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INDEPENDENT AUDITORS' REPORT

To the Mayor and Councillors of the District of Lantzville

We have audited the accompanying financial statements of the District of Lantzville which
comprise the statement of financial position as at December 31, 2012, the statements of
operations, change in net financial assets and cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from
material misstaterment.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. 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 financial statements.

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

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the District of Lantzville as at December 31, 2012, and its results of operations, its
changes in net financial assets and its cash flows for the year then ended in accordance with
Canadian public sector accounting standards.

Other Maiter

The financial statements of the District of Lantzville as at and for the period ended December
31, 2011 were audited by another auditor who expressed an unmodified opinion on those
financial statements on April 16, 2012.

Kins 4~
T

Chartered Accountants
April 22, 2013

Victoria, Canada



District of Lantzville

S\\ﬁg{
STATEMENT OF FINANCIAL POSITION

As at December 31, 2012 with comparative information for 2011

2012 2011
FINANCIAL ASSETS
Cash and cash equivalents (Note 2) S 6,528,887 S 5,022,082
Accounts receivable {Note 3) 364,614 1,094,491
6,893,501 6,116,573
LIABILITIES
Accounts payable and accrued liabilities (Note 4) s 331,900 $ 440,980
Deferred revenue {Note 5) 1,056,425 852,764
Deposits (Note 6) 15,229 15,629
1,403,554 1,309,373
Net Financial Assets S 5,489,947 § 4,807,200
NON-FINANCIAL ASSETS
Tangible capital assets (Note 7 and Schedule A) S 31,737,150 $ 31,631,795
Prepaid expenses 10,020 6,017
31,747,170 31,637,812
ACCUMULATED SURPLUS {Note 8) s 37,237,117 5 36,445,012

Contingencies are specified in Note 12
The accompanying notes are an integral part of these financial statements.

On behalf of the Municipality:

.~ et

Ja ng,' ayor /%—"_
Db Voo

Jedha Hqﬂfnes, CA, Director of Financial Services
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District of Lantzville

STATEMENT OF OPERATIONS

For the year ended December 31, 2012 with comparative information for 2011

2012 Fin. Plan 2012 2011
REVENUE
Taxation (Note 9) S 1,425,123 § 1,426,927 § 1,396,099
Government grants and transfers {Note 10) 647,994 651,780 1,686,172
Utility taxes and fees 994,723 1,032,971 1,188,694
Services and fees (own sources) 63,390 85,826 85,289
Grants in lieu of taxes 72,950 75,523 72,430
Interest 20,000 66,462 59,422
Development cost charges 19,620 - -
Other - 60,033 27,189
$ 3,243,800 S 3,399,522 § 4,515,295
EXPENSES (Note 11)
General government S 723,850 S 703,297 S 678,774
Transportation services 375,450 637,400 657,199
Protective services 278,810 320,138 296,756
Sewer 119,450 213,938 251,563
Water 243,340 274,142 301,084
Solid waste collection 177,500 177,393 165,413
Parks and recreation 291,740 129,922 113,043
Legislative services 117,260 111,576 116,159
Planning and environmental development 40,300 39,611 45,528
S 2,367,700 S 2,607,417 S 2,625,519
SURPLUS FOR THE YEAR S 876,100 § 792,105 § 1,889,776
Accumulated surplus,
beginning of year 36,445,012 36,445,012 34,555,236
ACCUMULATED SURPLUS, END OF YEAR S 37,321,112 § 37,237,117 § 36,445,012

The accompanying notes are an integral part of these financial statements.
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District of Lantzville

STATEMENT OF CHANGE IN NET FINANCIAL ASSETS

For the year ended December 31, 2012 with comparative information for 2011

2012 Fin. Plan 2012 2011
SURPLUS FOR THE YEAR ) 876,100 5 792,105 S 1,889,776
Purchase of tangible capital assets (784,918) {820,668) (1,858,107)
Amortization of tangible capital assets 692,551 675,836
Loss on the sale of tangible capital assets 20,524 10,052
Proceeds on sale of tangible capital assets 2,238 -
91,182 686,750 717,557
Acquisition of prepaid expense (10,020) (6,017}
Use of prepaid expenses 6,017 2,256
- (4,003) (3,761)
Increase in net financial assets 91,182 682,747 713,796
Net financial assets, beginning of year 4,807,200 4,807,200 4,093,404
NET FINANCIAL ASSETS, END OF YEAR S 4,898,382 § 5,489,947 S 4,807,200

The accompanying notes are an integral part of these financiaf statements.
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District of Lantzville

