (Note 10) 700,000 -
63,004,348 51,189,631
Net Debt (3,733,207) (3,292,207)
Non-Financial Assets
Tangible Capital Assets (Note 11) 381,758,338 358,347,082
Inventories of Supplies 349,747 245,204
Prepaid Expenses 349,144 263,735

382,457,229 358,856,021

Accumulated Surplus (Note 12) $ 378,724,022 $ 355,563,814

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



CITY OF FORT SASKATCHEWAN

CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS
For the Year Ended December 31, 2014, with comparative information for 2013

Revenue

Net Municipal Taxes (Schedule 1)
Sales, Rentals and User Charges
Contributed Tangible Capital Assets
Developer Agreements and Levies
Fines, Licenses and Permits
Government Transfers
Provincial
Federal
Interest
Penalties and Costs on Taxes and Utilities
Other Revenues
Gain on Disposal of Tangible Capital Assets

Expenses (Schedule 2)

Transportation

Recreation and Parks

General Government

Water Supply

Wastewater Treatment

Police

Culture Programs

Planning, Zoning and Development
Waste Management

Fire

Family and Community Support
Bylaw Enforcement

Disaster and Emergency Response
Cemeteries

Annual Surplus
Opening Accumulated Surplus

Closing Accumulated Surplus

2014 2014 2013
Budget
Note 20
33,984,129 34,917,932 32,052,803
17,876,374 18,399,584 15,787,465
- 12,623,304 18,309,536
- 8,329,614 3,369,359
3,710,816 4,204,496 4,531,111
10,261,540 3,955,924 6,819,972
1,691,503 2,344,405 1,565,130
439,200 705,567 566,607
223,900 322,236 314,108
448,045 278,597 641,329
98,350 - -
68,733,857 86,081,659 83,957,420
6,491,125 13,389,702 11,821,263
10,180,440 11,984,773 11,803,157
7,916,973 8,864,950 7,501,694
4,900,249 6,547,630 4,812,615
4,633,848 4,882,861 4,503,965
5,343,299 4,623,526 4,202,622
3,423,592 3,359,260 3,009,831
2,927,482 2,612,362 3,320,071
2,401,470 2,533,722 2,070,871
1,611,258 1,683,747 1,536,229
1,122,675 1,078,727 1,037,622
1,205,200 1,046,983 1,044,277
321,750 258,902 261,322
85,100 54,306 29,619
52,564,461 62,921,451 56,955,158
16,169,396 23,160,208 27,002,262
355,563,814 355,563,814 328,561,552
371,733,210 378,724,022 355,563,814

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



CITY OF FORT SASKATCHEWAN

CONSOLIDATED STATEMENT OF CHANGES IN NET (DEBT) FINANCIAL ASSETS
For the Year Ended December 31, 2014, with comparative information for 2013

Annual Surplus

Acquistion of Tangible Capital Assets

Contributed Tangible Capital Assets

Amortization of Tangible Capital Assets

Loss (Gain) of Disposal of Tangible Capital Assets
Proceeds on Disposal of Tangible Capital Assets

Use (Acquisition) of Inventories of Supplies

Acquisition of Prepaid Expenses

Change in Net (Debt) Financial Assets
Net Debt, Beginning of Year

Net Debt, End of Year

2014 2014 2013

Budget
Note 20

$ 16,169,396 $ 23,160,208 $ 27,002,262

(38,009,663)  (22,718,289)  (16,456,022)

- (12,623,304)  (18,309,536)

- 10,803,235 9,208,543

(98,350) 902,012 496,322

- 225,090 306,994

(21,938,617) (251,048) 2,248,563

- (104,543) 104,718

- (85,409) (62,209)

- (189,952) 42,509

(21,938,617) (441,000) 2,291,072

(3,292,207) (3,292,207) (5,583,279)

$ (25,230,824) $ (3,733,207) $ (3,292,207)

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



CITY OF FORT SASKATCHEWAN

CONSOLIDATED STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2014 with comparative information for 2013

Cash Provided By (Used In)

