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MANAGEMENT'S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements are prepared by management of the City of Charlottetown in
accordance with Canadian accounting standards for the public sector and on a basis consistent with that of the
preceding year, as required by the Municipal Government Act of Prince Edward Island.

Responsibility for the integrity and objectivity of these consolidated financial statements rests with Council and
Management. These consolidated financial stafements are prepared on a full accrual basis of accounting. The
information included in these consolidated financial statements is based on Management's best estimates and
judgment, with due consideration given to materiality.

To fulfill its accounting and reporting responsibilifies, Management maintains systems of financial management
and internal control which give due consideration to costs, benefils, and risks. These systems are designed to
provide reasonable assurance that {ransactions are properly authorized, are executed in accordance with
prescribed bylaws, regulations andlor legislation, and are propertly recorded so as to maintain accountability and
safeguard the assets of the City. The systems are also designed and monitored to ensure reliable information is
available on a timely basis.

The Finance, Auditing and Tendering Committee, a standing committee of Council, meets 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 consolidafed financial statements.

The independent auditor completes an audit of these consolidated financial statements and issues an
Independent Auditor's Report to Council. The accompanying Independent Auditor's Report outlines the Auditor's
responsibilities, the scope of the examination, and their opinion on the consolidated financial statements of the

City.

Chief Administrative Officer

October 25, 2019
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INDEPENDENT AUDITOR'S REPORT

TO THE MAYOR AND MEMBERS OF GOUNCIL

Qualified Opinion

We have audited the consolidated financial statements of the City of Charlotietown, which comprise the
consolidated statement of financial position as at March 31, 2019, and the consolidated statements of
operations, changes in net debt and cash flow for the 15 menths then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

fn our opinion, except for the possible effects of the matter described in the Basis for Quaiified Opinion section of
our report, the accompanying consolidated financial staterents present fairly, in all material respects, the
financiat position of the City of Charlottetown as at March 31, 2019, and the results of its operations and its cash
flows for the 15 months then ended in accordance with Canadian accounting standards for the public sector.

Basis for Qualified Opinion

Observations of the counting of physical inventories did not ocour for the year ended December 31, 2017 and
estimated net realizable value of inventory for the period ended March 31, 2019 cannot be reasonably
determined due fo issues with costing. We were unable to satisfy ourselves by alternative means concerning
inventory quantities at December 31, 2017 and cost at December 31, 2017 and March 31, 2019. Since opening
and ending inventories enter into the determination of financial performance and cash flows, we were unable to
determine whether adjustments might have been necessary in respect of the net surplus for the period reported
in the Consolidated Statement of Operations and the net cash flows from operating activities reported in the
Consolidated Statement of Cash Flows.

We conducted our audit in accordance with Canadian generally accepted audiing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibiliies for the Audit of the
Consolidated Financial Statements section of our report. We are independent of the City of Charlottetown in
accordance with the ethical requirements that are relevant to our audit of the consolidated financial statements in
Canada, and we have fulfiled our other ethical responsibiliies in accordance with those requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements :

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

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

Those charged with governance are responsible for overseeing the Municipality's financial reporting process.
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Audifor's Responsibilities for the Audit of the Consolidated Financial Statements

Qur objectives are to obtain reasonable assurance about whether the consolidated 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 i,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated 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:

. ldentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedﬂres responsive to those risks, and obtain audit
evidence that is sufficient and appropriate fo provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resuiting 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 Municipality's infernal confrol.

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

. Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based an the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Municipality’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 consolidated financial staiements or, If such disclosures are inadequate, to madify 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 Municipality to cease to continue as a going concern.

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

We 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.

e Chadensd fulfoasiond oot dbe

CHARLOTTETOWN, P.E.L
OCTOBER 25, 2019
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CITY OF CHARLOTTETOWN

CONSOLIDATED STATEMENT OF FINANCIAL. POSITION

MARCH 31, 2019

Financial Assets
Accounts receivable (Nate 5)
Capital grants receivabie (Note 6)
Inventery for resale
Other assets
Investment in Government Business Enterprise (Note 7)
Accrued pension assef (Note 8)

Total Financial Assets

Liabilities
Bank indebtedness (Note 9)
Accounts payable and accrued liabilities
Deferred revenue (Note 10)
Sick leave and post employment benefits (Note 11)
Due to related parties
Long term debt (Note 12)

Total Liabilities

Net Debt - Statement 3

Non-Financial Assets

December 31

2019 2017
(Restated)

$ 4,557,494 $ 4,417,235
6,004,150 6,097,147
34,406 41,031
61,130 74,927
1,254,824 863,681
328,624 258 588
12,240,623 11,753,609
215,154 9,715,743
14,952,975 20,111,850
5,852,959 5,163,669
5,992,431 6,029,839
234,033 217,518
82,405,412 69,080,034
109,652,964 110,318,653
{97,412,336)  (98,565,044)

Tangible capital assets - Schedule 2 237,117,172 223,166,881
Inventory of supplies 2,354,160 1,919,151
Prepaid expenses 592,391 670,323
Total Non-Financial Assets 240,063,723 225,756,355
Accumulated Surplus - Statement 2 $142,651,387 $127,191,311
Commitments and Contingencies (Note 13)
ON BEHALF OF THE CITY OF CHARLOTTETOWN:
Mayor ' Chair, Finance, Audif and Tendering CGommittee

The notes and schedules are an integral part of these consolidated financial statements M ! R | |
H ! i
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CITY OF CHARLOTTETOWN

