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INDEPENDENT AUDITOR'S REPORT

To the Members of Council
TOWN OF FALHER

Report on the Congolidated Financial Statements

We have audited the accompanying consolidated financial statements of TOWN OF FALHER , which
comprise the statement of finanecial position as at December 231, 2012, and the statements of
operations, change in net financial assets (debt) and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for tha Consolidated Pinancial 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 preparaticen of consclidated financial statements
that are free from material misstatement, whether due to fraud or arror.

Auditor's respongibility

Our responsibility is to express an opinion on these financial statements based on our andit. 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 o obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgement, including
the assessment of the risks of material misstatement of the fipancial 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 reascnableness 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 g
basis for our audit opinion.

Qpinion

In cur opinien, the consolidated financial statements present fairly, in all material respects, the
financial position of the TOWN OF FALHER as at December 31, 2012 and the results of its operations,

change in its net financial assets (debt) and its cash flows for the year then ended in accordance
with Canadian public sector accounting standards.

Falher, Alberta ;fég;ﬁéz{&hu;u) ::Z;;)Oﬂxﬁvh
p

April 15, 2013 CERTIFIED GENERAL ACCOUNTANTS

*DENOTES CERTIFIED GENERAL ACCOUNTANT WHOSE PROPESSIONAL CORPORATION IS A MEMBER OF THE PARTNERSHIP
SYLVAIN & DORAN2



TOWN OF FALHER

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2012

2012 2011
Restated
FINANCIAL ASSETS 3 $
Cash and temporary investments (Note 2) 2,527,334 1,821,424
Receivables
Taxes and grants in place of taxes (Note 3) 14¢,239 140, 766
From other governments 26,169 34,824
Trade and other (Note 17) 145,778 146,311
Land held for resale inventory = =
Investments {Note 4} 746,782 1,250,576
Debt charge recoverable (Note 5 ) 116, 921 130,063
3,709,223 3,523,964
LIABILITIES
Accounts payable and accrued liabilities (Note 17 150,207 222,635
Deposit liabilities 48,6844 46, 334
Peferred revenue (Note &} 334,760 265, 924
Employee benefit obligations (Note 7) 49,558 41,822
Long-term debt (Note 8) 549,669 586, 804
1,133,038 1,193,519
NET FINANCIAL ASSETS (DEBT) 2,576,185 2,330,445

NON-FINANCIAL ASSETS

Tangible capital assets (Note 10) 9,931,851 10,095,153
Inventory for consumption £,915 2,944
Prepaid expenses 5,443 3,435

9,943,209 10,101,532

ACCUMULATED SURPLUS (Schedule 1 and Note 12) 12,519,394 12,431,977

Commitments and contingencies - See Notes 15 and 16

See accompanying schedules and notes to the financial statements.
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TOWN OF FALHER

