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District of Lantzville
Consolidated Financial Statements
December 31, 2011

Management's Responsibility

To the Mayor and Council of the District of Lantzville:

Management is responsible for the preparation and presentation of the accompanying consolidated
financial statements, including responsibility for significant accounting judgments and estimates in
accordance with Canadian generally accepted accounting principles. This responsibility includes
selecting appropriate accounting principles and methods, and making decisions affecting the
measurement of transactions in which objective judgment is required.

In discharging its responsibilities for the integrity and fairness of the consolidated financial
statements, management designs and maintains the necessary accounting systems and related
internal controls to provide reasonable assurance that transactions are authorized, assets are
safeguarded and financial records are properly maintained to provide reliable information for the
preparation of consolidated financial statements.

The Mayor and Council are composed entirely of persons who are neither management nor
employees of the District. The Mayor and Council are responsible for overseeing management in
the performance of its financial reporting responsibilities, and for approving the financial
statements. The Mayor and Council fulfill these responsibilities by reviewing the financial
information prepared by management and discussing relevant matters with management and
external auditors. The Mayor and Council are also responsibie for the appointment of the District's
external auditors.

MNP LLP, an independent firm of Chartered Accountants, is appointed by the Mayor and Council
to audit the consolidated financial statements and report directly to them; their report follows. The
external auditors have full and free access to, and meet periodically with both the Mayor and
Council and management to discuss their audit findings.

April 16, 2012

uwp a) /Mzmll ]L

Twyla’Gra
ChieFAdministrative Officer




Independent Auditors’ Report

To the Mayor and Council

District of Lantzville

We have audited the accompanying consolidated financial statements of the District of Lantzville, which comprise the
consolidated statement of financial position as at December 31, 2011 and the consclidated statementis of operalions and
accumulaled surplus, change in net financial assets, cash flows and related schedules for the year then ended, and 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 consolidaled financial statements in
accordance wilh Canadian public seclor accounting standards, and for such internal control as management determines is
necessary lo enable the preparation of consolidated financial statements that are free from material misstatement, whether

due to fraud or error.

Auditors' Responsibility

Our responsibilily is to express an opinion on these consolidated financial statements based on our audil. We conducled
our audit in accordance with Canadian generally accepled auditing slandards. Those slandards require that we comply
with ethical requirements and plan and perform the audit lo obtain reasonable assurance about whether lhe consolidated

financial statements are free from material misstatemenl.

An audit involves perfoerming procedures to obfain audit evidence aboul the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of the risks of
material misstatement of the consolidated financial stalements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant 1o the entity's preparation and fair presentation of the
consolidaled financial statemenls in order lo design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on lhe effectiveness of the entity's internal control. An audit also includes evalualing
the appropriateness of accounling policies used and the reasonableness of accounting eslimales made by management,
as well as evalualing the overall presenlation of lhe consolidated financial slatements.

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

Opinion
In our opinion, the consolidaled financial statemenls present fairly, in all material respects, the financial posilion of the
District of Lantzville as at December 31, 2011 and the resulls of its operalions, change in net financial assets and its cash

flows for lhe year lhen ended in accordance with Canadian public secter accounting standards.

Nanaime, Brilish Columbia M A/'/'ID LLp

April 16, 2012 Chartered Accountants

P.0. Box 514, 96 Wallace Streel, Nanaimo, British Columbia, VIR 5L5, Phone: (250) 753-8251, 1-877-340-3330 MNP



District of Lantzville

Consolidated Statement of Financial Position

As at December 31, 2011

2011 2010
Financial Assets
Cash and cash equivalents (Note 2) 5,022,082 $ 4,925,814
Accounts receivable (Note 3) 1,094,491 593,781
6,116,573 5,519,595
Liabilities
Accounts payable and accrued liabilities (Note 4) 440,980 501,077
Deferred revenue (Note 5) 852,764 908,785
Deposits (Note 6) 15,629 16,320
1,309,373 1,426,191
Net Financial Assets 4,807,200 4,093,404
Non-Financial Assets
Tangible capital assets (Note 7 and Schedule A} 31,631,795 30,459,576
Prepaid expenses 6,017 2,256
31,637,812 30,461,832
Accumulated Surplus (Note 8) 36,445,012 $ 34,555,236

See accompanying notes and schedules to the consolidated financial statements.

