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Management's Responsibility For Financial Reporting
March 31, 2019

The consolidated financial statements have been prepared by management in accordance with
Canadian public sector accounting standards, and the integrity and objectivity of these statements are
management's responsibility. Management is also responsible for all of the notes to the consolidated
financial statements and schedules, and for ensuring that this information is consistent, where
appropriate, with the information contained in the consolidated financial statements. A summary of the
significant accounting policies are described in Note 1 to the consolidated financial statements. The
preparation of financial statements necessarily involves the use of estimates based on management's
judgment, particularly when transactions affecting the current period cannot be finalized with certainty
until future periods.

Management is also responsible for implementing and maintaining a system of internal controls to
provide reasonable assurance that reliable financial information is produced. The internal controls are
designed to provide reasonable assurance that assets are safeguarded, transactions are properly
authorized and recorded in compliance with legislative and regulatory requirements, and reliable
financial information is available on a timely basis for preparation of the consolidated financial
statements.

The Council is responsible for ensuring that management fulfils its responsibilities for financial reporting
and internal control, and exercises these responsibilities through the Council. The Council reviews
internal financial statements on a monthly basis and external audited consolidated financial statements
yearly. The Council also discusses any significant financial reporting or internal control matters prior to
their approval of the consolidated financial statements.

The external auditors, Grant Thornton LLP, conduct an independent examination, in accordance with
Canadian auditing standards, and express their opinion on the consolidated financial statements. The
external auditors have full and free access to financial management of the City of Summerside and meet
when required. The accompanying Auditor's Report outlines their responsibiiities, the scope of their
examination and their opinion on the consolidated financial statements.

On behalf of the City of Summerside
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Mayor




o Grant Thornton

Grant Thomton LLP
2nd Floor, Royal Bank Building

Independent Auditor’s Report — mumom s e
CINDS

T +1 902 436 6155
F+1 902435 6913

To His Worship the Mayor and
Members of the City Council

Opinion

We have audited the consolidated financial statements of City of Summerside (“the City"), which
comprise the consolidated statements of financial position as at March 31, 2019, and the consolidated
statements of operations, change in net debt and cash flow for the 15 month pericd then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly in all material
respects, the financial position of the City as at March 31, 2019, and its results of operations, its
changes in its net debt, and its cash flows for the 15 month period then ended in accordance with
Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the City
in accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion,

Responsibiliies of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the 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 consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
City's ability to continue as a going concem, disclosing, as applicable, matters related to going
concern and using the going concem basis of accounting unless management either intends to
liquidate the City or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the City's financial reporting process.

Audit | Tax | Advisory
@Grant Thernten LLP_ A Canadian Member of Grant Thornton Internationat Ltd
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Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the cansolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected o influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resuiting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

s Obtain an understanding of internal control relevant to the audit 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 City's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢  Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists refated to
events or conditions that may cast significant doubt on the City's ability to continue as a going
concern, |f we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. Howsver, future events or conditions may cause the Cityto
cease to continue as a going concemn.

* Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internai control that we identify during our audit.

g‘wm P

Summerside, Canada

July 4, 2019 Chartered Professional Accountants

Audit | Tax | Advisory
@®Grant Thornton LLP. A Canadian Member of Grant Thomton Intemational Ltd
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Consolidated Statement of Operations

15 month period ended March 31

Revenue

Property taxes (Note 6)

Government transfers
Equalization
Municipal support
Infrastructure
Other

Sale of electricity

Sale of water & sewer services

Fines and costs

Third party revenue

Expenses
General government
Recreation programs
Protective services
Transportation services
Electric utility
Water & sewer utility

Annual surplus before underncted
Pension obilgation

Annual surplus

December 31

2019 2019 2017
Budget Actual Actuag|
(Note 9)

$ 10,320,045 ¢ 10,608,183 $ 8,268,318
3,539,196 3,632,271 2,330,115
5,468,966 6,042,582 4,897 467
1,490,163 5,847,805 8,623,931

- 70,631 244,419
26,455,633 27,956,031 19,732,962
6,411,969 6,628,189 5,169,172

120,000 175,463 123,979

2,866,485 3,346,722 2,833,140

56,672,457 64,307,877 52,223,501
2,295,555 2,353,428 1,959,277
9,271,083 9,873,903 9,018,370
6,110,894 6,887,608 5,409,637
5,279,577 5,638,687 4,426 685
24,079,764 21,588,707 15,753,171
6,307,708 5,884,615 4,986,396
53,344,581 52,226,948 41,553,436
$ 3,327,876 12,080,929 10,670,085
600,000 1,000,000

$ 12,680,929 §$ 11,670,065

Accumulated surplus, beginning of year
Annual surplus

Accumulated surplus, end of year

12,680,929

$136,678,693 $ 125,008,628

11,670,065

$149,359,622 $ 136,678,693

See accompanying notes and schedules to the consolidated financial statements.
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Consolidated Statement of Financial Position

