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INDEPENDENT AUDITORS’ REPORT
TO: The Mayor and Council

We have audited the accompanying financial statements of the Town of Provost, which comprise the statement of
financial position as at December 31, 2016, and the statements of operations, changes in net financial assets/debt
and cash flows for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Managentent’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 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 misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ 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, the auditor considers 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 we have obtained is sufficient and appropriate to provide a basis for our audit
opinion,

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of the Town

of Provost as at December 31, 2016, and its financial performance and its cash flows for the year then ended in
accordance with Canadian public sector accounting standards.

Stettler, Alberta aﬂ%(’j S Cﬂﬂ\mm&

April 18,2017 CHARTERED PROFESSIONAL ACCOUNTANTS
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TOWN OF PROVOST
STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2016

2016 2015
FINANCIAL ASSETS
Cash and short term investments (Note 3) $ 6,882,811 $§ 7,025,108
Taxes and grants in place of taxes receivables (Note 4) 118,222 109,949
Receivable from other governments 346,598 244,886
Trade and other receivables 283,964 189,256
Local improvements levies receivable (Note 5) 68,625 96,274
L.and inventory held for resale 2,424,177 2,424,177
Long-term investments (Note 6) 20 20
Other financial assets (Note 7) 125.460 125.460
10,249,877 10,215,130
LIABILITIES
Accounts payable and accrued liabilities 314,761 134,517
Payable to other governments 75,204 59,300
Deposit liabilities 105,466 105,275
Deferred revenue (Note 8) 230,851 273,490
Employee benefit obligations (Note 9) 70,950 67,806
Administered trust liabilities (Note 10) 207,228 204,564
Long-term debt (Note 11) 1,663,098 1,865,999
2,667,558 2,710951
NET FINANCIAL ASSETS (DEBT) 7.582,319 7.504.179
NON-FINANCIAL ASSETS
Tangible capital assets (Schedule 2) 30,944,640 30,488,358
Inventory for consumption 29,483 14,106
Prepaid expenses 27,263 17,134
31,001,386 30,519,598
ACCUMULATED SURPLUS (Schedule 1, Note 16) $ 38,583,705 $ 38,023,777

Contingencies — See Note 19

Approved on behalf of the Town Council:

Mayor /%:/‘

Councillor
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TOWN OF PROVOST
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2016

Budget 2016 2015
(Unaudited)
REVENUES
Net municipal property taxes (Schedule 3) $ 2476246 § 2,472,474 $ 2,476,844
Sales of goods and user fees 1,204,457 1,060,397 1,166,206
Government transfers for operating (Schedule 4) 432,660 487,286 433,547
Investment income 84,300 118,413 108,043
Penalties and costs of taxes 40,000 47,537 40,295
Franchise and concession contracts 513,689 551,504 515,685
Rentals 303,800 303,815 311,964
Other 292,547 339,956 287,656
Total Revenue 5,347,699 5.381,382 5,340,240
EXPENSES (Schedule 5)
Legislative 100,000 89,787 93,926
Administration 635,163 645,063 664,882
Fire, ambulance and bylaws enforcement 596,111 574,465 558,668
Roads, streets, watks, lighting 1,559,334 1,409,324 1,579,042
Water and wastewater 311,960 682,655 553,996
Waste management 259,443 254,565 243,871
Subdivision land development 194,521 155,564 178,973
Recreation, parks and culture 1,377,812 1,333,935 1,362,226
Other 222,494 276,271 186,232
Total Expenses 5,756,838 5,421,629 5.421.816
EXCESS (SHORTFALL) OF REVENUE
OVER EXPENSES - BEFORE OTHER (409,139) (40,247) (81,576)
OTHER
Donations for capital - 54,715 66,340
Government transfers for capital (Schedule 4) 649,496 545,460 665,875
EXCESS (SHORTFALL) OF REVENUE
OVER EXPENSES 240,357 559,928 650,639

ACCUMULATED SURPLUS ~ BEGINNING OF YEAR 38,023,777 38,023,777 37,373,138

ACCUMULATED SURPLUS — END OF YEAR $ 38,264,134 $ 38,583,705 $ 38,023,777
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TOWN OF PROVOST