On behalf of the Municipality:

W
sy Hobmes

Jedh@ Holmes, CA, Deputy Director of Financial Services
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District of Lantzville

Consolidated Statement of Operations and Accumulated Surplus

For the year ended December 31, 2011

2011 2011 Fin. Plan 2010
{Unaudited-Note 14}
Revenue:
Taxation (Note 9) $ 1,396,099 § 1,394,880 § 1,389,364
Government grants and transfers (Note 10} 1,686,172 1,889,068 1,243,035
Utility taxes and fees 1,188,694 1,041,069 1,161,965
Services and fees (own sources) 85,289 61,591 82,594
Grants in lieu of taxes 72,430 72,620 71,774
Interest 59,422 15,000 41,702
Development cost charges - - 36,000
Other 27,189 33,375 (9,696)
$ 4,515,295 § 4,507,603 § 4,016,738
Expenditures (Note 11):
General government $ 678,774 $ 697,820 § 667,669
Transportation services 657,199 379,570 594,443
Protective services 296,756 253,000 298,454
Sewer 251,563 106,490 315,553
Water 301,084 288,610 279,906
Solid waste collection 165,413 164,250 170,821
Parks and recreation 113,043 230,190 78,793
Legislative services 116,159 125,949 82,932
Planning and environmental development 45 528 58,270 44,135
$ 2,625,519 2,302,149 2,532,706
Surplus for the year 1,889,776 2,205,454 1,484,032
Accumulated surplus,
beginning of year 34,555,236 34,555,236 33,071,204
Accumulated surplus, end of year $ 36445012 $ 36,760,690 § 34,555,236

Commitments and contingencies are specified in Note 12

See accompanying notes and schedules to the consolidated financial statements.,
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District of Lantzville

Consolidated Statement of Cash Flows

For the year ended December 31, 2011

2011 2010
Net inflow {outflow) of cash related to the following activities:
Operating
Surplus for the year 1,889,776 3 1,484,032
Non-cash items included in operations:
Amortization of tangible capital assets 675,836 582,690
Loss (gain) on the sale of tangible capital
asseis 10,052 14,383
Change in prepaid expenses (3,761) 5,699
682,127 602,772
Net change in non-cash working capital balances
related to operations (617,528) 1,027,513
Cash provided by operating transactions 1,854,375 3,114,317
Capital
Purchase of tangible capital assets {1,858,107) (2,231,580)
Proceeds from sale of tangible capital assets - 15,000
Cash used by capital transactions (1,858,107) (2,216,580)
Increase in cash and cash equivalents 96,268 897,737
Cash and cash equivalents, beginning of year 4,925 814 4,028,077
Cash and cash equivalents, end of year 5,022,082 3 4,925,814

See accompanying notes and schedules to the consolidated financial statements.
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District of Lantzville

Consolidated Statement of Change in Net Financial Assets

For the year ended December 31, 2011

2011 2011 Fin. Plan 2010
{Unaudited-Nole 14)

Surplus for the year $ 1,889,776 2,205,454 $ 1,484,032
Purchase of tangible capital assets (1,858,107) {2,597,627) (2,231,580)
Amortization of tangible capital assets 675,836 - 582,690
Loss (Gain) on the sale of tangible capital assels 10,052 - 14,383
Proceeds on sale of tangible capital assets - - 15,000

717,557 {392,173) (135,475}

Acquisition of prepaid expense (6,017) - (2,258)
Use of prepaid expenses 2,256 - 7,955
(3,761) - 5,699

Increase (decrease) in net financial assets 713,796 {392,173) (129,776)

Net financial assets, beginning of year 4,093,404 4,093,404 4,223,180

Net financial assets. end of year $ 4,807,200 $ 3,701,231 $ 4,093,404

See accompanying notes and schedules fo the consolidated financial statements.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

The District of Lantzville is a municipality that was incorporated on June 25, 2003 pursuant to the issue of Lelters Patent
dated April 3, 2003.