STATEMENT OF CASH FLOWS

For the year ended December 31, 2012 with comparative information for 2011

2012 2011
Net inflow (outflow) of cash related to the following activities:
OPERATING
Surplus for the year 792,105 S 1,889,776
ltems not involving cash:
Amortization of tangible capital assets 692,551 675,836
Loss on the sale of tangible capital assets 20,524 10,052
713,075 685,888
Change in non-cash operating assets and liabilities:
Accounts receivable 729,877 {500,710)
Accounts payable and accrued liabilities (109,080) (60,097)
Deferred revenue 203,661 (56,021)
Deposits {400) (700)
Prepaid expenses {4,003) (3,761)
Cash provided by operating transactions 2,325,235 § 1,954,375
CAPITAL
Purchase of tangible capital assets (820,668) $ (1,858,107)
Proceeds from sale of tangible capital assets 2,238 -
Cash used by capital transactions (818,430 S {1,858,107)
Increase in cash and cash equivalents 1,506,805 $ 96,268
Cash and cash equivalents, beginning of year 5,022,082 4,925,814
CASH AND CASH EQUIVALENTS, END OF YEAR 6,528,887 S 5,022,082

The accompanying notes are an integrai part of these financial statements.
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District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

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 of British
Columbia .

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

1.

(a)

(b)

Significant Accounting Policies

The financial statements of the District of Lantzville (the "District") are prepared by management in
accordance with public sector accounting standards for local governments as recommended by the Public
Sector Accounting Board {PSAB) of the Canadian Institute of Chartered Accountants. Significant accounting
policies adopted by the District are as follows:

Reporting Entity:

The financial statements include a combination of all the assets, liabilities, accumulated surplus, revenues,
and expenses of all of the District's activities and funds. Inter-departmental balances and organizational
transactions have been eliminated.

Consolidated entities: The District does not control any significant external entities and accordingly no
entities have been consolidated with the financial statements.

Basis of Accounting:

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



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

1. Significant Accounting Policies {(continued)
{¢ ) Revenue Recognition:

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

Water and sewer fees are recognized when the commodity or services have been received by the customer.

Government transfers are recognized in the financial statements as revenues 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 made. Transfers received for which expenses are not yet
incurred are included in deferred revenue.

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

{d) Deferred Revenue:

Deferred revenue includes grants, contributions and other amounts received from third parties pursuant to
legislation, regulation, and agreement which may only be used in certain programs, in the completion of
specific work, or for the purchase of tangible capital assets. In addition, certain user charges 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.

Development cost charges are amounts which are restricted by government legislation or agreement with
external parties. When qualifying expenditures are incurred, development cost charges are recognized as
revenue in amounts which equal the associated expenses.

(e) Cash and Cash Equivalents:

Cash equivalents include short-term highly liquid investments with a term to maturity of 90 days or less at
acquisition. Cash equivalents also include investments in the Municipal Finance Authority of British
Columbia ("MFA"} Money Market Funds which are recorded at cost plus earnings reinvested in the funds.



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

1. Significant Accounting Policies {continued)
{f) Employee Future Benefits:

The District and its employees make contributions to the Municipal Pension Plan. The District's
contributions are are expensed as incurred.

Sick leave and other retirement henefits are also available to the District's employees. The costs of these
benefits are estimated based on the actual service and expected retirement ages and future salary and wage
increases for employees. The obligations under these benefit plans are accrued based on projected benefits
as the employees render services necessary to earn the future benefits.

(g) Non-Financial Assets - Tangible Capital Assets:

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

Tangible capital assets are recorded at cost which includes amounts that are directly attributable to
acquisition, construction, development, or betterment of the asset. Contributed tangible capital assets are
recorded at fair value at the date of contribution. Amortization is provided on a straight-line basis over the
estimated useful life of the asset commencing in the year the asset is put into service. 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 to expense. Betterments which extend the estimated useful life
of an asset or enhance the service potential of capital assets are capitalized.

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



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

1. Significant Accounting Policies (continued)

{g) Non-Financial Assets - Tangible Capital Assets (continued):

Tangible capital assets are written down when conditions indicate that they no longer contribute to the
District's ability to provide goods and services, or when the value of future economic benefits associated
with the asset are less than the book value of the asset.

Amortization is charged in the year of acquisition and in the year of disposal. Assets under construction are
not amortized until the asset is available for productive use.

The District does not capitalize interest costs associated with the acquisition or construction of a tangible
capital asset.

{h) Use of Estimates:

The preparation of financial statements in conformity with Canadian public sector accounting standards
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at a point in time, the reported amounts of revenues and expenses during the reporting period, and
the disclosure of contingent assets and liabilittes at the date of the financial statements. Significant
estimates include assumptions used in estimating historical cost and useful lives of tangible capital assets,
estimating provisions for accrued liabilities, and in estimating provisions of employee future benefits. Actual
results could differ from these estimates.