Operating Activities
Annual Surplus

Items Not Involving Cash
Amortization of Tangible Capital Assets

Contributed Tangible Capital Assets
Loss on Disposal of Tangible Capital Assets

Changes in Non-Cash Assets and Liabilities
Net Taxes Receivable

Trade and Other Receivables
Sponsorships Receivable

Due From Other Governments

Inventory Held for Resale

Accounts Payable and Accrued Liabilities
Deposits on Account

Deferred Revenue

Vested Sick Leave

Environmental Liabilities

Inventories of Supplies

Prepaid Expenses

Investing Activities
Purchase of Investments

Sales of Investments

Financing Activities
Repayment of Long-Term Debt

Proceeds from Long-Term Debt

Capital Activities
Acquisition of Tangible Capital Assets

Proceeds on Disposal of Tangible Capital Assets

Increase (Decrease) in Cash
Cash, Beginning of Year
Cash, End of Year

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

2014 2013
23,160,208 $ 27,002,262
10,803,235 9,208,543

(12,623,304)  (18,309,536)

902,012 496,322
252,521 131,954
(2,940,927) 904,580
42,400 87,400
(2,122,430) (1,245,875)
4,011 2,466
1,216,172 (312,184)
501,069 127,285
3,994,179 (697,328)
(51,946) 9,230
700,000 -
(104,543) 104,718
(85,409) (62,209)
23,647,248 17,447,628

(43,700,000)  (47,300,000)
39,900,000 35,625,000
(3,800,000)  (11,675,000)
(2,044,757) (1,607,600)

7,500,000 10,200,000
5,455,243 8,592,400
(22,718,289)  (16,456,022)
225,090 306,994
(22,493,199)  (16,149,028)
2,809,292 (1,784,000)
3,981,029 5,765,029
6,790,321 $ 3,981,029




CITY OF FORT SASKATCHEWAN

SCHEDULE 1 - NET MUNICIPAL TAXES

For the Year Ended December 31, 2014, with comparative information for 2013

2014 2014 2013
Budget
Note 20
Taxation
Residential $ 20,718,124 $ 21,380,494 § 19,565,841
Non-Residential 23,360,526 23,726,431 22,152,661
Government Transfers in Place of Property Taxes 409,100 805,458 775,238
Special Assessments and Local Improvement Taxes 6,000 5,997 63,149
44,493,750 45,918,380 42,556,889
Requisitions
Alberta School Foundation Fund 8,891,623 9,441,203 9,031,958
Elk Island Catholic Separate Regional District No. 41 1,361,353 1,302,656 1,275,330
Heartland Housing Foundation 256,645 256,589 196,798
10,509,621 11,000,448 10,504,086
Net Municipal Taxes $ 33,984,129 § 34917932 § 32,052,803

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



CITY OF FORT SASKATCHEWAN

SCHEDULE 2 - CONSOLIDATED EXPENSES BY OBJECT
For the Year Ended December 31, 2014, with comparative information for 2013

2014 2014 2013
Budget
Note 20
Consolidated Expenses

Salaries, Wages and Benefits $ 22,269,374 $ 21,595,415 $ 19,489,772
Contracted and General Services 19,394,018 19,414,586 17,243,456
Amortization of Tangible Capital Assets - 10,803,235 9,208,543
Materials, Goods, Supplies and Utilities 8,329,514 8,159,640 7,991,216
Interest on Long-Term Debt 1,716,624 1,493,713 1,217,137
Loss on Disposal of Tangible Capital Assets - 902,012 496,322
Transfers to Individuals and Organizations 383,611 363,067 1,040,826
Bank Charges and Short Term Interest 63,301 114,712 87,265
Other Expenses 408,020 75,071 180,621

$ 52,564,462 § 62,921,451 $ 56,955,158

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



CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

SIGNIFICANT ACCOUNTING POLICIES

The Consolidated Financial Statements of the City of Fort Saskatchewan (City) are prepared by management in
accordance with Canadian Public Sector Accounting Standards (PSAS).

Significant accounting policies adopted by the City are as follows:

a)

b)

Reporting Entity

The Consolidated Financial Statements of the City reflect the assets, liabilities, revenues, expenses and
accumulated surplus of the reporting entity which comprises all of the organizations that are accountable
for the administration of their financial affairs and resources to the City, and which are owned or
controlled by the City. They include the following:

(i) General Government
To account for the assets, liabilities, revenues and expenses associated with the provision of
conventional municipal services.