The District operates under the provisions of the Local Government Act and Community Charter

The District's principal activities include the provision of local government services to residents of the incorporated area.
These services include general government, fire protection, solid waste collection, parks and recreation, planning and
development, and water and sewer services.

1. Significant Accounting Policies
(a) Basis of Presentation:

The District follows Canadian public sector accounting standards and appiies such principles consistently. The
consolidated financial statements have been prepared in accordance with Canadian Public Sector Accounting
Standards.

The financial resources and operations of the District have been consolidated for financial statement purposes and
include the accounts of all the funds of the District, which include General, Water and Sewer Operating, Capital and
Reserve Funds. Inter-fund transactions have been eliminated on consolidation.

{b) Revenue Recognition:

Revenues and expenditures are recorded on the accrual basis of accounting. The accrual basis of accounting
recognizes revenues in the period in which the transactions or events occurred that give rise to the revenues.
Expenditures are recognized in the period in which the goods or services are acquired and a legal liability is incurred
or transfers are due.

Property tax revenues are recognized in the year that they are levied.

Parcel tax revenues are recognized in the year that they are levied. Parcel taxes paid in advance, which relate to
phase 1 sewer operaling costs, are deferred and amortized proportionately to revenue over the term for which the
parcel tax is expected to be levied.

Operating grants are recognized when they are earned. Receipts that are restricted by legislation or by agreement
with external parties are recorded as deferred revenues. When qualifying expenses are incurred, deferred
revenues are recognized as revenue in equal amounts.

Water and sewer fees are recognized when the commodity or service has been received by the customer.

Interest and penalties are recognized when earned. Allocations of interest are made to statutory reserve funds and
certain restricted non-statutory funds.

Capital grants and developer contributions are recognized when the related expenditure is incurred and when
collection is reasonably assured.

Government transfers are recognized in the financial statements as revenue in the period in which the events giving
rise to the transfer occur, providing the transfers are authorized, any eligibility criteria have been met and
reasonable estimates of the amount can be made.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

{c) Financial instruments:

The District's financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable,
accrued liabilities and deposits. Unless otherwise noted, it is management's opinion that the District is not exposed
to significant interest, credit or currency risks arising from these financial instruments.

(d) Tangible Capital Assets:

Tangible capital assets, comprised of capital assets and capital assets under construction exceeding $10,000, are
recorded at cost less accumulated amortization and are classified according to their functional use. Contributed
tangible capital assets are recorded at fair value at the date of the contribution. Amortization is provided on a
straight-line basis over the estimated useful life of the asset commencing the year the asset is put into service. One-
half of the amortization is claimed in the first year of acquisition and in the year of disposal. Estimated useful lives
are as follows;

Asset Rate
Buildings 15 - BO years
Equipment 5-10 years
Land Improvements 10 - 50 years
Roads Infrastructure 10 - 75 years
Vehicles 10 - 25 years
Sewer Infrastructure 10 - 100 years
Water Infrastructure 10 - 100 years

Repairs and maintenance costs are charged to expense. Betterments which extend the estimated useful life of an
asset or enhance the service potential of capital assets are capitalized.

Government contributions for the acquisition of capital assets are recorded as revenue and do not reduce the cost
of the related capital asset.

