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MANAGEMENT REPORT
December 31, 2021

The Mayor and Council of the District of Port Hardy has delegated the responsibility for the integrity and
objectivity of the financial information contained in the consolidated financial statements to the management
of the District of Port Hardy. The consolidated financial statements which, in part, are based on informed
judgments and estimates, have been prepared by management in accordance with Canadian public sector
accounting standards, which have been applied on a basis consistent with that of the preceding year.

To assist in carrying out their responsibility, management maintains an accounting system and internal
controls to provide reasonable assurance that transactions are properly authorized and recorded in compliance
with legislative and regulatory requirements and that financial records are reliable for preparation of the
financial statements. These systems are monitored and evaluated by management.

The District of Port Hardy's independent auditors, Chan Nowosad Boates Inc., Chartered Professional
Accountants, are engaged to express an opinion as to whether these consolidated financial statements present
fairly the District of Port Hardy's consolidated financial position and operating results in accordance with
Canadian public sector accounting standards. Their opinion is based on procedures they consider sufficient to
support such an opinion.

The consolidated financial statements have, in management's opinion, been properly prepared within
reasonable limits of materiality and in accordance with Canadian public sector accounting standards. These
statements present, in all significant respects the consolidated financial position of District of Port Hardy as at
December 31, 2021.

Deborah Bodnar, CPA, CMA
Director of Finance

August 3, 2022



CHAN NOWOSAD BOATES

CHARTERED PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT
To the Mayor and Council of the District of Port Hardy
Opinion

We have audited the accompanying consolidated financial statements of the District of Port Hardy (the "District"), which
comprise the consolidated statement of financial position as at December 31, 2021, and the consolidated statements of
operations, changes in net financial assets and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information (hereinafter referred to as the "consolidated financial statements").

In our opinion, the District's consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the District as at December 31, 2021, and of its consolidated financial performance and its cash flows for
the year then ended. The consolidated financial statements have been prepared by management in accordance with Canadian
public sector accounting standards.

Basis of 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 District 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 of our opinion.
Responsibilities 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 District’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management intends for the District to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for over-seeing the District’s financial reporting process.
Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 to
influence the economic decisions of the users taken on the basis of these consolidated financial statements.

Campbell River Office: 980 Alder Street, Campbell River, BC VOW 2P9 | Tel: 250.286.0744 | Fax: 250.286.1067 | Toll Free: 1.888.262.4829
Courtenay Office: #201 — 1532 Cliffe Avenue, Courtenay, BC V9N 2K4 | Tel: 778.225.11010 | Fax: 778.225.1011
Email: cnb@cnbcpa.ca | www.cnbcpa.ca



Auditors' Responsibilities for the Audit of the Financial Statements (continued)

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 resulting 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.

° 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
District’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 related to events or conditions that may cast
significant doubt on the District’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated 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. However, future events or conditions may cause the District
to cease to continue as a going concern.

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

° 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 internal control that we identify
during our audit.

Other Matters
The consolidated financial statements for the year ended December 31, 2021, from which comparative financial information

within the consolidated financial statements are presented from, were audited by another Chartered Professional Accounting
firm who issued an unqualified audit opinion on May 11, 2021.

(Chon Nowsnd  Bonba Toe

Chartered Professional Accountants
Campbell River, BC

August 3, 2022



DISTRICT OF PORT HARDY

Consolidated Statement of Financial Position

December 31, 2021 2021 2020
FINANCIAL ASSETS
Cash (Note 2) $ 12,345,025 § 10,600,383
Accounts Receivable (Note 3) 2,132,678 2,620,749
Investment in Government Business Enterprises (Note 4) 225,416 251,480
Tax Sale Properties 5,709 16,415
Land Held for Resale 7,035 7,035
14,715,863 13,496,062
LIABILITIES
Accounts Payable (Note 5) 966,845 1,466,886
Deposits 30,700 39,400
Deferred Revenue (Note 6) 701,358 293,494
Long Term Debt (Note 7) 1,166,379 1,409,139
2,865,282 3,208,919
NET FINANCIAL ASSETS 11,850,581 10,287,143
NON-FINANCIAL ASSETS
Prepaid Expenses 43,616 33,329
Inventory 191,821 196,509
Tangible Capital Assets (Note 8) 42,693,766 42,868,019
42,929,203 43,097,857
ACCUMULATED SURPLUS (Note 12) $_ 54,779,784 $__ 53,385.000

