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GREGORY,
HARRIMAN
& ASSOCIATES
PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Mayor and Council of the
Town of Chestermere

We have audited the accompanying consolidated financial statements of the Town of Chestermere, which
comprise the statement of financial position as at December 31, 2010, and the statements of operations, change in
net financial 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 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.

Anditors’ Responsibility

Our responsibility is fo express an opinion on these consolidated 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
consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financia! 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 significant accounting estimates made by management, as well as evaluating the overall
consolidated financial statement presentation,

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

#104, 331 - 3rd Avenue, Strathmore, Alberta T1P 1T5
Ph: (403) 934-3176  Fax: (403) 934-3182 ¢ Toll Free: 1-866-934-3176 « Email: mailbox@gh-a.com
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position
of the Town of Chestermere as at December 31, 2010 and the results of its operations, change in net financial debt
and its cash flows for the year then ended in accordance with Canadian public sector accounting standards.

‘@?7&/ , %//,7/‘;.._, o %’SOG .

Strathmore, Alberta Gregory, Harriman & Associates
April 27,2011 Professional Accountants
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Town of Chestermere
Consolidated Statement of Financial Position
As at December 31, 2010

FINANCIAL ASSETS
Cash and temporary investments (Note 2)
Taxes and grants in place receivables (Note 3)
Trade accounts receivables (Note 4)
Property tax under-levy
Goods and Services Tax receivable
Land held for resale (Note 5)
Investments (Note 6)

LIABILITIES
Accounts payable and accrued liabilities (Note 7)
Goods and Services Tax payable
Deposit liabilities
Deferred revenue (Note 8)
Long term debt (Nofe 9)

NET FINANCIAL DEBT

NON-FINANCIAL ASSETS
Tangible capital assets (Note 11} (Schedule 2)
Inventory for consumption
Prepaid expenses
Other assets

ACCUMULATED SURPLUS (Note 13) (Schedule 1)

Commitments (Note 17)
Contingencies (Note 18)
Prior period adjustment (Note 21)

Approved by: ' W Mayor

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants

2010 2009
{Restated)

§ 13,231,866 £ 14,070,415
1,331,567 [,208,211
2,770,381 3,159,280

40,665 38,483
507,680 -
120,192 494,590

7,339,585 10,566,594
25,341,936 29,537,573
3,019,291 7,297,942
- 117,016
828,674 210,194
8,939,714 10,381,670
14,795,866 15,703,208
27,583,545 33,710,030
(2,241,609) (4,172,457)
114,271,804 103,705,922
61,483 43,968
57,747 26,354
5,850 282,790
114,396,884 104,059,034
$ 112,155,275 £ 99,886,577
Officer
3




Town of Chestermere
Consolidated Statement of Operations
For the Year Ended December 31, 2010

REVENUE
Net munigcipal property taxes (Schedule 3)
Sale of goods and user charges
Penalties and costs on taxes
Licenses and permits
Investment income
Development levies
Government transfers for operating (Schedule 4)
Other revenues
TOTAL REVENUE

EXPENSES (Schedule 5)
Legislative
Administration
Protective services
Roads, streets, walks and lighting
Water supply and distribution
Wastewater treatment and disposal
Waste management
Family and community support
Planning and development
Parks and recreation
Culture
Loss on disposal of assets
TOTAL EXPENSES

EXCESS (SHORTFALL) OF REVENUE OVER
EXPENSES - BEFORE OTHER

OTHER
Contributed assets

Govemnment transfers for capital (Schedule 4)

EXCESS (SHORTFALL) OF REVENUE OVER
EXPENSES

ACCUMULATED SURPLUS, BEGINNING OF YEAR

ACCUMULATED SURPLUS, END OF YEAR

Budget 2010 2009
{Unaudited) {Restated)

3 11025514 $ 11,008,299 £ 10,196,312
6,135,312 6,879,497 11,299,267
213,000 258,890 238,605
343,832 580,309 356,759
241,520 182,487 200,479

