AGENDA
COUNCIL COMMITTEE MEETING
MUNICIPAL DISTRICT OF PINCHER CREEK
April 4, 2019
9:00 am

Approval of Agenda

Closed Meeting Session

- Public Works Call Log — FOIP Section 17

- 2019 Budget Amendment — FOIP Section 25

Consolidated Financial Statements — For year ending December 31, 2018 (10:00 am)
- Darren Adamson, with Avail LLP, will be attending the meeting

Round Table Discussions

Adjournment



April 9, 2019

Reeve and Council

Municipal District of Pincher Creek No. 9
PO Box 279

Pincher Creek, Alberta TOK TWO

’ Ladies and Gentlemen:
RE: 2018 ANNUAL AUDIT OF MUNICIPAL DISTRICT OF PINCHER CREEK NO. 9

We are pleased to provide the following report relating to our audit of the financial statements
of Municipal District of Pincher Creek No. 9 for the year ending December 31, 2018.

During the course of our audit we identified matters which may be of interest to the Council.
The objective of an audif is to obtain reasonable assurance whether the financial statements
are free of material misstatement and it is not designed to identify matters that may be of
interest to the Council in discharging its responsibilities. Accordingly an audit would not usually
identify all such matters.

The matters identified are included in this report which has been prepared solely for the
information of the Council and is not intended for any other purpose. As such, we accept no
responsibility to a third party who uses this report. Should any member of the audit committee
or equivalent wish to discuss or review any matter addressed in this letter or any other matters
related to financial reporting, please do not hesitate to contact us at any time.

Qur report is intended to assist the Council in fulfilling its obligation with respect to the 2018
financial statements. We have also attached a separate communication regarding the role of
the Council and our recommendations for the Council of the Municipal District of Pincher
Creek No. 9.

We would be pleased to further discuss any of the issues addressed in the report or any other
issue which may be of interest or concern to the Council.

Yours truly,

AVAIL LLP

Darren Adamson, CPA, CA
Enclosure
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l. Purpose and Scope of Examination

We refer you to our communication dated February 19, 2019, which outlines the purpose and
scope of our examination.

Il Resuits of Examination

As a result of our examination, we report that, in our opinion, the financial statements as at
December 31, 2018 present fairly, in alt material respects, the financial position of the Municipal
District of Pincher Creek No. ? in accordance with Canadian public sector accounting
standards.

Throughout the course of our examination, we received full co-operation from Municipal
District of Pincher Creek No. 9 officials and employees. No restrictions were imposed on the
method or extent of our examination. We were given access to all records, documents and
other supporting data and were furnished all information and explanations we required. In
addition, we had the opportunity to discuss accounting matters with Municipal District of
" Pincher Creek No. ¢ officials.

. Communication with Council
In accordance with the auditing standard "communicafions with those having oversight

responsibility for the financial reporting process", the following matters are recommended to be
communicated to the Council.

Matters to be Reference/Comment
Communicated
1. Significant During our audit, we did not encounter any significant deficiencies
Deficiencies in Internal |[in internal conftrols.
Controls
2. lllegal Acts and An audit conducted in accordance with generally accepted
Fraud auditing standards does not provide assurance about an entity's

compliance with the laws and regulations that may affect it. These
standards include, however, a requirement that the nature, extent
and fiming of the auditors' procedures should be designed so that, in
the auditors' professional judgment, the risk of not detecting a
material misstatement in the financial statements is reduced to an
appropriately low level.

However, due to the nature of ilegal acts, an auditor conducting an
audit in accordance with generally accepted auditing standards
may not detect an illegal act, or recognize an act as being iliegal,
even if the effect of its consequences on the financial statements is
material.

Based on the results of our testing, we did not idenfify any illegal,
improper or questionable payments or acts nor any acts committed
with the intent to deceive, involving either misappropriation of assets
or misrepresentation of financial information.
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J.1gnimeant
Accounting Principles
and Policies

ve rerer you 10 note 2 to the financial statements for a summary of
significant accounting policies adopted by the Municipal District of
Pincher Creek No. 9.

4. Manggements
Judgments and
Accounting Estimates

There were no disagreements between management and ourselves
regarding management's judgments and accounting estimates.

Going Concern Assumption -

[tis now arequirement that management make an assessment each
year regarding the Municipal District of Pincher Creek No. 9's ability
to continue as a going concern. This assessment requires
management fo make certain judgments about the Municipal
District of Pincher Creek No. 9's ability to meet its obligations in the
foreseeable future.