CONSOLIDATED STATEMENT OF OPERATIONS

15 MONTHS ENDED MARCH 31, 2019

Budget Actual Actual
2019 2019 2017
(Note 14} (12 months)
{Restated)
Revenues - Scheduile 1
Property taxes $ 41,199,957 $41,439,771  $32,249,052
Government transfers for operations {Note 15} 15,614,336 16,909,189 12,158,681
Water and sewer 14,408,185 10,854,730 8,688,180
Recreation 4,487,273 5,773,026 4,519,766
Municipal Capital Expenditure Grant 1,639,757 2,510,682 2,258,987
-Miscellaneous 43,000 2,496,912 531,695
Parking 2,031,250 2,124,308 1,676,708
Tourism accommadation levy 1,400,000 1,449,856 1,166,734
Police protection services 1,397,250 1,404,187 1,237,712
Licenses 781,900 1,382,160 652,312
Rentals 787,750 676,276 542,610
Net income from CADC 86,255 391,142 58,202
Interest and other 75,000 65,444 71,745
83,961,913 87,477,683 65,812,474
Expenses -~ Schedule 1
Amortization of tangible capiial assets 8,324,659 9,943,698 7,958,965
Development, heritage, and other 10,086,764 6,678,663 6,612,057
General government 7,690,098 7,479,328 5,838,756
Interest on long term debt 4,359,628 4,640,048 3,801,066
Parks and recreation 10,108,404 10,395,338 8,076,393
Protective services 17,278,659 14,983,224 12,555,669
Sfreet maintenance and environment 15,497,064 14,029,978 10,979,715
Tourism accommodation levy 1,400,000 1,338,135 1,166,734
Water and sewer 10,712,368 9,015,673 7,338,579
85,457,644 78,504,080 64,327,974
Operating Surplus (Deficii) (1,495,731) 8,973,593 1,484,500
Other revenues (expenses)
Government transfers for capital (Note 16) 27,272,738 8,995,988 11,639,382
Pensicn expense (Note 8) - (722,073) (237,443)
Sick and post employment benefits - 37,408 (257,990)
Pension valuation allowance (Note 8) - (1,301,682} 9% 105
27,272,738 7,009,641 11,243,054
Annual Surplus $ 25,777,007 15,983,234 12,727,554
Accumulated Surplus - As Previously Reported 127,191,311 93,002,073
Accounting changes (Note 17) - 22,036,966
-~ Accumulated Surplus - Beginning of Period 127,191,311 115,039,039
Payments from reserves (523,158) (575,282)

Accumulated Surplus - End of Period (Note 18) $142,651,387 $127,181,311

The notes and schedules are an integral part of these consolidated financial statements M | R S ; B
i ! !
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CITY OF CHARLOTTETOWN
CONSOLIDATED STATEMENT OF CHANGES IN NET DEBT
15 MONTHS ENDED MARCH 31, 2019

Budget Actual Actual
2019 2019 2017
{12 months)
(Restated)
Net Debt - Beginning of Period $ 98,565,044 § 98,565,044 $ 92,131,809 °
Annual surplus _ . {25,777,007) (15,983,234) (12,727,554)
Amortization of fangible capital assets © (8,324,659)  (9,943,698) (7,958,965)
Purchase of tangible capiial assets 61,743,161 23,899,855 26,838,173
Decrease in prepaid expenses - (77,932) {68,042)
Increase (decrease) in inventory of supplies - 435,009 {225,659)
Loss on disposal of tangible capital assets (5,866) -
Payments from reserves - 523,158 575,282
Increase (Decrease) in Net Debt 27,641,495 {1,152,708) 6,433,235‘
Net Debt - End of Period A $ 126,206,539 $ 97,412,336 $ 98,565,044

The notes and schedules are an integral part of these consolidated financial statements M 2 R; | B
i S F
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‘CITY OF CHARLOTTETOWN
CONSOLIDATED STATEMENT OF CASH FL.OW
15 MONTHS ENDED MARCH 31, 2019

2019 2017
(12 months)
(Restated)
Cash Flows From Operating Activities

Annual surplus $15,983,234 312,727,554
Amortization of tangible capital assets 9,943,698 7,958,865

Loss on disposal of tangible capital assets 5,866 -
25,932,798 20,686,519

Change in Non-Cash Working Capital

{Increase) decrease In accounts receivable (47,262) 67,059
{Increase) decrease in inventory for resale 6,625 {6,635)
Decrease in other assets 13,797 9,786
Increase in accrued pension asset (69,0386) (16,695)
Increase (decrease) in accounts payable and accrued liabilities (5,158,876) 296,056
Increase (decrease) in deferred revenue 689,290 (630,083)
Increase (decrease) in sick leave and post employment benefits (37,408) 42,655
Increase in due to related parties 16,515 20,175
{Increase) decrease In inventory of supplies (435,009) 225,658
Decrease in prepaid expenses 77,932 68,042
(4,943,432) 76,019
20,762,538

Cash Flows From Capital Activity
Purchase of tangible capital asssts

Cash Flows From investing Activity

20,989,366

(23,899,855)

(26,838,173)

Increase in investment in goverament business enterprise (391,142) (£8,292)
Cash Flows From Financing Activities

Repayment of long term debt (8,674,622) (5,296,674)

Payments from reserves (523,158} {675,282)

Proceeds from long term debt 22,000,000 -

12,802,220 {5,871,9586)

Change in Cash (Bank Indebtedness) 9,500,589  (12,005,883)
Cash {Bank Indebtedness) - Beginning of Period {9,715,743) 2,290,140
Cash {Bank Indebtedness - End of Period (Note 9) ${215,154)  $(9,715,743)

The notes and schedules are an integral part of these consolidated financial statements M i R S g
RSB




CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
16 MONTHS ENDED MARCH 31, 2019

1. Pescription of Business

The City of Charlottefown ("the City") is incorporated under the Municipal Government Act of Prince Edward
Island. The City is a municipal organization under the Income Tax Act.

2. Basis of Presentation

These consolidated financial statements of the City of Charlottetown have been prepared by management in
accordance with Canadian accounting standards for the public sector and on a basis consistent with that of
the preceding year, as required by the Municipal Government Act of Prince Edward Isfand.

These consolidated financial statements are prepared using the accrual hasis of accounting. The accrual
basis of accounting records revenue as it is earned and measurable. Expenses are recognized as they are
incurred and measurable based upon receipt of goods or services and/or the legal obligation to pay.

These financial statements have been prepared on a going concern basis.

These consolidated financial statements for the City of Charlottetown reflect the assets, liabilities, revenues,
expenses, change in net debt and change in financial position of the -City. The City is comprised of the
municipal aperations, plus all of the arganizations that are owned or controifed by the City and are, tharefore,
accountable to City Council for the administration of their financial affairs and resources. Included in the
reporting entity are the following:

Charlottetown Water and Sewer Corporation

Capital Area Recreation Inc.

Planning Board ’

Heritage Board

Beautification and Forestry Advisory Board

Parks, Recreation and Leisure Activities Advisory Board
Economic Development Advisory Board

Seniors Advisory Board

Youth Retention Advisory Board

Civic Board for Persons with Disabilities Advisory Committee
Police Community Consultative Group

Arts Advisory Board

Special Events Reserve Fund (SERF)

Under the consolidation method, entities are consolidated on a line by line basis, interentity transactions and
balances are eliminated upon consolidation, and accounting policies are adjusted to those of the City.

