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? QUALICUM BEACH

MANAGEMENT'S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements of the Town of Qualicum Beach (the "Town") are
the responsibility of the Town's management and have been prepared in compliance with legislation,
and in accordance with generally accepted accounting principles for local governments established by
the Public Sector Accounting Board of the Chartered Professional Accountants of Canada. A summary
of the significant accounting policies are described in Note 1 to the consolidated financial statements.
The preparation of consolidated 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 Town’'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.

Mayor and Council meet with management and the external auditors to review the consolidated
financial statements and discuss any significant financial reporting or internal control matters prior to
their approval of the consolidated financial statements.

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

Manager of Finance

&

Director of FinangE




KPMG LLP

177 Victoria Street, Suite 400
Prince George BC V2L 5R8
Canada

Tel 250-563-7151

Fax 250-563-5693

INDEPENDENT AUDITOR'S REPORT

To the Mayor and Council of the Town of Qualicum Beach

Opinion

We have audited the consolidated financial statements of Town of Qualicum Beach (the
Entity), which comprise:

¢ the consolidated statement of financial position as at December 31, 2022

o the consolidated statement of operations and accumulated surplus for the year then
ended

o the consolidated statement of changes in net financial assets for the year then ended
¢ the consolidated statement of cash flows for the year then ended

e and notes to the consolidated 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 consolidated financial position of the Entity as at December 31, 2022 and its
consolidated results of operations and its consolidated 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
"Auditor's Responsibilities for the Audit of the Financial Statements" section of our
auditor's report.

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

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

Other Matter - Comparative Information

The consolidated financial statements for the year ended December 31, 2021 were
audited by another auditor who expressed an unmodified opinion on those financial
statements on April 27, 2022.
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Responsibilities of Management and Those Charged with
Governance for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the
Entity's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management
either intends to liquidate the Entity or to cease operations, or has no realistic alternative
but to do so.

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

Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

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

We also:

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

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

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Entity's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.



KPMG!

Page 3

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

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

Kins 4*
7

Chartered Professional Accountants

Prince George, Canada
May 10, 2023
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QUALICUM BEACH

Consolidated Statement of Financial Position

December 31, 2022, with comparative information for 2021

2022 2021
Financial assets:
Cash and cash equivalents (note 2) $ 22,442 932 $ 17,897,448
Accounts receivable (note 3) 2,768,450 1,644,683
Municipal Finance Authority debt reserve fund deposit 53,946 52,767
Assets held for sale - 1,380,736
Capital lease receivable 29,306 69,592
25,294,634 21,045,226
Financial liabilities:
Accounts payable and accrued liabilities (note 4) 2,967,586 2,845,035
Accrued employee benefits 598,075 809,647
Deferred revenue (note 5) 5,276,629 6,236,832
Performance bonds and deposits 917,251 1,001,191
Long-term debt (note 6) 2,308,809 1,851,746
12,068,350 12,744,451
13,226,284 8,300,775
Non-financial assets:
Inventories 97,346 104,926
Prepaid expenses 45,308 56,228
Tangible capital assets (note 7) 128,537,902 125,053,226
128,680,556 125,214,380
Commitments and contingencies (note 12)
Accumulated surplus (note 8) $ 141,906,840 $ 133,515,155

See accompanying notes to consolidated financial statements.
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Consolidated Statement of Operations and Accumulated Surplus

Year ended December 31, 2022, with comparative information for 2021

2022 2022 2021
Budget Actual Actual
(note 14)
Revenue (note 13):

Net taxation (note 10) 12,014,000 $ 12,124,052 11,337,716
Water and sewer rates 2,297,000 2,393,085 2,287,578
Sale of services 774,000 801,785 791,734
Other revenue from own sources 1,266,000 3,194,755 2,595,188
Government transfers (note 11) 6,134,000 5,187,136 2,913,968
Capital contributions 400,000 12,550 64,940
Gain on sale of tangible capital assets - - 315,977
Gain on sale of assets held for sale - 2,581,704 395,708
Total revenue 22,885,000 26,295,067 20,702,809