Management has advised that they are aware of no events or
condifions that cast doubt upon the Municipal District of Pincher
Creek No. 9's ability fo continue as a going concern in the
foreseeable future, and there is no intention to liquidate the
Municipal District of Pincher Creek No. 9's assets or otherwise cease
operations.

5. Written
Representation from
Management

As requested, management has provided us written representations
that it has fulfilled its responsibility for the preparation of the financial
statements and that it has provided us with the required information
for us to complete our audit.

6. Other Information in
Documents Containing
Audited Financial
Statements

Should the Municipal District of Pincher Creek No. ? issue any report
during the year that inciudes the audited financial statements, we
will be required to read the unaudited information in the report prior
to its release to ensure consistency with the information presented in
the financial statements.

7. Disagreements with

There were no disagreements between management and ourselves

Management with respect to the Municipal District of Pincher Creek No. 9's
accounting policies or presentation and disclosure in the financial
statements.

8. Difficulties The full co-operation of management and other personnel was

Encountered in
Performing the Audit

received during our examination.

9. Financial Statement
Disclosure

There were no contentious financial statement disclosure issues.

10. Other Matters

No other marrers were notea.

11. Emerging Issues

Future Accounting Changes
The Public Sector Accounting Board has issued the following
accounting standards:
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PS 3430 Restructuring Iransachons (errecnve Apmi 1, ZUis)

This standard provides guidance on how to account for and report
restructuring transactions by both fransferors and recipients of assets
and/or liabilities, together with related program or operating
responsibilities.

PS 3450 Financial Insfruments (effective April 1, 2021)

Adoption of this standard requires corresponding adoption of PS
2601 Foreign Currency Translation, PS 1201 Financial Statement
Presentation, and PS 3401 Portfolio Investments in the same fiscal
period. These standards provide guidance on: recognition,
measurement and disclosure of financial instruments; standards on
how to account for and report transactions that are denominated in
a foreign currency; general reporting principles and standards for
the disclosure of information in financial statements; and how to
account for and report portfolio investments.

PS 3280 Asset Retirement Obligations (effective April 1, 2021)

This standard provides guidance on how to account for and report
a liability for retirement of a tangible capital asset.
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Municipal District of Pincher Creek No. 9
Unadjusted Financial Statement Misstatements
For the year ended December 31, 2018

Proposed Adjustments Dr {Cr)

Balance She~*

Unadjusted Financial Opening Income Closing

Statement Misstatements Equity Statement Assets Liabilities Equity
Corndanuards _
Interest accrudal $ 20,6451%  (20,645) - $ - -
RCMP contract 39,075 (39,075) - - -
MSI| oper~+~g grant {55,508) 55,508 - - -
Subtot~! 4,212 (4,212) - -
I~~ome 1axes - - _ - .
joral $ 4,2121% (4,212) - $ - -
4
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April 9, 2019

Reeve and Council

Municipal District of Pincher Creek No. 9
PO Box 279

Pincher Creek, Alberta TOK 1WO

Ladies and Gentlemen:

We have completed our audit of the financial statements of the Municipal District of Pincher
Creek No. 9 for the year ended December 31, 2018. Our audit included consideration of
infernal control relevant to the preparation of the financial statements to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of internal confrol. Accordingly, our review of any given control
was limited and would not disclose all weaknesses in the system or all matters which an in-
depth study might indicate. As you know, the maintenance of an adequate system of internal
controls is the responsibility of the Reeve and Council.

During the course of our audit for the year ended December 31, 2018, we identified no
significant matters which may be of interest to the Council.

This communication is prepared solely for the information of the Council members and
management of the Municipal District of Pincher Creek No. 9 and is not intended for any other
purpose. We accept no responsibility to a third party who uses this communication.

We would like to thank Meghan, Brendan and the finance team for their assistance during our
audit. Thank you for the continuing opportunity to be of service to your organization and we
look forward to serving you in the future. If you have any questions or concerns regarding our
audit or any other issues with which you may require our assistance, please do not hesitate to
contact us,

Thank you.