(¢) Use of Estimates:

Preparation of financial statements in accordance with Canadian public sector accounting standards requires
management to make estimates based upon assumptions. These estimates and assumptions affect the amounts of
assets and liabilities reported or disclosed as at the date of the financial statements and the reported amount of
revenues and expenses during the period. Significant areas requiring the use of management estimates relate to
accruals for expected employee compensated absences and provisions for contingencies. Included in the accrual
for expected employee compensated absences is an estimate for sick leave which is based on methodology
requiring significant judgement that could result in material error. Amortization is based on aestimates of the assets’
useful lives. Actual results could differ from those estimates. Adjustments, if any, will be reflected in operations in
the period of settlement.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

(f) Employee Future Benefits:

The District recognizes the expenses relating to employee benefits in the period in which the employees render the
services in return for the benefits, including compensated employee absences that accumulate but do not vest.
Absences due to employee illness are paid when an injury or illness occurs, but entitlement to such compensation
arises as employees render service. Entitlement to compensated absence due to iliness or injury is measured as
the expected future utilization of this benefit.

2. Cash and Cash Equivalents

December 31 cash balances include amounts designated for specific future capital expenditures, restricted
revenues and various deposits, as follows:

2011 2010
Restricted cash

Statutory reserves (Note 8) 3 2,928,506 % 2,744,762
Restricted revenues - deferred revenue (Note 5) 852,764 908,785
Restricted revenues - deposits (Note 6) 15,629 16,329
3,796,899 3,669,876

Unrestricted cash
Cash available for operations 1,225,183 § 1,255,938
$ 5,022,082 % 4,925,814

Cash deposited at the Coastal Community Credit Union earns interest at the rate in the range of prime minus
1to 2 %. Cash deposited at the Municipal Finance Authority ($1,051,786 at December 31, 2011 ($1,041,022 at
December 31, 2010 )) is invested in the MFABC Money Market Fund which earned an effective yield of 1.03%
(2010 - .60%) and whose market value is equal to its cost.

3. Accounts Receivable
Accounts receivable comprise the following as at December 31:

2011 2010
Other governments 3 645,845 § 266,062
Property and parcel taxes 310,163 218,535
User fees and other 138,483 109,184
$ 1,094,481 § 593,781

Page 7



District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

4, Accounts Payable
Accounts payabie comprise the following as at December 31:

2011 2010
General $ 269684 % 241,382
Other governmenls 95,096 195,896
Salaries, wages and benefits 76,200 63,799
$ 440980 § 501,077
5. Deferred Revenue
Deferred revenue comprise the following as at December 31:
2010 Receipts Interest Revenue 2011
Community Works
(Gas Tax) Funds L] 508,957 $ 148,388 § 4835 § (254,017) § 408,163
Developmenl Cost Charges 206,009 33,777 2,278 242,064
Administration and
inspection fees 109,442 109,442
Phase 1 sewer op. costs
prepaid by residenls 35,556 (2,162) 33,394
Prepaid property laxes 35,250 45,435 (35,250) 45,435
Prepaid Utility Fees 1,564 2,389 (1,564) 2,389
Treaty Negotiation Grant 11,322 11,322
Prepaid tax certificale 685 1,320 (3.,450) 555
accounts
$ 908,785 $ 231,309 § 7113 § (294,443) $ 852,764

Community Works (Gas Tax) Funds

The Community Works funding is provided by the Government of Canada. The use of the funding is established by
a funding agreement between the District and the Union of British Columbia Municipalities. These funds may be
used towards designated public transit, community energy, water, wastewater, solid waste and capacity building
projects, as specified in the funding agreement, During 2011, $254,017 {2010 - $36,800 Knarston Creek Overflow
Project) were used to fund the E & N Rail Corridor - Aulds/Ware Roads Major Trail.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended Decernber 31, 2011

Development Cost Charges

Development Cost Charges are restricted revenue liabilities representing fees collected from property development.
The use of these funds is restricted by legislation (Community Charter} and can only be used for the purposes for
which they were collected, being primarily to fund new infrastructure capital works. In accordance with Canadian
public sector accounting standards, the District records these funds as restricted revenue which is then recognized

as revenue when the related costs are incurred.