STATEMENT OF CHANGES IN NET FINANCIAL ASSETS (DEBT)

FOR THE YEAR ENDED DECEMBER 31, 2016

EXCESS (SHORTFALL) OF REVENUES
OVER EXPENSES

Acquisition of tangible capital assets
Proceeds on disposal of tangible capital assets
Amortization of tangible capital assets

(Gain) loss on sale of tangible capital assets

Acaquisition of supplies inventories
Use of prepaid assets
Acquisition of prepaid assets

INCREASE (DECREASE) IN NET
ASSETS (DFBT)

NET FINANCIAL ASSETS (DEBT)
- BEGINNING OF YEAR

NET FINANCIAL ASSETS (DEBT)
- END OF YEAR

Budget 2016 2015
(Unaudited)

$ 240,357 § 559928 $ 650,639

(1,928,173)  (1,701,523)  (1,539,315)

- 53,233 39,434
1,195,159 1,186,056 1,157,532
- 5951 808

(733,014) (456,283) (341,541)

; (15,376) (5,610)
- - 9,566
: (10,129) -
- (25.505) 3,956
(492,657) 78,140 313,054

7,504,179 7,504,179 7,191,125

$_7011522 $ 7582319 $_7.504,179
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TOWN OF PROVOST
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2016

2016 2015
OPERATING ACTIVITIES
Excess (shortfall) of revenues over expenses $ 559,928 § 650,639
Non-cash items inciuded in excess {shoitfall) of revenues
over expenses:
Amortization of tangible capital assets 1,186,056 1,157,532
(Gain)} loss on disposal of tangible capital assets 5,951 808
Non-cash changes to operations (net change):
Taxes and grants in place receivables (8,273) 26,645
Trade and other receivables (196,420) 144,017
Local improvement levies receivable 27,649 25,989
Land inventory held for resale - 8,058
Prepaid expenses (10,129 9,566
Inventory for consumption (15,376) (5,610)
Accounts payable and accrued liabilities 196,148 (49,352)
Deposit fiabilities 191 1,877
Deferred revenue (42,639) (35,612)
Employee benefit obligations 3,144 5,885
Trust liabilities 2,664 2,263
Net cash provided by (used in) operating activities 1,708.894 1,942,705
CAPITAL ACTIVITIES
Acquisition of tangible capital assets (1,701,523) (1,539,315)
Proceeds on disposal of tangible capital assets 53,233 39.434
Net cash provided by (used in) capital activities (1,648,290} (1.499.881)
INVESTING ACTIVITIES
Decrease (increase) in restricted cash and short term investtnents 23,629 37.124
Net cash provided by (used in) investing activities 23,629 37,124
FINANCING ACTIVITIES
Long term debt repaid (202.901) (192,202)
Net cash provided by (used in) financing activities {202,901 (192,202)
CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR (118,668) 287,746
CASH AND CASH EQUIVALENTS — BEGINNING OF YEAR 6,649,923 6,362,177
CASH AND CASH EQUIVALENTS - END OF YEAR _6,531,255 __6,649,923
CASH AND CASH EQUIVALENTS IS MADE UP OF:
Cash and short term investments (Note 3) 6,882,811 7,025,108
Less: Restricted portion of cash and short term investments (Note 3) (351.556) (375.185)

$_6531L255 $_6,649,923
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TOWN OF PROVOST
SCHEDULE 3 ~ PROPERTY TAXES LEVIED