Yours truly,

AVAILLLP

Darren Adamson, CPA, CA





















MUNICIPAL DISTRICT OF PINCHER CREEK NO. 9
CONSOLIDATED STATEMENT OF OPERATIONS
For the year ended December 31, 2018

Budget 2018 2017
(Unaudited) _
Revenue

Net municipal property taxes (note 14) $ 11,256,000 $ 11,507,105 $ 10,808,268
User fees and sales of goods 414,670 344,375 512,432
Government transfers for operating (note 15) 464,660 526,036 666,954
Investment income 266,000 309,399 310,198
Penalties and costs of taxes 83,000 148,934 92,114
Licenses and permits 64,750 108,439 103,484
Gain on disposal of capital assets - 127,558 62,849
Rental 319,870 390,239 317,491
Other _ 102,300 245573 316,849

12,971,250 (m"_‘:ﬂ 3,707,658 13,190,639

]
. |
. K

Expenses (note 16)

Legislative 233,660, ' 217,578 251,039
Administration 2,277,337~ 2,486,136 2,265,577
Palice, fire, disaster, ambulance and bylaw s

enforcement e 581,186 849,198 724,319
Roads, streets, walks and lighting - 7‘;617,&’219 7,887,739 7,398,221
Airport { "’%1 A},,8‘51,374 858,403 838,027
Storm sewers and drainage 12,290 22,620 6,474
Water supply and distribution fu (™. 370,930 346,401 447,341
Waste management £ 7 360,820 352,572 350,747
Family and community support services M 134,000 133,514 133,514
Cemeteries and crematoriums 45,960 45,960 48,950
Land use planning, zoning and developme 311,710 331,213 282,153
Agricultural and environmental services " 618,328 503,602 588,458
Parks and recreation i 327,200 433,459 398,784

Cultu— ‘ibraries, museums, halls P 20720 409,564 1,664,939

14,195,0?4 _ 14 877,959 15,398,543

Deficiency of revenue over expem“é&é*before other (1,223,784) (1,170,301) (2,207,904)
T
AN

neo
Oth(gcr)vernment transfers for caSif;I {note 15) 431,000 5,434,859 2,125,234
(Deficiency) excess of revenue over expenses (792,784) 4,264,558 (82,670)
Accumulated surplus, beginning of year 64,499,386 64,499,386 64,582,056
Anminmrsrlatad Arsvmlitn Aand Afvrane ¢ rA7NARND ¢ RQ 7872 QAA ¢ aA 4100 29r
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MUNICIPAL DISTRICT OF PINCHER CREEK NO. 9
NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN"
For the year ended December 31, 2018

1. Significant accounting policies

The consolidated financial statements of the Municipal District of Pincher Creek No. 9 are the
representations of management prepared in accordance with generally accepted accounting
principles for local governments established by the Public Sector Accounting Board of the
Chartered Professional Accountants of Canada. Significant aspects of the accounting policies
adopted by the Municipal District of Pincher Creek No. 9 are as follows:

(a) Reporting entity
The consolidated financial statements reflect the assets, liabilities, revenue and expenses,
changes in fund balances and change in financial posmon of the reporting entity which
comprises all of the organizations that are owned or controHeda by the Municipal District of
Pincher Creek No. 9 and are, therefore, accountable to theICouhcn for the administration of
their financial affairs and resources. :

Taxes levied also includes requisitions for educatlonal health care, social and other
external organizations that are not part of the mun|0|pal reportmg entity.

Fay, oy
The statements exclude trust assets that are édmmistered for the benefit of external parties.
Interdepartmental and organizational transactlons'and balances are eliminated.

(b) Basis of accounting Ty
The financial statements are prepareg usmg the accrual basis of accounting. The accrual
basis of accounting records revengie. Jds it is eamed and measurable. Expenses are
recognized as they are incurred and measurable based upon receipt of goods or services
and/or the legal obligation to pay;.; *

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

Government transfers/f contrlbutlons and other amounts are received from third parties
pursuant to Ieglslatlon regulatlon 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 chardes and fees are collected for which the related services have yet to be
performed. Revenue is recognized in the period when the related expenses are incurred,
services performed or the tangible capital assets are acquired.

(c) Use of estimates
The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements, and the reported ©  unts of revenue and
expense during the period. Whe  measurement uncertainty exists, the financial statements
have been prepared within reasonable limits of materiality. Actual results could differ from
those estimates.

(d) Investments
Investments are recorded at amortized cost. Investment premiums and discounts are
amortized on the net present value basis over the term of the respective investments.
When there has been a loss in value that is other than a temporary decline, the respective
investment is written down to recognize the loss.
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MUNICIPAL DISTRICT OF PINCHER CREEK NO. 9
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2018

Significant accounting policies, continued

(e) Inventories for resale
Land held for resale is recorded at the lower of cost and net realizable value. Cost includes
costs for land acquisition and improvements required to prepare the land for servicing such
as clearing, stripping, and leveling charges. Related development costs incurred to provide
infrastructure such as water and waste water services, roads, sidewalks, and street lighting
are recorded as physical assets under their respective function.