CONSOLIDATED STATEMENT OF OPERATIONS
For the Year Ended Decembar 31, 2012

Budget 2012 2011
[Unaudited) Restated
REVENUE $ $ $
Net municipal taxes (Schedule 3) 1,019,589 1,018,444 1,015,416
User fees and sales of goods 845, 460 963, 860 859, 948
Government transfers for operating (Schedule 4} 379,225 325,566 444,135
Penalties and costs on taxes 10,000 11,135 10,579
Franchise and concession contracts 80,000 88,906 93,187
Investment income 35,000 44,609 58, 408
Licenses and permits 3,350 4,760 3, 965
Rentals 141,550 145,305 142,672
Drawn from allowances = - -
Gain on disposal of tangible capital assets = 1,400 -
Other revenues 80, 357 99,3¢9 100,738
Total Ravehue 2,604,531 2,712,434 2,725,048
EXPENSES
Council and other legislative 53,115 44,748 60, 305
General administration 386,020 352,539 333,432
Fire fighting and protective services 69,800 60,954 62,19z
By-law enforcement 900 6 120
Common services 193,478 206,757 185,473
Roads, streets, walks, lighting 398, 354 376,433 350, 997
Airport 18,420 18,421 15,190
Storm sewers and drainage 34,430 18,585 15,547
Water supply and distribution 339,517 590,055 525,769
Wastewater treatment and disposal 125,544 122,756 153,815
Waste management 896,231 86,601 76,569
Family and community support services 210,359 212,765 238, 928
Physician recruitment 9,037 9,282 7,915
Cemetery 11,930 7,194 3,429
Land use planning, zoning and davelopmant = = =
Eccnomic development and community services 69,408 61, 985 67,293
Subdivision land and development 500 250 11,4%6
Parks and recreation 841,732 641, 8856 566,187
Culture: library 23,003 21, 969 86,753
Total Expensas 2,882,778 2,851,247 2,761,551
EXCESS {SHORTFALL) OF REVENUE OVER
EXPENSES - BEFORE OTHER {278,247} {138,813} {36,503)
OTHER
Contributed assets - - =
Transfer to other local government for capital - - o
Crganization transfers for capital = - -
Government transfers for capital (Schedule 4) 325,000 226,230 567,950
EXCES8S (SHORTFALL) OF REVENUE OVER EXDENSES 46,753 87,417 531,447
ACCUMULATED SURPLUS, BEGINNING OF YEAR 12,431,977 12,431,977 11,900,530
ACCUMULATED SURPLUS, END OF YEAR 12,478,730 12,519,394 12,431,977

See accompanying schedules and notes to the financial statements.
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TOWN OF FALHER

CONSOLIDATED STATEMENT OF CHANGES
For the Year Ended Decembar 31, 2012

IN NET FINANCIAL ASSETS (DEBT)

Budget 2012 2011
{Unaudited) Restated

§ = $
EXCESS (SHORTFALL) OF REVENUES OVER EXPENSES 46,753 87,417 531,447
Acquisition of tangible capital assets {(402,250) {269, 734) (623,477
Contributed tangible capital assets = - -
Proceeds on disposal of tangible capital assets - {16,839) -
Amortization of tangible capital assets 394,394 398,338 394,394
{Gain) loss on sale of tangible capital assets 10,000 51,537 27,390
2,144 163,302 {201,6%93)
Acquisition of supplies inventories {65, 350) {(71,153) {57,709)
Acquisition of prepaid assets (40,355) (46,778} {34,398
Use of supplies inventories 65, 350 68,222 57,709
Use of prepaid assets 40,355 44,770 35,123
- (4,975} 725
INCREASE (DECRERSE) IN NET ASSETS 48, 897 245,740 330,479
NET FINANCIAL ASSETS (DEBT), BEGINNING OF YEAR 2,330,445 2,330,445 1,999,966
NET FINANCIAIL, ASSETS (DEBT) , END OF YEAR 2,379,342 2,576,185 2,330,445

See accompanying schedules and notes to the financial statements.
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TOWN OF FALHER

CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended Decembar 31, 2012

2012 2011
Reatated
3 $
NET INFLOW (OUTFLOW) OF CASH RELATED TO THE FOLLOWING ACTIVITIES:
CPERATING
Excess ({(shortfall) of revenues over expenses 87,417 531, 447
Non-cash items included in excess (shortfall) of revenues over expensas:
Amortlization of tangible capital assers 398,338 394, 394
Gain (loss} on disposal of tangible capital assets 51,537 27,390
Tangible capital assets received as contributions - -
Non-cash charges to operations (net change):
Decrease {(increase} in taxes and grants in lieu receivable {5,473) (10,1339)
Decrease (increase) in from othar goverrmment receivables 8,655 (23,519}
Decrease (lncrease) in trade and other receivables 533 19,554
Decrease {increase) in land held for resale - -
Decrease (increase} in inventory of materials and supplies {2,971) -
Decrease (increase) in prepaid expenses {2,008) 725
Increase (decrease) in accounts payable and accrued liabilities (72,420} 111,447
Increase (decrease) in deposit liabilities 2,510 1,455
Increase (decrease) in deferred revenue 38,836 {435,232}
Incredse (decrease) in employee benefit obligations 7,736 3,472
Cash provided by operating transactions 512,682 600, 995
CAPITAL
Acquisition of tangibkble capital assets (269,734) (623,477)
Sale of tangible capital assets {16,839} =
Cash provided by {applied to) capital transactions (286,573) (623,477
INVESTING
Decrease (increase) in restricted cash or cash equivalents 209 450,291
Decrease (increase) in investments 503,794 211,541
Cash provided by {applied to) investing transactions 504,003 661,832
FINANCING
Debt charges recoverable 13,142 12,397
Long—term debt issusd - -
Long-term debt repald {37,135) {35,302}
Cash provided by {applied to) financing transactions {23,993) {22,905)
CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR 706,119 616,445
CASH AND CASH EQUIVALENTS (SHORTAGE), BEGINNING OF YEAR 1,526,603 510,158
CASH AND CASH EQUIVALENTS (SHORTAGE}, END OF YEAR 2,232,722 1,526,603
Cash and cash equivalents is made up of:
Cash and temporary investments {Note 2} 2,527,334 1,821,424
Less: restricted portion of cash and temporary investments (Note 2) {294,612) {294,821
2,232,722 1,526,603

See accompanying schedules and notes to the financial statements.
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TOWN OF FALHER Schedule 3
SCHEDULE QF PROPERTY AND OTHER TAXES
For the Year Endaed Decsmber 31, 2012
Budget 2012 2011
(Unaudited)
5 $ S
TAXATION
Real property taxes 1,128,203 1,127,058 1,107,587
Linear property taxes 44,815 44,815 44,495
Government grants in place of property taxes 56,766 BE, 766 56,377
Special assessments and local improvement taxes 3,836 3,836 3,836
1,233,620 1,232,475 1,212,295
REQUISITIONS
Alparta Schocol Foundation Fund 202,152 202,182 185,056
Heart River Seniors Foundation 11,879 11,87% 11,823
214,031 214,031 156,879
NET MUNICIPAL TAXES 1,019,589 1,018,444 1,015, 416

See accompanying schedules and notes to the financial statements.
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TOWN OF FALHER Schedule 4

SCHEDULE OF GOVERNMENT TRANSFERS
For the ¥Year Ended December 31, 2012

Budget 2012 2011
(Unaudited)
$ $ ]
TRANSFERS FOR QOPERATING

Federal Government 4,600 4,427 4,088
Provincial Govermment - conditional 316,331 276,352 390,495

- unconditional = = -

Local Government 88,294 44,787 45,552
379,225 325,566 440,135

TRANSFERS FOR CAPITAL
Federal Government - - _
Frovincial Government 325,000 226,230 567,350
Local Government - - -

325,000 226,230 567,950

TOTAL GOVERNMENT TRANSFERS 704,225 551,796 1,008,085

See accompanying schedules and notes to the financial statements.
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TOWN OF FALHER Schedule 5

SCHEDULE OF CONSOLIDATED EXPENSES BY OBJECT
For the Year Ended December 31, 2012

Budget 2012 2011
{Unaudited) Restated
$ ] $
CONSOLIDATED EXPENSES BY OBJECT

Salaries, wages and benefits 771,880 737,851 T14,748
Contracted and general services 757,580 642,190 551,971
Materials, goods and utilities {(Note 17) 752,550 825,866 816,421
Provision for allowance = = -
Transfer to other governments 46,000 45,9593 15,079
Transfers to local boards and agencies 36,920 36,477 31,582
Transfers to individuals and organizations 45,2868 51,460 117,708
Bank charges and short-term interest 200 28 160
Interest on long-term debt (Note §) 29,2686 28,609 30,464
Amortization of tangible capital assets 394,394 398,338 394,394
Loss on disposal of tangible capital assets 10,000 52,937 27,390
Other axpenditures 38,700 31,498 31,637

2,882,779 2,851,247 2,761,551

See accompanying schedules and notes to the financial statements.
SYLVAIN & DORAN 11
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

a)

b)

c)