Expenses (note 13):
General government services 2,758,000 2,620,992 2,651,512
Protective services 3,478,000 3,071,689 2,883,343
Transportation services 5,300,000 5,926,188 5,427,473
Solid waste services 908,000 924,259 880,544
Water services 1,556,000 1,767,412 1,458,402
Sewer services 445,000 458,847 412,406
Planning and development services 1,683,000 1,264,645 1,169,779
Parks and recreation services 2,251,000 1,869,350 2,029,298
Total expenses 18,379,000 17,903,382 16,912,757
Annual surplus 4,506,000 8,391,685 3,790,052
Accumulated surplus, beginning of year 133,515,155 133,515,155 129,725,103

Accumulated surplus, end of the year

$ 138,021,155 $ 141,906,840

$ 133,515,155

See accompanying notes to consolidated financial statements.
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QUALICUM BEACH

Consolidated Statement of Changes in Net Financial Assets

Year ended December 31, 2022, with comparative information for 2021

Budget 2022 2021

Annual surplus $ 4,506,000 $ 8,391,685 $ 3,790,052
Acquisition of tangible capital assets (13,357,000) (7,069,247) (7,347,011)
Amortization of tangible capital assets 3,400,000 3,541,508 3,465,791
Gain on sale of tangible capital assets - - (315,977)
Proceeds on sale of tangible capital assets 4,000,000 - 395,250
Tangible capital assets transferred to held for sale - - 291,681
Loss on disposal of tangible capital assets - 43,063 -
(5,957,000) (3,484,676) (3,510,266)

Use of supplies inventories - 7,580 5,856
Change in prepaid expenses - 10,920 (27,766)
- 18,500 (21,910)

Change in net financial assets (1,451,000) 4,925,509 257,876
Net financial assets, beginning of year 8,300,775 8,300,775 8,042,899
Net financial assets, end of year $ 6,849,775 §$ 13,226,284 $ 8,300,775

See accompanying notes to consolidated financial statements.
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QUALICUM BEACH

Consolidated Statement of Cash Flows

Year ended December 31, 2022, with comparative information for 2021

2022 2021
Cash provided by (used in):
Operations:
Annual surplus $ 8,391,685 $ 3,790,052
Items not involving cash:
Gain on sale of assets held for sale (2,581,704) -
Loss on disposal of tangible capital assets 43,063 -
Amortization of tangible capital assets 3,541,508 3,465,791
Gain on sale of tangible capital assets - (315,977)
Tangible capital assets transferred to held for sale - 291,681
9,394,552 7,231,547
Changes in non-cash operating working capital:
Accounts receivable (1,123,767) 454,731
Capital lease receivable 40,286 10,285
Municipal Finance Authority debt reserve fund deposit (1,179) (882)
Inventories 7,580 5,856
Prepaid expenses 10,920 (27,766)
Accounts payable and accrued liabilities 122,551 293,870
Accrued employee benefits (211,572) (43,435)
Deferred revenue (960,203) 650,305
Performance bonds and deposits (83,940) 35,092
7,195,228 8,609,603
Financing:
Repayment of long-term debt (462,937) (462,936)
Proceeds from long-term debt 920,000 -
457,063 (462,936)
Investing:
Acquisition of tangible capital assets (7,069,247) (7,347,011)
Proceeds on disposal of tangible capital assets - 395,250
Acquisition of assets held for sale (186,940) (262,386)
Proceeds on sale of assets held for sale 4,149,380 -
(3,106,807) (7,214,147)
Increase in cash and cash equivalents 4,545,484 932,520
Cash and cash equivalents, beginning of year 17,897,448 16,964,928
Cash and cash equivalents, end of year $ 22,442,932 $ 17,897,448

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

Year ended December 31, 2022

Nature of operations:

Town of Qualicum Beach (the "Town") The Town of Qualicum Beach (the "Town") was incorporated
on May 5, 1942 under the provisions of the Local Government Act of British Columbia. The Town's
principal activities include the provision of services to residents of Qualicum Beach. These include
general government services, protective services, transportation services, solid waste services, water
services, sewer services planning and development services and parks and recreation services.