March 31
December 31
2019 2017
Financial Assets
Receivables $ 6,753,870 $ 9993635
Restricted short term Investments 327,152 269,053
Sinking fund investments, at market value 2,337,203 2,219,859
9,418,225 12,482,547
Liabilities
Bank indebtedness (Note 2) 1,358,893 7,807,259
Payables and accruals
Trade and customer deposits 5,722,005 8,004,201
Accrued inferest 69,811 283,007
Long term debt (Note 3) 68,878,641 66,676,436
Sick leave (Note 4) 1,915,000 1,814,000
Pension benefit obligation (Note 5) 288,513 940,920
78,232,863 85,525,823
NET FINANCIAL DEBT {68,814,638) (73,043,276)
Non-Financial Assets
Tangible capital assets, net of amortization (Note 7) 216,059,271 207,939,740
Prepaids 125,753 -
Inventory of materials and supplies, at cost 1,989,236 1,782,229
218,174,260 209,721,969
Accumulated surplus (Note 8) $ 149,359,622 $ 136,678,693

Commitments and contingencies (Note 10)

O Behalf of the Council

On Behalf of Management

bl

See accompanying notes and schedules to the consolidated financial statements.
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Consolidated Statement of Cash Flows

15 Month Period Ended March 31

Increase (decrease) in cash and cash equivalents

Operating
Annual surplus
Loss on sale of capital assets
Amortization
Change in non-cash operating working capital
Change in sick leave
Change in short term investments
Change in sinking funds
Change in pension obligation

Financing
Repayment of long term debt
Issuance of iong term debt
(Decrease)/increase in bank indebtedness

Capital
Purchase of capital assets
Proceeds on sale of capital assets

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

December 31
2019 2017

$ 12,680,929 $ 11,670,065

21,131 66,673

7,677,672 7,431,797
411,615 (2,063,022)

101,000 82,000
{58,098) (57,408)
(117,344) (143,743)
(652,407) (1,119,738)

20,064,498 15,866,626
{6,516,295) {8.260,470)

8,718,500 6,295,620

(6,448,369) 2,208,313
(4,246,164) 243,463
(15,899,279) {16,136,950)

80,945 26,861
{15,818,334) (16,110,089)

See accompanying notes and schedules 1o the consolidated financial statements,
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Consolidated Statement of Change in Net Debt

Year Ended March 31

Annual surplus

Change in prepaids

Change in inventory

Loss on sale of capital assets

Proceeds on sale of capital assets
Acquisition of tangible capital assets, net
Amortization of tangible capital assets

Decrease (increase) in net debt
Net debt, beginning of year

Net debt, end of year

December 31

2019 2019 2017
Budget Actual Actual
{Note 9)

$ 3,327,875 §$ 12,680,929 $ 11,670,065

- (125,753) -
(207,007) (207,007) (210,043)
- 21,131 232,673
- 80,945 311,860

(10,381,212)  (15,899,279) (16,302,850)
7,677,672 7,677,672 7,431,797

417,328 4,228,638 3,133,402

(73,043,276)  (73,043,276) (76,176,678)

§$ (72,625,948) §(68,814,638) $(73,043,276)

See accompanying notes and schedules to the consolidated financial statements,
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Notes to the Consolidated Financial Statements
March 31, 2019

1.

a)

b}

c)

d)

e)

Summary of significant accounting policies

The consolidated financial statements of the City of Summerside are prepared by
management in accordance with Canadian Public Sector Accounting Standards of the
Chartered Professional Accountants of Canada. Significant aspects of the accounting
policies adopted by the City are as follows:

Reporting entity

The consolidated financial statements reflect the assets, liabilities, revenues, expenses,
and surplus of the reporting entity. The reporting entity is comprised of all organizations and
committees that are accountable to the City for administration of their financial affairs and
resources, and which are owned or controlled by the City.

Amendment to Municipality Act

Effective December 23, 2017, the Municipal Government Act (“The Act"} came into effect
in Prince Edward Island. The Act requires the Community to report on a March 31 fiscal
year end starting in 2019,

Consolidated entities

In addition to the General Fund, the organizations included in the consolidated financial
statements are as follows:

City of Summerside Electric Utility City of Summerside Sewer Utility
City of Summerside Water Utility Electro Thermal Storage Program

Basis of accounting

The accrual basis of accounting is used for all funds. The accrual basis of accounting
recognizes revenues as they are earned and measurable; expenses are recognized as they
are incurred and measurable as a result of legal obligation to pay.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and balances with financial institutions.
Bank borrowings are considered to be financing activities.

Revenues and expenditures

Major revenue and expenditure items are recorded on an accrual basis. Certain sources of
revenue are recorded on a cash basis.

Investments

Short term investments consist of Guaranteed Investment Certificates and are recorded at
quoted market value. Sinking fund investments consist of equity and fixed income
investments and are recorded at quoted market value.
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Notes to the Consolidated Financial Statements
March 31, 2019

1. Summary of significant accounting policies (cont’d)
g) 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 (net debt) for the year.

h) Tangible capital assets
Tangible capital assets and projects in progress are recorded at cost.