- 2,048,803 574,048

1,807,001 1,783,440 1,866,220
63,062 159 111,403
19,831,241 22,741,884 24,843,093
189,343 185,278 176,549
2,311,102 2,313,087 2,153,861
3,277,729 3,135,902 2,808,447
4,430,392 4,547,290 4,294,339
2,270,975 3,245,110 4,505,166
2,422,276 2,934,139 7,545,117
873,681 §03,222 676,067
1,418,774 1,373,909 1,311,473
1,699,846 1,975,143 1,636,262
2,842,231 2,364,886 2,188,274
631,893 739,047 494,382
- 3,555 98,081
22,368,242 23,620,568 27,888,618

(2,537,001) (878,684) {3,045,525)
- 5,545,809 4,290,436
18,752,500 7,601,573 2,491,971
16,215,499 12,268,698 3,736,882
99,886,577 99,886,577 96,149,695

$ 116,102,076

$ 112,155,275

$ 99,886,577

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants




Town of Chestermere
Consolidated Statement of Change in Net Financial Debt

For the Year Ended December 31, 2010

EXCESS (SHORTFALL) OF REYENUE OVER EXPENSES

Acquisition of tangible capital assets
Contributed tangible capital assets

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

Loss on disposal of assets

{Increase) decrease in supplies inventories

{Increase) decrease in prepaid expenses

{Increase) decrease in other assefs
(INCREASE) DECREASE IN NET DEBT

NET FINANCIAL DEBT, BEGINNING OF YEAR

NET FINANCIAL DEBT, END OF YEAR

Budget 2010 2009
{(Unaudited) (Restated)

$ 16,215,499 $ 12,268,698 $ 3,736,882
(39,855,220) (9,240,805) (4,352,898)
- (5,545,809) - (4,290,436)

- 40,640 -

- 4,176,537 3,870,768

- 3,555 98,081
(39,855,220) (10,565,882) (4,674,485)

- (17,515) 22,132

- (31,393) 12,836
- 276,940 {225,091)
- 228,032 (190,123)
(23,639,721) 1,930,848 (1,127,726)
(4,172,457) (4,172,457) (3,044,731)

$ (27,812,178)

5 (2,241,609)

$ (4,172,457)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants




Town of Chestermere
Consolidated Statement of Cash Flows
For the Year Ended December 31, 2010

2010 2009
{Restated)
NET INFLOW (OUTFLOW) OF CASH RELATED TO
THE FOLLOWING ACTIVITIES:
OPERATING
Excess (shortfall) of revenue over expenses $ 12,268,698 $ 3,736,882
Non-cash items included in excess (shortfall) of revenues over expenses:
Amortization of tangible capital assets 4,176,537 3,870,768
(Gain) loss on sale of tangible capital assets 3,555 98,081
Tangible capital assets received as coniributions (5,545,809) (4,290,436)
Non-cash charges to operations (net change):
Decrease (increase) in taxes and grants in place receivables (123,356) (318,786)
Decrease (increase) in trade and other receivables 388,899 {1,325,786)
Decrease (increase) in property tax under-levy (2,182) (11,836)
Decrease (increase) in land held for resale ' 374,398 (494,590)
Decrease (increase) in inventory for consumption (17,515) 22,132
Decrease (increase) in prepaid expenses (31,393) 12,836
Inerease (decrease) in Goods and Services Tax (624,696) 519,362
Decrease (increase) in other assets 276,939 (225,092)
Increase (decrease) in accounis payable and accrued liabilities (4,278,650) 4,288,560
Increase (decrease) in deposit liabilities 618,480 75,007
Increase (decrease) in deferred revenue {1,441,956) 4,915,499
Cash provided by operating transactions 0,041,949 10,872,601
CAPITAL
Acquisition of tangible capital assets (9,240,805) (4,352,898)
Sale of tangible capital assets 40,640 -
Cash applied to capital transactions {9,200,165) (4,352,898)
INVESTING
Decrease (increase) in restricted cash or cash equivalents 4,676,529 (10,053,297)
Decrease (increase) in investments 3,227,009 {6,573,825)
Cash provided by (applied to) investing iransactions 7,903,538 (16,627,122)
FINANCING
Long term debt issued - 495,188
Long term debt repaid (907,342) (699,154)
Cash provided by (applied to) financing transactions (907,342) (203,966)
CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR 3,837,980 (10,311,385)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 43,821 10,355,206
CASH AND CASH EQUIVALENTS, END OF YEAR $ 3,881,801 3 43,821
Cash and cash equivalents is made up of:
Cash and temporary investments (Nofe 2) 13,231,866 14,070,415
Less: restricted portion of cash and temporary investments (Note 2) (9,350,065) (14,026,594)

