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Independent Auditors’ Report

To the Mayor and Council of The Corporation of the District of Summerland:

We have audited the accompanying consolidated financial statements of The Corporation of the District of
Summerland, which comprise the consolidated statement of financial position as at December 31, 2014, and the
consolidated statements of operations and accumulated surplus, changes in net debt and cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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 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 consolidated 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain 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 material misstatement of the consolidated 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 consolidated 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 consolidated 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 consolidated financial statements present fairly, in all material respects, the financial position of
The Corporation of the District of Summerland as at December 31, 2014 and the results of its operations, changes
in net debt and cash flows for the year then ended in accordance with Canadian public sector accounting
standards.

Other Matters

The consolidated financial statements of The Corporation of the District of Summerland for the year ended
December 31, 2013, were audited by another auditor who expressed an unmodified opinion on those statements
on June 23, 2014.

Kelowna, British Columbia

May 11, 2015 Chartered Accountants
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The accompanying notes are an integral part of these consolidated financial statements.
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The accompanying notes are an integral part of these consolidated financial statements.
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The accompanying notes are an integral part of these consolidated financial statements.
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The Corporation of the District of Summerland (the "District") was incorporated under the laws of the

Province of British Columbia. Its principal activities include the provision of local government services

to residents of the incorporated area. These include general government, fire protection, planning and

development, parks and cultural services, utilities, and fiscal services.

1. Significant accounting policies

The consolidated financial statements of the District are prepared by management in accordance

with Canadian public sector accounting standards as recommended by the Public Sector Accounting

Board ("PSAB") of CPA Canada. Significant accounting policies adopted by the District are as

follows:

(a) Basis of consolidation:

(i) Consolidated entities

The consolidated financial statements reflect the assets, liabilities, revenues and expenses

of the reporting entity. The reporting entity is comprised of all the funds of the District,

segregated into General, Protective, Transportation, Environmental, Health, Planning &

Development, Parks & Recreation, Water Utility, Sewer Utility and Electrical Utility funds,

and those of any local boards which are owned or controlled by the District and that are

accountable for the administration of their financial affairs and resources to the District.

Interdepartmental and inter-organizational transactions and balances between these funds

have been eliminated during consolidation.

(i i) Accounting for other government organizations and School Board transactions

The taxation, other revenues, expenses, assets and liabilities with respect to the operations

of the other government entities and the School Boards with which the District interacts are

not reflected in these consolidated financial statements. Funds collected by the District on

behalf of these other entities and transmitted to them are summarized in Note 14. Funds

received by the District as transfers from other government entities are summarized in Note

15.

(b) 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

the creation of a legal obligation to pay.
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1. Significant accounting policies (continued)

(c) Revenue recognition:

Taxation revenues are recorded on an accrual basis and recognized as revenue in the year

they are levied. Charges for electric, sewer and water usage are recorded as user fees when

the service or product is provided. Connection fee revenues are recognized when the

connection has been established. Sales of service and other revenue is recognized when the

service or product is provided.

The District recognizes a government transfer as revenue when the transfer is authorized and

all eligibility criteria, if any, have been met. A government transfer with stipulations giving rise

to an obligation that meets the definition of a liability is recognized as a liability. In such

circumstances, the District recognizes revenue as the liability is settled.

Non-government conditional grant revenue is recognized to the extent the conditions imposed

on it have been fulfilled. Unconditional grant revenue is recognized when monies are

receivable. Grants for the acquisition of tangible capital assets are recognized in the period in

which eligible expenditures are made.

(d) Expenditures

Expenditures are recognized as they are incurred and measurable based upon the receipt of

goods or services and/or the creation of a legal obligation to pay.

(e) Deferred revenue:

Funds received for specific purposes which are externally restricted by legislation, regulation or

agreement and are not available for general municipal purposes are accounted for as deferred

revenue on the consolidated statement of financial position. The revenue is recognized in the

consolidated statement of operations in the year in which it is used for the specified purpose.

( f ) Investment income:

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 forms part of the deferred revenue balance.

(g) Reserves:

Non-statutory reserves represent an appropriation of surplus for specific purposes. Statutory

reserves are restricted by the Community Charter and the associated municipal bylaws that

established the reserves
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1. Significant accounting policies (continued)

(h) Cash and cash equivalents:

Cash and cash equivalents include cash and highly liquid investments with a term to maturity of

90 days or less at acquisition and readily convertible to cash.

( i ) Accounts receivable

Accounts are net of an allowance for doubtful accounts and therefore represent the amounts

expected to be collected.

( j ) Portfolio investments

Portfolio investments are recorded at cost. When, in the opinion of management, there is a

decline in the market value, which is other than temporary in nature, investments are written

down to the market value.

(k ) Inventory

Inventory is valued at the lower of cost and net realizable value. Cost is determined principally

on a weighted average and specific item basis, or replacement cost.

( l ) Work in progress

Work in progress represents capital projects under construction but not yet completed and are

valued at cost.