1. Significant accounting policies:

These consolidated financial statements of the Town are prepared in accordance with Canadian
generally accepted accounting principles for governments as recommended by the Public Sector
Accounting Board (“PSAB”) of the Chartered Professional Accountants of Canada. Significant
accounting policies adopted by the Town are as follows:

(a) Basis of consolidation:

(i) Consolidated entities:

The consolidated financial statements reflect the assets, liabilities, revenues and
expenses of the Town. The Town is comprised of all organizations, committees and
local boards accountable for the administration of it's financial affairs and resources to
the Town and which are owned or controlled by the Town.

(i) Accounting for Region and School Board transactions:
The taxation, other revenues, expenses, assets and liabilities with respect to the
operations of the Region and the School Board are not reflected in these consolidated
financial statements.

(iii) Trust funds:

Trust funds and their related operations administered by the Town are not included in
these consolidated financial statements.
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

1.

Significant accounting policies (continued):

(b)

(d)

()

Basis of accounting:

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

Revenue recognition:

Taxation and user fee revenues are recognized in accordance with the provisions of the
Community Charter. The Town is required to act as the agent for the collection of certain
taxes and fees imposed by other authorities. Collections for other authorities are excluded
from the Town's taxation revenues.

Revenue unearned in the current period is reported on the consolidated statement of
financial position as deferred revenue.

Investment income:

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

Government transfers:

Government transfers, which include legislative grants, are recognized as revenue in the
financial statements when the transfer is authorized and any eligibility criteria are met,
except to the extent that transfer stipulations give rise to an obligation that meets the
definition of a liability. Transfer revenue is recognized in the statement of operations as the
stipulations for liabilities are settled.

Cash and cash equivalents:

Cash equivalents include short-term highly liquid investments with a term to maturity of 90
days or less at acquisition.
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

1.

Significant accounting policies (continued):

(9)

(h)

Assets held for sale:

Assets held for sale are those expected to be sold within one year. They are valued at the
lower of cost or expected net realizable value. When a decline in net realizable value is
determined to be other than temporary, the impairment is recognized in the consolidated
statement of operations and accumulated surplus.

Accrued employee benefits:

The Town and its employees make contributions to the Municipal Pension Plan. These
contributions are expensed as incurred.

In addition to the Municipal Pension Plan, sick leave and other retirement benefits are also
available to the Town's employees. The costs of these benefits are determined based on
years of service and best estimates of retirement ages and expected future salary and
wage increases. The obligations under these benefit plans are accrued based on projected
benefits earned as the employees render services necessary to earn the future benefits.

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) Inventories:

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

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

1.

Significant accounting policies (continued):

(i)

Non-financial assets (continued):

(ii)

(iii)

(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:

Asset Useful life - Years
Buildings 5-50
Equipment 3-20
Land improvements 10-75
Transportation 20-75
Water and sewer 50-80

A full year of amortization is charged in the year that an asset becomes available for
productive use and none in the year of disposal.

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.

Interest capitalization:

The Town does not capitalize interest costs associated with the acquisition or
construction of a tangible capital asset.
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

1. Significant accounting policies (continued):

)

(k)

Use of estimates:

The preparation of the financial statements in conformity with Canadian public sector
accounting standards 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 revenue and
expenses during the year. Significant items subject to such estimates and assumptions
include the carrying value of tangible capital assets, collectibility of accounts receivable,
accrued liabilities, and obligations related to employee future benefits. Actual results could
differ from those estimates.

Contaminated sites:

Contaminated sites are defined as the result of contamination being introduced in air, soil,
water or sediment of a chemical, organic, or radioactive material or live organism that
exceeds an environmental standard.