$ 3,881,801 $ 43,821

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants 6
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Town of Chestermere
Schedule of Property and Other Taxes
For the Year Ended December 31, 2010

Schedule 3
Budget 2010 2009
{Unaudited)
TAXATION _
Real property taxes $ 14,301,676 $ 14,316,975 $ 13,141,338
Linear property taxes 87,033 87,033 79,207
Government grants in place of property taxes - - -
14,388,709 14,404,008 13,220,545
REQUISITIONS
Alberta School Foundation Fund 3,363,195 3,395,709 3,024,233
NET MUNICIPAL TAXES 3 11,025,514 $ 11,008,299 $ 10,196,312

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants 9




Town of Chestermere
Schedule of Government Transfers
For the Year Ended December 31, 2010

Schedule 4
Budget 2010 2009
{Unaudited)
TRANSFERS FOR OPERATING
Provincial Government $ 1,646,001 $ 1,622,060 % 1,706,220
Other Local Governments 161,000 161,380 160,000
1,807,001 1,783,440 1,866,220
TRANSFERS FOR CAPITAL _
Provincial Government 18,752,500 7,601,573 2,491,971
Federal Government - - -
18,752,500 7,601,573 2,491,971
TOTAL GOYERNMENT TRANSFERS 3 20559501 $ 9,385,013 £ 4,358,191

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants 10




. Town of Chestermere
Schedule of Consolidated Expenses by Object
For the Year Ended December 31, 2010

Schedule 5
Budget 2010 2009
(Unaudited) (Restated)

CONSOLIDATED EXPENSES BY OBJECT

Salaries, wages and benefits 3 6,788,741 $ 6,520,154 $ 5,502,062
Contracted and general services 5,695,059 6,010,438 5,587,954
Materials, goods, supplies and utilities 3,165,496 5,536,287 11,757,681
Transfers to local boards and agencies - - -
Transfers to individuvals and organizations 631,283 400,401 335,261
Interest on capital long ferm debt 338,661 . 976,751 834,893
Amortization of tangible capital assets 3,749,002 4,176,537 3,870,767

3 22,368242 $ 23,620,568 $ 27,888,618

The accompanying notes form and integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants L




Town of Chestermere
Notes to Financial Statements
December 31, 2010

1) Significant Accounting Policies

The Town of Chestermere (the "Municipality") is a Municipality in the Province of Alberta. The consolidated financial statements are
the representation of management and have been prepared in accordance with Canadian generally accepted accounting principles for
local governments established by the Public Sector Accounting Board of the Canadian Instifute of Chartered Accountants. Significant
aspects of these accounting policies are as follows:

A. Reporting Entity

The consolidated financial statements reflect the assets, liabilities, revenue 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 the organizations that are owned
or controlled by the municipality and are, therefore, accountable to the Town Council for the administration of their financial resources.

The schedule of taxes levied also includes operating requisitions for educational, and other external organizations that are not controlted
by the municipal council.

B. 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 upon receipt of goods or services and/or
the legal obligalion to pay.

Funds from external pariies and eamnings thereon restricted by agreement or legislation are accounted for as deferred revenue until used
for the purpose specified.

Government transfers, contributions and other amounts are received from third parties pursuant to legistation, 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 refated services have yet to be performed. Revenue is recognized in
the period when the refated expenses are incurred, services performed or the 1angible capital assets are acquired.