(i)  Utility
To account for those entities that provide specific services on a 'user pay' basis, ensuring that
users pay the full cost of the utility. These include water, sewer and waste management services.

(iii) Library

To account for the activities of the Fort Saskatchewan Public Library (Library). The Library is
administered by a separate board of directors.

The City is a member of various other boards, commissions and other organizations that are not part of
the government reporting entity, including the Heartland Housing Foundation, the Alberta Capital
Region Wastewater Commission, and the Capital Region Northeast Water Services Commission.

Property taxes levied also include requistions for education and affordable housing; organizations that
are not part of the government reporting entity.

Inter-departmental and inter-organizational transactions have been eliminated.

Basis of Accounting

The City follows the accrual method of accounting for revenues and expenses. Revenues are normally
recognized in the year in which they are earned and are measurable. Expenses are recognized as they are
incurred and are 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.



1.

CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b)

d)

Basis of Accounting (continued)

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 fees and charges 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.

Property tax revenue is recognized on the accrual basis using the approved tax mill rates and the
anticipated assessment related to the current year.

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 consolidated financial statements as revenue in the period
that the events giving rise to the transfer occurs, providing the transfers are authorized, any eligibility
criteria have been met by the City, and reasonable estimates of the amounts can be determined. Amounts
to be recognized in future periods are recorded as deferred revenue.

Deferred Revenue

Deferred revenue represents amounts received from which the related activities have yet to be performed.
These amounts will be recognized as revenues in the period that the activities are performed.

Requisition Over-levies and Under-levies

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. Where the actual levy is less than the
requisition amount, the under-levy is accrued as a receivable and as property tax revenue. Requisition tax
rates in the subsequent year are adjusted for any over-levies or under-levies from the prior year.

Investments

Investments are recorded at amortized cost less amounts written off to reflect other than temporary
declines in value. Investment premiums and discounts are amortized on the net present value basis over
the term of the respective investments. The City invests its funds pursuant to authorized investments
allowed by the Municipal Government Act.

Investment income is reported as revenue in the period earned. When required by agreement or
legislation, investment income on deferred revenue is added to the investment and forms part of the
deferred revenue balance.

10
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CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2

h)

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
ordinary course of operations.

(i)

(i)

(iif)

(iv)

Tangible Capital Assets

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

Assets Useful Life - Years

Land Improvements 15-25
Engineered Structures 5-80
Buildings 10 - 50
Machinery and Equipment 3-25
Vehicles 10 -25

Assets under construction are not amortized until the asset is available for productive use.

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

Works of Art and Cultural and Historic Assets
Works of art and cultural and historic assets are not recorded as assets in these consolidated
financial statements.

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

Use of Estimates

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

11
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CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i)

Future Accounting Standard Pronouncements

The following summarizes upcoming changes to PSAS, which will be implemented in future years. The
City will continue to assess the impact and prepare for the adoption of these standards. While the timing
of standard adoption can vary, certain standards must be adopted concurrently. The requirements in
Financial Statement Presentation (PS1201), Financial Instruments (PS3450), Foreign Currency
Translation (PS2601) and Portfolio Investments (PS3041) must be implemented at the same time.

(i)  Liability for Contaminated Sites
Liability for Contaminated Sites PS3260 establishes standards on remediation, recognition and
measurement and provides requirements for financial statement presentation and disclosure. The
City has begun the process of reviewing policies, procedures and systems to ensure consistent and
accurate identification and estimation of liabilities associated with contaminated sites. This
standard is applicable to fiscal years beginning on or after April 1, 2014.

(ii))  Financial Statement Presentation
Financial Statement Presentation PS1201 requires a new statement of re-measurement gains and
losses separate from the statement of operations. Included in this new statement are the unrealized
gains and losses arising from the re-measurement of financial instruments and items denominated
in foreign currencies, as well as the government’s proportionate share of other comprehensive
income that arises when a government includes the results of government business enterprises and
partnerships. This standard is applicable for fiscal years beginning on or after April 1, 2016.