In compliance with Section 3150 the City records amortization of its assets over their
estimated useful lives. The straight-line method of amortization is used. Amortization begins
in the year following acquisition, except for major projects with revenue streams, for which
amortization begins upon substantial completion.

Asset useful lives (in years)

Plants, Buildings, Structures 2040
Equipment and Vehicles
Engines — Generation 50
Internet/IT 5
Other Equipment and Vehicles 10-20
Electro Thermal Storage Equipment 10
Distribution and Collection Systems
Electric 40
Water 83
Sewer 83
Summerside Community Network 7
Streets
Local 25
Collector 10
Sidewalks 40
Storm lines 83
Wind Farm 25
Solar Panels 25

i) Revenue recognition

a) Tax revenue is property tax billings which are received directly from the Province of
Prince Edward Island. Taxes are billed based on the assessment rolls provided by the
Province of Prince Edward Island at rates set by the City. Taxation revenue is recorded
as it is received in monthly instalments from the Province of Prince Edward Island.
Assessments and the related property taxes are subject to appeal to the Province of
Prince Edward by residents. The City’s revenue is adjusted for any of these appeals
using a yearly statement.
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Notes to the Consolidated Financial Statements
March 31, 2019

1.

i)

k)

Summary of Significant Accounting Policies (cont'd)
Revenue recognition (cont'd)

b) Government transfers are transfers of monetary assets or tangible assets from a
government to an individual, an organization or another government that are not the
result of an exchange transaction, expected to be repaid in the future or expected fo
produce a direct financial return. Government transfers received are recognized in the
financial statements as revenue when the transfers are authorized and all eligibility
criteria have been met except when there is a stipulation that gives rise to an obligation
that meets the definition of a liability. in that case, the transfer is recorded as a liability
and recognized as revenue as the stipulations are met,

Government transfers made to a recipient by the City are recorded as an expense when
they are authorized and the recipient meets all eligibility criteria.

c) Utility revenues are recorded when billed and receivable and collectabiiity is reasonably
assured.

d) Other revenue is recorded when it is eamed and collectability is reasonably assured.
Management estimates

The presentation of consolidated 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 liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reported period. Significant estimates include pension
amounts, severance amounts and the useful lives of tangible capital assets.

These estimates and assumptions are based on the City's best information and judgement
and may differ significantly from actual results.

Employee future benefits

The City accrues its obligations under employee future benefit plans and the related costs,
net of plan assets. The costs of pensions earned by employees are actuarially determined
using the accrued benefit method. For the purpose of calculating the expected return on
plan assets, those assets are valued at fair value.

Past service costs from plan amendments are netted with outstanding unamortized
actuarial gains/losses and recognized immediately. Current service costs are expensed
during the year.

The excess of net actuarial gains/losses is amortized over the average remaining service
period of active employees.

10
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Notes to the Consolidated Financial Statements
March 31, 2019

)  Interest rate swap arrangements

The City has entered into several interest rate swap agrangments with chartered banks to
reduce interest rate exposure associated with certain long term debt obligations. The
agreements have the effect of converting the floating rate of interest on certain debt to a
fixed rate. It is the City's policy not to use derivative financial instruments for trading or
speculative purposes,

m} Liability for contaminated sites

Contaminated sites are a result of contamination being introduced into air, soil, water or
sediment of a chemical, organic or radioactive material or live organism that exceeds an
environmental standard. The liability is recorded net of any expected recoveries. A liability
for remediation of contaminated sites is recognized when all of the following criteria are
met. i. an environmental standard exists; ii. Contamination exceeds the environmental
standard; iii. the Municipality is directly responsible or accepts responsibility; and iv. a
reasonable estimate of the amount can be made. Management has reviewed potential sites
where they feel a material liability may exist and has concluded there is no known liability
at this lime.

2, Bank indebtedness

Bank indebtedness consists of a $2,991,958 advance on the City’s line of credit and $19,654
of outstanding deposits, transfers, cheques and other bank balances. The City has an
authorized operating line of credit of $6,000,000, with an interest rate of prime less .50%, of
which, $3,027,696 was unused at March 31, 2019. The City has a capital line of credit of
$5,000,000, which was unused. The interest rate is prime rate plus .25%.

At March 31, 2019 prime was 3.95%.

3. Long term debt

December 31
2019 2017
Long term
Loans repaid during year. $ - % 26,235
Prime -0.65% Royal Bank demand loan, interest payable
monthly. . 5,450,000 5,650,000

4.51% TD Canada Trust loan, payable in equal monthly
instalments of $5,468.86 including principal and interest,
maturing in December 2019, amortized to December 2024. 336,020 397,255

M



Notes to the Consolidated Financial Statements
March 31, 2019

3.

Long term debt (cont’d)

4.66% TD Canada Trust lcan, payable in equal monthly
instalments of $1,578.54 including principal and interest,

maturing in December 2019, amortized to December 2029 .