C. 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 assels and liabilities and disclosure of contingent assels 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 resulis
could differ from those estimates.

D. Investments

Investments are recorded af 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 loss in value that is other than a tempaorary decline, the respective investment
is written down to recognize the loss.

E. Requisition Over-levy and Under-levy

Over-levies and under-levies arise from the difference belween 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. In
situations where the actual levy is less than the requisition amount, the under-levy is acerued as a receivable and reflected as property

tax revenue.

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

Gregory, Harriman & Associates, Professional Accounlants 12




Town of Chestermere
Notes to Financial Statements
December 31,2010

1) Significant Accounting Policies {eontinued)

F. Land Held For Resale

Land held for resale is recorded at the lower of cost or 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. Refaied development costs incumed to
provide infrasiructure such as water and wastewater services, roads, sidewalks and street lighting are recorded as fixed assets under

their respective function.
G. Government Transfers

Government transfers are the transfer of assets from senior levels of government that are not the result of an exchange transaction, arc
not expected fo be 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 evenis giving rise to the transfer
oceurred, providing the transfers are authorized, any eligibility criteria have been met by the municipality, and reasonable estimates of
the amounts can be determined.

H. 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 revenue 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 aliributable to acquisition, construction,
development or belterment of the asset. The cost, less residual value, of the tangible capital asset is amoriized on a straight-line
basis over the estimated useful life as follows:

YEARS

Land improvements 15-45
Buildings 25.50
Engineered structures

Roadway system 5-60

Water system 45-75

Wastewater system 45-75
Machinery and equipment ' 5.40
VYehicles 10-25

There is an amortization charge in the year of acquisition and no amortization charge in the year of disposal. Assets under
construction are not amortized until the asset is avaitable for productive use.

il. Contributlons 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.

iil. Leases
Leases are classified as capital or operating leases. Leases which fransfer 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 operating 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,

Gregory, Hamriman & Associates, Professional Accountants 13
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3)

4

5)

Town of Chestermere
Notes to Financial Statements

December 31, 2010

Cash and Temporary Investments 2010 2009

Petty cash s 800 s 800

Cash 3,423,353 3,234,635

Funds held by lawyer 671,783 4,835,227

Canadian Imperial Bank of Commerce Strip Bond maturing 2011 1,232,683 -
with annual yield of 1.26% (Market Value $1,244,467)

Canadian Imperial Bank of Commerce Bankers Acceptance Note matured 2010 - 1,999,753
with interest rate of 0,58%

Bank of Nova Scotia Deposit Note maturing 2011 3,973,557 -
wilh interest rate of 4.92% (Market Value $3,968,645)

Province of Ontario Strip Bond maturing 2011 990,937 -
with annual yield of 0.92% (Market Value $997,915)

Royal Bank Of Canada Capital Trust maturing 2011 2,938,753 -
with interest rate of 7.18% (Market Value $2,932,788)

Guaranteed Investment Certificate matured 2010 - 4,000,000

with interest rate of 0.85%

$ 13,231,866 $ 14,070,415

The Town of Chestermere holds funds that are restricted in their use and are to be utilized as funding for capital projects and to mect
frust obligations. Since the projects have not been completed for which the funding has been received, $9,350,065 (2009 -
$14,026,594) of the Cash and Temporary Invesiments balance are not available for general use by the Town.

The Funds held by lawyer are held in trust for the Town to fulfill a promissory note obligation (Note 7).