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

2. Cash and Cash Equivalents

December 31 cash balances include amounts designated for specific future capital expenditures, restricted

revenues and various deposits, as follows:

2012 2011
RESTRICTED CASH

Statutory reserves (Note 8) S 3,039,085 § 2,928,506
Restricted revenues - deferred revenue (Note 5) 1,056,425 852,764
Restricted revenues - deposits (Note 6) 15,229 15,629
4,110,739 3,796,899

UNRESTRICTED CASH
Cash available for operations 2,418,148 1,225,183
$ 6,528,887 $ 5,022,082

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 totaling $1,062,934 at December 31, 2012
(51,051,786 at December 31, 2011) is invested in the MFABC Money Market Fund which earned an effective

yield of 1.05% (2011 - 1.03%) and whose market value is equal to its cost.

3. Accounts Receivable

Accounts receivable comprise the following as at December 31:

2012 2011
Other governments S 51,342 $ 645,845
Property and parcel taxes 202,446 310,163
User fees and other 110,826 138,483
S 364,614 $ 1,094,491
4. Accounts Payable

Accounts payable comprise the following as at December 31:
2012 2011
General S 163,299 § 270,334
Other governments 86,616 95,096
Employee benefit obligations 81,985 77,550
$ 331,900 $ 440,980




District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

4. Accounts Payable (continued)

{a) Employee Benefit Obligations:

Included in Accounts Payable are employee benefit obligations comprised of the following as at December
31:

2012 2011
Accrued vacation S 6,606 S 8,828
Accrued sick leave 75,379 68,722
$ 81,985 $ 77,550

Employee benefit obligations represent accrued benefits as at December 31, 2012, Accrued vacation is the
amount of vacation entitlement carried forward into the next year. Employee benefit obligations also
include accumulated sick leave banks that may be drawn down in future years. These sick leave entitlements
may only be used while employed by the District and are paid out on retirement under certain conditions.
Included in expenses is $6,657 (2011 - $8,979) related to sick leave usage in the year.

The significant assumptions used in estimating sick leave benefit obligations are as follows:

2012 2011
Discount rate 3% 3%
Rate of salary increase 2.5% 2.5%

(b) Municipal Pension Contingency

The District and its employees contribute to the Municipal Pension Plan ("the Plan"), a jointly trusteed
pension plan. The Board of Trustees, representing plan members and employers, is responsible for
overseeing the management of the Plan, including investment of the assets and administration of benefits.
The Plan is a multi-employer contributory pension plan. Basic pension benefits provided are defined. The
Plan has about 176,000 active members and approximately 67,000 retired members. Active members
include approximately 35,000 contributors from local governments.

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 actuarial 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 later in 2013. The actuary does not attribute portions of the unfunded liability to
individual employers.

The District paid 546,636 (2011 - $41,929) for employer contributions, while employees contributed $46,392
(2011 - $43,031 ) to the Plan in fiscal 2012.



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

5. Deferred Revenue

Deferred revenue is comprised of the following as at December 31:

2011 Receipts Interest Revenue 2012
Community Works
{Gas Tax} Funds S 408,163 S 148,387 §$ 4,416 - $ 560,966
Development Cost
Charges 242,064 55,177 2,469 - 299,710
Administration and
inspection fees 109,442 - - - 109,442
Phase 1 sewer op. costs 33,394 - - (2,162) 31,232
Prepaid property taxes 45,435 40,574 - (45,435) 40,574
Prepaid Utility Fees 2,389 2,214 - {2,389) 2,214
Treaty Negotiation
Grant 11,322 - - - 11,322
Prepaid tax
certificates 555 1,420 - (1,010) 965
S 852,764 $ 247,772 S 6,885 (50,996) $ 1,056,425

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.

Development Cost Charges

Development cost charges are comprised of the following at December 31:

2011 Receipts Interest Revenue 2012
Water S 88,456 S 7,787 S 845 S - $ 97,088
Sewer 28,831 12,365 321 - 41,517
Drainage 24,548 14,170 290 - 39,008
Highway Facilities 60,775 11,612 610 - 72,997
Parkland 39,454 9,243 403 - 49,100

$ 242,064 S 55,177 $ 2,469 S - $ 299,710




District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

6. Deposits

Deposits comprise the following as at December 31:

2012 2011

Performance deposits S 15,229 $ 13,629
Sewer Works — Phase 2 deposits - 2,000
$ 15,229 § 15,629

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

7. Tangible Capital Assets (Schedule A)

2012 2011
Land S 8,799,199 $ 8,752,199
Land improvements 690,669 716,795
Buildings 1,202,913 1,195,750
Vehicles 600,307 648,612
Equipment 265,657 241,446
Infrastructure;
Roads 8,071,483 7,807,697
Sewer 8,118,432 8,154,087
Water 3,983,370 4,075,209
Assets under construction 5,120 -

$ 31,737,150 $ 31,631,795

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.