4.468% TD Canada Trust loan, payable in equal monthly
instalments of $22,818.61 including principal and interest,

maturing in December 2019, amortized to December 2024.

3.13% Royal Bank loan, payable in equal monthly
instalments of $10,807.87 including principal and interest,

maturing in December 2021, amortized to December 2021 .

3.57% Royal Bank loan, payabie in equal monthly
instalments of $5,415.78 including principal and interest,

maturing in December 2021, amortized to December 2031.

3.57% Royal Bank loan, payable in equal monthly
instalments of $5,950.35 including principal and interest,

maturing in December 2021, amortized to December 2031,

3.08% TD Canada Trust loan, payable in equal monthly
instalments of $9,886.79 including principal and interest,

maturing in December 2022, amortized to December 2032,

3.08% TD Canada Trust loan, payable in equal monthly
instalments of $4,796.47 including principal and interest,

maturing in December 2022, amortized to December 2032.

2.74% TD Canada Trust ioan, payable in equal monthly
instaiments of $438.70 including principal and interest,

matuning in December 2022, amortized to December 2022.

2.74% TD Canada Trust loan, payable in equal monthly
instalments of $10,183.55 including principal and interest,

maturing in December 2022, amortized to December 2022.

2.74% TD Canada Trust loan, payable in equal monthiy
instalments of $17,471.68, including principal and interest,

maturing in December 2022, amortized to December 2022,

2.63% TD Canada Trust loan, payable in equal monthly
instalments of $11,038.64 including principal and interest,

maturing in December 2023, amontized to December 2023.

2.63% TD Canada Trust loan, payable in equal monthly
instalments of $998.95 including principal and interest,

maturing in December 2023, amortized to December 2023.

2019

$ 161,637

1,402,032

341,422

661,781

726,894

1,328,580

644,547

18,752

435,266

746,770

§91,113

53,492

Decen12%.=.;1r731
$ 175525
1,657,529
487,129
713,971
784,235
1,423,661
690,675
24572
570,363
978,559
734,472

66,466

12
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Notes to the Consolidated Financial Statements
March 31, 2019

3.

Long term debt (cont'd)

2.97% TD Canada Trust loan, payable in equal monthly
instalments of $2,406.09 including principal and interest,

maturing in December 2023, amortized to December 2033,

2.97% TD Canada Trust ioan, payable in equal monthly
instalments of $3,764.56 including principal and interest,

maturing in December 2023, amortized to December 2033,

2.63% TD Canada Trust loan, payable in equal monthly
instalments of $25,329.28 including principal and interest,

maturing in December 2023, amortized to December 2023.

3% TD Canada Trust loan, payable in equal monthly
instalments of $10,282.84 including principal and interest,
maturing in May 2024, amortized to May 2024.

3% TD Canada Trust loan, payable in equal monthly
instalments of $17,998.02 including principal and interest,
maturing in May 2024, amortized to May 2024,

3.22% TD Canada Trust loan, payabie in equal monthly
instalments of $3,046.78 including principal and interest,
maturing in May 2024, amortized to May 2034.

3.22% TD Canada Trust loan, payable in equal monthly
instalments of $986.74 including principal and interest,
maturing in May 2024, amortized to May 2034.

2,20% TD Canada Trust loan, payable in equal monthly
instalments of $669.64 including principal and interest,
maturing in May 2018, amortized to May 2019.

3.00% TD Canada Trust loan, payable in equal monthly
instalments of $348.50 including principal and interest,
maturing in May 2024, amortized to May 2024.

3.01% TD Canada Trust loan, payable in equal monthly
instalments of $11,575.86 including principal and interest,
maturing in Dec. 2023, amortized to December 2028,

4.96% CIBC loan, total annual payment of $2,399,120
with interest payable monthly and an annual principal
payment, maturing in December 2027, amortized to
December 2027.

4.28% CMHC loan, payable in equal annual instalments
of $603,341.07 including principal and interest, maturing
in February 2030, amortized to February 2030.

3.28% CIBC loan, payable in equal monthly instalments
of $25,417.75 including principal and interest, maturing
in December 2035, amortized to December 2035,

2019

$ 344,517

539,021

1,356,370

590,110

1,032,867

438,834

142,122

1,335

19,999

1,172,623

17,082,932

5,206,628

3,926,773

2017

$ 367342

574,742

1,685,322

719,823

1,259,803

466,445

151,083

11,199

24,396

1,299,384

18,561,408

5,921,414

4,142,298
13
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Notes to the Consolidated Financial Statements
March 31, 2019

3. Long term debt (cont’d)
December 31
2019 2017
2.64% CIBC loan, payable in equal monthly instalments

of $16,056.04 including principal and interest, maturing
in December 2025, amortized to December 2025. $ 1,190,053 $ 1,388,118

2.64% CIBC loan, payable in equal monthly instalments
of $1,127.51 including principal and interest, maturing
in December 2025, amortized to December 2025. 83,569 97478