A liability for remediation of contaminated sites is recognized, net of any expected
recoveries, when all of the following criteria are met:

a) an environmental standard exists;

b) contamination exceeds the environmental standard;

c) the organization is directly responsible or accepts responsibility for the liability;
d) future economic benefits will be given up; and

e) a reasonable estimate of the liability can be made.

2. Cash and cash equivalents:

Included in cash and cash equivalents is $261,610 (2021 - $258,484) that is invested on behalf
of the cemetery trust fund. These funds may only be used for the upkeep and care of the
cemetery and burial plots.
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

3. Accounts receivable:

2022 2021

Property taxes $ 384,062 $ 225,835
Water rates 333,592 295,727
Sewer rates 202,577 182,400
Solid waste 212,743 199,921
Receivable from federal government 725,381 230,130
Receivable from provincial government 460,520 -
Trade receivables 449,575 510,670
$ 2,768,450 $ 1,644,683

4. Accounts payable and accrued liabilities:

2022 2021

Trade payables $ 1,852,002 $ 1,690,257
Payable to federal government 359,273 697,809
Payable to provincial government 181,967 66,889
Holdbacks payable 574,344 390,080
$ 2,967,586 $ 2,845,035

10
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

5. Deferred revenue:

2022 2021

Prepaid taxes $ 1,392,954 $ 1,217,145
Prepaid utilities 10,328 10,684
Development cost charges 2,742,106 2,606,386
Off street parking 216,064 200,129
Grants 645,746 2,164,680
Land lease 150,000 -
Shoreline works 45,000 -
Building permits 22,856 -
Other 51,575 37,808
$ 5,276,629 $ 6,236,832

Development cost charges includes statutory reserves that are required to be set-up under
section 188(2) of the Community Charter.

6. Long-term debt:

2022 2021

Municipal Finance Authority Loan bearing interest at

2.25% per annum, principal payments of $231,468

semi-annually plus interest, due November 30, 2025. § 1,388,809 $ 1,851,746
Municipal Finance Authority Loan bearing interest at a

daily floating rate, payments of $17,156 monthly plus

interest, due December 31, 2027. 920,000 -

$ 2,308,809 $ 1,851,746

11
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

6. Long-term debt (continued):

Principal repayments are due as follows:

2023 $ 626,348
2024 634,380
2025 643,366
2026 189,774
2027 214,941

$ 2,308,809

12
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

7. Tangible capital assets:

The Town manages and controls various works of art located at Town sites and public display areas including paintings and a sculpture. These assets are
not recorded as tangible capital assets and are not amortized.

2022
Land
Work in progress Land Buildings Equipment Transportation Improvements Water Sewer Total

Cost:
Balance, beginning

of year $ 7,237,080 $ 38,432,522 $ 31,796,546 $ 6,747,908 $ 66,291,608 $ 27,182,672 $ 16,191,037 $ 10,242,315 $ 204,121,688
Additions 5,282,922 - 815,786 573,995 35,593 360,951 - - 7,069,247
Disposal (39,898) - - (390,079) - - - - (429,977)
Transfers (943,440) - 29,682 423,738 59,091 430,929 - - -
Balance, end of year 11,536,664 38,432,522 32,642,014 7,355,562 66,386,292 27,974,552 16,191,037 10,242,315 210,760,958
Accumulated amortization:
Balance, beginning

of year - - 11,800,569 4,354,027 38,518,819 12,004,266 6,532,239 5,858,542 79,068,462
Amortization - - 730,156 386,117 1,475,467 547,876 231,187 170,705 3,541,508
Disposals - - - (386,914) - - - - (386,914)
Balance, end of year - - 12,530,725 4,353,230 39,994,286 12,552,142 6,763,426 6,029,247 82,223,056
Net book value $ 11,536,664 $ 38,432,522 $ 20,111,289 $ 3,002,332 $ 26,392,006 $ 15,422,410 $ 9,427,611 $ 4,213,068 $ 128,537,902

