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Independent Auditors' Report

To the Mayor and Council
District of Lantzville

We have audited the accompanying consolidated financial stalements of the District of Lantzville, which comprise the
consolidated statement of financial position as at December 31, 2010 and the consolidated statements of operations and
accumuiated 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 Statemenis

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with Canadian public sector accounting standards, and for such intemal control as management determines is
necessary to enable the preparation of consclidated financial statements that are free from material misstatement, whether

due to fraud or error.

Auditors’ Responsibility

Cur responsibility is fo express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with Ganadian generally accepted auditing standards. Those standards require that we comply
with ethical requirements and plan and peiform the audit lo obtain reasonable assurance about whether the consolidated

financial statements are free from material misstatement.

An audit involves performing procedures to ebtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
malterial misstatement of the consolidated financial statements, whether due to fraud or eror. In making those risk
assessments, the auditor considers intemnal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audil procedures thal are appropriate in the circumslances, bul not for
the purpose of expressing an opinion on the effectiveness of the entity's intemal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,

as well as evaluating the overall presentation of the consolidated financial statemenits.

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

Opinion
In our opinlon, the consolidated financlal statements present fairly, in all material respects, the financial position of the
District of Lanlzville as at December 31, 2010 and the results of its operations, change in net financial assets and its cash

flows for the year then ended in accordance with Canadian public sector accounting standards.

Nanaimo, British Columbia MW N/ P«mﬂ Ny

April 11, 2011 Chartered Accounianis

P.O. Box 514, 96 Wallace Streel, Nanaimo, British Columbia, V9R 5L5, Phone: (250) 753-8251, 1-877-340-3330



District of Lantzville

Consoclidated Statement of Financial Position

As at December 31, 2010

2010 2009
Financial Assets
Cash and cash equivalents (Note 2) 4,925,814 $ 4,028,077
Accounts receivable {Note 3) 593,781 1,712,899
5,519,595 5,740,976
Liabilities
Accounts payable and accrued liabilities {Note 4) 501,077 685,604
Deferred revenue (Note 5) 908,785 818,613
Deposits (Note 6) 16,329 13,579
1,426,191 1,517,796
Net Financial Assets 4,093,404 4,223,180
Non-Financial Assets
Tangible capital assets {(Note 7 and Schedule A) 30,459,576 28,840,069
Prepaid expenses 2,256 7,955
30,461,832 28,848,024
Accumulated Surplus (Note 8) 34,555,236 $ 33,071,204

See accompanying notes and schedules to the consolidated financial statements.

On behalf of the Municipality:
//L;& /%/Ww

Colin Haime, Mayor

Dhidlias Uhngs

Jedhzti/l-iolmes, CA, Deputy Director of Financial Services
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District of Lantzville

Consolidated Statement of Cperations and Accumnulated Surplus

For the year ended December 31, 2010

2010 2010 Fin. Plan 2009
{Unaudited-Note 14)
Revenue:
Taxation {(Note 9) $ 1,389,364 1,387,935 $ 1,358,717
Government grants and transfers (Note 10) 1,243,035 1,428,400 2,523,964
Utility taxes and fees 1,161,965 1,020,625 789,875
Services and Fees (own sources) 82,594 61,985 75,761
Grants in lieu of taxes 71,774 71,574 69,486
Interest 41,702 30,000 49,617
Development Cost Charges 36,000 36,000 -
Other {9.696) 15,000 10,543
4,016,738 4,051,519 4,877,963
Expenses (Note 11):
General government 667,669 743,603 698,743
Transportation services 594,443 356,564 529,689
Protective services 298,454 270,844 275,610
Sewer 315,553 255,397 77,390
Water 279,906 248,747 240,643
Sclid waste collection 170,821 172,000 146,699
Parks and recreation 78,793 181,918 83,145
Legislative services 82,932 102,050 87,093
Planning and environmental development 44 135 54,000 46,077
2,532,706 2,385,123 2,185,089
Surplus for the year 1,484,032 1.666,396 2,692,874
Accumulated surplus,
beginning of year 33,071,204 33,071,204 30,378,330
Accumulated surplus, end of year 34,655,236 $§  34,737.600 33,071,204

Commitrments 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 Fiows :
For the year ended December 31, 2010
2010 2009
Net inflow (outflow) of cash related to the following activities:
Operating
Surplus for the year 1,484,032 2,692,874
Non-cash items included in operations:
Amortization of tangible capital assets 582,690 466,477
Loss {gain) on the sale of tangible capital
assels 14,383 (5,000)
Change in prepaid expenses 5,699 290
602,772 461,767
Net change in non-cash working capital balances
related to operations 1,027,513 {825,624)
Cash provided by operating transactions 3,114,317 2,329,017
Capital
Purchase of tangible capital assets (2,231,580) {3,213,876)
Proceeds from sale of tangible capital assels 15,000 5,000
Cash used by capital transaclions (2.216,580) (3,208,876)
Increase (decrease) in cash and cash equivalents 897,737 (879,859)
Cash and cash equivalents, beginning of year 4,028,077 4,907,936
Cash and cash equivalents, end of year 3 4,925 814 3 4,028,077