(f) Debt charges recoverable £
Debt charges  :overable consist of amounts that are recoveraple from municipal agencies
or other local governments with respect to outstandmg debentures or other long-term debt
pursuant to annexation orders or joint capital undertakmgs These recoveries are recorded
at a value that equals the offsetting portion of the unmatured long-term debt, less actuarial
requirements for the retirement of any sinking fund debentures

(g) Contaminated sites liability P, M
Contaminated sites are a result of contammation belng introduced into air, soil, water or
sediment of a chemical, organic or radroactrve‘rmatenal or live organism that exceeds an
environmental standard. The liability is recorded net of any expected recoveries. A liability
for remediation of a contaminated site |s,rergn|zed when a site is not in productive use and
is management's estimate of the cost gf 'post remediation lncludmg operation, maintenance
and monitoring. i

(h) Tax revenue . :
Tax revenues are recognized when the tax has been authorized by bylaw and the taxable
event has occurred.

......

(i) Reserves for futurereXpenses
Reserves are establlshed at the discretion of Council to set aside funds for future operating
and capital expenses Transfers to and/or from reserves are reflected as an adjustment to
the respective fund.

(i) Requisition over-levy and under-levy
Over-levies and under-levies arise from the difference between the actual property tax 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
of the prior year.
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MUNICIPAL DISTRICT OF PINCHER CREEK NO. 9
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2018

Significant accounting policies, continued

(k)

Government transfers

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

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

Non-financial assets L
Non-financial assets are not available to discharge existing,liabilities and are held for use in
the provision of services. They have useful lives extg‘ﬁqiﬁg»"beyond the current year and are
not intended for sale in the normal course of operatidns“;,;r.The change in non-financial assets
during the year, together with the excess of revenues over expenses, provides the
consolidated Change in Net Financial Assets 'lf]_p\'r“thf.?‘,i}éar.

[ i\

(i) Tangible capital assets o V!
Tangible capital assets are recorded‘atﬂcbst which includes all amounts that are directly
attributable to acquisition, construcfion,”development or betterment of the asset. The
cost, less residual value, of the tangible capital assets is amortized on a straight-line

basis over the estimated useful -l‘fﬁ(’%f,és follows:

Ay, Years

v
Land improvements 1+ 20
Buildings R 30
Engineered structures ' 20-75
Machinery and eqdipment 3-35
Vehicles Sl 3-20

Assets uncﬁe’?‘«qo 1struction are not amortized until the asset is available for productive
use.

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

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

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

AVQ ll LLP Chartered Professionel Accountants 1 O

































MUNICIPAL DISTRICT OF PINCHER CREEK NO. 9
SCHEDULES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2018

Schedule of tangible capital assets Schedule 2
Land Engineered Machinery and Construction in
Land improvements Buildings structures equipment Vehicles progress 2018 2017
Cost:
Balance, beginning of year$ 2,971,594 $ 141,348 $ 7,777,908 $ 180,611,757 $ 9,259,251 $ 2,761,599 $ 2,083,113 $ 205,606,570 $ 202,696,549
Acquisitions - 95,893 - - 1,128,204 79,591 6,745,363 8,049,051 3,081,157
Transfers - - - 3,239,070 - - (3,239,070) - -
Disposals - - - (6,000) (1,034,634) (151.225) - (1,191,859) (171,136)
(D
Ny )
Balance, end of year 2,971,594 237,241 7,777,908 183,844,827 9,352,821 . “W,SBS’),QSS 5,589,406 212,463,762 205,606,570
Accumulated amortization: fm"u h“' }
Balance, beginning of year - 55,692 1,360,051 143,250,068 5,790,581 |. 1,639,417 - 152,095,809 148,846,057
Annual amortization - 6,345 174,693 2,282,710 "\388,634 149,402 - 3,301,784 3,296,854
Disposals - - (6,000) ¢ ') (964,435) (161,225) - (1,121,660) (47,102)
" [/
Balance, end of year - 62,037 1,534,744 145,526,778 "y L,SM,?BO 1,637,594 - 154,275,933 152,095,809
Net book value $ 2,971,594 § 175,204 $ 6,243,164 $ §_8,3@8{Q49"$ 3,838,041 $ 1,052,371 $ 5589406 $ 58,187,829 $ 53,510,761
T, "’4 K
RO Y
«Q RS
2017 net book value $ 2,971,594 § 85656 $ 6,417,857 $ »37,361,689 $ 3,468,670 $ 1,122,182 $ 2,083,113 $ 53,510,761
b,
ﬂ o
,4>"‘Q}‘v‘"m
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