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of the TOWN OF FALHER are the representations of
management prepared in accordance with generally accepted accounting principles for lacal
governments established by the Publie Sector Accounting Board of the Canadian Institute of
Chartered Accountants. Significant aspects of the accounting policies adopted by the town
are as follows:

Reporting Entity

The consolidated financial statements reflect the assets, liabilities, revenues and
expenditures, changes in fund balances and change in financial position of the reporting
entity. This entity is comprised of the municipal operations plus all of the organizations
that are owned or controlled by the town and are, therefore, accountables to the town
Council for the administration of their financial affairs and resources., Included with the
monicipality are the follewing:

Smoky River F.C.S5.5.
smoky River Regional Committee

The schedule of taxes levied alsc includes requisitions for education, health, social and
othar external organizations that are not patrt of the municipal reporting entity,

The statements exclude trust assets that are administered for the benefit of external
parties. Interdepartmental and organizational transactions and balances are eliminated.

Basis of Accounting

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

Funds from external parties and earnings thereon restricted by agreement or legislation are
accounted for as deferred revenue until used for the purpese specified.

Government transfers, contributions and other amcunts are received from third parties
pursuant 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. 1In
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 Ffinancial Statements, and the reported amounts of revenue
and expenditure during the peried, Where measurement uncertainty exists, the financial
statements have been prepared within reascnable limits of materiality. Actual results
could differ from those estimates.

SYLVAIN & DORAN 13



TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended Decembar 31, 2012

d)

a)

£)

q)

h)

SIGNIFICANT ACCOUNTING POLICIES - CON'T

Invastments

Investments are recorded at amortized cost. Investment premiums and discounts are
amortized on the net present value basis over the term of the respective investments, When
there has been a less in value that is other than a temporary decline, the respective
investment is written down to recognize the loss,

Debt Charges Recoverable

Debt charges recoverable consist of amounts that are recoverable from municipal agencies or
other local governments with respect to outstanding debentures or other long-term debt
pursuant to annexation orders or joint capital undertakings. These recoveries are recorded
at a wvalue that equals the offsetting portion of the un-matured long-term debt, less
actuarial requirements for the retirement of any sinking fund debentures.

Requisition Over-lavy and Under-levy

Over-levies and under-levies arise from the difference between the actual property tax lewvy
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. Where the actual levy is less than the requisitien
amount, the under-levy is accrued as a receivable and as & PIOopeErty tax revenue,

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

Inventories for Resale

Land held for resale is recorded at the lower of cost or net realizable wvalue. Cost
includes costs for land acquisition and improvements required to prepare the land for
servicing such as clearing, stripping and levelling charges, Related development costs
incurred to provide infrastructure such as water and wastewater services, roads, sidewalks
and street lighting are recorded as Physical assets under their respective function.

Prepaid Local Improvement Charges

Construction and borrowing costs associated with local improvement projects are recovered
threugh annual special assessments during the period of the related borrowings, These
levies are collectible from property owners for work performed by the municipality.

Where a taxpayer has elected to prepay the outstanding local improvement charges, such
amounts are recorded as deferred revenue. Deferred revenue is amgrtized to revenue on a
straight line basis over the remaining term of the relatead borrowings.

In the event that the prepaid amcunts are applied against the related borrowings, the
deferred revenue is amortized to revenue by an amount equal to the debt repayment,

SYLVAIN & DORAN 14



TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

i)

3}

SIGNIFICANT ACCOUNTING POLICIES - CON'T

Goverrment Transfers

Government transfers are the transfar of assets from senior levels of government that are
not the result of an exchange transaction, are not expected to ba repaid in the future, or
the result of a direct financial return.

Government transfers are recognized in the financial statements as revenue 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
determined.