Contingent Liabilities (Note 10)

Approved by:

i

— = —_— \“\MM&&DY

-

Mayor ~ Chief Administrative Officer



DISTRICT OF PORT HARDY

Consolidated Statement of Operations

Year Ended December 31, 2021

Revenues

Taxation

Payments in Lieu of Taxes
Sale of Goods and Services
Other Income

Loss from Government Business Enterprises

Government Transfers (Schedule 1)

Expenditures

General Government Services
Transportation Services
Protective Services
Environmental Health Services
Recreation and Culture
Community Development
Water

Sewer

Annual Surplus
Accumulated Surplus - Beginning of Year

Accumulated Surplus - End of Year

2021
Budget Actual 2020
(Note 13)

$ 3,346,921 § 3,185,012 $ 3,099,861
173,089 234,552 243,702
3,801,762 4,016,269 3,967,057
401,494 476,855 467,895
- (26,064) (21,089)
8,414,343 2,977,349 3,882,517
16,137,609 10,863,973 11,639,943
1,141,888 1,291,572 981,894
1,189,284 2,238,412 2,043,171
1,585,725 675,519 657,391
296,878 329,468 298,483
1,853,043 1,747,361 1,459,844
243,421 197,478 180,448
1,704,932 1,614,104 1,621,010
1,495,080 1,375,275 1,344,522
9,510,251 9.469.189 8,586,763
6,627,358 1,394,784 3,053,180
53,385,000 53,385,000 50,331,820

$60.,012,358 $54,779,784

$53,385,000



DISTRICT OF PORT HARDY

Consolidated Statement of Change in Net Financial Assets

Year Ended December 31, 2021

Annual Surplus
Acquisition (Use) of Prepaid Expenses
Acquisition (Use) of Inventories
Net Acquisition of Tangible Capital Assets
Amortization of Tangible Capital Assets

Net Financial Assets - Beginning of Year

Net Financial Assets - End of Year

2021
Budget Actual 2020
(Note 13)

$ 6,627,358 $ 1,394,784 $ 3,053,180
- (10,287) 6,601
- 4,688 (45,335)
(12,215,321) (1,985,347) (2,655,367)
1,965,000 2,159,600 2,197,802
(3,622,963) 1,563,438 2,556,881
10,287,143 10,287,143 7,730,262

$.6.664.180 $11,850,581

$10,287,143



DISTRICT OF PORT HARDY

Consolidated Statement of Cash Flows

Year Ended December 31, 2021 2021 2020
Cash Flows From Operating Activities:
Annual Surplus § 1,394,784 § 3,053,180
Items Not Involving Cash
Amortization of Tangible Capital Assets 2,159,600 2,197,802
Disposal of Tangible Capital Asset 32,214 -
3,586,598 5,250,982
Changes in Non-Cash Operating Balances
Accounts and Taxes Receivable 488,071 (276,458)
Tax Sale Properties 10,706 2,872
Land Held for Resale - 16,588
Accounts Payable (500,041) 424,990
Deposits (8,700) (200)
Deferred Revenue 407,864 41,362
Inventory 4,688 (45,335)
Prepaid Expenses (10,287) 6,601
3,978,899 5,421,402
Cash Flows From Capital Activities:
Purchase of Tangible Capital Assets (2,017,561) (2,655,367)
Cash Flows From Investing Activities:
Distributions from Government Business Enterprises - 90,000
Loss from Government Business Enterprises 26,064 21,089
26,064 111,089
Cash Flows From Financing Activities:
Proceeds from Long Term Debt - 175,000
Repayments of Long Term Debt (242,760) (209,294)
(242,760) (34.,294)
Increase in Cash 1,744,642 2,842,830
Cash - Beginning of Year 10,600,383 7,757,553
Cash - End of Year § 12,345,025 $_ 10,600,383




DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

The District of Port Hardy (the "District") was incorporated as a municipality in 1966 under the provisions of the
British Columbia Municipal Act. Its principal activities are the provision of local government services to the
residents of the District. These services include general government administration, bylaw enforcement, planning
and land use, building inspection, fire protection, parks and recreation, water distribution and sewer collection,
wastewater disposal, garbage and recycling services, and road and street maintenance.