3.28% CIBC loan, payable in equal monthly instalments
of $2,896.20 including principal and interest, maturing
in December 2035, amortized to December 2035. 447,432 471,990

3.28% CIBC loan, payable in equal monthly instalments
of $9,435.61 including principal and interest, maturing
in December 2035, amortized to December 2035. 1,457,702 1,637,710

2.10% CIBC loan, payable in equal monthlyl instalments
of $778.42 including principal and interest, maturing
in December 2020, amortized to December 2020. 16,037 27136

2.40% Royal Bank loan, principal of $47,000
payable monthly, interest paid monthly,
maturing in January 2027, amortized to January 2027. 6,553,000 7,293,000

2,322% TD Canada Trust loan, payable in equal monthly
Instalments of $26,254 including principal and interest,
maturing in December 2028, amortized to December 2028 2,490,806 2,807,580

2.633% TD Canada Trust loan, payable in equal monthly
Instalments of $18,735 including principal and interest,
maturing in December 2028, amortized to January 2028. 3,319,095 3,488,040

Prime rate, Consolidated Credit Union demand loan, annual
principal payment of $255,555 and interest payable monthly. 2,350,000 -

3.48% TD Canada Trust loan, payable in equal monthly
Instalments of $21,278 including principal and interest,
maturing in October 2038, amortized to October 2038. 3,675,350 -

3.48% TD Canada Trust loan, payable in equal monthly
Instalments of $13,038 including principal and interest,
maturing in October 2038, amortized to October 2038. 2,252,050 -

3.48% TD Canada Trust loan, payable in equal monthly
Instaiments of $1,685 including principal and interest,
maturing in Cctober 2038, amortized to October 2038. 291,100 -

Total long term debt $ 68,878,641 $ 66,676,436

Prime rate at March 31, 2019 was 3.95 % (December 31, 2017 — 3.20%).

14
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Notes to the Consolidated Financial Statements
March 31, 2019

3. Long term debt {cont'd)

Scheduled principal repayments in each of the next five years are due as follows:

2020 $ 5,896,264
2021 6,018,471
2022 6,185,261
2023 6,218,421
2024 6,069,114

$ 30,387,531

4, Sick leave

Employees of the City eam annual sick days that can accumuiate to a maximum of 150 days during
their employment. Employees are eligible for a pay-out of earned sick leave at their retirement. A
maximum amount equal to 125 sick days is payable at the regular retirement date while a maximum
pay-out based on 75 days is payable at early retirement. Amounts paid are calculated using the
employee salary amounts at the time of retirement.

An actuarial valuation of the plan was prepared as of March 31, 2019. The principal long-term
assumptions on which the valuation was based were;

December 31

2019 2017
Discount rate 5.5% 55%
General pay increases 3.0% 3.0%
Terminations prior to eligibility Based on Ontario Light Scale
Accrued Liability 1,915,000 1,814,000
Sick leave sinking fund, market value 2,337,203 2,219,859

5. Pension plans
Pre 1966 service

The City maintains a non-contributory defined benefit final average pension plan, which covers
employee services prior to November 1966. The plan provides pensions based on length of service
and the final five-year average earnings. The most recent actuarial report was completed as of
December 31, 1999. During the year management performed a sensitivity analysis on the remaining
pensioners and adjusted the pension obligation based on the results of this analysis ($88,513
compared to $140,920 in 2017).

T Decem2b0e1r731
Pension benefits paid $ 200,000 $ 51,922
Net assets available for benefits - -
Accured benefit obligaton 88,513 140,920

15
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Notes to the Consolidated Financial Statements
March 31, 2019

5. Pension plans (cont’d)
Post 1966 service

The City maintains a separate contributory defined benefit career average pension plan which
covers employee service after November 1966. The plan provides pensions based on a specific
percentage of an individual's salary during all years of service. The average age of the 123 active
employees covered by the plan is 45. There are 4 former employees who are entitled to deferred
pension benefits. At present, the plans provide benefits for 86 retirees.

Effective July 1, 2018 both the City and plan members agreed to decrease contributions from
11% to 10% of pensionable earnings. Future contribution rates will be subject to an annual
review. In 2018, total contributions for current years service were $1,700,025 (2017 -
$1,726,088). Total benefit payments to retirees during the year were $1,855,161 (2017 -
$2,776,618). A separate pension fund is maintained. Pension fund assets are invested primarily
in marketable investments of organizations external to the government reporting entity, with some
invested in fixed income instruments. The pension liability at March 31, 2019 includes the
following components:

December 31
2019 2017
Accrued benefit obligation $ 35400000 $ 36,200,000
Actuarial value of assets (35,200,000) {35 400.000)
Pension plan deficit $ 200,000 800,000

Actuarial valuations for accounting purposes are performed annually using the accrued benefits
actuarial cost method. The most recent actuarial report was prepared at December 31, 2018,
The accrued benefit obligation shown for 2018 is based on an extrapolation of that 2018
valuation. There is a net unamortized actuariai loss to be amortized on a straight-line basis over
the expected average remaining service life of the related employee groups (15 years).