(iii) Financial Instruments

Financial Instruments PS3450 establishes recognition, measurement, and disclosure requirements
for derivative and non-derivative financial instruments. The standard requires fair value
measurement of derivatives and equity instruments, all other financial instruments can be
measured at cost/amortized cost of fair value at the election of the government. Unrealized gains
and losses are presented in a new statement of re-measurement gains and losses. There is the
requirement to disclose the nature and extent of risks arising from financial instruments and
clarification is given for the de-recognition of financial liabilities. This standard is applicable to
fiscal years beginning on or after April 1, 2016.

(iv) Foreign Currency Translation
Foreign Currency Translation PS2601 replacing the current PS2600 requires that monetary assets
and liabilities denominated in a foreign currency and non-monetary items included in the fair
value category, denominated in a foreign currency, be adjusted to reflect the exchange rates in
effect at the financial statement date. Unrealized gains and losses are to be presented in the new
statement of re-measurement gains and losses. This standard is applicable to fiscal years
beginning on or after April 1, 2016.

(v)  Portfolio Investments
Portfolio Investments PS3041 has removed the distinction between temporary and portfolio
investments. This standard now includes pooled investments in its scope and was amended to
conform to Financial Instruments PS3450. Upon adoption of PS3450 and PS3041 Temporary
Investments PS3030 will no longer apply. This standard is applicable to fiscal years beginning on
or after April 1, 2016.

12



CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i) Future Accounting Standard Pronouncements (continued)

(vi) Related Party Disclosures
Related Party Disclosures PS2200 requires the disclosure of the effect of financially material
transactions between related parties. This standard is applicable for fiscal years beginning on or
after April 1, 2017.

(vii) Inter-Entity Transactions
Inter-Entity Transactions PS3420 specifically covers how to account for and report transactions
between entities controlled by a government and that comprise the government’s reporting entity
from both a provider and a recipient perspective. This standard is applicable to fiscal years
beginning on or after April 1, 2017.

2. INVESTMENTS

2014 2013

Investments $ 40,800,030 $ 37,000,030

The City's investment pool consists of cashable and non-cashable guaranteed investment certificates (GICs).
The cashable ($30,000,000) GICs are redeemable upon request, bearing interest at 1.87% to 1.90% (2013 -
2.02%). The non-cashable ($10,000,000) GICs mature in July and Septemember 2015, bearing interest at
2.09% to 2.10% (2013 - 1.69% to 2.07%).

3. NET TAXES RECEIVABLE

2014 2013
Current $ 270,838 $ 377,149
Arrears 67,056 220,921
337,894 598,070
Allowance for Uncollectible Taxes - (7,655)
$ 337,894 § 590,415

13



CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

TRADE AND OTHER RECEIVABLES

2014 2013
Developer Levy Receivable $ 4,765,832 $ 2,193,403
Utilities Receivable 1,866,067 1,676,218
Other Trade Receivables 823,238 644,589

$ 7,455,137 § 4,514,210

SPONSORSHIPS RECEIVABLE

Sponsorships receivable relate to sponsorship agreements for the Lions Club Fish Pond and 1875-1885 NWMP
Fort over the next five years. Amounts to be received are as follows:

2014 2013
Lions Club Fish Pond
2014 $ -3 2,000
2015 2,000 2,000
2016 2,000 2,000
2017 2,000 2,000
2018 2,000 2,000
2019 2,000 2,000
Subsequent 84,000 84,000
94,000 96,000
1875-1885 NWMP Fort
2014 - 40,400
2015 40,400 40,400
40,400 80,800
$ 134,400 $ 176,800

14



6.

7.

CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

DUE FROM OTHER GOVERNMENTS

2014 2013
Federal Government $ 2,873,207 $ 387,366
Provincial Government 809,346 1,006,868
Other Government 32,889 198,778

$ 3,715,442 $ 1,593,012

DEFERRED REVENUE

Balance Amounts Amounts Balance
January 1, Received Recognized December 31,
2014 2014
Capital Government Transfers
Provincial $ 2,350,015 § 5,932,962 § (2,484,217) § 5,798,760
Federal 174,436 2,481,258 (2,332,787) 322,907
2,524,451 8,414,220 (4,817,004) 6,121,667
Operating Government Transfers
Provincial 30,466 1,448,746 (1,471,707) 7,505
Federal - 11,618 (11,618) -
30,466 1,460,364 (1,483,325) 7,505
Other Deferred Amounts 190,342 818,197 (398,273) 610,266
$ 2,745,259 $§ 10,692,781 §  (6,698,602) $ 6,739,438
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CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

8. LONG-TERM DEBT

2014 2013
Supported by:
General Tax Levies $ 38,651,014 $ 32,726,338
Utility Rates 5,085,583 5,549,774
Local Improvement Levies 2,513 7,755

§ 43,739,110 $ 38,283,867

Principal and interest repayments are as follows:

Principal Interest Total
2015 $ 2,407,887 $ 1,640,170 $ 4,048,057
2016 2,503,856 1,541,468 4,045,324
2017 2,606,796 1,438,528 4,045,324
2018 2,714,413 1,330,911 4,045,324
2019 2,826,939 1,218,385 4,045,324
Subsequent 30,679,219 7,137,447 37,816,666

$§ 43,739,110 § 14,306,909 § 58,046,019

Debentures are payable in semi-annual amounts up to the year 2035, with accompanying interest rates ranging
from 2.226% to 8.750%. Debenture debt is issued on the credit and security of the City.

Debt obligations by function are as follows:

2014 2013
Transportation $ 30,444,026 $ 23,840,459
Parks and Recreation 8,209,501 8,893,634
Utilities 5,085,583 5,549,774

§ 43,739,110 $ 38,283,867
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10.

CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

DEBT LIMITS

Section 276(2) of the Municipal Government Act requires that debt limits as defined by regulation for the City
be disclosed as follows:

2014 2013

Total Debt Limit $ 102,962,026 $ 89,401,408
Total Debt (43,739,110) (38,283,867)
Debt Limit in Excess of Actual Debt 59,222,916 51,117,541
Service on Debt Limit 17,160,338 14,900,235
Service on Debt (4,048,057) (3,551,822)
Total Service on Debt Limit in Excess of

Actual Debt Service Costs $ 13,112281 $ 11,348,413

The debt limit is calculated at 1.5 times revenue of the City (as defined in Alberta Regulation 255/00) and the
debt service limit is calculated at 0.25 times such revenue. Incurring debt beyond these limitations requires
approval by the Minister of Municipal Affairs. These thresholds are guidelines used by Alberta Municipal
Affairs to identify municipalities, which could be at financial risk if further debt is acquired. The calculation
taken alone does not represent the financial stability of the municipality; rather, the financial statements must be
interpreted as a whole.

ENVIRONMENTAL LIABILITIES

In the current year, the City completed its assessment for contamination on its current Public Works yard. The
assessment identified soil and groundwater contamination that exceeded environmental standards. As a result,
the City recorded an accrual of $700,000 in its consolidated financial statements, which represents
managements best estimate of the cost of future remediation of contamination at its Public Works yard.

17



CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

11. TANGIBLE CAPITAL ASSETS

Additions,
Balance at Net of Balance at
Cost January 1, 2014 Transfers Disposals  December 31, 2014
Land $ 86,615,428 § 1,839,543 § (56,949) $ 88,398,022
Land Improvement 17,441,669 2,486,016 (64,801) 19,862,884
Engineering Structures 263,013,369 21,777,168 (1,826,385) 282,964,152
Buildings 65,262,353 1,678,320 - 66,940,673
Machinery and Equipment 11,311,611 2,698,298 (172,054) 13,837,855
Vehicles 4,603,699 426,788 (200,479) 4,830,008
Assets Under Construction 9,384,217 4,435,460 - 13,819,677
Total $ 457,632,346 $§ 35,341,593 $§ (2,320,668) $ 490,653,271
Balance at Amortization Balance at

Accumulated Amortization January 1, 2014 Disposals Expense December 31, 2014
Land Improvement $ 7,784,652 $ (64,801) $ 1,304,509 §$ 9,024,360
Engineering Structures 71,047,020 (817,942) 6,626,507 76,855,585
Buildings 12,172,372 - 1,499,390 13,671,762
Machinery and Equipment 6,190,218 (110,344) 1,052,596 7,132,470
Vehicles 2,091,002 (200,479) 320,233 2,210,756
Total $ 99,285,264 $ (1,193,566) $ 10,803,235 § 108,894,933