1. Significant Accounting Policies:

a)

b)

c)

d)

e)

Basis of Presentation:

The District prepares its consolidated financial statements in accordance with Canadian public sector
accounting standards using guidelines developed by the Public Sector Accounting Board ("PSAS") for the
Chartered Professional Accountants of Canada.

Basis of Consolidation:
The consolidated financial statements include the accounts of the District's government administration and Port
Hardy Economic Partners Corporation.

All controlled entities are consolidated on a line-by-line basis except for commercial enterprises, which meet
the definition of a Government Business Enterprise, which are included in the consolidated financial statements
on a modified equity basis. Inter-organizational balances and transfers are eliminated upon consolidation.

Under the modified equity method of accounting, only the District's investment in the business entities and the
entities' net income and other changes in equity are recorded. No adjustment is made for accounting policies of
the entities that are different from those of the District, except that any other comprehensive income of the
business entities is accounted for as an adjustment to the accumulated surplus or deficit. Inter-organizational
transactions and balances are not eliminated for the business entities. The District accounts for its 33% interest
in the North Island Community Forest Limited Partnership as well as North Island Community Forest Ltd. on
the modified equity basis.

Cash:
Cash consists of cash on hand and demand deposits. Cash subject to external restrictions that prevent its use for
current purposes is reflected in restricted cash.

Inventory:

Inventory is valued at the lower of cost and net realizable value. Cost is determined by the weighted average
method. Inventory for resale is recorded at lower of cost or net realizable value as a financial asset. Inventory of
supplies is recorded at the lower of cost or net realizable value as a non-financial asset.

Investment in Government Business Enterprises:
Investment in Government Business Enterprises are accounted for using the modified equity method.

Tangible Capital Assets:

Tangible capital assets are recorded at cost less accumulated amortization and are classified according to their
functional use. Cost includes amounts that are directly related to the acquisition, design, construction,
development, improvement or betterment of the assets. Amortization is recorded on a straight-line basis over
the estimated useful life of the tangible capital asset commencing once the asset is in use. Donated tangible
capital assets are recorded at fair value at the time of the donation.



DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

1. Significant Accounting Policies (continued):

f)

)

h)

»

Tangible Capital Assets (continued):
Estimated useful lives of tangible capital assets are as follows:

Land Improvements 10 to 40 years
Buildings 20 to 80 years
Computer Equipment 4 to 10 years
Furniture and Equipment 5 to 10 years
Vehicles and Machinery 5 to 20 years
Paving and Lighting 10 to 60 years
Sewer Infrastructure 10 to 100 years
Water Infrastructure 10 to 100 years

Collection of Taxes on Behalf of Other Taxation Authorities:

The District collects taxation on behalf of other entities. Such levies, other revenues, expenses, assets and
liabilities with respect to the operations of these other entities are not reflected in these financial statements.
Levies imposed by other taxing authorities are not included as taxes for municipal purposes.

Deferred Revenue:
Funds received for specific purposes which are externally restricted by legislation, regulation or agreement and
are not available for general municipal purposes are accounted for as deferred revenue on the statement of
financial position. The revenue is recognized in the statement of operations in the year in which it is used for
the specific purpose.

Revenue Recognition:
Revenues are recorded on the accrual basis of accounting and are recorded in the period in which the
transaction or events occurred.

Taxes are recorded at estimated amounts when they meet the definition of an asset, have been authorized and
the taxable event occurs. Tax revenue is initially measured at management's best estimate of the amount
resulting from the original taxable event in accordance with tax legislation. Through the British Columbia
Assessment's appeal process, taxes may be adjusted by way of supplementary roll adjustments. The affects of
these adjustments on taxes are recognized at the time they are awarded. Charges for utility usage are recorded
as user fees. Connection fee revenues are recognized when the connection has been established.

Government transfers, which include legislative grants, are recognized when received if the transfer is
authorized and any eligibility criteria are met, except to the extent that transfer stipulations give rise to an
obligation that meets the definition of a liability.

Sale of goods and services and other revenues are recognized when the service is provided or the amount is
earned, when the amount can be estimated and when collection is reasonably assured. Amounts received in
advance of services being rendered are recorded as deferred revenue until the District discharges the obligation
that led to the collection of the funds.