FOR THE YEAR ENDED DECEMBER 31, 2016

Budget 2016 2015
TAXATION
Real property taxes $ 3,058,864 $ 3,055,092 $ 3,017,908
Linear property taxes 70,251 70,251 72,468
Government grants in place of property taxes 54,545 54,545 12,975
3,183,660 3,179.888 3.163,351
REQUISITIONS
Provost Roman Catholic Separate School Division 165,172 165,172 164,622
Alberta School Foundation Fund 493,367 493,367 475,560
Provost Seniors' Foundation 48.875 48.875 46,325
707.414 707.414 686,507
NET MUNICIPAL PROPERTY TAXES $_2476246 $_2472,474 $ _ 2,476,844
SCHEDULE 4 - GOVERNMENT TRANSFERS
FOR THE YEAR ENDED DECEMBER 31, 2016
Budget 2016 2015
(Unaundited)
TRANSFER FOR OPERATING:
Federal government $ 110,036 $ 1,500 § 106,995
Provincial government 234,028 289,103 219,497
Other local government 198,632 196,683 214,050
432,660 487,286 433,547
TRANSFERS FOR CAPITAL
Provincial government 539,460 537,960 558,880
Other local government - 7,500 -
649,496 545,460 665,875
TOTAL GOVERNMENT TRANSFERS $ 1,082,156 $_ 1,032,746 $ _ 1,099,422

GITZEL(S COMPANY
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TOWN OF PROVOST
SCHEDULE 5 - EXPENSES BY OBJECT

FOR THE YEAR ENDED DECEMBER 31, 2016

Budget 2016 2015
EXPENDITURES
Salaries, wages, and benefits $ 1,593,149 $§ 1,637,858 $ 1,519,567
Contracted and general services 1,263,015 1,106,887 1,270,631
Materials, goods, supplies and utilities 1,157,569 907,703 936,567
Bank charges and short-term interest 14,000 15,936 12,931
Interest on long-term debt 55,185 52,781 61,474
Other expenditures 478,761 508,457 462,306
Amortization 1,195,159 1,186,056 1,157,532
Loss on disposal of tangible capital assets - 5951 808
TOTAL EXPENDITURES $_ 5,756,838 $_ 5421629 $ 5,421,816

10

GITZELONMCOMPANY

CURNTEFED FEEFESSHIRIL LLELNTANTS




11

80665C ¢ (TIR0S) ¢ BSosa s 52 v90) s ety s Boevze I ¢ GISEID ISy eivre §$
9509811 SILY C9T8¢ET LSTOLE 08¢Cl Z00°66% YECTY 00691
6 STL | (€519 0ICElC 907901 (55519 {106°528) (081°6C1) LSEC68YC
€LSSET Y ¥9S1LT 256 869 3/v 596 NS L1016 EEI0ES St6 LIL
AR . £€59°T 671 0L9°¢ 02€EE - 07816
18L°TS - - - 98°cY SE6'8 - -
TEL'86E 919°7TT €5TL8 PE6°6S YOVIL 0009 - STSIL
£0L°L06 61S°L T 795°€9T SLLT PSI°L8¢€ 1€5°1L 976°1¢
858°LE9°1 - LSEIZT 0ELVLE y66°LY £HEpsE 90LCCE 8C991¥
L38°901°1 6TH 1Y 96 EYe £01°69Z 6v°rE $95°0Z1 968°6€1 9%0°991
LST186°C [1¥SCC 91 ¢Cl6 ¥89°690°1 69°(8 oI 78 £56°007 TOCLOTE
LTSL6T | 051°% PP 3T F60SSE S0T 59 - 019°2¢C ¥S0919
CIv8Il - S00°S - - - - 80P €11
L6E090°1 0s1°¢1 098°12L 0S¥ Tl $06°C1 S10°L1 8T LY 99¢°¢
9FLTE0] [11°20T £88°991 OrI1°TLS 9IGC 10¥°L9 $69°C1 -
YLV TLVT 0§ - ¢ - - $ - $ - $ - YV TUYT  §
—ﬂucﬁ huﬁ—wo m@umtom @.———::U um. wﬂuﬁmo—?)@ﬁ moufﬁum moumtem wﬂvﬁﬁh@>ou.u
~«w=0E=0h_>ﬂH ﬁoﬁﬂo.—ouvm um. wﬁmnﬁﬂfm ﬁomwﬁtcnmnﬁ.ﬁ &bmwuuﬁo.nnm umhonow