A government partnership arrangemment is a contractual arrangement between the City and a party or parties
autside of the City's reporting entity. The partners have significant, clearly definred common goals, make a
financial investment in the partnership, share control of decision making, and share, on an equitable basis,
the significant risks and benefits associated with the operations of the govemment partnership. The City's
interest in partnerships is accounted for using the proportionate consolidation method. The City's government
partnership arrangements include the following:

Charlottetown Civic Centre Management Inc. (CCCMI)

MIRIS'B




CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

2. Basis of Presentation {(continued)

Purpose of CCCMI

in October 1998, the City of Charloftetown and the Province of Prince Edward Island entered info a joint
management agreement which established the Charlottetown Civic Cenire Management Inc. (CCCMI).
CCCMI is a joint management company created for the purposes of overseeing and managing the operations
of the Charioftetown Civic Centre/Arena Caomplex and the Trade Centre Complex.

A government business enferprise is a self-sustaining organization that has the financial and operating
authority to sell goods and services fo individuals and non-government organizations as its principal activity
and source of revenue. Government business enterprises are accounted for on the modified equity basis.
Their accounting principles are not adjusted to conform with those of the City. The total net assets of all
government business enterprises are reported as a separate item on the Consolidated Statement of Financial
Position. The total net income from al government business enterprises is reported as a separate itemn on the
Consolidated Statement of Operations. The Cify's investment in government business enterprises include the
following:

The Charlottetown Area Development Corporation (CADC)

3. Accounting Policies

Cash

Cash comprises cash on hand and bank depositsfoverdrafts and shott ferm indebtedness at financial
institutions.

Restricted Cash

Restricted cash is comprised of cash held in a separate bank account to fund sick leave and postretirement
benefits. These funds have been internally restricted. Also, restricted cash includes the Special Events
Reserve Funds (SERF} and Gas Tax funds, which are externally restricted.

Accounts Receivable and Capital Grants Receivables

Accounts receivable arise from billing of sewer and water services, Harmonized Sales Tax recoverable,
government funding, and miscellaneous receivables. An allowance for bad debts has been calculated
through discussions with management, assessment of the other circumstances influencing the collectibility of
amounts and using historical loss experience. Amounts deerned non-collectible are written off and deducted
from the carrying value of the receivable. Amounts subsequentily recovered from accounts previously written
off are recorded in revenue in the period of recovery.

Deferred Revenue

Deferred revenue is recorded when funds received are resfricted by external parties for a stated purpose,
such as a specific program or the purchase of tangible capital assets. Deferred revenue is recognized as
revenue over time as the recognition criteria are met.

MIR'S'B




CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
16 MONTHS ENDED MARCH 31, 2019

3. Accounting Policies (continued)

Non-Financial Assets

Non-financial assets are not available to discharge existing liabiliies and are held for the use in the provision
of services. They have useful lives extending beyond the current year and are not intended for sale in the
normal course of operations.

Certain ifems of historicai value are not recognized in these financial staterments.
Prepaid Expenses
Prepaid expenses are cash disbursements for goods or services, other than tangible capital assets and

inventories of supplies, that will provide economic henefits in one or more future periods. The prepaid amount
is recognized as an expense in the period the geod or service is used or consumed.

Tangible Capital Assets

Effective April 1, 2017, the tangible capital asset policy for the City was changed. Assets are recorded at cost
when in excess of $2,500 and include all amounts that are directly affributable to acquisition, construction,
development, or betterment of the asset. The cost of the tangible capital assets is amortized on a declining
balance method at the following annual rates:

Land improvements 2.5% -5%
Buildings 2.5%
Computers : 20%
Comptiter software 20%
Road infrastructure 5%
Furniture and fixtures 20%
Light vehicles 20%
- Heavy vehicles 10%
Fire trucks 4%
Streets/sidewalks ' 4%
Storm sewers 2%
Equipment 20% :

Waler, sewer, and treatment plant 2%

City of Charlottefown does not capitalize interest associated with the acquisition or construction of tangible
capital assets. Assets under construction are not amortized until they are available for uss.

Inventory of Supplies

Inventory of supplies are held for consumption or use by the City in the course of its operatlons and are
recorded at the lower of cost and current replacement cost.

Leased Tangible Capital Assets

Leases, which transfer substantially all of the benefits and risks incidental to ownership, are accounted for as
leased fangible capital assefs. All other leases are accounted for as operating leases and the related

payments are charged to expenses as incurred.
i el
RISIB
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CITY OF CHARLOTTETOWN
NOTES TC THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

3. Accounting Policies (continued)
Contaminated Sifes

The City of Charlottetown accrues a lability to estimate the cost to remediate contaminated sites to the level
necessary to allow the properly to meet the environmeantal standard appropriate fo its current use or stafus.
The liability is based on estimates and assumptions using the best information avaiiable to management.

Pension and Post Employment Benefits

The costs of post employment benefits are recognized when the event that obligates the City occurs. Costs
include projected future income payments and fees paid to independent administrators of these plans.

The costs of post employment benefits are actuarially determined using the projected bensfits method
prorated on service and management's best estimate of refirement ages of employees and salary escalation.
Liabilities are actuarially determined using discount rates based on management's expectations.

Reserves

Certain amounts approved by Council are set aside in surplus for future expenses related to sick leave, post
employment benefits and special events. Transfers toffrom reserves are recorded as an adjustment fo the
reserve when approved and when payments are made.

Revenues

Property tax bilings are based on assessments prepared by the Province of PEl. Tax rates are established
annually by Council and recorded monthly as received from the Province of PEL Assessments and the
related property taxes are subject fo appeal. Tax adjustments as a result of appeals are recorded when the
results of the appeal process are known.

Revenues are recorded on the accrual basis and are recorded as revenue when earned and collectability is
reasohably assured.

User fees relate to fees for various programs and fees imposed on specific activities. Revenue is recognizéci
when the activity ar service has been performed.

Government transfers are recognized as revenue in the period during which the transfer is authorized and all
eligibility criteria are met, except when and fo the extent that transfer stipulations give rise to an obligation that
meets the definition of a liability. Transfers meeting the definition of a liability are recorded as deferred
revenue and are recognized as revenue when the funds are used as intended.

Expenses

Expenses are recorded on an accrual basis. Expenses are recognized as they are incurred and measurable
based upon receipt of goods or services and/or the legal obligation to pay. Provisionhs are made for probabie
losses on accounts receivable and for contingent labiliies when it is likely that a liability exists and the
amount can be reasonably defermined. These provisions are updated as estimates are revised, at least
annually. .