Administration Apportionment:

A percentage of certain budgeted general government services expenses of the District has been allocated to
other functions. These expenses include wages of administrative staff and the public works supervisor and
utility discounts. Wages are allocated based on actual time spent in various segments, and utilities discounts are
allocated based on the percentage of utilities revenue that relates to each segment.



DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

1. Significant Accounting Policies (continued):

k)

)

m)

Financial Instruments:

Financial instruments consist of cash, accounts receivable and accounts payable. Unless otherwise noted, it is
management's opinion that the District is not exposed to significant interest rate, currency or credit risk arising
from these financial instruments.

Use of Estimates:

The preparation of financial statements in conformity with Canadian public sector accounting standards
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements, as well as
the reported amounts of revenue and expenses during the reporting period.

Significant areas requiring the use of management estimates are the collectability of accounts receivable,
estimates of contingent liabilities, the provision of amortization and the estimation of potential environmental
liabilities. Actual results could differ from management's best estimates as additional information becomes
available in the future.

Liability for Contaminated Sites:

Governments are required to accrue a liability for the costs to remediate a contaminated site. Liabilities are
recognized when an environmental standard exists, contamination exceeds the standards, the government has a
responsibility for the remediation, future economic benefits will be given up, and a reasonable estimate can be
made. The estimated liability includes all costs directly attributable to remediation activities and is reduced by
expected net recoveries.

Management has assessed its potential liabilities for contaminated sites including sites that are no longer in
productive use and sites which the District accepts responsibility. There is one former landfill site that contains
contamination in excess of an environmental standard requiring ongoing monitoring. The estimated costs to
continue monitoring the site are not expected to be significant to the financial statements, therefore no liability
was recognized as at December 31, 2021 or December 31, 2020.

2. Cash:

2021 2020

Cash $ 324,114  $ 4,656
CIBC High Interest Savings 11,978,707 10,553,843
Restricted Cash - Cemetery 42,204 41,884

$_ 12,345,025 $_ 10,600,383

The CIBC high interest savings account is earning interest at 0.80% per annum (2020 - 1.23%).

10



DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

3. Accounts Receivable:

2021 2020
Property Taxes and Utilities $ 1,517,530 $ 1,600,413
Other Governments 414,345 900,650
Trade and Other 565,555 467,988
Allowance for Doubtful Accounts (364.752) (348.302)

$_ 2,132,678 $__ 2,620,749

4. Investment in Government Business Enterprises:

The District has a 33% ownership interest in North Island Community Forestry Ltd. (NICFL) and North Island
Community Forest Limited Partnership (NICFLP). The investments in NICFL and NICFLP are reported as a
government business enterprise and accounted for using the modified equity method.

As a government business enterprise, the NICFLP is required to report under International Financial Reporting
Standards (IFRS). In the prior and current years, the NICFLP financial statements were prepared under Canadian
Accounting Standards for Private Enterprises (ASPE). Any differences between ASPE and IFRS are considered to be
insignificant.

The summary of the District's investment in government business enterprises is as follows:

2021 2020
NICFLP $ 203,389 $ 229,193
NICFL 22,027 22,287

$ 225,416 $ 251,480

The condensed supplementary financial information of the District's investments in government business enterprises
is as follows:

2021 2020
Total Assets $ 698,753 § 795.226
Total Liabilities 24,008 42,289
Total Equity 674.745 752,937
Total Liabilities and Equity 698.753 795.226
Revenue 4,558 6,480
Expenses 82,751 69.746

Net Loss $ (78.193) $ (63.266)

11



DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

5. Accounts Payable:

2021 2020
Other Governments $ 88,098 §$ 557,009
Trade and Other 480,039 610,524
Payroll Liabilities 398,708 299,353

$ 966.845 $__ 1.466.886

6. Deferred Revenue:

2020 Collections Transfers 2021
Prepaid Taxes $ 65240 $ 89,501 $ 65,240 $ 89,501
Prepaid Fees and Charges 29,938 30,877 29,938 30,877
Other Deferred Revenue 198,316 542,847 160,183 580,980

$ 293494 § 663,225 § 255,361 $ 701,358

7. Long Term Debt:

The District has debt instruments through the MFA obtained for the purposes of funding capital initiatives approved
under loan authorizations. Equipment is financed over a five year period with the exception of the Fire Department
Ladder truck purchased in 2017 and fire fighting equipment purchased in 2019. Both loans are amortized over a
twelve year period with a five year term. The total balance outstanding at year end is as follows:

2020 Additions Repayments 2021

2017 Fire Ladder Truck $ 824,055 $ - $ 92,048 $ 732,007
2018 Dedge Dump Truck 42,650 - 21,855 20,795
2019 International Hook Truck 112,434 - 48,371 64,063
2018 Nissan Rogue 13,359 - 5,551 7,808
2020 Fire Fighting Equipment 191,065 - 22,582 168,483
2020 Generator-Civic Center 64,782 - 17,339 47,443
2020 Seagate Pier Repairs 160,794 - 35,014 125,780

$1.409,139 $ - $_ 242,760 $1.166,379

Interest is calculated daily on a variable rate basis at a 0.5% spread on top of the CDOR (Canadian Dealer Offered
Rate). In 2021, the rate varied between 1.25% and 1.53% (2020 - 0.91% to 1.99%). At December 31, 2021 the rate
was 1.25% (2020 - 0.91%). The interest expense on the debt in the year ended December 31, 2021 is $12,107 (2020
- $24,368).

Future payments on net outstanding debt over the next five years and thereafter are as follows:

2022 $§ 196,632
2023 93,559
2024 67,517
2025 18,995
2026 and beyond 789,676

$1.166.379

12



DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

8. Tangible Capital Assets:

Cost Accumulated Amortization Net Book Value
Opening  Additions Disposals  Closing Opening Amort Disposals  Closing 2021 2020
General Capital Assets
Land and Land
Improvements $ 6,997,657 § 46487 $ - $ 7,044,144 $ 2475273 $ 127,658 $ - $ 2,602,931 $ 4441213 $ 4,522,384
Buildings 10,902,123 3,035,143 42514 13,894,752 7,400,088 207,736 16335 7,591,489 6303263 3,502,035
Computer Equipment 236,010 - - 236,010 213,939 8,526 - 222,465 13,545 22,071
Furniture & Equipment 405,068 - - 405,068 404,184 884 - 405,068 - 884
Vehicles & Machinery 5,871,535 39,138 55,866 5,854,807 3,344,024 266,494 49,831 3,560,687 2,294,120 2,527,511
Work in Progress 2,212,782 (1,444,598) - 768,184 - - - - 768,184 2,212,782
Engineered Structures
Paving and Lighting 26,540,167 231,361 - 26,771,528 15,041,498 620,026 - 15,661,524 11,110,004 11,498,669
Sewer Infrastructure 17,151,218 80,054 - 17231272 8,492,848 437,322 - 8930170 8301,102 8,658,370
Water Infrastructure 19,174,213 29.976 - 19,204,189 9,250,900 490,954 - 9,741,854 9,462,335 9,923313

$89.490,773 $_2,017.561 $ 98,380 $91.409.954 $46,622,754 $_2.159.600 $ 66,166 $48.716,188 $42,693.766 $42.868.019

Included in Work in Progress at December 31, 2021 are capitalized costs for various capital projects that are not
presently being amortized as a result of the projects still being in progress at year end. The assets are expected to be
placed into use during the year ending December 31, 2022 or in future years, at which time amortization will be
taken.

9. Collections for Other Governments:

2021 2020

Province of British Columbia - School Tax $ 1421111 $§ 1,173,831
Regional Hospital District of Mount Waddington 489,363 450,896
Mount Waddington Regional District 172,318 157,202
Vancouver Island Regional Library 159,480 160,693
Municipal Finance Authority 108 104
British Columbia Assessment Authority 23,774 23,179
Province of BC - Police Tax 210,948 208,662

§_2477,102 $__ 2,174,567

13




DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

10. Contingent Liabilities:

(a) The District is a subscripted member of the Municipal Insurance Association of British Columbia as
provided by section 3.02 of the Insurance Act of the Province of British Columbia (the "Exchange").
The main purpose of the Exchange is to pool the risks of liability so as to lessen the impact upon any
subscriber. Under the Reciprocal Insurance Exchange Agreement, the District is assessed a premium
and a specific deductible for claims based on its population. The obligation of the District with respect
to the Exchange and/or contract and obligation entered into by the Exchange on behalf of its
subscribers in connection with the Exchange are in every case several, not joint and several. The
District irrevocably and unconditionally undertakes and agrees to indemnify and save harmless the
other subscribers against liability losses and costs which the other subscriber may suffer.