TIANT IVIA THL 304

JAQSOTOSTA AAININDIS - 9 T TATATHOS

LSOAOYUd 40 NMAOL

ANNHEATYH LEN

2SU3dXS UONEZILIOUIY

NOILLVZILIONY
THOAAL “ANNIATY LAN

sasuadxs 12010

1S2I23UT 1q2p UL Suo]
SpaeQq [820] O} SI3JSUBL],
sar[ddns pue spoon

sofem pue saLejeg

SOOIAIOS [BI0USE pUR JOBRIUOD)
SESNAIXH

SaNUIASI J2YIQ

QUIODUT JUS]SDAUY

Spoo3 JO Sa[eS pUE $99J I3S(]
SISJSUEI) JUSWUINAOL)

saxe] Tedrorunu 19N
JNNIATL

GITZEL

COAFTERED FFFESSHIAL MTERINTANTS

&SOM PANY



TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

SIGNIFICANT ACCOUNTING POLICIES

The financial statements are the representations of management prepared in accordance with generally
accepted accounting principles for local governments established by the Public Sector Accounting and
Auditing Board of the Chartered Professional Accountants of Canada.

The financial statements have, in management’s opinion, been propetly prepared within reasonable limits of
materiality and within the framework of significant accounting policies adopted as follows:

(a)

(b)

()

Reporting Entity

The financial statements reflect the assets, liabilities, revenues and expenditures, and changes in financial
position of the reporting entity which comprises all the organizations that are accountable for the
administration of their financial affairs and resources to the Council and are owned or controlled by the
municipality,

The schedule of taxes levied also includes requisitions for education, health, social and other external
organizations that are not part of the municipal reporting entity.

The statements exclude (rust assets that are administered for the benefit of external parties.
Interdepartmental and organizational transactions and balances are etiminated.

Basis of Accounting

The basis of accounting followed in the financial statement presentation includes revenues in the period
in which the transactions or events occurred that gave rise to the revenues and expenditures in the period
the goods and services are acquired and a liability is incurred with the exception of pension expenditures
as disclosed in Note L.f.

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

Government transfers, contributions and other amounts are received from third parties pursvant to
legislation, regulation or agreement and may only be used for certain programs, in the completion of
specific work, or for the purchase of tangible capital assets. In addition, certain user 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.

Use of Estimates

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

12
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

(c)

(d)

(e

®

(g)

(h)

(i)

Use of Estimates — Continued

Amortization is based on the estimated useful lives of property and equipment. These estimates and
assumptions are reviewed periodically and, as adjustments become necessary, they are reported in
earnings in the periods in which they become known.

Government Transfers

Government {ransfers are recognized in the financial statements as revenues in the period that the events
giving rise to the transfer occurred, providing the transfers are authorized, any eligibility criteria have
been met by the municipality, and reasonable estimates of the amounts can be made.

Interest on Long-Term Debt

Interest on long-term debt is recorded as an expenditure as payment is made plus an accrual for long-term
debt interest payable at the end of the year.

Pension Expenditure

The town participates in a multi-employer defined benefit pension plan. The plan is accounted for as a
defined contribution plan.

Contributions for current and past service pension benefits are recorded as expenditures in the year in
which they become due.

Taxes and Grants in Place of Taxes Receivables

Current and arrears taxes and grants in place of taxes receivables consist of current tax levies and tax
levies of prior years which remain outstanding at December 3 1st,

[nvestments

Any short-term or long-term investments that are considered to be held for trading are recorded at their
fair market value at the balance sheet date if available, otherwise they are valued at cost.

All other investments are recorded at cost. Where there has been a loss in value that is other than a
temporary decline, the respective investment is written down to recognize the loss.

Land Inventory For Resale

Land held for resale is recorded at the lower of cost and net realizable value. Cost includes costs for land
acquisition and improvements required to prepare the land for servicing such as clearing, stripping, and
levelling charges.

13
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
(i) Tax Revenue

Tax revenues are recognized when the tax has been authorized by bylaw and the taxable event has
occurred,

Requisitions operate as a flow through and are excluded from municipal revenue.

(k) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, accounts with banks, investments in money market
funds and investments that are easily converted to cash and are maturing within three months.

(I) Contaminated Sites Liability

Contaminated sites are a result of contamination being introduced into air, soil, water or sediment of a
chemical, organic or radioactive material or live organism that exceeds an environmental standard. The
liability is recorded net of any expected recoveries, A liability for remediation of a contaminated site is
recognized when a site is not in productive use and is management’s estimate of the cost of post -
remediation including operation, maintenance and monitoring.