MRS B




CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

4. Measurement Uncertainty and Use of Estimates

Uncertainty in the determination of the amount at which an item is recorded in the consolidated financial
statements is known as measurement uncertainty. Many items are measured using -management's best
estimates based on assumptions that reflect the most probable set of economic conditions and planned
courses of action. Uncertainty exists whenever estimates are used because it is reasonably possible that
there could be a material difference between the recognized amount and another reasonably possible
amount,

Measurement uncertainly exists in the accruals for such ifems as pension, lawsuits, sick and post-retirement
obligations, liabilities for contaminated sites, allowance for doubtful accounts, and amortization of fangible
capital assets. The nature of the uncertainty in the accruals for pension, sick and post-retirement obligations
arises because actual results may differ significantly from the various assumptions about plan members and
economic conditions in the marketplace. Uncertainty exists in the liabilities for contaminated sifes because
the actual extent of the remediation activities, methods, and site contamination may differ significantly from
the original remediation ptans. Uncertainty exists in the allowance for doubtful accounts as actual collections
may vary from managements estimates. Uncertainty exists in the amount recorded for amortization of
tangibie capital assets as actual useful lives of the tangible capital assets may vary from management's
estimates.

. Accounts Receivable

March 31 December 31

2019 2017
Trade receivables _ $ 2,473,837 $ 3,451,724
Harmoenized sales tax receivable 1,756,049 764,504
Other receivables 685,806 529,308
4,915,692 4,745,536

Allowance for doubtful accounts {358,198) (328,301

$ 4557494 $ 4417235

. Capital Grants Receivable

Municipal Capital Expenditure Grant ' $ 4,762,151 $ 2,258,986
Clean Water Wastewater Fund 1,241,999 3,380,031
Public Transit Infrastructure Fund - 229,023
Build Canada Fund - 229,107

$ 6,004,150 3 6,097,147

MIR'S'B
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CITY OF CHARLOTTETOWN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

7. Investment in Government Business Enterprise

The City of Chatlottetown owns a 15% portion of The Charlottetown Area Development Corporation (CADC).
Condensed financial information for CADC for the years ended March 31, 2019 and March 31, 2017 is as

follows:

Consolidated Statement of Financial Posifion

‘Assets
Current asseis
Property inventory
Capital assets
Investment propetties
investment in leases

Liabilities
Current liabilities
l.ong term debt
Defetred revenues

Shareholders’ Equity
Capiial stock
Contributed surplus
Retained earnings

March 31 March 31
2019 2017

$ 8,322,849 $ 3,802,788
3,314,849 3,119,972
31,351 110,101
51,509,902 56,158,567

- 937,861
$63,178,951 $64,129,287
$ 8,833,710 § 8,993,384
10,122,082 11,778,014
35,857,674 37,600,015
54,813,466 58,371,413
2,500 2,500
4,526,706 4 526,706
3,836,279 1,228,668
8,365,485 ‘5,757,874

$ 63,178,951 $64,129,287

MIR'S!
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

7. Investment in Government Business Enterprise (continued)

March 31 March 31
2019 2017
Consolidated Statement of Comprehensive Income
Revenue
Operating revenue $ 3,744,741 $ 4,191,495
Other 654,943 272 698
4,399 684 1,464,193
Expenses ‘ 1,792,073 1,075,581
Met earnings for the year : 2,607,611 388,612
Retained earnings - beginning of year 1,228,668 840,056
Retained earnings - end of year $ 3,836,279 3 1228668
Invesiment - beginning of year $ 863681 $ 805388
Share of net income (15%) 391,143 58,202
Investment - end of year $ 1,254,824 $ 863,681

Key Activities and Commitments:

Demand loans of $5,931,067 (2017 - $2,736,601) are due on demand, interest at prime minus .1% and
interest paid monthly. )

The 6.64% debeniure is unsecured. These loans are payable to the majority shareholder. During the year, the
Corporation expensed interest on long-term debt of $27,167 (2017 - $70,848) paid fo the Province of Prince
Edward Island on the 6.64% debenture.

The 2.6% term loan and the 2.85%, 4.18%, 2.92% and 3.11% morigages and the demand loans are secured
by a general security agreement representing a first charge on all assets, continuing collateral mortgages
representing a first charge on all real property known as Harbourside Complex and an undertaking not fo
encumber or mortgage the property at 119 Euston Street, assignment of mortgage receivabie and fire
insurance for Harbourside Compiex, and general assignment of rents representing a first charge on rents on
the Harbourside Complex.

The debt agreement contains certain restiictive covenants which require the maintenance of a specific ratio.
As at March 31, 2019, the consolidated entity was able to maintain a total debt service ratio of 100%, and is
therefore In compliance with the covenant.

The Province of Prince Edward Island is the majority sharehoider of The Charlottetown Area Development
Corporation and the City of Charlottetown and the Town of Stratford are minority shareholders. Included in
accounts receivables was $141,926 (2017 - $252,210) due from City of Charlottetown and included in

accounts payable was $50,975 (2017 - $375,368) due to City of Charlottetown. M ! L
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CITY OF CHARLOTTETOWN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MMIONTHS ENDED MARCH 31, 2019

8. Accrued Pension Asset

The Gity of Charlottetown maintains a defined benefit pension plan for its full time employees. The
Charlottetown Water and Sewer Corporation maintains a defined benefit pension plan for its full time
employees who entered the plan prior to its closing in 2000. Actuarlal valuations of the Superannuation Plans
are completed every three years with the most recent valuation provided as of the effective date of December
31, 2016 by Eckler Pariners Lid., a firm of consulting actuaries. The valuation results are extrapolated on an
annual basis by the actuaries. The next valuation is scheduled to be completed as of December 31, 2019

In determining liabilities and current service costs, the actuaries have used the projected unit credit method,
prorated on service. Actuarial gains and losses are to be amortized over the expected average remaining
service life of active employees, which have been determined fo be five years for the Water and Sewer
Corporation and eleven years for City employees.