13
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

7. Tangible capital assets (continued):

2021
Land
Work in progress Land Buildings Equipment Transportation Improvements Water Sewer Total

Cost:
Balance, beginning

of year 1,205,944 $ 38,782,433 $ 31,759,227 $ 6,330,191 $ 65,799,093 $ 27,104,695 $ 16,191,037 $ 10,100,843 $ 197,273,463
Additions 6,031,136 - 37,319 566,592 492,515 77,977 - 141,472 7,347,011
Disposal - (58,230) - (148,875) - - - - (207,105)
Transfers - (291,681) - - - - - - (291,681)
Balance, end of year 7,237,080 38,432,522 31,796,546 6,747,908 66,291,608 27,182,672 16,191,037 10,242,315 204,121,688
Accumulated amortization:
Balance, beginning

of year - - 11,098,304 4,136,609 37,043,134 11,463,565 6,301,052 5,687,837 75,730,501
Amortization - - 702,265 345,248 1,475,685 540,701 231,187 170,705 3,465,791
Disposals - - - (127,830) - - - - (127,830)
Balance, end of year - - 11,800,569 4,354,027 38,518,819 12,004,266 6,532,239 5,858,542 79,068,462
Net book value $ 7,237,080 $ 38,432,522 $ 19,995,977 $ 2,393,881 $ 27,772,789 $ 15,178,406 $ 9,658,798 $ 4,383,773 $§ 125,053,226

14
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QUALICUM BEACH

Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

8. Accumulated surplus:

2022 2021
Surplus:
Investment in tangible capital assets $ 126,229,093 $ 123,201,480
General
Operating 1,592,773 4,038,544
Allocation to Community Works Gas Tax reserve 453,783 -
Allocation to operating projects reserve 796,000 -
Allocation to asset management reserves 6,049,000 -
Water
Operating 685,013 2,383,013
Allocation to asset management reserves 1,880,000 -
Sewer
Operating 149,875 601,296
Allocation to asset management reserves 572,000 -
138,407,537 130,224,333
Statutory Reserves:
Equipment reserve fund 57,414 56,057
Property reserve fund 2,025,159 219,839
Park land reserve fund 98,945 96,607
Emissions reduction reserve fund 24,290 23,716
Park improvements reserve fund 95,436 93,181
Cemetery reserve fund 270,650 261,609
2,571,894 751,009
Non Statutory Reserves:
Municipal Finance Authority debt reserve fund 53,946 52,767
Arrowsmith water reserve 70,761 65,008
Buildings reserve 56,000 56,000
Affordable housing reserve 450,000 450,000
Developer contribution reserve 104,202 109,202
COVID-19 Safe Restart Grant reserve 80,000 526,097
Tree replacement 10,000 -
Curling Club equipment 102,500 -
Assets held for sale - 1,280,739
927,409 2,539,813
$ 141,906,840 $ 133,515,155

15
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

9. Investment in tangible capital assets:

2022

2021

Investment in tangible capital assets beginning of the
year

Add:
Acquisition of tangible capital assets

Reduction in long-term debt
Proceeds on long-term debt

Less:
Amortization
Net book value of tangible capital asset disposals

Tangible capital assets transferred to held for sale

$ 123,201,480

7,069,247
462,937
(920,000)

(3,541,508)
(43,063)

$ 119,228,278

7,347,011
462,936

(3,465,791)
(79,273)
(291,681)