Net Book Value Net Book Value

January 1, 2014 December 31, 2014
Land $ 86,615,428 $ 88,398,022
Land Improvements 9,657,017 10,838,524
Engineering Structures 191,966,349 206,108,567
Buildings 53,089,981 53,268,911
Machinery and Equipment 5,121,393 6,705,385
Vehicles 2,512,697 2,619,252
Assets Under Construction 9,384,217 13,819,677
Total $ 358,347,082 $ 381,758,338
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CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

11. TANGIBLE CAPITAL ASSETS (CONTINUED)

12.

a) Assets Under Construction

Assets under construction having a value of $13,819,677 (2013 - $9,384,217) have not been amortized.
Amortization of these assets will commence when the asset is available for productive use.

b) Contributed Tangible Capital Assets

Contributed tangible capital assets have been recognized at fair market value at the date of contribution. The
value of contributed assets received during the year is $12,623,304 (2013 - $18,309,536) comprised of roads,
water and wastewater infrastructure.

c) Tangible Capital Assets Disclosed at Nominal Values

Where an estimate of fair value could not be made, the tangible capital asset was recognized at a nominal value.
Land is the only category where nominal values were assigned.

d) Works of Art and Historical Treasures

The City manages and controls various works of art and non-operational historical cultural assets including
buildings, artifacts, paintings and sculptures located at City sites and public display areas. These assets are not
recorded as tangible capital assets.

e) Write-down of Tangible Capital Assets

The write-down of tangible capital assets during the year was $ nil (2013 - $ nil).

ACCUMULATED SURPLUS

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

2014 2013
Unrestricted Surplus $ - 8 -
General Operating and Capital Restricted
Surplus 40,704,794 35,500,599
Invested in Tangible Capital Assets 338,019,228 320,063,215

$§ 378,724,022 $ 355,563,814
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14.

CITY OF FORT SASKATCHEWAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2014

SALARIES AND BENEFITS DISCLOSURE

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

Benefits & 2014 2013

Salary ® Allowance ® Total Total
City Manager K. Kloss 212,710 35,553 248,263 219,956
Mayor G. Katchur 70,785 2,800 73,585 72,698
Councillor S. Bossert 32,501 2,800 35,301 5,364
Councillor B. Blizzard 31,781 2,800 34,581 5,454
Councillor S. Hennig 31,601 2,800 34,401 32,119
Councillor F. Garritsen 31,421 2,799 34,220 32,930
Councillor A. Randhawa 31,331 1,096 32,427 5,245
Councillor E. Sperling 29,801 1,744 31,545 5,102
Councillor D. Westman - - 27,758
Councillor T. Hutchison - - - 27,329
Councillor J. Mather - - - 25,551

a) Salary includes regular base pay, bonuses, overtime, lump sum payments, gross honoraria and any other
direct cash remuneration.

b) Benefits and allowances include the employer's share of all employee benefits and contributions or payments
made on behalf of employees including retirement pension, Canada Pension Plan (CPP), Employment
Insurance (EI), health care, dental coverage, vision coverage, group life insurance, accidental disability and
dismemberment insurance, and long term disability plans. Benefits and allowances figures also include the
employer's share of the costs of additional taxable benefits including car allowances.

LOCAL AUTHORITIES PENSION PLAN

Employees of the City participate in the Local Authorities Pension Plan (LAPP), which is one of the plans
covered by the Public Sector Pension Plans Act. 1t is financed by employer and employee contributions and
investment earnings of the LAPP Fund.

The City is required to make current service contributions to the plan of 11.39% (2013 - 10.43%) of
pensionable earnings up to the Canada Pension Plan year’s maximum pensionable earnings and 15.84% (2013 -
14.47%) on pensionable earnings above this amount. Employees are required to make current service
contributions under the Canada Pension Plan of 10.39% (2013 - 9.43%) of pensionable salary up to the year's
maximum pensionable earnings and 14.84% (2013 - 13.47%) on pensionable salary above this amount.
Contributions for current service are recorded as expenses in the year in which they become due.
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LOCAL AUTHORITIES PENSION PLAN (CONTINUED)

Contributions to the LAPP made during the year by the City on behalf of its employees amounted to
$1,463,134 (2013 - $1,109,473). Employee contributions for current and past service were $1,355,350 (2013 -
$1,220,168).