The actuarial valuation was done using the following assurnptions:

Assumption

March 31, 2019

December 31,2017

Pre-retirement discount rate

City - 8.00% per annum
Water & Sewer - 5.70% per annum

City ~ 6.00% per annum
Water & Sewer - 5.70% per annum

Post-retirement discount rate

Gity - 6.00% per annum prior fo
age 60
5.50% per annum after age 60
Water & Sewer - 5.50% per annum

City- 6.00% per annum prior fo
age 60
5.50% per annum after age 60
Water & Sewer - 5.50% per annum

Expected return on plan assets

City - 6.00% per annum
Water & Sewer - 5.70% per annum

City - B.00% per annum
Water & Sewer - 5.70% per annum

Expected inflation

2.00% per annum

2.00% per annum

Retirement age

City - 65% at the age at which
"Rule of 85" is attained
35% at age 65
Water and Sewer - 70% at the age
at which "Rule of 85" is aftained
30% af age 65

City - 65% at the age at which
"Rule of 85" is attained
35% at age 63
Water and Sewer - 70% at the age
at which "Rule of 85" is attained
30% at age 65

Rate of compensation increase

City - 3.50% per annum
Water & Sewer - 3.5% per annum

City- 3.50% per annum
Water & Sewer - 3.5% per annum

Withdrawais

Cily - 155 Seivice Tables
Water and Sewer - None

City - 155 Service Tables
Water and Sewer - None

Maximum pension

City - $2,914.44 per year of service
in 2017 with increase of 3.50% per
annum after 2017.

Water and Sewer - Lesser of 2%
or $1,722.22 per year of service

City - $2,914.44 per year of service
in 2017 with increase of 3.50% per
annum after 2017
Water and Sewer - Lesser of 2%
or $1,722 .22 per year of service

Percentage married 100% 100%
Spouse's age Males assumed to be 3 years older | Males assumed to be 3 years older
Pre-retirement mortality None None

Post-retirement mortality

CPM2014 Combined Mortality
table projected with Scale CPM-B

CPMZ2014 Combined Mortality
table projected with Scale CPM-B

MIRIS/B
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

8. Accrued Pension Asset (continued)

Information about financial position of the City's defined benefit plan as at period end is as follows;

Change in fair value of plan assets:
Balance - beginning of period
Employer contributions
Employee confributions
Investment return
Actuarial loss on plan assefs
Benefits paid

Balance - end of period

Changes in accrued benefit obligation:
Balance - beginning of period
Current service costs
Interest on lizbilities
Employee past service contributions
Actuarial (gains) losses
Benefits paid

Balance - end of period

Change in unamortized actuarial gains and losses:

Balance - beginning of period
Experience gains and losses

Amortization of actuarial gains and losses

Balance - end of pericd
Pension valuation aliowance

Accrued pension asset

The expense for the defined benefit plans is as follows:

Current service costs

Amortization of actuarial gains and losses

Employee coniributions
Interest on liabilities
Expected investment return

Pension expense

March 31  December 31
2019 2017
$86,173,294 $ 81,688,809
1,948,206 1,639,905
1,848,206 1,642,331
6,402,565 4,600,008
(2,006,690) (450.606)
(4,571,868)  (3,037,653)
89,893,713 86,173,204
78,101,873 73,360,100
3,442,321 2,649,077
5,884,402 4,390,023

- 2,476
(213,300) 737,850
(4,571,868)  (3,037,653)
82,642,928 78,101,873
(2,507,545)  (4,305,633)
1,792,890 1,406,667
329,427 391,421
(385,228)  (2,507,545)
(6,865,557)  (5,563,876)

% - 3 -

$ 3442321 $ 2,649,077
(329,428) (391,421)
(1,948,205)  (1,639.905)
5,884,402 4,300,023
(6,402,568)  (4.908.668)

$§ 646522 § 99,106

MIRIS'B
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‘ CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

8. Accrued Pension Asset (continued)

The valuation allowance is required by PS 3250.050 because the City cannoi access the surplus and
therefare does not meet the requirements for recognition as an asset in the consolidated financiat statements
of the City.

Information about the financial position of the Charlottetown Water and Sewer Corporation defined benefit
plan as at period end is as follows:
March 31 December 31
_ 2019 2017
Change in fair value of plan assets:
$10,464,689 $ 9,914,810

Balance - beginning of period

Employer contributions 144,585 165,033
Employee contributions 16,857 16,355
Investment return 719,739 1,022,121
Actuarial loss on plan assets (366,011) (105,363)
Benefits paid (781,281) (538,261)
Balance - end of period 10,198,578 10,464,689
Changes in accrued benefit obligation: g
Balance - beginning of period 10,119,329 8,876,300
Current sarvice costs 117,657 117,544
interest on [abilities 705,711 550,959
Actuarial (gains) losses (15,094) 112,787
Benefits paid {781,281) {538,261)
Balance - end of pericd 10,146,322 10,119,329
Change in unamortized actuarial gains and losses:
Balance - beginning of period (85,772) 204,383
Experience gains and losses 350,917 (249,274)
Amortization of actuarial gains and losses 11,223 (40,881)
Balance - end of period 276,368 (85,772}
Accrued pension asset $ 328624 $ 250,588
The expense for the defined benefit plans is as follows:
Current service costs $ 117,667 $ 117545
Amortization of actuariai gains and losses {11,223) 40,876
Employee contributions {16,857) (16,355)
Interest on liahilities 705,701 550,959
Expecled investment retumn (719,737) (554,688)
Pension expense $ 75551 $ 138,337
Consolidated Pension Expense $ 722,073 237,443

Consolidated Accrued Pension Asset

3
$ 328,624 $ 259,588
Consolidated Pension Valuation allowance $

${1,301,682) 99,105

- MIR'SIB
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

8. Accrued Pension Asset (continued)
Employee Future Benefits - Defined Contribution Pension Plan

The City provides the Mayor, CAO, and Council with a defined contribution pension pltan. RRSP payments are
made by the City directly to the financial institution on behalf of certain individuals (self-directed RRSP plans)
and for others the City administers the RRSP account. This RRSP plan is in the name of the City with the
CAQO named as the administrator on the account. The March 31,2019 contribution rate was 10.93% (2017 -
12.22%) and contributions for Mayor and Council for 2019 are $50,629 (2017 - $48,877) and CAOD were
$21,068 (2017 - $17,207).

Charlottetown Civic Centre Management Inc. maintains a defined contribution RRSF plan for certain
employees. RRSP expense for these employees for the 15 months ended March 31, 2019 is $23,343 {2017 -
$16,293) and is included in payroll expenses,

Capital Area Recreation Inc. maintains a defined contribution RRSP plan for certain management and
administration employees. RRSP plan is a 5% matching confribution plan. RRSP expense for these
employees for the 15 months ended March 31, 2018 is $39,221 (2017 - $27,1158) and is included in payroll
expenses.