Taxes and Grants In Place Receivables 2010 2009

Current taxes and grants in place of taxes s 953,203 $ 942,722
Tax arrears 378,364 265,489

$ 1,331,567 $  1,208211

Trade Accounts Receivables 2010 2009

Water and sewer receivable § 782,015 $ 715,574
Accounis receivable - other 596,659 1,415,802
Offsite levies receivable ; 816,441 662,324
Morigages receivable 575,266 365,580

5 2,770,381 $ 3,159,280

Morigages receivable are amounts outstanding from individuals who have agreed to purchase property adjacent to their existing lot
surrounding Chestermere Lake which was purchased by the Town from Western Irrigation District. These mortgages receivable mature
between 2018 and 2025 and bear interest at varying rates,

Land Held For Resale 2010 2009

Land held for resale $ 120,192 h) 494,590

During 2009, the Town entered info an agreement to purchase lands surrounding Chestermere Lake from the Western Irrigation
District. These lands were then sold to the adjacent property owners. Land held for resale represents the parcels which have not been
resold to the individual adjacent property owners. Refer also to Note 4 and Note 7 of these financial statements,

Gregory, Harriman & Associates, Professional Accountants 14




6) Investments

7

Town of Chestermere
Notes to Financial Statements
December 31, 2010

Bank of Montreal Deposit Notes maturing 2012
with interest rate of 5,04%. (Market Value $679,815)

Bank of Montreal Fixed Flat Rate Deposit Note maturing 2015
with interest rate of 4.00%. This investment was sold during the year.

Bank of Nova Scotia Strip Bond maturing 2013
with annual yield of 4.79%. (Market Value $647,113)

Canadian Imperial Bank of Cominerce Strip Bond maturing 2013
with annual yield of 3.41%. (Market Value $2,067,529)

Canadian Imperial Bank of Commerce Fixed Flat Rate Deposit Note maturing 2018
with interest rate of 5.15%. (Market Value $1,228,682)

Canadian Imperial Bank of Commerce Fixed Flat Rate Deposit Note maturing 2016
with interest rate of 4.55%. (Market Value $1,709,785)

Canadian Imperial Bank of Commerce Fixed Flat Rate Deposit Note maturing 2015
with interest rate of 3.75%. This invesiment was sold during the year.

Royal Bank Of Canada Fixed Flat Rate Deposit Note maturing 2018
wilh interest rate of 4.84%. (Market Value $596,387)

Toronto Dominion Bank Strip Bond maturing 2013
with annual yield of 4.81%. (Market Value $731,910)

Accounts Payable and Accrued Liabilities

Trade accounts payable
Accrued audit fee

Accrued vacation pay payable
Accrued interest payable
Promissory note payable

2010 2009

§ 653,830 $ 656723

. 2,026,125

556,402 556,402

1,999,687 )

1,164,827 1,165,343

1,749,778 )

- 4,942,199

588,062 502,803

626,999 626,999

S 7,339,585 $ 10,566,594
2010 2009

$ 2,660,506 $ 1,774,763

55,000 55,000

229,842 201,422

73,943 80,277

- 5,186,480

$ 3,009,291 $  7,97.942

The vacation liability represents the vacation that employees have eamed and are entitled to within the next budgetary year,

The promissory nofc payable to Western [rrigation District represents the amount owing for the purchase of the lakefront lands
surrounding Chestermere Lake. This obligation matures April 2019, and bears interest at prime plus 2% and was paid in full during the

year,

Gregory, Harriman & Associates, Professional Accountanis
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Town of Chestermere
Notes to Financial Statements

December 31, 2010
8) Deferred Revenue 2010 2009
Alberta Municipal Infrastructure Program s 108,772 $ 3,799,657
Streets Improvement Program 3,234,979 2,677,231
Municipal Sustainability Initiative 3,073,026 1,273,694
New Deal for Cities and Communities 1,913,875 1,132,286
Policing 77,520 75,175
Municipal Intern Program 26,250 10,750
Municipal Sponsorship Program 25,000 -
Offsite levies 418,324 1,400,497
Other deferred revenue _ 61,968 12,380

$ 8,939,714 § 10,381,670

Alberta Municipal Infrastructure Program

This is a five year funding program from the Province of Alberta to assist municipalities in developing their infrastructure. The balance
represents funds brought forward from 2009 of $3,799,657, plus accrued interest, plus funds received by the Town in 2010 of
$3,041,524, less $6,812,451 recognized as revenue in 2010.