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, 2010

2010 2010 Fin. Plan 2009
{Unaudiled-Note 14}

Surplus for the year $ 1,484,032 1,666,396 $ 2,692,874
Purchase of tangible capital assets (2,231,580) (2,735,438) {3.213,876)
Amortization of tangible capital assets 582,690 - 466,477
Loss (Gain) on the sale of tangible capital assets 14,383 - {5,000)
Proceeds on sale of tangible capital assets 15,000 15,000 5,000

(135,475) {1,054,042) {54,525)

Acquisition of prepaid expense (2,256) - (7,955)
Use of prepaid expenses 7,955 - 8,245
5,699 - 290

Decrease in net financial assets (129,776) {(1,054,042) {54,235)

Net financial assels, beginning of year 4,223,180 4,223,180 4,277,415

Net financial assets, end of year $ 4,003,404 $ 3,169,138 $ 4223180

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

Notes to Consolidated Financial Statements

Year ended December 31, 2010

The District of Lantzville is a municipality that was incorporated on June 25, 2003 pursuant to the issue of Letters 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 waler and sewer services.

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

The District follows accounting principles generally accepted for British Columbia municipalities and applies such
principles consistently. The consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles for governments as prescribed by the Public Sector Accounting Board
("PSAB") of the Canadian Institute of Chartered Accountants.

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

(b) Revenue Recognition:

Sources of revenue are recorded on the accrual basis and include revenue in the period in which the transaction or
events occurred that give rise to the revenues, and expenses in the period the goods and services are acquired and
a 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 operating 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 legisiation 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 commaodily 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.

Page 5



District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2010

(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 sianificant 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 last year. Estimated useful lives are as

follows:

Asset Rate
Buildings 15 - 80 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 lo 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.

(e) Use of Estimates:

Preparation of financial statements in accordance with accounling principles generally accepted for municipalities
requires management lo make estimates based upon assumplions. 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 estimates of the assets’
useful lives. Actual resutts could differ from those estimates. Adjustments, if any, will be reflected in operations in
the period of settlement,

Page 6



District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2010

{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, inciuding compensated employee absences that accumulate but do not vest.
Absences due to employee iliness are paid when an injury or illness occurs, but entittement to such compensation
arises as employees render service. Entitlement to compensated absence due to illness 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 purposes, restricted revenue
(development cost charges, note 5) and various deposits (note 6), as follows:

2010 2009
Restricted cash

Statutory reserves (Note 8) $ 2744762 § 2,555,129
Restricled revenues - deferred revenue (Nole 5) 908,785 818,613
Restricted revenues - deposils {Note 6) 16,329 13,579
3,669,876 3,387,321

Unrestricted cash
Cash available for operations $ 1,255,938 640,756
$ 4925814 $ 4,028,077

Cash deposited at the Coastal Community Credit Union earns interest at the rate in the range of prime minus
1 to 2 %. Cash deposited at the Municipal Finance Authority ($1,041,022 at December 31, 2010 ($1,034,753 at
December 31, 2009)) is invested in the MFABC Money Market Fund which earned an effective yield of .60% {2009 -
1.09%) and whose market value is equal to its cost.

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

2010 2009

Cther governments $ 266,062 ¢ 1,496,219
Property and parcel laxes 218,535 138,300
User fees and olher 109,184 78,380
$ 593,781 § 1,712,899
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2010

4. Accounts Payable
Accounts payable comprise the following as at December 31:

2010 2009
General 3 241,382 3 554,020
Other governments 195,896 66,003
Salaries, wages and benefits 63,799 65,581
$ 501,077 § 685,604
5. Deferred Revenue
Deferred revenue comprise the following as at December 31:
2009 Receipts Interest Revenue 2010
Community Works
(Gas Tax) Funds $ 393,738 % 148,398 § 3,621 § (36,800) $ 508,957
Development Cost Charges 226,179 20,396 1,616 (42,182) 206,009
Administration and
inspeclion fees 109,442 109,442
Phase 1 sewer op. costs
prepaid by residents 37,718 (2,162} 35,556
Prepaid property taxes 28,106 35,250 (28,106) 35,250
Prepaid Utility Fees - 1,564 - 1,564
Tourism Grant 11,463 (11,463) -
Trealy Negotiation Grant 11,322 11,322
Prepaid tax certificate
accounts 645 685 (645) 685
$ B18,613 % 206,293 § 5,237 % {121,358) $ 908,785

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 2010, $36,800 (2009 - $ nil) were used to fund the Knarston
Creek Overflow Project.
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District of Lantzville