(m) Financial [nstruments

A financial instcument is any contract that gives rise to a financial asset of one party and a financial
liability or equity instrument of another party.

The town’s financial instruments consist of cash, receivables, long term investments, accounts payable,
deposit liabilities, and long-term debt. In management’s opinion these financial instruments are not
exposed to significant interest rate or currency risks. The fair values of these financial instruments,
where determinable, approximate their carrying amounts unless otherwise noted.

(n) Over-levies and Under levies

Over-levies and under-levies arise from the difference between the actual levy made to cover each
requisition and the actual amount requisitioned.

If the actual levy exceeds the requisition, the over-levy is accrued as a liability and property tax revenue
is reduced. When the actual levy is less than the requisition amount, the under-levy is accrued as a

receivable and as property taxes.

Requisition tax rates in the subsequent year are adjusted for any over-levies or under-levies of the prior
year,

14

GITZEL(NCOMPANY

(12 CRINTERED FRIFESSIENML MLCRENTANTS




TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

1. SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

(o) Nen-Financial Assets

Non-financial assets are not available to discharge existing liabilitics 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
normal course of operations. The change in non-financial assets during the year, together with the excess
of revenues over expenses, provides the Change in Net Financial Assets (Debt) for the year.

(i) Tangible Capital Assets

Tangible capital assets are recorded at cost, which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset. The cost, less
residual value, of the tangible capital asset is amortized on a straight-line basis over the estimated
useful life as follows:

YEARS
Buildings 20 - 50
Engineered structures
Roadway systems 20-125
Water system 45-175
Wastewater system 45-75
Other engineered structures 20-75
Machinery and equipment 5-40
Vehicles 10 - 25
Land improvements 10-25

The annual amortization charge in the year of acquisition and in the year of disposal is pro-rated
based on the number of days that the asset was owned during the year. Assets under construction
are not amortized until the asset is available for productive use.

(ii) Contributions of Tangible Capital Assets

Tangible capital assets received as contributions are recorded at fair value at the date of receipt
and also are recorded as revenue.

(iii}Inventories
Inventories held for consumption are recorded at the lower of cost and replacement cost.

{(p) Allowances for Operating Assets

Allowances for asset valuations are netted against the related asset. Increases in allowances are recorded
as an expenditure while decreases in allowances are recorded as a revenue in the operating fund.

5
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
2. RECENT ACCOUNTING PRONOUNCEMENTS PUBLISHED BUT NOT YET ADOPTED
The following accounting standards have been issued by the Chartered Professional Accountants of Canada
but are not yet effective. The town is currently evaluating the effect of adopting these standards on their

firancial statements.

(a) Section PS 1201 - Financial Statement Presentation
This revised standard is effective in 2019, when sections PS 2601 and PS 3450 are adopted.

(b) Section PS 2601 - Foreign Currency Translation
This section establishes standards on how to account for and report transactions that are denominated in
foreign currency in government financial statement and is effective for fiscal years beginning on or after
April 1, 2019.

(¢) Section PS 3041 - Portfolio Investments
This new section establishes standards on how to account for and report portfolio investments in
government financial statements, This standard is effective for the 2019 fiscal year.

(d) Section PS 3450 - Financial Instruments
This section establishes standards on how to account for and report all types of financial instruments
including derivatives. This standard is effective for fiscal years beginning on or after April 1, 2019,

3. CASH AND SHORT-TERM INVESTMENTS

2016 2015
Cash $ 492770 § 1,249,756
Short-term investments 6,390,041 5,775.352

$_6882811 §_ 7025108

Short-term investments are short-term deposits with original maturities of three months or less and
marketable securities. They earn interest at rates ranging between 1.55% and 1.60%.

Included in short-term investments is a restricted balance of $351,556 (2015 - $375,185) comprised of grants
received of $131,560 (2015 - $131,560) (Note 8), amounts for land development of $207,228 (2015 -
$204,564) (Note 10) and externally restricted donations of $12,768 (2015 - $39,061) (Note 8).

Council has designated funds of $5,793,407 (2015 - $5,785,769) included in the above amounts for operating
and capital restricted surplus (Note 15).