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 normal course of operations. The change in non-
financial assets during the year, together with the excess of revenues over expenses,
provides the consolidated 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 assets is amortized on a straight-line
basis over the estimated useful life as follows:

YEARS
Land improvements 15-25
Buildings 25=-50
Engineered structures
Water system 45-75
Wastewater system 45-75
Other engineered structures 20-40
Machinery and equipment 10-30
Vehicles 10

Annual amortization is charged in the year of acquisition and no amortization is charged in
the year of disposal. Assets under constructicn 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, Leases

Leases are classified asg capital or operating leases. Leases which transfer substantially
all of the benefits and risks incidental to ownership of property are accounted for as
capital leases. All other leases are accounted for as cperating leases and the related
lease payments are charged to expenses as incurred,.

iv. Inventories
Inventories held for consumption are recorded at the lower of cost and replacement cost.
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

CASH AND TEMPORARY INVESTMENTS

2012 2011
3 $
Cash 110 110
Current bank accounts 211,454 174,098
Savings - public recreation resserve = 1,774
Savings - other 13 203
Temporaty investments - term deposits 2,315,757 1,645,239

2,527,334 1,821,424

Temporary investments are short-term deposits which mature or can be redeemed within three
months or less after December 31,

Included in temporary investments is a restricted amount of $294,612 (2011: $293,047)
received from the provincial and federal government and held exclusively for specific
projects. Interest earned of $0 (2011: $0) on unspent provincial funds is alsec restricted
as per funding agreements and must be spent on the related specific projects.

The recreation land reserve of $1,792 (2011: $1,774) is externally restricted,

TAXES AND GRANTS IN PLACE OF TAXES RECEIVABLES

2012 2011
$ $
Current taxes and grants in place of taxes 24,201 26,118
Arrears taxes 160, 937 153,547
185,138 179, 665
Less: Allowance for doubtful accounts 38,899 38,899
146,239 140,766
INVESTMENTS
Cosat Market Caost Market
Value Value
S $ $ $
Short-term deposits (A.T.B.) - - 510,288 510,288
Short-term deposit (B.M.0O) 409,583 409,583 109, 583 400,583
Short-term deposit {Horizon C,U,)} 327,551 327,551 321,122 321,122
BMFC share 10 i¢ 10 10
Equity in A.A,M.D.&C. 291 291 291 291
Equity held in Caisse Horizon 6,594 &,8504 6,529 6,529
Equity held in Falher Co-op 2,753 2,753 2,753 2,753
746,782 746,782 1,250,576 1,250,576

Term deposits (B.M,0.} have a guaranteed minimum rate of return of 1.00% over a 2 year
Period and mature on June 10, 2012 and September 9, 2013.

Term deposit (Horizon Credit Union) has an effective interest rate of 1.4% and matures on
August 26, 2013.
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the ¥ear Ended December 31, 2012

5. DEBT CHARGES RECOVERABLE
2012 2011
$ $
Current debt charges recoverable 13,929 13,141
Non-current debt charges recoverable 102, 992 1ll¢,922
116, 921 130,063

As of January 1, 2007 the town has transferred all of it water supply and treatment plant
assets to the Smoky River Water Management Commission. The commission in turn agreed to
pay all remaining principal and interest (6.0%) payments on the water supply line and
treatment debenture which matures on July 15, 2019.

Principal Interest Total
2013 13,929 7,015 20,944
2014 14,765 6,180 20,945
2015 15,651 5,294 20, 945
2016 16,580 4,355 20,045
2017 17,586 3,359 20, 945
2018 to maturity 38,400 3,489 41,889
116,921 29,692 146,613

6. DEFERRED REVENUE
2012 2011
$ $
Provincial government transfers

Alberta Municipal Infrastructure - 119,143
Federal Gas Tax Fund 25,503 28,224
Municipal Sustainability Tnitiative 228,783 145,680
Basic Municipal Transportation 40,356 -
294,612 293,047
Interest earned on deferred government transfers - -
Prepaid property tax revenue 3,331 -
Frepaid business licenses 32,875 =
Prepaid rental 15,347 347
Restricted donations 17,898 2,530
Requisition over-levy - =
334,760 295,924

Provincial, federal and interest funding as per above $294,612 remains unspent at year-end.
The use of these funds is restricted to eligible projects as approved under the funding
agreements, Unexpended funds related to the advances are supported by temporary
investments of $2,315,757 held exclusively for these projects {refer Note 2) .
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended Decamber 31, 2012

74

EMPLOYEE BENEFIT OBLIGATIONS

2012 2011
3 $
Vacation and overtime 49,558 41,822

Vacation and overtine

The vacation and overtime liability is comprised of the vacation and overtime that
employees are deferring to future vyears. Employees have either earned the benefits {and
are vasted) or are entitled to these benefits within the next budgetary year.