LAPP reported a deficiency for the overall plan as at December 31, 2013 of $4.86 billion. Information as at
December 31, 2014 was not available at the time of preparing these financial statements.

SUPPLEMENTARY PENSION PLANS

The APEX Supplementary Pension Plan (APEX) is an Alberta Urban Municipalities Association (AUMA)
sponsored defined benefit pension plan covered under the provisions of the Alberta Employment Pension Plans
Act. Tt commenced on January 1, 2003 and provides supplementary pension benefits to a prescribed class of
employees. The plan supplements the LAPP.

Contributions are made by the prescribed class of employees and the City. The City and the employees are
required to make current service contributions to APEX of 3.0% (2013 - 3.0%) and 2.5% (2013 - 2.5%)
respectively of pensionable earnings.

Total current service contributions by the City to APEX in 2014 were $12,465 (2013 - $15,091). Total current
service contributions by the employees of the City in 2014 were $ 10,387 (2013 - $12,573).

In addition, City Council approved the participation of the City in the Municipal Supplementary Employee
Retirement Plan (MuniSERP) program. MuniSERP provides supplementary benefits to a prescribed class of
employees in excess of the limits of the Income Tax Act.

The total current and past service liability to the City to December 31, 2014 is estimated at $56,626 (2013 -
$25,377). This amount changes as a result of interest on the liability, changes in membership, aging of the
employees within the prescribed class, and other demographic experience.

The cost of post-retirement benefits earned by employees under APEX and the MuniSERP program is
actuarially determined using the projected benefit method prorated on service and management's best estimate
of salary, benefit escalation and retirement ages of employees. The cost of post-retirement benefits for APEX
is fully funded and MuniSERP is not funded.

LETTERS OF CREDIT

In 2014, the City held 68 (2013 - 64) Letters of Credit totaling $27,981,070 (2013 - $21,465,044) in the City's
favour as security for property development.
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COMMITMENTS AND CONTINGENT LIABILITIES

As part of certain development agreements, developers perform work on behalf of the City for which the City
provides credit against development levies. At December 31, 2014, unapplied levy credits in the amount of
$951 (2013 - $435,666) were outstanding and available to be applied by developers against future development
levies. These amounts have not been accrued in the consolidated financial statements of the City as they will
not become payable until future developments are approved.

In addition, in the normal course of business, the City is party to various claims and legal proceedings. While
the final outcome with respect to the claims and legal proceedings pending at December 31, 2014 cannot be
determined at certainty, it is the opinion of management that their resolution will not have material adverse
effects on the City's financial position or results of operations.

FINANCIAL INSTRUMENTS

The City's financial instruments consist of cash, investments, trade and other receivables, sponsorships
receivable, amounts due from other governments, accounts payable and accrued liabilities, deposits on
account, vested sick leave, long-term debt and environmental liabilities. It is management’s opinion that the
City is not exposed to significant interest or currency arising from these financial instruments.

The City is subject to credit risk with respect to taxes and grants in place of taxes receivables and trade and
other receivables. Credit risk arises from the possibility that tax payers 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 the credit risk.

Unless otherwise noted, the carrying values of all the City’s financial instruments approximate their fair value.

SEGMENTED INFORMATION

Segmented information has been identified based upon lines of service provided by the City. City services are
provided by departments and their activities are reported by functional area in the body of the financial
statements. Certain lines of service have been separately disclosed in the segmented information, along with the
services they provide.
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19. SEGMENTED INFORMATION (CONTINUED)

Revenue
Net Municipal Taxes

Sales, Rentals, and User Charges
Contributed Tangible Capital Assets
Developer Agreements and Levies
Government Transfers

Fines, Licenses and Permits
Investment Income

Penalties and Interest

Other Revenues

Total Revenues

Expenses
Salaries, Wages and Benefits

Contracted and General Services
Amortization of Tangible Capital Assets
Materials, Goods, Supplies and Utilities
Interest on Long-Term Debt