(m) Land available for resale

Land acquired for future resale and the costs incurred to improve the condition of the property

are recorded at the lower of cost and net realizable value.

(n) Long-term debt:

Long-term debt is recorded net of related sinking fund balances.

(o) Non-financial 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 operations.
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1. Significant accounting policies (continued)

(i) Tangible capital assets

Tangible capital assets are recorded at cost which includes amounts that are directly

attributable to acquisition, construction, development or betterment of the asset. The cost, less

residual value, of the tangible capital assets, excluding land and landfill sites, are amortized on

a straight line basis over their estimated useful lives as follows:

Asset Useful life - years

Buildings and building improvements 20-50
Roads and sidewalks 20-50
Machinery and equipment 5-15
Water utility 10-80
Sewer utility 10-50
Electric utility 10-50

Annual 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.

(ii) Contributions of tangible capital assets

Tangible capital assets received as contributions are recorded at their fair value at the date of

receipt and also are recorded as revenue.

(iii) Natural resources

Natural resources that have not been purchased are not recognized as assets in the financial

statements.

(iv) Works of art and cultural and historic assets

Works of art and cultural and historic assets are not recorded as assets in these financial

statements.

(v) Interest capitalization

The District does not capitalize interest costs associated with the acquisition or construction of

a tangible capital asset.

(vi) Leased tangible capital assets

Leases, which transfer substantially all of the benefits and risks incidental to ownership of

property are accounted for as leased tangible capital assets. All other leases are accounted for

as operating leases and the related payments are charged to expenses as incurred.
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1. Significant accounting policies (continued)

(p) Use of estimates:

The preparation of financial statements requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities, and disclosure of

contingent assets and liabilities at the date of the financial statements, and the reported

amounts of revenues and expenses during the period. Significant estimates include

assumptions used in estimating provisions for accrued liabilities, and valuation of accounts

receivable.

Significant estimates include assumptions used in estimating provisions for accrued liabilities,
estimated useful lives of tangible capital assets and valuation of accounts receivable.

(q) Recent accounting pronouncements:

In June 2010, the Public Sector Accounting Board issued PS 3260 Liability for

Contaminated Sites to establish recognition, measurement and disclosure standards for

liabilities associated with the remediation of contaminated sites. The new section defines

activities included in a liability for remediation, establishes when to recognize and how to

measure a liability for remediation, and provides the related financial statement

presentation and disclosure requirements. PS 3260 is effective for fiscal years beginning

on or after April 1, 2014. The District has not yet determined the effect of the new section

on its financial statements.
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2. Accounts receivable

3. Portfolio investments

The income from portfolio investments for the year was $123,247 (2013 - $174,220). The market

value of the District’s portfolio investments was $5,871,936 (2013 - $1,838,904).

4. Municipal Finance Authority debt reserve

The District issues its debt instruments through the Municipal Finance Authority. As a condition of
these borrowings, a portion of the debenture proceeds are withheld by the Municipal Finance
Authority as a debt reserve fund. The District also executes demand notes in connection with each
debenture whereby the District may be required to loan certain amounts to the Municipal Finance
Authority. These demand notes are contingent in nature and are not reflected in the accounts. The
details of the cash deposits and demand notes at the end of the year are as follows:
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5. Accounts payable and accrued liabilities

6. Landfill closure and post closure costs

In accordance with PS 3270, liabilities with respect to permanently closing and monitoring a landfill

are incurred as landfill capacity is used. Landfill closure costs include placing a permanent cover

over the face of the landfill. Post closure costs include landfill gas monitoring, leachate collection

system operation and general site maintenance for a period of 25 years after the landfill is closed.

Landfill closure costs are estimated based on the unused capacity of the landfill site. In a report

dated March 19, 2014, TRUE Consulting has projected the remaining life of the 950,000 m3 of

airspace in the landfill to be 52 years, closing in the year 2067. Landfill closure costs are estimated at

$180,509 (2013 — $141,932). As at December 31, 2014, the landfill closure costs are fully funded

whereas the 2013 balance was unfunded.

Post closure costs are estimated to manage the closed landfill for a period of 25 years, the statutory

period required by the Province, using a number of factors including the unused capacity of the

landfill, the probable closure date, the annual maintenance costs and the present value discount

rate. The discount rate is the difference between the long-term Municipal Financing Authority

borrowing rate and the current Consumer Price Index. The estimate of the annual costs is $150,000.

Total post closure costs are estimated to be $99,658 for 2014 (2013 - $75,075) based on 10.6% of

the landfill capacity used to this date and a 52 year lifespan to 2067 and a discount rate of 2.17%.

Post closure costs are expected to be funded by annual budget appropriations in the years in which

they are incurred.
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7. Deferred revenue

Gas tax revenue is provided by the Government of Canada. The use of the funding is established by

a funding agreement between the District and the Province of British Columbia. Gas tax funding may

be used towards designated community energy, water, wastewater, solid waste and capacity

building projects as specified in the funding agreements. The city collects development cost charges

to pay for a proportionate share of infrastructure related to new growth. When the related costs are

incurred, the development cost charges are recognized as revenue.