2010 Receipts Interest Revenue 2011
Walter % 72,056 15,574 826 - 88,456
Sewer 16,260 12,366 205 - 28,831
Drainage 21,953 2,362 233 - 24,548
Highway 58,223 1,935 617 . 60,775
Facilities
Parkland 37,517 1,540 397 - 39,454
$ 206,009 $ 33,777 % 2,278 - 242,064
6. Deposits
Deposits comprise the following as at December 31:
2011 2010
Performance deposils 13,629 % 13,329
Sewer Works — Phase 2 deposits 2,000 3,000
15,629 % 16,329

Performance deposits are funds collected from various property developers and held as security to ensure the
completion of specified agreed on works. These funds will be released once the related works are completed, or

used by the District to complete the works for which they are held.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

7. Tangible Capital Assets (Schedule A)

2011 2010
Land $ 8,752,199 % 8,752,199
Land improvements 716,795 67,313
Buildings 1,195,750 1,242,331
Vehicles 648,612 603,463
Equipment 241,446 263,969
Infrastruclure:
Roads 7,807,697 7,807,348
Sewer 8,194,087 7,658,515
Water 4,075,209 4,052,166
Assets under construction - 12,272
$ 31,631,795 % 30,459,576

Land is comprised of land under roads, parks and tennis courts, well fields, and land under and around District
buildings. Land improvements include playground equipment, playing fields and courts, and parking lots.

8. Accumulated Surplus

Operating Funds - These funds comprise the principal operating activities of the District and include funds for

general government, sewer and water services.

Capital Funds - These funds are used to record the acquisition and disposal of tangible capital assets and related

financing. These funds include general, sewer and water capital funds.

Reserve Funds - These funds have been created to hold assets for specific future requirements. They are

comprised of the statutory reserve funds shown in Note 2.

Certain amounts, as approved by Council, are set aside in reserves for future capital expenditures. Transfers to and

or from are reflected as an adjustment to the respective fund.

2011 2010
Operating Fund $ 1,884,711 $ 1,350,898
Statutory Reserve Funds (Schedule B) 2,928,506 2,744,762
Equity in Tangible Assets 31,631,795 30,459,576
$ 36,445,012 $ 34,555,236
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

Operating Funds

General Water Sewer Total
Opening balance 5 1,426,981 % 765,111 $ (841,194) $ 1,350,898
Surplus for the year 1,106,767 106,246 646,882 1,859,895
Transfers lo Capital Funds (619,303) (19,269} (533,649) (1,172,221)
Transfer to Reserve Funds (448,225) (136,300) {89,515) (674,040)
Transfers from Reserve Funds 402,915 117,264 - 520,179
Closing balance $ 1,869,135 § 833,052 § (817,476) $ 1,884,711
Equity in Tangible Capital Assets:
2011 2010
Opening balance $ 30,459,576 $ 28,840,069
Add: Purchases of tangible capital assels 1,858,107 2,231,580
Less: Proceeds on disposal - (15,000)
Gain (loss) on disposal (10,052) {14,383)
Less: Amortization (675,836) (582,690}
$ 31,631,795 $ 30,459,576

9. Taxation

The District is required to coliect taxes on behalf of, and transfer these amounts to, other government agencies

noted below.

2011 2010
Property laxes collecled $ 4,351,070 $ 4,250,348

Less lransfers to other governments:
School District 1,888,829 1,835,270
School District - policing 183,703 167,170
Regional Hospilal District 127,944 174,608
Regional District of Nanaimo 566,505 501,249
BC Assessment 51,009 50,345
Municipal Finance Authority 158 147
Vancouver Island Regional Library 135,813 132,195
2,954 971 2,860,984
$ 1,396,099 $ 1,389,364

Page 11



District of Lantzville

Notes to Consoclidated Financial Statements

Year ended December 31, 2011

10. Government Grants and Transfers

11.