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

8. Accumulated Surplus

Operating Funds - These funds comprise the principal operating activities of the District and include funds for
general government, sewer and water services.

Capital Funds - These funds are used to record the acquisition and disposal of tangible capital assets and
related financing. These funds include general, sewer and water capital funds.

Reserve Funds - These funds have been created to hold assets for specific future requirements. They are
comprised of the statutory reserve funds shown in Note 2. Certain amounts, as approved by Council, are set
aside in reserves for future capital expenditures. Transfers to and/or from are reflected as an adjustment to
the respective fund.

2012 2011
Operating Fund S 2,460,882 S 1,884,711
Statutory Reserve Funds (Schedule B) 3,039,085 2,928,506
Equity in Tangible Assets 31,737,150 31,631,795

$ 37,237,117 $ 36,445,012

Operating Funds

General Water Sewer Total
Opening balance S 1,869,135 S 833,052 $ (817,476) $ 1,884,711
Surplus (deficit) for the year 634,784 165,700 {34,418) 766,066
Transfers (to) from to Capital Funds (278,546} 95,613 77,578 (105,355)
Transfer to Reserve Funds (474,263} (236,300} (82,715} (793,278)
Transfers from Reserve Funds 708,738 - - 708,738
Closing balance S 2,459,848 $ 858,065 5  (857,031) $ 2,460,882
Equity in Tangible Capital Assets:
2012 2011
Opening balance $ 31,631,795 § 30,459,576
Add: Purchases of tangible capital assets 820,668 1,858,107
Less: Proceeds on disposal (2,238) -
Less: Loss on disposal (20,524) (10,052)
Less: Amortization (692,551) (675,836)

$ 31,737,150 $ 31,631,795




District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

9. Taxation

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

agencies noted below.

2012 2011
Property taxes collected S 4,445,714 $§ 4,351,070
Less transfers to other governments:
School District 1,896,150 1,889,839
School District - policing 181,324 183,703
Regional Hospital District 169,597 127,944
Regional District of Nanaimo 576,112 566,505
BC Assessment 48,850 51,009
Municipal Finance Authority 157 158
Vancouver Island Regional Library 146,597 135,813
3,018,787 2,954,971
Municipal property taxes $ 1,426,927 $ 1,396,099
10. Government Grants and Transfers
2012 2011
Operating transfers from provincial government:
Strategic Communities Investment Fund Grant S 623,994 S 607,187
Other 4,784 4,850
628,778 612,037
Capital transfers:
Canada/BC Infrastructure Grant 23,002 420,118
BC Towns for Tomorrow Grant - 400,000
Community Works (Federal Gas and Public Transit) Funds - 254,017
S 651,780 $ 1,686,172




District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

11. Expenditure by Object and Segment

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

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

The segments included in the schedule are as follows:

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

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

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

Solid Waste Collection includes fees related to residential curbside collection services.

Planning includes land use planning, subdivision, development, and mapping.

Parks and Recreation includes management of District parks and trails, and the District's contribution to
Mine Town Days.

Sewer Services includes the management and maintenance of the sanitary sewer collection system.

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

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



District of Lantzville

NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31, 2012 with comparative information for 2011

12. Contingencies

Municipal Insurance Association

The District is insured through membership in the Municipal Insurance Association ("MIA"} of British
Columbia. Under this program, member municipalities are to share jointly for general liability claims against
any member in excess of $10,000. Should the MIA pay out claims in excess of premiums received, it is
possible that the District, along with the other participants, would be required to contribute towards the
deficit,

13. Financial Plan Figures

Financial Plan figures included in these financial statements 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 surplus as
presented in the Financial Plan approved by Council to the surplus as shown in the Statement of Operations.

2012
Surplus, per "District of Lantzville Financial Plan Bylaw No. 96, 2012",
adopted by Council on April 16, 2012. 5 308,240
Net impact of amendments (32,500)
Surplus, per "District of Lantzville Financial Plan Bylaw No. 96, 2012,
Amendment Bylaw No 96.1, 2012", adopted by Council on November 26,
2012. S 275,740
Add:
Capital expenditures 784,918
Transfers to statutory reserves 734,325
Internal debt repayment 166,135
Less:
Transfers from statutory reserves {754,918)
Recovery from prior year surplus {330,100)

Surplus, per "2012 Financial Plan" for
Statement of Operations 5 876,100
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