8. Deposits
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9. Long-term debt

Long-term debt reported on the consolidated statement of financial position is made up of the

following:

Future payments on net outstanding debt for the next five years and thereafter are as follows:
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10. Obligations under capital leases
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12. Accumulated surplus

The District segregates its accumulated surplus in the following categories:

The investment in tangible capital assets represents amounts already spent and invested in

infrastructure and other non-financial assets.

Reserve funds represent funds set aside by bylaw or council resolution for specific purposes.

13. Statutory reserve funds
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14. Taxation - net

Taxation revenue, reported on the consolidated statement of operations, is made up of the following:
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15. Government transfers

The government transfers reported on the consolidated statement of operations are:
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16. Contingent liabilities and commitments

(a) The District is responsible, as a member of the Regional District of the Okanagan-Similkameen, for

its proportion of any operating deficits or long-term debt related to functions in which it participates.

(b) 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 based on a formula. The Plan has about 179,000 active members and approximately

71,000 retired members. Active members include approximately 87 contributors from the

Corporation of the District of Summerland.

The most recent actuarial valuation as at December 31, 2012 indicated a $1.37 billion funding

deficit for basic pension benefits. The next valuation will be as at December 31, 2015 with results

available in 2016. Employers participating in the Plan record their pension expense as the amount

of employer contributions made during the fiscal year (defined contribution pension plan

accounting). This is because the Plan records accrued liabilities and accrued assets for the Plan in

aggregate with the result that there is no consistent and reliable basis for allocating the obligation,

assets and cost to the individual employers participating in the Plan. The Corporation of the District

of Summerland paid $468,891 (2013 - $481,945) for employer contributions while employees

contributed $401,459 (2013 - $407,799) to the Plan in fiscal 2014.

(c) A claim has been filed against the District in relation to claims for loss and compensation arising

from a highway widening project undertaken by the District. The District and its lawyers have

reviewed the claim and believe that the District did not trespass on the Property and the Plaintiffs

have been fully compensated. At the date of the financial statements, neither the outcome nor the

potential settlement can be foreseen at this time. No provision has been made in the financial

statements.

17. Funds held in trust

At the year end, the District held $978,649 (2013 - $969,498) in trust. These funds are not
included in these consolidated financial statements. Certain assets have been conveyed or
assigned to the District to be administered as directed by agreement or statute. The District holds
the assets for the benefit of and stand in fiduciary relationship to the beneficiaries. The following
trust funds and assets are excluded from the District's consolidated financial statements:
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18. Expenditures by object

19. Annual Budget

20. Comparative figures

Certain comparative figures have been reclassified to conform to the financial statement

presentation adopted for the current year.
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21. Segmented Information

The Corporation of the District of Summerland is a municipal government which provides a wide range
of services to the citizens and businesses for Summerland. The District is governed by an elected
Council compromised of a Mayor and six Councilors whose authority is set in the Community Charter
and Local Government Act. The District's operations and activities are organized and reported by
Funds and departments. The General Fund reports on operations, funded primarily by property
taxes, which include services provided by the District such as general government services,
protective services, transportation services environmental services, health services planning and
developmental services, parks and recreation services. The utility operations are comprised of the
water, sewer and electrical systems, and each accounting for its own operations and programs
within their own funds. Operating results of the following segments are reported as follows:

General government services are comprised of a number of functions including Corporate
Services and Finance which involves staff working closely with Council and community partners to
coordinate the delivery of a wide range of functions and services. Corporate Services is
responsible for Administration, Information Technology, Human Resources and Legislative
Service functions. Finance is responsible for the collection of tax revenues, utility billing and all
treasury and accounting functions. Revenues associated with this segment include all those
amounts that cannot be directly attributed to other segments including taxation, grants in lieu, and
interest revenue.

Protective services include police services under contract with the Royal Canadian Mounted
Police, bylaw enforcement and animal control under contract to a third party, emergency
measures services, and building inspection. Fire protection is provided by a composite department
responsible for fire suppression, fire inspections and public education training.

Transportation services include equipment and civic building maintenance, occupational health
and safety, and the maintenance of roads, signs, sidewalks, street lighting and storm drains. This
segment is also responsible for the planning and implementation of the capital works program for
all infrastructure as well as climate action program reporting.

Environmental services include garbage collection and recycling.

Health services include the operations related to cemetery functions.

Planning and Development services include all planning and building related process, long
range and current planning, land use applications and economic development functions.

Parks and Recreation services include providing and coordinating leisure and recreational
services, and maintaining recreational facilities, parks and trails.

Water services include the operating activities that relate to the treatment, distribution and
maintenance of the water system including the Thirsk dam and water treatment plant.

Sewer services include the operating activities that relate to the collection and treatment of
wastewater, maintenance of the related equipment including the wastewater treatment plant.

Electrical services include the operating activities that relate to power distribution and
maintenance of the electrical system and related equipment.
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