9. Bank Indebtedness
March 31 December 31

2019 2017
Unrestricted cash . $ 42,301,384 $12,822,458
Externally restricted cash (Note 21) 2,668,400 1,109,585
Internally restricted cash {Note 21) 3,091,877 3,608,187
Bank indebtedness (48,276,815) {27 255 973)

§ (215,154} $(9,715,743)

The City has two approved credit facilities with RBC of $10,000,000 and $5,500,000; secured by resolution
approved by council; short term financing on capital projects.

The City pools its various bank accounts and draws on the overdraft up to its net cash balance. Once the net
cash position is exceeded, lines of credit are accessed.

The City also has two approved lines of credit in 2019 with National Bank for $10,000,000 each for short term
financing on capital projects which have not been drawn as of period end date.

MRS'B



16

CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2018

410, Deferred Revenue
March 31 December 31

2019 2017
New Deal Gas Tax Funding $ 2,879,679 $ 1,745613
Civic Centre Management Inc. and CARI - deferred contributions 1,756,514 2,262,075
Parking 579,250 579,250
Tourism Accommodation Levy 547,306 522,053
Other 90,210 54,678

$ 5,852,959 § 5,163,669

Under the New Deal Gas Tax Funding for Incorporated Communities and the New Deal for Cities &
Communities, the City is allocated $3,091,818 per year for fiscal years ending March 31, 2015 and 2016,
$3,291,855 for fiscal years ending March 31, 2017 and 2018 and $3,491,492 for fiscal year ending March
31, 2019. These funds, along with interest earned, must be used for eligible infrastructure and capacity
building projects. Any funds received under this program, including interest egarned, but not yet spent are
recognized as deferred revenue at the end of the period.

During the period, the City received Gas Tax funding of $3,491,492 (2017 - $3,291,655), incurred eligible
expenditures of $2,379,384 (2017 - $3,877,212), and earned interest of $21,858 (2017 - $7,591).

Amounts included in deferred revenue related to parking are based on agreements whereby the City
receives certain amounts which are required to be used for the creation of parking spaces within the City or
are payment in lieu of the developer providing parking. The City has restricted these amounts for use on
parking and related costs.

11. Sick Leave and Post Employment Benefits

The City of Charlottetown provides sick leave benefits allowing employees' unused sick leave to accumulaie
to a maximum number of days, which varies by employment agreement. The City of Charlottetown also
provides for the payment of post-employment benefits to employees based on length of service and final
earnings. The post-employment benefits are calculated at three months' salary upon completion of ten
years of full-time continuous service as well as an additional one month for each extra five years of service,
to a maximum of six months.

Employees who reach retirement age with at least 10 years of continuous full-time service shall receive a
payment as follows:

At least 10 years 3 months salary
At least 15 years 4 months salary

At least 20 years 5 months salary
At least 25 years 6 months salary

MIR'S'B
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2018

11. Sick Leave and Post Employment Benefits {continued)

Eligible employees earn 18 sick leave days per year or 1.5 days for every month of service. Employees may
accurmulate 100% of their unused sick days, up to a maximum of 300 days for CUPE 501 WWTP, CUPE
830, and Police and 350 days for UPSE, management and Non Union and CUPE 501 Civic in a sick leave
bank for use in future years. Following 8C days of ililness, an employee may qualify for the City's long term
disability plan. When an employee terminates, retires or dies prior to retirement, 50% of - unused
accumulated sick leave days to a maximum of 75 days at date of retirement/ death/ termination will be paid
to the employee and following this payment, any unused accumulated days are forfeited.

Actuarial valuations of the accrued benefit obligations for the above henefits were completed as of the
effective date of March 31, 2019 by Eckler Partners Lid., a firm of consulting actuaries. The valuation
results prepared by Eckler Pariners Ltd. at December 31, 2016 were extrapolated to December 31, 2017 for
comparative information and to March 31, 2019 for current period amounts,

In determining liabilities and current service costs, the actuaries have used the projected unit credit method,
prorated on service. Actuarial gains and losses are fo he amortized over the expected average remaining
service life of active employees, which was approximately 11 years as at March 31, 2018.

The actuarial valuation was done using the following assumptions:

Assumption March 31, 2019 December 31, 2017
Discount rate 3.50% per annum 3.50% per annum
Retirement ags 65% at the age at which "Rule of 65% at the age at which "Rule of
85" is attained 85" is attained
35% atags 65 35% at age 65
Mortality ' CPM2014 Combined Mortality CPM2014 Combined Mortality
table projected with Scale CPM-B | table projected with Scale CPM-B
Salary growth rate 3.50% per annum 3.50% per annum
Withdrawals 155 Service Tables 155 Service Tables
Payroll taxes 18% 18%
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

11. Sick Leave and Post Employment Benefits (continued)
Information about the City's accrued benefit obligations as at period end is as follows:

March 31 December 31

2019 2017
Changes in accrued benefit obligations:

Sick leave - beginning of period $ 3,127,520 3 3,081,434
Current service cosis - 367,565 284,108
Interest on liabilities 143,012 111,330
Benefits paid (452,459) (329,352}
Sick leave - end of period 3,185,638 3,127,520
Post employment benefits - beginning of period 2,902,319 2,925,750
Current service costs 256,010 197,882
Interest on liabilities , 127,693 103,640
Benefits paid {479,229) (324,953)
Post employment benefits - end of period 2,806,793 2,902,319
Accrued benefit obligations - end of period % 5,992,431 3 65,029,835

Effective July 1, 2015, the City of Charlottetown adjusted Council’s transition allowance. The fransition
allowance is equal fo two weeks for each year served to a maximum of 26 weeks and the transition
allowance is retroactive to the date that all current Members of Council were elected. The liability for 2019
was determined to be $76,159 (2017 - $122,597).