2011 2010
Operating transfers from provincial government:
Strategic Communities Investmenl Fund Grant $ 607,187 $ 124,221
Qther 4,850 17,896
612,037 142,117
Capital transfers:
Canada/B.C. Infraslructure Granl 420,118 664,118
BC Towns for Tomorrow Grant 400,000 400,000
Communily Works (Federal Gas and Public Transit) Funds 254,017 36,800

$ 1686172 $ 1,243,035

Expenditure by Object and Segment

The financial statements report on expenditures by function. The District's expenditures by object are reported in
Schedule C - Consolidated Schedule of Segment Disclosures.

Costs included in the District's financial plan are determined for each segment based on Council's approval of
management recommendations as a result of Council's overall vision and strategy for the District. Financial Plan
revenues from fees and charges, external funding, or internal allocations from reserves and accumulated surplus
are also determined in the same manner. Actual expenditures are coded at the time of purchase to the appropriate
segment and some payroll expenditures are allocated based on a pre-determined allocation consistent with the
annual financial plan.

The segments included in the schedule are as follows:

General Government includes all administrative aspects of the District including property tax collection, council,
and general services to the residents of the District.

Transportation Services includes management of the roads, storm drainage, and vehicle fleet used to provide
services to the District.

Protective Services includes the fire department, building inspection, bylaw enforcement, and emergency planning.

Solid Waste Collection includes fees related to residential curbside collection services.
Planning includes land use planning, subdivision, development, and mapping.

Parks and Recreation includes management of District parks and trails, and the District's contribution to Mine
Town Days.
Sewer Services includes the management and maintenance of the sanitary sewer collection system.

Water Services includes the management and maintenance of the water distribution system including reservoirs,
wells, and hydrants.

Capital Funds includes funding and expenditures related to the purchase of capital assets in the general
government, sewer and water services functions.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

12.

13.

Reserve Funds includes interest earned on balances in the general government, sewer and water services capital
reserves.

Commitments and Contingencies
{a} Municipal Pension Contingency

The District and its employees contribute to the Municipal Pension Plan (the Plan), a jointly trusteed pension plan.
The board of trustees, representing plan members and employers, is responsible for overseeing the management
of the Plan, including investment of the assets and administration of benefits, The Plan is a multi-employer
contributory pension plan. Basic pension benefits provided are defined. The plan has about 173,000 active
members and approximately 63,000 retired members. Active members include approximately 35,000 contributors
from local government.

The latest valuation as at December 31, 2009 indicated a unfunded liability of $1.024 billion for basic pension
benefits. The next valuation will be as at December 31, 2012 with results available in 2013. Defined contribution
plan accounting is applied to the Plan as the Plan exposes the participating entities to actuarial risks associated with
the current and former employees of other enlities, with the resuit that there is no consistent and reliable basis for
allocating the obligation, Plan assets and cost to individual entities participating in the Plan.

The District paid $41,929 (2010 - $37,751) for employer contributions to the Plan in fiscal 2011, while employees
contributed $43,031 (2010 - $39,048) to the Plan in fiscal 2011.
{(b) Municipal Insurance Contingency

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

Comparative Figures

Certain comparative figures have been reclassified to conform to the presentation adopted for the current year.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2011

14. Financial Plan Figures

Financial Plan figures included in these financial statements are unaudited and represent the Financial Plan Bylaw
adopted by Council. The Financial Plan includes internal transfers to and from Reserve and other surplus balances,
and also capital expenditures rather than amortization expense. The following schedule reconciles the consolidated
surplus as presented in the Financial Plan approved by Council to the consolidated surplus as shown in the

Consolidated Statement of Operations.

2011

Consolidated surplus, per "Districl of Lantzville Financial Plan Bylaw No. 88, 2011. $ 6,521
Add:

Capital expenditures 2,597 627

Transfers to statutory reserves 610,525

Inlernal debt repayment 253,805
Less:

Transfers from statutory reserves (758,559)

Recovery from prior year surplus {504,465}
Consolidated surplus, per "2011 Financial Plan” for Consolidated Statement of Operations $ 2,205,454
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