Noltes to Consolidated Financial Statements

Year ended December 31, 2010

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 generally
accepted accounting standards, the District records these funds as restricted revenue which is then recognized as
revenue when the related costs are incurred. Drainage DCC's were recorded as revenue to fund the Knarston
Creek Overflow Project and Sewer DCC's were recorded as revenue related to the Phase 2 capital cost for a

property.
2009 Receipts Cancelled Interest Revenue 2010
Water $ 74,503 9.424 (12,459} 588 - $ 72,056
Sewer 39,404 2,599 (19,784) 223 (6,182) 16,260
Drainage 47,050 25,978 {15,304) 229 (36,000) 21,953
Highway 44,852 22,544 (9,548) 375 - 58,223
Facililies
Parkland 20,370 16,946 - 201 - 37,517
$ 226179 § 77,491 § (57,095) § 1,616 (42,182) $ 206,009
6. Deposits
Deposits comprise the following as at December 31:
2010 2009
Performance deposits 13,329 § 13,579
Sewer Works — Phase 2 deposits 3,000 -
16,329 § 13,579

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 camplete the works for which they are held.
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2010

7. Tangible Capital Assets (Schedule A)

2010 2009
Land 3 8762199 § 8,752,199
Land improvements 67,313 74,864
Buildings 1,242,331 1,271,462
Vehicles 603,463 658,590
Equipmeni 263,969 255817
Infrastructure:
Roads 7,807,348 7,019,645
Sewer 7,658,515 4,132,704
Water 4,052,166 3,872,383
Assets under construclion 12,272 2,802,405
3 30,459,576 § 28,840,069

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

Operaling 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.

2010 2009

Operating Fund $ 1,350,898 3 1,676,006
Statutory Reserve Funds (Schedule B) 2,744,762 2,555,129
Equity in Tangible Assels 30,459,576 28,840,069
$ 34,555,236 $ 33,071,204
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2010

Operating Funds

General Water Sewer Total

Opening balance $ 1,811,164 § 691,694 $ {826,852) $ 1,676,006
Surplus for the year 563,015 127,738 793,279 1,484,032
Transfers lo Capilal Funds (722,019) (176,009) (721,479} {1.619,507)
Transfer to Reserve Funds (499,085) (149,066) {86,142) (734,293)
Transfers from Reserve Funds 273,906 270,754 - 544 660
Closing balance $ 1,426,981 § 765,111 % (841,194) $ 1,350,898

Equity in Tangible Capital Assets:

2010 2009

Opening balance $ 28,840,069 $ 26,092,670
Add: Purchases of tangible capital assets 2,231,580 3,213,876
Less: Proceeds on disposal {15,000) (5,000)
Gain (loss) on disposal {14,383} 5,000
Less: Amortization (582,690) (466,477)
$ 30,459,576 $ 28,840,069

9. Taxation
The District is required to collect taxes on behalf of, and transfer these amounts to, other government agencies

noted below.
2010 2009
Properly taxes collected $ 4,250,348 $ 4,249,683

Less transfers lo other governments:

School District 1,835,270 1,895,637
School District - policing 167,170 154,306
Regional Hospital District 174,608 174,459
Regional District of Nanaimo 501,249 487 265
BC Assessment 50,345 50,810
Municipal Finance Authorily 147 153
Vancouver Island Regional Library 132.195 128,336
2,860,984 2,890,966

$ 1,389,364 $ 1,358,717
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District of Lantzville

Notes to Consolidated Financial Statements

Year ended December 31, 2010

10. Government Grants and Transfers

1.

2010 2009

Operating transfers from provincial government:
Sirategic Communities Investment Fund Grani 3 124221 § 782,348
Other 17,896 18,577
142,117 800,925

Capital transfers:

Canada/B.C. Infrastruciure Grant 664,118 1,723,039
BC Towns for Tomorrow Grant 400,000 -
Community Works (Federal Gas and Public Transil) Funds 36,800 -
$ 1,243035 & 2,523,964

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 aliocations 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 aliocated 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, coundil,
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 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, 2010

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 (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 pension plan is a multi-employer
contributory pension plan. Basic pension benefits provided are defined. The plan has about 163,000 active
members and approximately 60,000 retired members. Active members include approximately 35,000 contributors
from local government.

Every three years an actuarial valuation is performed to assess the financial position of the Plan and the adequacy
of Plan funding. The most recent valuation as at December 31, 2009 indicated an unfunded liability of $1,024
million for basic pension benefits. The next valuation will be as at December 31, 2012, with results available in
2013. The acluary does not attibrute portions of the unfunded liability to individual employers. The District paid
$37,751 (2009 - $34,753) for employer contributions to the plan in fiscal 2010.

(b} Municipal Insurance Contingency

The District is a participant in the Municipal Insurance Associalion 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, 2010

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.

2010

Consolidated surplus, per "District of Lantzville Financial Plan Bylaw No. 81, 2010,
Amendment Bylaw No. 81.2, 2010" $ 265
Add:

Capilal expenditures 2,735,438

Transfers lo statutory reserves 653,348

Internal debl repayment 59,683
Less:

Transfers from statutory reserves (613,044)

Recovery from prior year surplus {1,169,294)
Consolidaled surplus, per "2010 Financial Plan" for Consclidated Slatement of Operations $ 1,666,396
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