LONG-TERM DEBT

2012 2011
- $
Bank loan 33,317 34,532
Debantures:

Supported by general tax levies 373,338 393,975

Supported by special levies 26,092 28,234

Supperted by debt charges recoverable 116, 922 130,063

Supported by utility rates - =

549, 669 086, 504

Current portion of long-term debt 39,075 37,140
Principal and interest repayments are as follows:

Principal Interest Total
3 $ $

2013 39,075 27,080 66,155

2014 41,112 25,043 66,155

2015 43,258 22,897 66,155

2016 45,517 20,638 66,155

2017 47,896 18,259 66,155

Thereafter 332,811 66, 620 399,431

549, 669 180,537 730,206

The bank loan represents the town's 16.5% share of the mortgage used to purchase a
residential property for physician recruitment. The town's share of the bank loan is
repayable in monthly instalments of $248 including principal and interest at 5.15% maturing
in Octecber 2029. The Alberta Treasury Branch mortgage is secured by residential property
located in the Town of McLennan.

Debenture debt is repayable to Alberta Capital Finance Authority and bears interest at
rates ranging from 4.569% to 6.0% per annum and matures in pericds 2019 to 2025, The
average annual interest rate is 4.94% for 2012 (4.85% for 2011). Debenture debt is issued
on the credit and security of the Town of Falher at larga,

Interest on long-term debt amounted to $28,600 {2011 - $30Q,464).

The town's total cash payments for interest in 2012 were $29,020 (2011 - 330,583}
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

9. 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 Town of Falher be disclosed as follows:

2012 2011
3 $
Total debt limit 4,068,651 4,087,872
Total debt 432,740 456,741
Amount of debt limit unused 3,635,903 3,630,831
Debt servicing limit 678,109 681,262
Debt servicing 45,211 45,210
Amount of debt servicing above limit 632,898 636,052

The debt limit is calculated at 1.5 times revenue of the municipality
Alberta Reqgulation 255/00)
revenus.
Municipal Affairs,

identify municipalities that could be at financial risk if further debt is acquired.

{as defined in
and the debt service limit is calculated at 0.25 times such
Incurring debt beyond these limitations requires approval by the Minister of
These thresholds are quidelines used by Blberta Municipal Affairs to

The

calculation taken alone does not represent the financial stability of the municipality.

Rather, the financial statements must be interpreted as a whole,

10. TANGIBLE CAPITAL ASSETS

2012 2011
Net Book Value Restated
8 $
Land 339,800 339,800
Land improvements Bl,325 61,494
Buildings 4,308,610 4,433,496
Engineered Structures
Roadway system 1,465,774 1,430,003
Storm sewer system 654,253 666,326
Water distribution system 1,670,723 1,654,449
Wastewater treatment system 1,212,150 1,278,550
Machinery and equipment 116,583 134,226
Vehicles 82,633 96, 809
9,931,851 10,095,153
11. EQUITY IN TANGIBLE CAPITAL ASSETS
2012 2011
Restated
$ $
Tangible capital assets (Schedule 1} 19,936,714 19,815,693
Accumulated amortization (Schedule 1) {10,004,0863) (9,720,540
Long-term debt (Note 9) {549, 669) {586,804)
Debt charges recoverable { Note &) 116,921 130,063
9,499,103 9,638,412
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