Streets Improvement Program

The Streets Improvement Program ("SIP") provides cost-shared grants to municipalities to assist with the provision of lasting street
improvements, to enhance life in rural centers and to serve fo attract the decentralizaiion of industry. Approved projects are eligible for
75 percent provincial funding for construction and engineering costs. The 2010 balance represents funds brought forward from 2009 of
$2,677,231, plus accrued interest, plus funds reccived by the Town in 2010 of $825,600, less $308,745 recognized as revenue in 2010,
Funds will be used for future roads projects.

Municipal Sustainability Initiative

The Municipal Sustainability Initiative ("MSI") is a funding program aimed at providing financial support for critical core and
community infrastructure projects and includes incentives to encourage collaboration and cooperation between neighbouring
municipalities. This population-based funding program includes operating, capital and affordable housing components. The balance
represents funds brought forward from 2009 of $1,273,694, plus accrued interest, plus funds received by the Town in 2010 of
$2,366,118, less $640,500 recognized as revenue in 2010,

New Deal for Cities and Communities

The New Deal for Cities and Communities is a per capita grant to assist municipalities in addressing their sustainable municipal capital
infrastructure needs. The program is supported through the allocation to Alberta Municipalities of a portion of the federal gasoline tax.
Funding under this program is subject to the province receiving the funding from the federal government. The program provides
conditional grants for capital-related projects which meet the program eligibility criteria. There is no requirement for a municipal
funding contribution to projects accepted under this program. The balance represents funds brought forward from 2009 of $1,132,286,
plus accrued interest, plus funds received by the Town in 2010 of $766,845.

Gregory, Harriman & Associates, Professional Accountants 16




Town of Chestermere
Notes to Financial Statements

December 31, 2010
9) Long Term Debt 2010 2009

Tax supported debentures $ 5,783,609 $ 6,176,604
EPCOR amortization fund 8,924,480 9,208,337
Capital lease 75,117 305,267
Westemn Irrigation District Scholarship 12,000 13,000

14,795,866 15,703,208
Less: Current portion (842,114) (985,301)

$ 13,953,752

$ 14,717,907

Principal and interest repayments are due as follows:

2010
2011
2012
2013
2014
Thereafter

Principal Interest Total
$ 842,114 $ 1,030,700 $ 1,872,814
782,471 984,331 1,766,802
685,240 938,930 1,624,170
691,104 898,885 1,589,989
698,490 858,062 1,556,552
11,096,447 8,850,151 19,946,598
$ 14,795,866 3 13,561,059 $ 28,356,925

Debenture debt is repayable to Alberta Capital Finance Authority and bears interest at a rates ranging from 4.4925% to 6.750% per
annum, befare provincial subsidy, and matures from 2012 to 2028. The weighted average interest rate is 5.28% (5.29% for 2009).
Debenture debt is issued on the credit and secwrity of the Town of Chestermere at large,

The EPCOR Amortization Fund consists of a long term financing arrangement between the Town and EPCOR for the water reservoir
and water line tie-in projects. The term of this financing is over 20 years with payments to include principal and interest.

Western Irrigation District scholarship obligation is payable to Olds College Foundation, bears no interest, and matures in 2022,
repayable in the amount of $1,000 per year.

Capital leases for vehicles and equipment mature in 2011 and 2012, The future minimum paymenis totalling $77,832 (2009 -
$320,469) over the next two years, include interest of $2,055 (2009 - $15,194),

Interest on long term debt amounted to $1,067,551 (2009 - $774,113).

The Town's total cash payments for interest in 2010 were $1,073,865 (2009 - $750,182).