4. TAXES AND GRANTS IN PLACE OF TAXES RECEIVABLES

2016 2015
Current taxes and grants in place of taxes $ 110414 3 105,149
Arrears taxes and grants in place of taxes 20,007 4,800
Less: Allowance for uncollectible taxes (12,199) -

$ 118222 § 109,949
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10.

TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

LOCAL IMPROVEMENT LEVIES RECEIVABLE
2016 2015

Local improvement levies $ 68,625 % 96,274

Levies are receivable with various repayment schedules and interest rates from 5.87% to 6.00%.

LONG-TERM INVESTMENTS

2016 2015
A.M.F.C. shares, at cost 3 20 $ 20
OTHER FINANCIAL ASSETS

2016 2015
Utility installation deposits $ 125,460 $ 125,461
DEFERRED REVENUE

2016 2015
Prepaid property taxes $ 33,340 $ 44,879
Donations — capital projects 12,768 39,061
Prepaid arena fees 51,612 57,990
Prepaid rental income 1,571 -
Provincial grants — capital projects 131.560 131.560

$_ 230851 $___273.490

EMPLOYEE BENEFIT OBLIGATIONS
2016 2015

Vacation h 70,950 $ 67.806

The vacation liability is comprised of the vacation that employees are deferring to future years. Employees
have earned the benefits and are entitled to these benefits within the next budgetary year.

ADMINISTERED TRUST LIABILITIES

The Town of Provost administers the following trust; 2016 2015
Public reserve $_ 207228 $_ 204
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

11. LONG-TERM DEBT

2016 2015
Bank loan $ 1,498,999 $ 1,639,423
‘Tax supported debentures 101,496 135,251
Self supported debentures 62,603 91.325

$ 1,663,098 $_ 1865999
The current portion of the long-term debt amounts to $209,846 (2015 - $202,469).

Principal and interest repayments are due as follows:

Principal Interest Total

2017 $ 209,846 § 50,227 § 260,073
2018 217,530 - 42,543 260,073
2019 180,085 34,540 214,625
2020 155,939 28,869 184,308
2021 160,203 24,605 184,808
Thereafter 739,495 54,898 794,393

$ 1663098 $__ 235,682 $ _ 1,898,780

The porttion of the debt for capital purposes is $1,075,740 and for operating purposes is $587,358.

Debenture debt s repayable to Alberta Capital Finance Authority and bears interest at 5.375% and 5.875%
per annum, before Provincial subsidy, and mature in 2018 and 2019. The average annual interest rate is
3.06% for 2016 (3.37% for 2015). For qualifying debentures, the Province of Alberta rebates 60% of interest
in excess of 8%, 9% and 11% to a maximum annual rate of 12.5%, depending on the date borrowed.
Debenture debt is issued on the credit and security of the municipality at large,

The bank loan is due on demand to ATB Financial, bears interest at prime and requires annual payments of
$184,809 until July 2028.

Interest on long-term debt amounted to $52,781 (2015 - $61,474),

The Town’s total cash payments for interest in 2016 were $57,173 (2015 - $67,871).
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

12. DEBT LIMITS

Section 276(2) of the Municipal Government Act requires that debt and debt limits as defined by Alberta
Regulation 255/00 for the municipality be disclosed as follows:

2016 2015
Total debt limit $ 8,176,500 $ 8,109,870
Total debt 1,663.098 1,865,999
Amount total debt limit available _ 6513402 6,2 1
Service on debt limit 1,362,750 1,351,645
Service on debt 260,073 260,073
Amount service on debt limit available ' $__ 1,102,677 $ 1,091,572

The debt limit is calculated at 1.5 times revenue of the municipality (as defined in Alberta Regulation
255/00) and the debt service limit is calculated at 0.25 times such revenue. Incurring debt beyond these
limitations tequires approval by the Minister of Municipal Affairs. These thresholds are guidelines used by
Alberta Municipal Affairs to identify municipalities that could be at financial risk if further debt is acquired.
The caleulation taken alone does not represent the financial stability of the municipality, rather, the financial
statements must be interpreted as a whole,