The actuarial valuation was based on a number of assumptions about future events, such as
inflation rates, interest rates, wage and salary increases and employee turnover and mortality.
The assumptions used reflect the City's best estimates. The expected inflation rate is 2.20 (2.20
percent in the 2017 actuariai valuation) percent. The discount rate used to determine the accrued
benefit obligation is 6.00 (6.00 percent in the 2017 actuarial valuation) percent.

Pension fund assets are valued at actuarially determined market values. The expected rate of
return on plan assets is 6.90 percent. The actual return on plan assets was -2.1% percent in
2018. Plan assets include Canadian, US and International Equities and Fixed Income estimated
market value of $35,092,034 (2017 - $35,989,055).
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Notes to the Consolidated Financial Statements
March 31, 2019

5. Pension plans (cont’d)

The superannuation plan is a registered pension plan which allows employee contributions to be
tax deductible by the employee and investment earnings in the trust funds to be tax sheltered. In
order to maintain their registered status, the pension administrators must agree to administer the
plan in accordance with certain rules set forth by Canada Revenue Agency.

2018
Current year benefit cost $ 1,297,058
Interest on accrued benefit obligation 20,000
Actuarial gain (184,000)
Employee future benefit (gain} expense $ 1,133,056
6. Property taxes sote Decem2b0e1r?31
Commercial property tax $ 3,920,075 $ 3,078,110
Non-commercial property tax 6,688,108 5,190,208

$10,608,183 $_8,268316
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Notes to the Consolidated Financial Statements
March 31, 2019

8.

Accumulated surplus

The city aggregates its accumulated surplus in the following categories:

Reserve funds
Operating funds

Reserve funds

Balance, beginning of year

Allocations to reserves (net)

Balance, end of year

Comprised of

City

World Softball

Land Bank

Summerside Raceway

54/56 Central St (Central Suites)
Economic Development

Culture Summerside

Parkland Dedication

Parks and Greenspaces

Financial Reserve

Financial Reserve — Future Capital Expenditures
Future Spending — Public Works
Capital Campaign — Debt Reduction
Debt Reduction

Electric Utility

Electric Generator
Elecfric Distribution
Future Spending

Water & Sewer Utility

Future Spending
Debt Reduction

SCN Utility

Debt reduction

December 31

2019 2017
$ 11,930,691 $ 6,436,063
137428931 _130.242630

$ 149,359,622 $ 136,678,693

$ 6,436,063 $ 4,566277
5,494 628 1,869,786

$ 11,930,691 $ 6,436,063
$ 49,172 § 46,600
16,503 16,503
394,240 338,489
74,0583 36,804
205,000 175,000
75,000 -

84,338 80,170

933 -

2,114,903 1,027,500
1,959,230 753,230
240,000 240,000
207,237 108,631
387,952 -
§0,000 50,000

53,748 53,748
3,716,665 2,133,107
2,238,724 1,363,286
50,000 -

12,995 12,995

$ 11,930,691 $ 6,436,063
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Notes to the Consolidated Financial Statements

March 31, 2019

8. Budget

Fublic Sector Accounting Standards require a comparison of the results for the period with those originally plan ned on the
same basis as that used for actual results. The fiscal plan in the statement of operations and statement of changes in net
debt has been adjusted to be presented on a consistent basis as actual results. Below is a reconciliation of the figures
from the approved fiscal plan to the consolidated financial statements:

Revenue

Property Taxes

Government Transfers
Equalization
Municipal Support Credit
Infrastructure
Other

Wind Energy Sales

Sale of Electricity

Sale of Water & Sewer Services

ETS Program Sales

Fines and costs

Loss on sale

Third Party Revenue

Total Revenue

Expenses

General Government

Recreation programs

Protective services

Transportation Services

Electric Utility

Water & Sewer Utility

Total Expense

Annual Surplus/[Deficit)
Capital Expenditures

Approved Budget

Annual Surplus

Changein Intangible

Change In Inventory

Acquisition of Tangible Capital Assets
Amortization of Tangible Capital Assets
Debt Principal Repayment

Change in Net Financial Debt

Add:
Allocation of Budget per
Approved Less: Principal Add: Long Term Debt Less: Financial
Budget Debt Repayments Amortization Interest Eliminations Statements
10,320,045 10,320,045
3,539,196 3,539,196
5.468,966 5.468,966
1,490,163 1,490,163
3,315,821 3,316,821
28,679,808 2,417,180 26,262,628
7,086,660 674,691 6,411,969
194,774 1,769 193,005
120,000 120,000
3,147,149 280,664 2,866,485
63,363,582 - - 6,691,125 56,672,457
6,760,397 3,216,099 1,254,937 [1,691,661} 812,019 2,295,555
6,645,758 2,056,997 1,345,680 777,353 9,271,082
5,905,587 249,350 35,587 79,629 6,110,895
3,806,478 1,811,641 310,394 648,534 5,279,579
28,703,036 2,018,883 1,046,263 3,650,653 24,079,763
7,086,660 1,314,500 1,258,484 722,537 6,307,707
58,907,916 6,549,882 7,677,672 - 6,691,125 53,344,581
4,455,666 3,327,876
{4,281,089)
174,577
Approved Flscal
Plan Adjustments Adjusted Plan
174,577 3,153,299 3,327,876
(207,007) (207,007}
(10,381,212) (10,381,212)
7,677,672 7,677,672
6,549 882 6,549,882) -
{3,656,753) 4,074,082 417,329
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Notes to the Consolidated Financial Statements
March 31, 2019