12,

ACCUMULATED SURPLUS

Accumulated surplus consist of restricted and unrestricted amount

capital assets as follows:

s and equity in tangible

2012 2011
Restated
s 3
Unrestricted surplus (deficit) 197,617 196,993
Restricted surplus
Council 15,500 7,800
Administration 101,000 96, 000
Fire services {(operaticns) €7,000 56, 000
Ambulance and first aid 64,2895 66,171
Reoads and streets 240,217 188,217
Ey-law enforcement 2,000 -
Wastewater operations 46,841 31,6929
Waste management 81,603 85,560
Water supply and distribution {cperations) 319,307 275,162
F.C.8.8, 56,489 57,681
Cematery 13,574 21,467
Planning, subdivision and development 27,000 23,000
Community services and physician recruitment 82,700 41,400
Recreation (facilities operaticns) 187,000 128,000
Library cperations 13,000 3,000
Contingency (mill rate stabilizatien} 636,282 693,862
Administration (capital) 25,731 20,731
Fire services {capital) 116,604 116,604
Common services (equipment replacement) 25,000 15,000
Roads and streets {capital projects) 162,450 147,490
Storm sewers and drainage (capital projects) 22,41 12,471
Water distribution {(capital} 225,426 215,426
Wastewater {(capital) 74,484 74,484
Waste management (capital) 71,609 71,6089
Recreation (capital)
- park equipment 34,089 28,889
- wading pool 21,800 40,000
- swimming pool 10,000 10,000
- recreation programs 55,000 55,000
- campground 7,378 2,376
- public land reserve 1,792 1,774
Library (capital) 15,000 140,000
Equity in tangible capital assets 9,499,103 9,638,412
12,519,354 12,431,977
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2012

13.

SALARY AND BENEFITS DISCLOSURE

Disclosure of salaries and benefits for manicipal officials, the chief administrative
cofficer and designated officers as required by Alberta Regulation 313/2000 is as follows:

Benefits & 2012 2011
Salary(l) Allowanceg{2) Total Total
Mayor:
TARDIF, Margaret 10,300 167 10,467 11,950
Councilleors:
BEAUDOIN, Guy 4,250 31 4,281 5,973
BUCHINSKI, Donna 7,400 93 7,493 10,829
CHAPADOS, David &= = - 750
DUBE, Philippe 4,600 19 4,619 3,875
LEFEBYRE, Ronald 750 = 750 4,352
FRIMEAU, Sandra 3,975 Bg& 4,063 1,834
TURCOTTE, Fernand 2,200 - 2,200 5,125
33,475 397 33,872 44,887
Chief Administrative Officer:
PARKER, Adels 71,800 13,142 B4,942 73,804
105,275 13,539 118,014 118,691

1) Salary includes regular base pay, bonuses, overtime, lump sum payments, retiring
allowances, gress honoraria and any other direct cash renumeration.

2) For mayor and councillors, benefits and allowances consists of travel and general non-
accountable expense allowdnces. For chief administrative officer, benefits and allowances
consgists of employer's share of Canada pension plan, employment insurance, registered
retirement savings plan contributions, health cdre, dental coverage, group life insurance,
accidental disability and dismemberment insurance and long and short-term disability plans
made on behalf of the employee.
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TOWN OF FALHER

NOTES TO THE FINANCIAL STATEMENTS
EE; the Year Ended December 31, 2012

14. GOVERNMENT PARTNERSHIP

A Co-Owners agrzement between the Village of Domnelly, Village of Girouxville,

Town of

Falher, Town of Mclennan and the Municipal District of Smoky River #130 was made the 2éth
day of August, 2009, The land title is registered in the trustee's name {Town of McLennan)
as specified in the declaration of trust. The co-~ocwners venture operates under the name of
Smoky River Regional Committee. The primary purpose of this agreement is to provide and
maintain a building in McLennan te rent a residential dwelling to doctors and their family.
This investment is accounted for by the proportionate consolidation method. The following

information was taken from the December 31, 2009 audited financial statement:

2012 2011

S $
Share of assets (16.5%}) 51,464 51,828
Share of liabilities (16.5%) {35,751} {35, 985)
15,713 15,843
Total revenues 25,200 21,200
Total expenditures {25,987) {21, 145}
(787) 54
Share of deficit for the year ended December 21 {16.5%) {1390) 9

15. CONTINGENCIES

The Town of Falher is a member of the Alberta Municipal Insurance Exchange (MUNIX). Under
the terms of the membership, the Town of Falher 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 transaction in the year the losses are

determined,

16. COMMITMENTS

The Town of Falher is committed to make gquarterly lease payments of $210 plus G.38,T, as per
a 2011 Weopost office equipment lease, The agreement will expire in November, 2016, Total

payments remaining including G6.3.T. as of December 31, 2012 equal 33,305,
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17.

18,

RELATED PARTY TRANSACTIONS

The Town of Falher is a member of the Smoky River Regional Water Management Commission and
the Smoky River Regicnal Waste Management Commission and, as such, these commissions have
been identified as related parties.

As per note 5, debt charges recoverable, the Smoky River Regional Water Management
Commission has assumed remaining payments of the $116,922 (2011: $130,063) debentiure plus
interest. During the year, the Town of Falher paid $499,847 (2011: 5446,343) to the Smoky
River Regional Water Management Commission for Che purchase ¢f water., A total amount of
$3,200 {2011: $3,000) was received from the commission for administration services provided
by the town. The trade accounts receivable include 8235 (2011: $274) which is due from the
commission, Included in the town's accounts pavable is an amount of $41,673 {2011:
$35,258) due to the commissicn for the purchase of water consumed in December.

During the year, the Town of Falher paid §$92,617 (2011: $56,863) to the Smoky River
Regional Waste Management Commission for waste collection services and tipping fees. A
total amount of $9,800 (2011: $9,300) was received from the cemmission for administration
services provided by the town. Other amounts totalling $39,449 {2011: $31,338) were
raceived by the Town of Falher from the commission for labor and equipment services. The
trade accounts receivable include $6,232 (2011: $3,744) which is due from the conmission.
Included in the town's accounts payable is an amount of $6,348 (2011: $4,763) due to the
commission for December collection servicas.

These transactions were made in the normal course of operations and have been measured at
the exchange amount, which is the amount of consideration established and agreed to by the
related parties.

FINANCIAL INSTRUMENTS

The town's financial instruments consist of cash and temporary investments, accounts
receivable, investments, debt charges recoverable, accounts payable and accrued
liabilities, deposit liabilities, requisition over-levy, and long-term debt. It is
management's oplnion that the town is not exposed teo significant interest or currency risks
arising from these financial instruments.

The town is subject to credit risk with respect to taxes and grants in place of taxes
receivables and trade and other receivables. Credit risk arises from the possibility that
tarpayers and entities to which the town provides services may experience financial
difficulty and be unable to fulfill their cbligations. The large number and diversity of
taxpayers and customers minimizes the credit risk.

Unless otherwise notead, the carrying value of the financial instrument approximates fair
value,
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20. PRIOR PERIOD ADJUSTMENTS

The town has restated its financial statements due a correction in the caleulation of
amortization of road enginesring structures for 2011 and the reversal of a deletion of a
road engineering structure asset. These adjustments are as follows:

2011
5
Adjustments to opening accumulated surplus:
As previously reported December 31,2011 12,399,406
Adjustment to net book value of tangible capital assets Dec. 31,2011 32,571
As restated January 1, 2012 12,431,977
2011
$
Adjustments to excess of IOVeNUes ovVer expenses:
As previously reported December 31, 2011 498,978
Decrease in annual amortization expense 32,571
Ag restated December 31,2011 531,447
2011
$
Adjustments to tangible capital asgets:
As previously reported December 31,2011 10,062,582
Adjustment to historical cost of tangible capital assets 22,871
Adjustment to accumulated amortization 9,700
As restated December 31,2011 10,095,153

20, APPROVAL OF FINANCIAL STATEMENTS

Council and management have approved these financial statements.
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