13. ACCUMULATED SURPLUS

Accumulated surplus consists of restricted and unrestricted amounts and equity in tangible capital assets as

follows:
2016 2015
Unrestricted surplus (deficit) (Schedule 1) $ 2,921,398 $ 2,967,681
Equity in tangible capital assets (Note 14) 29,868,900 29,270,327
Restricted surplus (Note 15) 5,793,407 5,785,769

$ 38,583,705 $ 38,023,777

14. EQUITY IN TANGIBLE CAPITAL ASSETS

2016 2015
Tangible capital assets (Schedule 2) $ 30,944,640 $ 30,488,358
Capital long-term debt (Note 11) (1.075.740) _(1.218.031)

$ 29,868,900 $ 29,270,327
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

15, RESTRICTED SURPLUS

Restricted surpluses for operating and capital activities changed as follows:

2015 Increases Decreases 2016
Operating restricted surplus:
Administration $ 21,589 3 - % -3 21,589
Fire, ambulance & bylaws enforcement 48,355 13,000 - 61,355
Roads, streets, walks, lighting 78,807 121,608 - 200,415
Water and wastewater 112,905 87,500 38,000 162,405
Public health and welfare 349,863 125,000 - 474,863
Subdivision land development 6,656 5,700 - 12,356
Recreation, parks and culture 194,912 3,618 10,996 187,534
Contingency 15,022 - - 15.022
Total Operating 828,109 356,426 48,996 1,135,539
Capital restricted surplus:
Administration 234,388 417,000 472,462 178,926
Fire, ambulance & bylaws enforcement 388,590 65,000 65,938 387,652
Roads, streets, walks, lighting 1,288,557 332,460 837,373 783,644
Water and wastewater 1,715,267 265,000 198,631 1,781,636
Waste management 202,675 - - 202,675
Public health and welfare 18,000 5,000 - 23,000
Subdivision land development 239,119 - - 239,119
Recreation, parks and culture 871,064 202,000 11.848 1,061.216
Total Capital 4,957,660 1,286,460 1,586,252 4,657,868
Total $_5,785,769 $_ 1,642,886 $ _ 1,635,248 $ _ 5,793,407

16. SEGMENTED DISCLOSURE
The Town of Provost provides a range of services to its ratepayers. For each reported segment, revenues and
expenses represent both amounts that are directly attributable to the segment and amounts that are allocated
on a reasonable basis. The accounting policies used in these segments are consistent with those followed in

the preparation of the financial statements as disclosed in Note 1.

Refer to the Schedule 6 - Segmented Disclosure.,
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

17. SALARY & BENEFITS DISCLOSURE

18.

Disclosure of saiaries and benefits for elected municipat officials, the chief administrative officer and
designated officers as required by Alberta Regulation 313/2000 is as follows:

Benefits 2016 2015

Salary(1) Allowances(2&3)  Total Total
K. Knox, Mayor $ 15,261 §$ 671 % 15,932 § 15,806
D. Gregory, Councillor 10,173 313 10,486 10,534
M. Dennehy, Councillor 7,458 - 7,458 10,653
K. Heinrich, Councillor 9,420 - 9,420 9,420
A. Schultz, Councilior 10,173 15 10,188 9,420
J. Rehman, Councillor 10,173 1,352 11,525 12,842
T'. Schneider, Councitlor 9,850 338 10,188 10,596
Designated Officer, Administrator (4) ' 71,723

Designated Officer, Administrator (4) $ 109,841 % 18,726 $ 128,567 % 60,830

(1) Salary includes regular base pay, bonuses, overtime, [ump sum payments, gross honoraria and any other
direct cash remuneration.

(2) Employer's share of all employee benefits and contributions or payments made on behalf of employees
including pension, health care, dental coverage, vision coverage, group life insurance, accidental
disability and dismemberment insurance, long and short term disability plans, professional memberships
and tuition,

(3) Benefits and allowances figures also include the Employer's share of the costs of additional taxable
benefits including special leave with pay, financial planning services, retirement planning services,
concessionary loans, travel allowances, car allowances and c¢lub memberships.

(4) The previous administrator retired August 31, 2015 and a new one was hired July 13, 2015.