10. Commitments and contingencies

The City has been named as defendant in several legal actions and is subject to various risks
and contingencies arising in the normal course of business. The City is defending itself against
these legal actions. The likelihood of any liability is not determinable at this time.

Two agreements for the purchase of power have been signed. The first agreement, which
terminates in October 2028, is with West Cape Wind Energy Inc. for the purchase of wind
generation power. The second agreement, which is with NB Power will terminate August 31,
2019.

The City has a maintenance agreement with Vestas—Canadian Wind Technology, Inc. Under
the terms of the agreement the City is committed to an annual fee of $99,637 per turbine until
December 2024. The annual fee shall be adjusted annually using the CPI index. In 2018 this
fee will be $106,579 per turbine.

The City has agreed to pay Slemon Park Corporation $85,000 annually until 2029 in connection
with the development and operation of the wind farm.

During 2014, the City sold its internet service utility (SCN) to a third party. Under the terms of the
agreement the City will receive a base price for the customer base and the operational assets. If
the utility reaches certain future operational benchmarks additional consideration could be
received by the City. The City has recorded the base proceeds in 2014. Any additional revenues
will be recognized when the City is entitled to future payment.

In 2017 the City entered into the PEI-NB Interconnection Facilities Debt Collection Agreement
with the Province of Prince Edward Island, Prince Edward Island Energy Corporation and
Maritime Electric. This agreement, with a term of March 1, 2017 to February 28, 2056 or unil
such time the debt has been paid in fuli, outlines the City's share of entitlement of available
import capacity (10.1%) from NB to PEI over the Interconnection Facilities and the contributing
payments towards the debt. Fom March 1, 2017 until the end of the first five years of this
agreement the monthly payment will be $30,123.41 plus HST. At the end of the first five year
period and each subsequent five year period the debt coliection rate will be adjusted based on
the contribution ratio and interest rate available to the Energy Corporation.
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Notes to the Consolidated Financial Statements
March 31, 2019

11. Segmented Reporting

The City is a diversified municipal unit that provides a wide range of services to its citizens. For
management reporting purposes the City's operations and activities are organized and
reported by fund. Funds were created for the purpose of recording specific activities to attain
certain objectives in accordance with special regulations, restrictions or limitations. City
services are provided by departments and their activity is reported in these funds. The services
provided by these departments are as follows:

General Government

This segment includes departments that are responsible for the overall financial and local
government administration. The tasks include, but are not limited to, daily accounting functions,
preparation and coordination of the annual audited financial statements, coordination of the
development of the annual budget, human resource functions for the entire municipal unit,
economic development initiatives and maintenance of bylaws and policies. This would also
include administrative and policy support for the Mayor and all members of City Council.

Recreation Programs
This segment is responsible for providing sports, recreation, cultural and leisure opportunities

to the City's residents.

Protective Services
The City is responsible for providing police and fire protection for its residents. Other protective
services provided include animal control.

Transportation Planning and Engineering
Services provided by our Public Works and Technical Services department are included in this

segment. The following tasks are delivered by these departments: street maintenance, snow
removal, planning and engineering services in the areas of land use and development and
infrastructure.

Electric Utility
The City owns and operates its own electric utility, Summerside Electric. Operations include

the purchase, sale, production, transmission and distribution of electricity to utility customers.

Water and Sewer Utilities

The City owns and operates its own water and sewer utilities. Operations of these two utilities
include: provision of potable water to residents, maintenance and operation of the wastewater
treatment plant, lagoons and sewer lift stations.

12. Comparative Figures

Certain comparative figures have been reclassified to conform to the current year's presentation.