Gregory, Harriman & Associates, Professional Accountants
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Town of Chestermere
Notes to Financial Statements
December 31,2010

10) Debt Limit

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 Chestermere be disclosed as follows:

2010 2009
Total debt limit (1.5 * total eligible revenues} $ 34,112,826 § 37.264,640
Total long term debt (Note 9) (14,795,866) (15,703,208)
Unused total debt limit capacity $ 19,316,960 $ 21,561,432
Service on debt limit (0.25 * total eligible revenues) § 5685471 $ 6210773
Service on debt (next years principal and interest due) (1,872,814) (2.048,634)
Unused service on debt limit capacity $ 3,812,657 $ 4,162,139

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 requires 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 calculation taken alone does not represent the financial stability of the municipality. Rather, the
consolidated financial statements must be interpreted as a whole,

11} Tangible Capital Assets

2010 2009
(Restated)

Land $ 12,264,780 $ 12,264,780
Land improvements 3,369,159 3,058,682
Buildings 14,863,663 8,558,939
Engineered structures

Roadway system 27,972,185 28,979,746

Water distribution system 22,103,554 22,466,991

Wastewater treatment system 27,458,472 23,260,303
Machinery, equipment and fumishings 3,198,027 2,387,836

Vehicles 3,041,964 2,728,645

12) Equity in Tangible Capital Assets

Tangible capilal assets (Schedule 2)
Accumulated amortization (Schedule 2)
Long term debt (Note 9)

Operating portion of long term debt

Gregory, Harriman & Associates, Professional Accountants

$ 114,271,804

$ 103,705,922

2010 2009
{Restated)
$ 142,978,512 $ 128,260,072
(28,706,708) (24,554,150)
(14,795,866} (15,703,208)
511,098 532,583
§ 99,987,036 $ 88,535,297
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Town of Chestermere
Notes to Financial Statements
December 31, 2010

13) Accumulated Surplus

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

Unrestricted surplus (deficit)

Restricted surplus (reserves)
Capital: Roads

Water
Wastewater
Equipment replacement
Silt removal
Recreation
FCSS
Cash in lieu
General capifal

Operating:  General Operating

Equity in tangible capital asseis (Note 12}

14) Trust Funds

The Town of Chestermere administers the following trust:

Roots of Empathy

Gregory, Harriman & Associales, Professional Accountants

2010 2009
(Restaled)

$ 334,419 $ 332,073
1,626,159 1,086,850
1,856,396 1,943,881
5,718,840 5,267,394
36,781 72,876
3,695 11,289
326,865 274,931
178,424 646
7,586 7,586
247,196 415,439
1,831,878 1,937,815
11,833,820 11,019,207
99,987,036 88,535,297

§ 112,155,275

$ 99,886,577

2010

2009

$ 3,614

$ 10,596
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Town of Chestermere
Notes to Financial Statements
December 31,2010

15) Salary and Bencefits Disclosure

16)

Disclosure of salaries and benefits for elecied municipal officials, the Chief Administrative Officer and designated officers as required
by Alberta Regulation 313/2000 is as follows:

2010 2009
Salary M Benelits and Total Tolal
Allowances®
Mayor Mathews S 36,533 $ 7,663 $ 44,196 $ 41,554
Councillor Bergen 19,500 1,816 21,316 20,605
Councillor Davies 18,667 1,821 20,558 21,556
Counciltor Hutchison 18,667 1,854 20,521 19,369
Counciltor Johnson 19,267 1,819 21,086 20,612
Councillor Reid 15,000 1,947 16,947 19,718
Councillor Steeves 19,067 2,489 21,556 21,921
Councillor Leighton 3,667 579 4,246

Chief Administrative Officer 129,918 26,152 156,070 144,359
$ 280,286 $ 46,210 $ 326,496 3 309,694

(1) Satary includes regular base pay and any other direct cash remuneration,

(2) Employer's share of all employes benefits and contributions er payments made on behalf of employees including retirement
pension, Canada pension plan (CPP), employment insurance (EI), health care, dental coverage, vision coverage, group life
insurance, accidental disability and dismemberment insurance, long and short term disability plans, professional memberships and
fuition.

Local Authorities Pension Plan

Employees of the Town participate in the Local Aunthorities Pension Plan ("LAPP"), which is covered by the Alberia Public Secior
Pension Ptan Act. The Plan services around 199,000 people and about 418 einployers. The LAPP is financed by employer and
employee coniributions and investment earnings of the LAPP Fund.