LOCAL AUTHORITIES PENSION PLAN

Employees of the Town of Provost participate in the Local Authorities Pension Plan (LAPP), which is one of
the plans covered by the Public Sector Pension Plans Act. The Plan covers approximately 244,621
employees of approximately 426 employers, It is financed by employer and employee contributions and
investment earnings of the LAPP Fund.

Contribution for current service are recorded as expenditures in the year in which they become due. The
Town of Provost is required to make current service contributions to the Plan of 11.39% of pensionable
payroll up to the Canada Pension Plan year’s maximum pensionable earnings and 15.84% for the excess,
Employees of the Town of Provost are required to make current service contributions of 10.39% of
pensionable salary up to the year's maximum pensionable salary and 14.84% on pensionable salary above this
amount.
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18.

19.

20,

21,

TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS
FOR THE. YEAR ENDED DECEMBER 31, 2016
LOCAL AUTHORITIES PENSION PLAN - Continued

Total current and past service contributions by the Town of Provost to the Local Authorities Pension Plan in
2016 were $87,961 (2015 - $84,273). Total current and past service contributions by the employees of the
Town of Provost to the Local Autharities Pension Plan in 2016 were $80,679 (2015 - $77,222).

At December 31, 2015, the Plan disclosed an actuarial deficiency of $923 million.

CONTINGENCIES

The Town of Provost is a member of the M.D. 52 Waste Management Authority. The municipality may be
liable for future site reclamation costs if these costs prove to be in excess of the Authority’s reserves.

The Town of Provost is a member of the Alberta Municipal Insurance Exchange (MUNIX). Under the terms
of membership, the Town of Provost could become liable for its proportionate share of any claim losses in
excess of the funds held by the exchange. Any liability incurred would be accounted for as a current
fransaction in the year the losses are determined.

RELATED PARTY TRANSACTIONS

During the year the town paid $22,436 (2015 - $20,667) to businesses owned by councillors for materials,
goods and supplies. These transactions are recorded at exchange amount which is the amount agreed to by
the related parties,

FINANCIAL INSTRUMENTS

The town is exposed to various risks through its financial instruments. The following analysis provides a
measure of the Town’s risk exposure and concentrations at the balance sheet date.

Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market risk comprises three types of risk: currency risk, interest rate risk and
other price risk. It is management’s opinion that the Town is not exposed to significant currency or other
price risk.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The fixed rate debentures are subject to interest rate price risk, as the value will fluctuate as a result of
changes in market rates. The bank loan is subject to interest rate cash flow risk, as the required cash flows to
service the debt will fluctuate as a result of changes in market rates.
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TOWN OF PROVOST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

21, FINANCIAL INSTRUMENTS - Continued
Credit Risk

Credit risk if the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.

The town is subject to credit risk with respect to taxes and grants in place of taxes receivables, receivables
from other governments and trade and other receivables. Credit risk arises from the possibility that taxpayers
and entities to which the Town provides services may experience financial difficulty and be unable to fulfill
their obligations. The large number and diversity of taxpayers and customers minimizes the credit risk. The
carrying value of accounts receivable reflects management’s assessment of credit risk,

22, COMMITMENTS

The town is the named tenant for the office space occupied by the Provost and District FCSS. FCSS pays the
annual rent of $8,796 on a monthly basis. The lease will expire October 2018,

The town has committed to funding 25% of construction costs for a new medical center to a maximum of $1
million to be built jointly with the MD of Provost.

23. PROPERTY AND EQUIPMENT DISPOSED OF BY SALE
The town sold equipment as part of its normal replacement policy for tangible capital assets. The resulting
gains and losses have been aggregated and recorded on the Statement of Operations.

24. PROPERTY AND EQUIPMENT DISPOSED OF BY OTHER THAN SALE
The town traded equipment on different equipment of similar type as part of its normal replacement policy
for property and equipment. The resulting gains and losses have been aggregated and recorded in total on the
Statement of Operations.

25. BUDGET AMOUNTS
Budget figures for the year ended December 31, 2016 were approved by council on May 16, 2016 and are for
information purposes, These amounts have not been audited.

26. APPROVAL OF FINANCIAL STATEMENTS

Council and Management have approved these financial statements,
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