Investment in tangible capital assets at end of year

$ 126,229,093

$ 123,201,480

16
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

10. Net taxation revenue:

2022 2021
Taxes collected
General $ 10,430,330 $ 9,796,630
Parcel tax - water 933,000 838,260
Parcel tax - sewer 213,615 189,560
1% utility tax 144,921 146,207
11,721,866 10,970,657
Taxes collected for other government services
Education 5,828,777 5,298,479
Regional District of Nanaimo 4,829,124 4,289,321
Nanaimo Regional Hospital District 1,434,763 721,447
Vancouver Island Regional Library 561,928 539,392
B.C. Assessment Authority 166,730 144,638
Municipal Finance Authority 922 682
12,822,244 10,993,959
Less taxes paid to other governments (12,786,754) (10,966,773)
35,490 27,186
Grants-in-lieu of taxes
Federal government 17,115 16,460
Taxes paid to other governments (9,123) (8,482)
Fortis BC 65,863 58,139
B.C. Hydro 133,841 117,756
Permissive tax exemptions 159,000 156,000
366,696 339,873
$ 12,124,052 $ 11,337,716

17
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

11. Government transfers:

the government transfers reported on the consolidated Statement of Operations and
Accumulated Surplus are:

2022 2021
Provincial grants
Unconditional $ 563,711 $ 450,974
BC Air Access Program 159,000 -
Childcare Planning and Space Creation (UBCM) 850,549 176,175
Child Care Capital Funding Program - Childcare BC
New Spaces Fund 1,160,176 176,755
Strengthening Communities Program 132,119 28,114
Development Approvals Program 152,741 1,031
Tourism Dependent Communities Grant 73,732 94,175
Community Economic Recovery Infrastructure
Program - 444 525
Climate Action Revenue Incentive Program (CARIP) - 12,517
3,092,028 1,384,266
Federal grants
Canada Community Building Fund (formerly known
as Federal Gas Tax Fund) 451,479 883,211
Airport Capital Assistance Program 1,075,269 27,113
Federation of Canadian Municipalities - Asset
Management - 50,000
Other 568,360 569,378
2,095,108 1,529,702
$ 5,187,136 $ 2,913,968

18
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

12. Commitments and contingencies:

(@)

(b)

Regional District

The Town is responsible, as a member of the Regional District of Nanaimo and the
Nanaimo Regional Hospital District, for its proportion of any operating deficits or capital
debt related to functions in which it participates.

Municipal Pension Plan

The Town and its employees contribute to the Municipal Pension Plan (a jointly trusteed
pension plan). The board of trustees, representing plan members and employers, is
responsible for administering the plan, including investment of assets and administration of
benefits. The plan is a multi-employer defined benefit pension plan. Basic pension benefits
are based on a formula. As at December 31, 2021, the plan has about 227,000 active
members and approximately 118,000 retired members. Active members include
approximately 42,000 contributors from local governments.

Every three years, an actuarial valuation is performed to assess the financial position of the
plan and adequacy of plan funding. The actuary determines an appropriate combined
employer and member contribution rate to fund the plan. The actuary’s calculated
contribution rate is based on the entry age normal cost method, which produces the long-
term rate of member and employer contributions sufficient to provide benefits for average
future entrants to the plan. This rate may be adjusted for the amortization of any actuarial
funding surplus and will be adjusted for the amortization of any unfunded actuarial liability.

The most recent actuarial valuation for the Municipal Pension Plan as at December 31,
2021, indicated a $3,761 million funding surplus for basic pension benefits on a going
concern basis.

The Town paid $402,534 for employer contributions to the plan in fiscal 2022 (2021 -
$453,363).

The next valuation will be as at December 31, 2024, with results available in 2025.

Employers participating in the plan record their pension expense as the amount of
employer contributions made during the fiscal year (defined contribution pension plan
accounting). This is because the plan records accrued liabilities and accrued assets for the
plan in aggregate, resulting in no consistent and reliable basis for allocating the obligation,
assets and cost to individual employers participating in the plan
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

12. Commitments and contingencies (continued):

13.