MRS’
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

12. Long Term Debt
March 31 December 31

2019 2017
RBC - 4.06%; SWAP transaction; maturing July, 2030 $ 14,908,000 § 16,120,000
RBC - 2.25%; SWAP fransaction; maturing December, 2036 8,212,000 8,656,000
TD - 4.465%; SWAP transaction; maturing August 19, 2033 8,035,819 8,518,957
CDS Clearing and Depository Services Inc. - 5.79%;
repayable in blended monthly installments of $850,623;
debenture maturing July, 2024 ; 7,916,463 9,677,833
CMHC - 4.12%,; repayable in blended annual installments of
$633,100; maturing March, 2031 : 5,900,738 6,626,372
TD - 2.9%; SWAP transaction; maturing May, 2032 5,356,401 5,763,527
CMHC - 3.7%,; repayable in blended annuat installments of -
$530,410; maturing September, 2030 5,064,363 5,396,007
TD - 3.17%; SWAP transaction; maturing November, 2022 1,924,832 2,542 677
TD & RBC - Various rates 1.684% - 4.08%; payments and
maturity dates from 2018 through 2025 1,660,028 1,918,064
TD - 2.26%; SWAP transaction; maturing May, 2022 1,170,245 1,597,963
RBC - 3.04%; SWAP fransaction; repayable in monthly
principal installments of $42,000 plus interest for 2019,
343,000 plus interest for 2020, $44,000 plus interest for :
2021; maturing May, 2021 1,126,000 1,736,003
Scotiabank - prime less 0.25%; repayabile in monthiy
installments of $3,208 plus interest; due June, 2024 202,308 250,428
RBC - (CARI) 3.17%; repayable in blended monthly
installments of $7,21%; due August, 2020 119,884 221,276
CIBC - 2.276%; SWAP transaction; repayable’in monthly
blended installments of $91,667; maturing January, 2038 20,808,331 -
REC - 2.58%; repaid during the period - 54,927

$ 82405412 $69,080,034

MIRIS'B
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

12.

13.

Long Term Debt {(continued)

Principal portion of long ferm debt is expected fo be repaid over the next five years and thereafter as
follows:

2020 $ 7,188,497
2021 7,270,734
2022 7,010,468
2023 6,523,442
2024 6,219,982
Thereafter 48,194,289

Commitments and contingencies
a) Property tax relief

For development and cultural reasons, the City has agreed to reduce its portion of property taxes for the
Confederation Centre of the Arts, the Charlottetown Airport Authority, Capital Area Recreation Inc. and
various organizations under the Development Tax Incentive Program and the Heritage Grant Program.,
For the year ended March 31, 2019, this amounted to fotal property tax reductions of $1,074,772 (2017 -
$1,082,987). :

b} Legal matters
The City is involved in certain legatl disputes concerning grievance and other labour dispuies. No
amounts have been accrued by the City as the outcomes of the disputes are uncertain. There are
claims that are being defended by the City's insurer in which the only potential expense for the City Is for
the policy deductible and/or any claims for punitive or exemplary damages.

c) Capital Area Recreation Inc.

City of Charlottetown has agreed to provide 87% to the capital addition or replacement cost, net of any
funding from the Town of Sirafford or any other private or pubiic entities.

d

ot

Operating leases

The following is a schedule of the future minimum leasé payments on operating leases over the next two
years:

2020 $ 6,852
2021 5,544

e} Transit service

A resolution of City Council on September 14, 2015 approved renewing their agreement with Trius Tours
for the purpose of providing transit service for the City of Charlottetown. The agreement was renewed
for the period beginning October 1, 2015 and ending on September 30, 2025 but includes provision to
end with notice given. The annual subsidy provided by the City to Trius Tours is $1,018,837 for 2019.
This ameount wili increase every year by the Consumer Price Index until the agreement expirés. The

agreement can be terminated by either party by providing notice.
i TE ;
MIR'S'B
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
156 MONTHS ENDED MARCH 31, 2019

13. Commitments and Contingencies {continued)
f} City Contracts

Through resolutions of City Council, the City has commiited to spend $2,151,940 for various capital
projects and $53,457 for annual commiiments. The Water and Sewer Corporation has awarded tenders
totaling $16,038,129 for capital projects to be completed over the next fiscal year.

g) Bell Aliant Regional Communications Commitment

The City of Charlottetown has a contract with Bell Aliant Regional Communications to acquire all local
access, internet, data and long distance phone services for a period of ten years commencing January
1, 2014 and expiring December 31, 2023. Also, as part of the agreement, the City receives $70,000 for
the naming rights of CARL.

h) Accident claims

There are a number of claims which the Corporation administers with the insurer and there is insurance
to cover ouistanding claims,

i} Water level and flow monitoring
Through a Memorandum of Agreement signed with Environment Canada on August 29, 2016 the Gity is

committed to providing funding towards the water level and flow monitoring at two locations on the
Winter River. The total funding committed for the March 31, 2020 fiscal year is $32,000.



22

CITY OF CHARLOTTETOWN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15 MONTHS ENDED MARCH 31, 2018

14. Budget Figures

The columns presented as budget on the statements of operations, changes in net debt and the attached
schedules were not subject to audit or review by the external auditor.

Charlottetown Area Municipal Act Section 37 requires that the City cannot budget for a deficit and the City is

in compliance with the Act.

A recongciliation of the 2019 fiscal operating budget prepared by Council to the budget figures disclosed in

the consolidated financial statements is as follows:

Per Budget Net Adjustments Consolidated
Revenues Document Budget
Property taxes $41,189,957 $-- $41,199,957
Government transfers for )
pperafions 15,434,336 180,000 15,614,336
Water and sewer 15,440,508 (1,032,321} 14,408,185
Recreation 895,075 3,592,198 4 487,273
Parking . 2,031,250 - 2,031,250
Police protections services 1,397,250 ) - 1,397,250
Rentals 992,750 {205,000) 787,750
Licenses 781,900 - 781,900
Interest and other 75,000 - 75,000
Net income from CADC - 96,255 96,255
Municipal Capitat 1,639,757 - 1,639,757
Expenditure Grant
Surplus (prior year) 2,546,742 (2.546,742) -
Parkland reserve fransfer 43,000 - 43,000
Tourism Accommodation
levy 1,400,000 - 1,400,000
Total Revenues 83,877,523 84,390 83,961,913
Expenses
Amortization - 8,324,659 8,324,659
Development, heritage and
other 12,240 464 (2,153,700} 10,086,764
General government 7,785 294 (95,198) 7,690,098
Interest on long term debt 8,392 335 (4,032,707 4,359,628
Parks and recreation 4,641,206 5,467,198 10,108,404
Protective services 18,215,784 (937,125) 17,278,659
Street maintenance 15,497,064 - 15,497,064
Tourism accommodation :
levy 1,400,000 - 1,400,000
Water and sewer 16,821,781 (4.709.413) 10,712,368
Total Expenses 82,193,928 1,863,716 85,457,644
Operating Surplus 283,595 {1,779,326) (1,495,731}
Government transfers for
Gapifal ' 27,272,738 27,272,738
Annual Surplus $27,556,333 $(1,779,326) $25,777,007