(b) As a member of the Regional District of Mount Waddington, the District is responsible for its portion
of operating deficits or the long-term debt related function in which it participates.

11. Pension Plan:

The District and its employees contribute to the Municipal Pension Plan (a jointly trusteed pension plan). The board
of trustees, representing plan members and employers, is responsible for administering the plan, including
investment of assets and administration of benefits. The plan is a multi-employer defined benefit pension plan. Basic
pension benefits are based on a formula. As at December 31, 2020, the plan had about 220,000 active members and
approximately 112,000 retired members. Active members include approximately 42,000 contributors from local
governments.

Every three years, an actuarial valuation is performed to assess the financial position of the plan and adequacy of
plan funding. The actuary determines an appropriate combined employer and member contribution rate to fund the
plan. The actuary’s calculated contribution rate is based on the entry- age normal cost method, which produces the
long-term rate of member and employer contributions sufficient to provide benefits for average future entrants to the
plan. This rate may be adjusted for the amortization of any actuarial funding surplus and will be adjusted for the
amortization of any unfunded actuarial liability.

The most recent actuarial valuation for the Municipal Pension Plan as at December 31, 2018, indicated a $2,866
million funding surplus for basic pension benefits on a going concern basis.

The District paid $203,405 (2020 - $173,394) of employer contributions while employees contributed $180,192
(2020 - $152,109) to the plan in fiscal 2021.

The next valuation will be as at December 31, 2021, with results available in 2022.
Employers participating in the plan record their pension expense as the amount of employer contributions made
during the fiscal year (defined contribution pension plan accounting). This is because the plan records accrued

liabilities and accrued assets for the plan in aggregate, resulting in no consistent and reliable basis for allocating the
obligation, assets and cost to individual employers participating in the plan.

14



DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

12. Accumulated Surplus:

The District segregates its accumulated surplus in the following categories:

2021 2020
Accumulated Surplus
Operating Surplus $ 10,034,060 $ 9,186,236
Invested in Tangible Capital Assets 41,527,386 41,458,881
51,561,446 50,645,117
Reserves
Buildings 12,135 39,158
Computers 5,192 5,150
Equipment Replacement 219,717 111,278
General Capital Works 4,277 26,023
Park Development 42,135 41,793
Recreational Facilities 144,713 143,538
Water Equipment Reserve 228,739 152,194
Sewer Equipment Reserve 152,494 101,463
COVID-19 Safe Restart Reserve (Schedule 4) 958,121 1,082,656
1,767,523 1,703,253
Water Reserve Fund 854,949 605,668
Sewer Capital Works 595,866 430,962
3,218,338 2,739,883
$ 54,779,784 §_ 53,385,000
Federal Gas Tax Funds:

Gas tax transfers are recorded as revenues when received. Unspent funds are included in Operating Funds Surplus:

2021 2020
Opening Balance $ 674,903 $ 696,107
Receipts 468,369 229,132
Interest Earned 21,840 8,424
Expenditures (154.,510) (258,760)

$ 1,011,102 § 674,903
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DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

13. Fiscal Plan:
The Fiscal Plan amounts represent the Financial Plan Bylaw adopted by Council on February 23, 2021.

The budget anticipated use of surpluses accumulated in previous years to balance against current expenditures in
excess of current year revenues. In addition, the budget anticipated capital expenditures rather than amortization
expense. The following schedule reconciles the approved bylaw to the amounts presented in the financial
statements.

2021

Financial Plan (Budget) Bylaw $ -
Add:

Capital Expenditures 12,215,321

Debt Principal Repayments 326,648
Less:

Debt Incurred (2,440,000)

Transfers from Reserves (1,509,611)

Amortization (1,965.000)
Annual Surplus Presented in Financial Statements $__ 6,627,358

14. Subsequent Events:

Subsequent to December 31, 2021, Council authorized the District to borrow up to $2,300,000 to revitalize the Port
Hardy Aquatic Centre. The loan is expected to be requested in the Spring of 2023 and received in the year ending
December 31, 2023.

15. Comparative Figures:

Certain comparative figures have been reclassified, where necessary, to conform with the current year's presentation.
2 b

16. Segmented Information:

The District's operations and activities are organized and reported by segment. Segments were created for the
purpose of recording specific activities to attain certain objectives in accordance with special regulation, restriction
or limitations. District services are provided by departments and their activities are reported in the segments. The
segmented information as disclosed in Schedules 2 and 3 reflects those functions offered by the District as
summarized below:

General Government Services — Provides services related to corporate and legislative administration, governance,
financial management, human resources and information technology.