Loss of Disposal of Tangible Capital Assets
Transfers to Individuals and Organizations
Bank Charges and Short Term Interest
Other Expenses

Total Expenses

Annual Surplus (Deficit)

2014
General

Government Utility Library Total
$34,917,932 § - 8 - $ 34,917,932
4,529,881 13,841,994 27,709 18,399,584
12,623,304 - - 12,623,304
8,329,614 - - 8,329,614
6,191,824 2,142 106,363 6,300,329
4,181,242 - 23,254 4,204,496
691,744 - 13,823 705,567
261,509 60,727 - 322,236
163,484 3,273 111,840 278,597
71,890,534 13,908,136 282,989 86,081,659
19,298,057 1,598,374 698,984 21,595,415
13,224,126 6,129,605 60,855 19,414,586
9,288,094 1,348,054 167,087 10,803,235
4,402,766 3,732,750 24,124 8,159,640
1,306,311 187,402 - 1,493,713
(48,929) 947,123 3,818 902,012
363,067 - - 363,067
113,006 - 1,706 114,712
32,109 20,904 22,058 75,071
47,978,607 13,964,212 978,632 62,921,451
$23,911,927 §  (56,076) $ (695,643)$ 23,160,208
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19. SEGMENTED INFORMATION (CONTINUED)

Revenues
Net Municipal Taxes

Contributed Tangible Capital Assets
Sales, Rentals, and User Charges
Government Transfers

Fines, Licenses and Permits
Developer Agreements and Levies
Other Revenues

Investment Income

Penalties and Interest

Total Revenues

Expenses
Salaries, Wages and Benefits

Contracted and General Services
Amortization of Tangible Capital Assets
Materials, Goods, Supplies and Utilities
Interest on Long-Term Debt

Transfers to Individuals and Organizations
Loss on Disposal of Tangible Capital Assets
Other Expenses

Bank Charges and Short Term Interest

Total Expenses

Annual Surplus (Deficit)

2013
General

Government Utility Library Total
$ 32,052,803 -5 - $ 32,052,803
18,309,536 - - 18,309,536
4,081,693 11,686,076 19,696 15,787,465
8,278,427 2,733 103,942 8,385,102
4,510,162 - 20,949 4,531,111
3,369,359 - - 3,369,359
576,694 813 63,822 641,329
556,980 - 9,627 566,607
281,651 32,457 - 314,108
72,017,305 11,722,079 218,036 83,957,420
17,516,894 1,329,445 643,433 19,489,772
11,811,447 5,391,488 40,521 17,243,456
7,937,430 1,133,931 137,182 9,208,543
4,674,249 3,284,523 32,444 7,991,216
1,047,389 169,748 - 1,217,137
1,040,826 - - 1,040,826
424,432 35,321 36,569 496,322
116,224 42,996 21,401 180,621
86,830 - 435 87,265
44,655,721 11,387,452 911,985 56,955,158
$27,361,584 $§ 334,627 $ (693,949)$ 27,002,262
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21.

22,

For the Year Ended December 31, 2014

The budget data presented in these Consolidated Financial Statements is based upon the 2014 operating and
capital budgets approved by Council on December 10, 2013. Amortization was not contemplated during
development of the budget and, as such, has not been included. The chart below reconciles the approved budget
to the budget figures reported in these consolidated financial statements.

Revenues
Operating Budget
Capital Budget

Less
Transfers from Other Funds

Proceeds on Debt Issue

Total Revenue

Expenses
Operating Budget
Capital Budget

Less
Transfers to Other Funds

Capital Expenditures
Debt Principal Payments

Total Expenses

Annual Surplus

COMPARATIVE INFORMATION

Budget

60,953,693
10,446,066

(2,665,902)

68,733,857

60,740,344
38,178,789

(5,942,744)
(38,178,789)
(2,233,139)

52,564,461

16,169,396

Certain 2013 comparative information has been reclassified to conform with the financial statement

presentation adopted for the current year.

APPROVAL OF FINANCIAL STATEMENTS

These consolidated financial statements were received and approved for release by Council on April 28, 2015.
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