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

The Town is required to make current service contributions to the LAPP of 9.49% of pensionable earnings up 1o the year's maximum
pensionable earnings under the Canada Pension Plan and 13.13% on pensionable earnings above this amount. Employees of the Town
are required to make current service contributions of 8.49% of pensionable salary up to the year's maximum pensionable salary and

12.13% on pensionable salary above this amount.

Total currenl service contributions by the Town to the LAPP in 2010 were $397,274 (2009 - $261,481). Total curreni service
contributions by the employees of the Town to the LAPP in 2010 were $356,840 (2009 - $293,672).

At December 31, 2009, the LAPP disclosed an actuarial deficiency of $4 billion,
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18)

19}

Town of Chesterinere
Notes to Financial Statements
December 31, 2010

Commitments
During 2005, the existing Storm Water Discharge Agreement, Lake Management Agreement, and Western Irrigation District Offsite
Levies Agreement, were replaced with the Use of Works Agreement between the Town and Western Irrigation District. Under this

agreement, which is to be managed on a permanent and cooperative basis, the Town must remit to the Western Irrigation District annual
paymenis as follows:

2011 $ 355733

The Town has contracted EPCOR Water Services Inc. to provide management and operations services related to the public utilities and
infrastructure system, The annual payment required under this contract is as follows:

201t $ 1,736,814
The above payments are subject fo change dependent on the Consumer Price Index realized in each respective year,
The Town has operating leases for vehicles. The leases require monthly payments and expire by December 31, 2014,
Future minimum lease payments as at December 31, 2010, are as follows;

2011 5 97,340

2012 85,972
2013 33,963
2014 4,193

$ 221,468

The Town of Chestermere has entered into a letter of guarantee with TD Canada Trust in favour of the City of Calgary for $1,335,365.
This amount is secured on the credit and security of the Town of Chestermere.

Contingencies
The Town of Chestermere is a member of the Alberta Municipal Insurance Exchange ("MUNIX"). Under the terms of membership, the

Town could become liable for its praportionate 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.

Related Party Transactions

During 2007, the Chestermere Library became operational. The Council of the Town of Chestermere appoints two members as Town
representatives to the Library Board. The Town of Chestermere, in 2010, reviewed and approved the operational budget of the Library.
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23}

Town of Chestermere
Notes to Financial Statements
December 31,2010
Financial Instruments

The Town's financial instruments consist of cash and lemporary invesiments, taxes and grants in place receivables and trade accounts

receivables, investments, accounts payable and accrued labilities, deposit liabilities and long term debt, Unless otherwise noted, the
fair values of these financial instruments approximates their carrying values.

Interest Rate Risk

The Town of Chestermere has fixed interest rates through the debenture financing with Alberta Capital Finance Authority. The Town
also has bank loans with interest rates at Prime.

Credit Risk
The Town of Chestermere is subject to eredit risk with respect to taxes and grants in place of iaxes receivables, and trade and ofher
reccivables. Credit risk arises from the possibility that taxpayers and entitics to which the Town of Chestermere 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.

Prior Period Adjustment

The Town has restated its financial statements to include previously excluded tangible capital assets. These adjustments relate to
engineered structures that were not previously recorded. These adjustments are as follows:

2009
Adjustmenis fo opening accumulated surplus;
As previously reported $ 92,358,523
Adjustment to net book value of tangible capital assets 3,791,172
As restated $ 96,149,695
2009
Adjuséments to shortfall of revenucs over expenses;
As previously reporied § 1,255,157
Contributed assets 2,734,825
Annual amortization expense (253,100)
As restated $ 3,736,882
2009
Adjustments to tangible capital assets:
As previously reported $ 97,433,025
Adjusiment to historical cost of tangible capital assets 6,846,950
Accumulfated amortization recorded (574,053)
As restated $ 103,705,922
Comparative Figures

Some of the comparative figures have been reclassificd to conform to the current year's presentation.
Approval of Financlal Statements

Council and Management have approved these financiat slatements.
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