MIRIS'B
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

15. Government Transfers For Operations

Budget Actual Actual

March 31 March 31  December 31
2019 2019 2017

Municipal support grart $ 15,294,336 $ 16,589,189 11,838,681
Transit funding 180,000 180,000 180,000
Grant in lieu of property taxes {QEH) 140,000 140,000 140,000

$15.614,336  § 16,909,189 § 12,158,681

16. Governiment Transfers For Capital

Infrastructure funding $23,781,246 $ 6,616,604 $ 8,378,538
New Deal Gas Tax 3,491,492 2,379,384 3,260,844

$27,272,738 $ 8995988 $11,639,382

17. Accounting Changes

Opening surplus has been increased by $21,757,315 relating to application of the new Tangibie Capital
Asset policy. The threshold for capitalization for costs in excess of $2,500 has been applied which has
resulted in additional assets being capifalized rather than expensed. As well, amortization has been
adjusted to reflect new amorfization rates and methods for all applicable asset classes, change o declining
balance method and additional assets capitalized.

Opéning surplus has alsa been increased by $279,651 for inventory of supplies for City Public Works and
Parks and Recreation departments which was not recognized in previous consolidated financial statements.

18. Accumulated Surplus
March 31 December 31

2019 2017
Unrestricted surplus (deficit) $ (15,158,231) $ (30,516,554)
Restricted surplus
Sick and post-employment benefiis reserve - 3,091,877 3,608,187
Special events attraction reserve 5,981 12,831
Investment in tangible capital assets 154,711,760 154,086,847
Total accumulated surplus $142,651,387 $127,191,311

19. Decommissioning Costs

During the year ended December 31, 2016, the City approved a project which included the
decommissioning of the lagoon in East Royalty. A provision for this site has been recorded as it was
determined that a liability exists and a reasonable estimate of the remediation costs could be determined.
As at March 31, 2019, a total liability for the decommissioning of the East Royalty .agoon of $1,017,405

M i I Li S i B
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CITY OF CHARLOTTETOWN
NOTES TO THE GONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARGH 31, 2019

20. Contaminated Site

The City approved a project to estimate the cost of a landfill closure plan for East Royalty Landfill site. A
provision for this contaminated site has been recorded as i was determined that a liability exists and a
reasonable estimate of the remediation costs could be determined. As at March 31, 2019, a totai liability for
the closure of East Royalty Landfill of $4,826,439 (2017 - $4,826,439) has been recorded in accounts
payable and accrued liabilities. As at March 31, 20189, a total liability for the annual monitoring for the East
Royalty Landfill of $558,877 (2017 - $558,877) was recorded in accounts payable and accrued liabilities.

21. Restricted Cash

Restricted cash is comprised of cash held in a separate bank account to fund sick leave and post-
employment benefit. These funds have been internally restricted. The continuity of restricted cash is as

follows:
March 31 December 31
2019 2017
Internally restricted cash available for benefits - beginning of period $ 3,608,187 $ 4,183,468
Due to operating fund for benefit payments . (516,310) (575,281)
internally restricted cash available for benefits - end of period $ 3,091,877 $ 3,608,187

Also, restricted cash is comprised of cash held in a separate bank account to fund Gas Tax funds. These
funds have been externally restricted. The continuity of restricted cash is as follows:

Externally restricted cash - beginning of period $ 549,162 $ B00,346
Contributions 3,491,492 -
interest earmmed 26,492 -
Payments and transfers {2,000,019) (251,184)
Externally restricted cash - end of period $ 2,067,127 $ 549,162

Also, restricted cash is comprised of cash held in a separate bank account for Special Events Reserve
Funds (SERF). These funds have been externally restricted. The continuity of restricted cash is as follows:

Externally restricted cash - beginning of period $ 560,423 3 521,822
Contributions 40,850 38,601
Externally restricted cash - end of period $ 601,273 $ 580,423
'i"otal Externally restricted cash $ 2,668,400 $ 1,109,585

3 i H
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2018

22,

23.

24,

Comparative Figures

Certain comparative figures have been reclassified to conform with the current period presentation.

Non-Monetary Transactions
During the period, City Council received an in-kind contribution with a fair market value of $1,070,310 from

Canadian Tire Foundation for playground equipment. This amount has been recognized as miscellaneous
revenue on the statement of operations and in equipment tangible capital assets.

Segment Disclosure

The City is a diversified municipal unit that provides a wide range of services fo its citizens. For
management reporting purposes the Cify's operations and activittes are organized and reported by
segment. The major segments are as follows:

General Government Services

This segment is responsible for the overall financial and local government administration, municipal
buildings, instrance and mayor and council. lts tasks include accounts payable and receivable, budgets
and financial statements, administration and maintenance of bylaws.

Profective Services

This segment is responsible for the fire department, police department, street lights and emergency
preparedness program for its residents. lis tasks include maintaining the safety and security of the City's
residents, : :

Street Maintenance and Environment

This segment is responsible far public works, urban beautification, fraffic and parking. Ifs tasks include
planning, developing and maintaining roads, traffic operations, parking and snow removal operations.

Recreation

This segment is responsible for promoting and offering recreation opportunities and activities for its
residents. lis fasks include the operations and maintenance of the City parks and recreational buildings.

Development, Heritage and Other

This segment is responsible for fransit, pfanning, tourism, economic development, event development,
heritage, arts and culture, hurnan resources and other.

Water and Sewer

This segment is responsible for the maintenance and operations of wafer and sewer services provided to

H i
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CITY OF CHARLOTTETOWN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
15 MONTHS ENDED MARCH 31, 2019

25. Future Changes in Accounting Standards

The Public Sector Accounting Board of CPA Canada has issued new standards or amendments fo
standards that are not in effect as of the dates of these consolidated financiai statements, and they are as
follows:

Effective April 1, 2019:

PS 1201 Financial Statement Presentation - establishes general reporting principles and standards for the
disclosure of information;

PS 2601 Foreign Currency Translation - establishes standards on how to account for and report
transactions that are denominated in a foreign currency;

PS 3041 Porifolio Investments - establishes standards on how to account for and report portfolic
investments; .

PS 3450 Einancial Instruments - establishes standards on how to account for and report all types of
financial instruments, including derivatives.

The City of Charlottetown is currently analyzing the impact of these new amended standards, and plans to
adopt them on the effective dates.

MRS'B
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