626°080°TT $ - $ 598'sPT’s $ twe'tzo'y S (6r1'zE9’e}l ¢ (119'z0s'9) ¢ (BIEZ9S'Z} ¢ eevIsoOZ ¢ {(3pyap) snidins [enuuy
8b6'9T2'TS (ez'v19°2) +19°88'S 086'86L'ST 9R9°8£9'S 603°188'9 £06°E(86 EBB'LSL'S
6£0°000 YT PEITS = - 0L vE 0
€LE'BT9E ££8'669 T65'69L 668997 0ES'vZ £00°G9€T (41354 15a493u)
u9'L9'L - ¥Br'esT'T £9Z°9t0°T We'TIZ'T 05€°64T £66'950°T L£6'VSET uonezowy
6YS'PE6'ET {£zL'v19'L} TT0'8LT'T 509°765°07 oTr'6L5T ZVE'6YS'T £88'SETE BT0'vLv'T SIIAIBS 1 SPOOD)
STE'9ES'9T - 0'Lr9'T 9ZRCEE'E 62.'186 9gepo0's LT0'9TE'E 9TE'T6L'Z sJyauag ;g sauejes
saumjpuadxy

LIS'LOE'Y9 (LzL'v19's) GLY'EE0'TT $29°9Zr0E LE5'956'T 866'v3E S8STIE' T8£'608'ST
TLL'OEE (z08'8.2) - z €0t ETFOPT 165950 PTI93LT anuaaas Ayed pajyr
£9F'SLT o = = = £9P'SLT n c 51500 pue saty
6/8'€0T {69£T) e 8¥9'S0T - . - s3|es wesdold 28e1015 jeunsayl aiaR
681'829'9 (ebT'599) BEEEGTL . - - $II{AIDS 13M 3G 19 131N JO IjES
STTS8'LT (vEL'BSYT) s 988°0TE0F Apupag jo aes
S (EL2'01TW) S = : = ELTOTZY sajes Af1aug puim
1£9°0L o e 060'0T 005'sZ {5560} 966'TY - 12430
S08°L8'S THTObL'E C ¥E9'889'T Lio'aL S66'T1T 856'6ZT aunniseyu;
78S TP09 - - - - - 85°27r0'9 Jeln Loddng edpiunp
TLZ'TEYE - - g S E b TLT'TES'E uonez|ienbs

$13J5UL1) JUIWILIIACD
£81°809°0T $ - $- g - S - $ S - $ E8T809°0T ¢ soxe Apadold
(3773 uopeRUWE AR Jamas Aen Buussuiiiug [T sweidaiy  JUAWEAOD sanuanay
paiepijosuc) wanem uP3f3 8 Bupuuely annaa0ld uoneanay je1auan

uonpeyodsuel)
610Z ‘L€ Yyotew

ainso|asiq pajuawbag jo a|npaysg

- N



rZ

590'0£9°0T $ = $ 0t'095°€ $ SEEUSTY ¢ g9L'st ¢ (sss'zot's) ¢ {Z0€'296'9)  § ZSTTYEVT $ (3p1op) smdans [enuuy
9EP'ESS‘TY {062'129S) 86E£°986"Y ISP'PE8'8T £89°071'Y LES'60T'S 85¢'099'8 96861
05878 s 6LT'6 67ZL # L - et JB8yI0
L7006 = OES'E95 189'585 0E6'6E7 YEETT £P6'002°T 652'108 1sauB|
S6L'TEV'L - £9T°SeT'T Tot've8 66ETTLT BLLT 907907 8L6'BYZT uoneziLowy
28 'E0T 8T (062°179'S) 060'906'T L1S'8I8YT SI6'18L'T LTLT6T'E TBE'ESB'T TREELT'T SAVIALTS R SpoOD)
SULVELTT - ZEV'ZBTT €955 SEY'ER9 POT'LTEE 958'SES‘T SEE'VLLT Sijauag 13 sauees
sainypuadng
T0S'€22'2S (06¢°T29'S} 898958 Lv3IST'EL SSEIE'y T86°THT 956'263'T €8T'6EL'6L
GET'EER'T {Zp0'€0T) = £6T'6T £0€°00T ZELLSR'T 6v3'85L anuaaas Ayed payi
626'52T - o - BI6°ETT - - 51500 PUE S3uly
€2T'99 {brear) o LET'SR S . - s3jes weiSoiy 38el0)S (ewray) 01933
ZLT'6aTS (eTs'ze8) SBRT0L’S - - - $IINIDG 1IMAS | JSIBA JO 3JBS
0PL'999'6T (6eB'szR T} - 6L5°T6F'TC S . Apuegg Jo afes
e (zsz'v1'e) = = = C BT'THTE sajes ABuauz puim
611" - 006°T TETYOT - - (5:8°8LT) t9Z'9TE d3U10
TE6°E29'8 = £80'Z8'T 000005'T 85TETTY 00L°4T 000'vT 06892 aINNNSEU|
L9v'£68"Y S S S - - - 197168 uesn poddns jedmivnpy
STT'0EEZ s - - STT0EE'T ucnez|jenby
SIFYSURI JUIWILLIBAQLD)
9TEBIZ'E S - $ - $ - S- $- S - $ 9TE'892g $ saxe3 Apiadosg
LT0Z ‘TE Jaquuadaq uopeufty Anan Jamas Asnian Bupasu|uz SOIIBS sweadalg JUIURLIBAOD SINUIADY
paIEpljOSULO) g damepm appagg 7 Sujuuelg aAIAN0NY uoneansy |B13UdE
uoneyodsues),
6102 ‘1€ Ydie

ainsojasig pejuswbeag jo a|npayog

e