(c)

(d)

(e)

Municipal Finance Authority contingent demand notes

Under borrowing arrangements with the Municipal Finance Authority ("MFA"), the Town is
required to lodge security by means of a demand note and an interest-bearing cash deposit
based on the amount of the borrowing. As a condition of the borrowing, a portion of the
debenture proceeds is withheld by the MFA as a debt reserve fund. This deposit is included
in the Town's financial assets and is held by the MFA as security against the possibility of
debt repayment default. If the debt is repaid without default, the deposit is refunded to the
Town. At December 31, 2022, there was a contingent demand note of $212,517 (2021 -
$212,517) which was not included in the financial statements of the Town.

Municipal Insurance Association of British Columbia

The Town is a participant in the Municipal Insurance Association of British Columbia.
Should the Association pay out claims in excess of premiums received, it is possible that
the Town, along with other participants, would be required to contribute towards the deficit.

Contingent liabilities

The Town may, from time to time, be involved in legal proceedings, claims, and litigation
that arise in the normal course of business. At December 31, 2022, there are claims
outstanding and management has determined the outcome to be undeterminable and thus
no accrual has been recorded. It is considered that the potential claims would not materially
affect the Town's financial statements and any amounts ultimately settled will be recorded
in the period in which the claim is resolved.

Segmented information:

The

Town is a diversified municipal government that provides a wide range of services to its

residents. The following is a description of the types of services included in each of the main
segments of the Town's financial statements:

General government services

Services related to general corporate and legislative governance and administration as well as
human resources, information technology and financial management.
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

13. Segmented information (continued):

Protective services

Services related to providing fire protection, bylaw enforcement and building inspection to the
Town, as well as the Town's share of expenses related to providing policing.

Transportation services

Services related to the delivery of municipal public works services including the development
and maintenance of roadway systems, street lighting, airport operations and other public works
and engineering related services.

Solid waste services

Services related to the collection of garbage and chipping as well as environmental testing and
monitoring.

Water services

Services related to the delivery of water and the planning and development and maintenance of
the Town's water infrastructure.

Sewer services

Services related to the sanitary sewer removal and the planning and development and
maintenance of the Town's sewer infrastructure.

Planning and development services

Services related to planning for development and for improving quality of life and sustainability
initiatives.

Parks and recreation services

Services related to the development and maintenance of parks and trails, municipal
landscaping, and providing and maintaining recreation and cultural buildings.

The following statement provides additional information for the foregoing functions. The
accounting policies used in these segments are consistent with those followed in the preparation
of the consolidated financial statements as disclosed in Note 1.
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

13. Segmented information (continued):

2022
General Planning and Parks and
government Protective Transportation Solid waste development recreation
services services services services Water services Sewer services services services Total

Revenue:
Net taxation $ 10,977,437 $ -8 - $ - $ 933,000 $ 213,615 $ -8 - $ 12,124,052
Sale of services - - 16,270 782,295 1,665,640 727,445 - 3,220 3,194,870
Other operating revenue 1,530,523 273,974 970,973 - 27,657 19,389 126,545 245,694 3,194,755
Government transfers 515,000 262,811 1,721,269 - 210,103 - 284,859 2,193,094 5,187,136
Gain on disposal of

assets 2,581,704 - - - - - - - 2,581,704
Capital contributions - - 12,550 - - - - - 12,550
Total revenues 15,604,664 536,785 2,721,062 782,295 2,836,400 960,449 411,404 2,442,008 26,295,067
Expenses:
Salaries, wages and

employee benefits 1,179,827 1,197,911 1,318,089 154,928 688,190 235,596 447,498 1,252,695 6,474,734
Goods and services 1,343,705 1,699,894 2,009,700 769,331 719,336 68,505 817,147 404,686 7,832,304
Amortization 81,684 134,824 2,598,399 - 359,886 154,746 - 211,969 3,541,508
Fiscal services 15,776 39,060 - - - - - - 54,836
Total expenses 2,620,992 3,071,689 5,926,188 924,259 1,767,412 458,847 1,264,645 1,869,350 17,903,382
Annual surplus (deficit) $ 12,983,672 $ (2,534,904) $ (3,205,126) $ (141,964) $ 1,068,988 $ 501,602 $ (853,241) $ 572,658 $ 8,391,685
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

13. Segmented information (continued):

2021
General Planning and Parks and
government Protective Transportation Solid waste development recreation
services services services services Water services Sewer services services services Total

Revenue:
Net taxation $ 10,309,896 $ - $ - $ -3 838,260 $ 189,560 $ -8 - $ 11,337,716
Sale of services - - 17,523 772,298 1,608,844 678,735 - 1,912 3,079,312
Other operating revenue 962,359 344,228 666,056 - 12,680 - 489,014 120,851 2,595,188
Government transfers 419,517 211,765 795,293 - 923,108 - 79,145 485,140 2,913,968
Gain on disposal of

assets 711,685 - - - - - - - 711,685
Capital contributions - - 64,940 - - - - - 64,940
Total revenues 12,403,457 555,993 1,543,812 772,298 3,382,892 868,295 568,159 607,903 20,702,809
Expenses:
Salaries, wages and

employee benefits 1,184,651 1,107,864 1,333,044 161,289 686,415 217,507 414,756 1,324,749 6,430,275
Goods and services 1,373,565 1,591,179 1,571,747 719,255 412,101 40,153 755,023 492,580 6,955,603
Amortization 81,684 134,824 2,522,682 - 359,886 154,746 - 211,969 3,465,791
Fiscal services 11,612 49,476 - - - - - - 61,088
Total expenses 2,651,512 2,883,343 5,427,473 880,544 1,458,402 412,406 1,169,779 2,029,298 16,912,757
Annual surplus (deficit) $ 9,751,945 $ (2,327,350) $ (3,883,661) $ (108,246) $ 1,924,490 $ 455,889 $ (601,620) $ (1,421,395) $ 3,790,052
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Notes to Consolidated Financial Statements (continued)

Year ended December 31, 2022

14. Budget data

The budget data presented in these consolidated financial statements is based upon the 2022
operating and capital budgets approved by Council via Bylaw 765 on April 27, 2022.

The table below reconciles the approved budget to the budget figures reported in these
consolidated financial statements:

Budget amount

Revenue:
Operating budget $ 22,885,000
Less:
Add:
Proceeds from sale of assets 4,000,000
Proceeds from borrowing 2,245,000
Transfers from surplus or reserves 1,777,000
Total revenue 30,907,000
Expenses:
Operating budget 18,379,000
Capital budget 13,357,000
Less:
Amortization (3,400,000)
Add:
Transfers to reserves 1,957,000
Debt principal repayments 614,000
Total expenses 30,907,000

15. Comparative information:
Certain 2021 comparative figures have been reclassified to conform with the consolidated

financial statement presentation adopted for the current year. The changes had no impact on
prior year annual surplus.
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Schedule 1 - Canada Community Building Fund (formerly know as the Federal Gas Tax Fund)

Year ended December 31, 2022

2022 2021

Opening balance $ - $ -
Grand fund received 451,478 883,212
Interest earned 2,305 -
453,783 883,212

Project expenditures - 883,212
$ 453,783 $ -

Canada Community Building Fund grants are provided by the Government of Canada. Use of the
funding is established by a funding agreement between the Municipality and the Union of British
Columbia Municipalities. Canada Community Buildings Fund grants may be used towards
designated public transport, community energy, water, wastewater, solid waste and capacity building
projects, as specific in the funding agreement.
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Schedule 2 - COVID-19 Safe Restart Grant

Year ended December 31, 2022

2022 2021
Opening balance $ 526,097 $ 1,468,502
Project expenditures
Revenue shortfalls 15,000 160,000
Technology costs to improve remote work 173,369 446,500
Community grants 70,385 121,712
General administration 37,355 98,708
Public works - 2,132
Emergency services 50,682 -
Protective services 1,600 33,677
Parks and buildings 97,706 79,676
446,097 942,405
$ 80,000 $ 526,097
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