Transportation Services — Delivers the municipal services related to maintenance of the roads, sidewalks, parks,
open space, street lighting and storm drains.
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DISTRICT OF PORT HARDY

Notes to Consolidated Financial Statements
December 31, 2021

16. Segmented Information (continued):

Protective Services — Comprised of the Volunteer Fire Department, the Emergency Preparedness coordinator,
building inspection and bylaw enforcement.

Environmental Health Services — Services related to the collection and disposal of solid waste and the recycling
program.

Recreation and Culture — Provides recreation and leisure services such as fitness and aquatic programs, the library
and the museum.

Community Development — Provides economic development services including downtown revitalization, grant
proposals and new business and development.

Water — Activities related to the water treatment plant and distribution system.
Sewer — Activities related to the treatment and collection system for waste water.

For each reported segment, revenues and expenses represent amounts that are directly attributable to the segment, in
addition to amounts that are allocated to each segment on a reasonable basis.
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DISTRICT OF PORT HARDY

Schedule 1 - Government Grants and Transfers to the District and Ratepayers

Year Ended December 31, 2021

Federal Government

Gas Tax
Other

Province of BC and Other Programs

General Fund
Small Communities Grant
Hotel Tax
COVID Safe Restart Grant
Other

General Capital
Infrastructure (Provincial)

18

2021
Budget Actual 2020
(Note 13)

§ 239,737$ 468,869 $ 229,132
- 67,994 -
239,737 536,863 229,132
573,029 619,000 597,310
118,577 182,019 112,203
- - 1,376,000
1,483,000 159,082 35,366
2,174,606 960,101 2,120,879
6,000,000 1,480,385 1,532,506

$ 8,414,343 $ 2,977,349

$ 3,882,517



DISTRICT OF PORT HARDY

Schedule 2 - Combined Statement of Operations by Segment
Year Ended December 31, 2021

Revenues

Taxation

Payments in Lieu of Taxes
Sales of Services

Loss on Investment
Government Transfers
Other Revenue

Expenses

Salaries and Benefits
Goods and Services
Contracted Services
Interest Expense
Amortization

Loss on Disposal of Assets

Annual Surplus (Deficit)

General Environmental
Government  Transportation Protective Health Recreation Community 2021 2021
Services Services Services Services and Culture Development Water Sewer Actual Budget
$ 3,185,012 $ -3 -3 -3 -3 - 8 -3 - $ 3,185,012 $ 3,346,921
234,552 - - - - - - - 234,552 173,089
- 453,232 81,015 340,428 111,937 - 1,589,356 1,440,301 4,016,269 3,801,762
(26,064) - - - - - - - (26,064) -
619,000 468,869 - - 1,480,385 409,095 - - 2,977,349 8,414,343
264.353 53.455 28.861 2.499 39,307 36,755 29917 21,708 476,855 401.494
4,276,853 975.556 109.876 342,927 1,631,629 445,850 1,619,273 1,462,009 10,863,973 16,137,609
934,536 589,251 147,250 28,980 888,102 1,741 396,173 295,079 3,281,112 3,296,392
119,902 584,538 167,468 44,242 349,089 23,724 624,929 467,906 2,381,798 3,185,890
209,509 316,255 204,161 256,246 167,158 172,013 102,048 174,968 1,602,358 1,020,433
12,107 - - - - - - - 12,107 42,536
15,518 742,333 156,640 - 316,833 - 490,954 437,322 2,159,600 1,965,000
- 6.035 - - 26,179 - - - 32,214 -
1,291,572 2,238.412 675,519 329.468 1,747,361 197.478 1,614,104 1.375.275 9.469.189 9,510,251
$ 2,985,281 $(1,262,856) $_ (565,643) $ 13,459 $_(115,732) $_ 248,372 $ 5,169 S 86,734 $ 1,394,784 $ 6,627,358
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DISTRICT OF PORT HARDY

Schedule 3 - Combined Statement of Operations by Segment
Year Ended December 31, 2020

Revenues

Taxation

Payments in Lieu of Taxes
Sales of Services

Loss on Investment
Government Transfers
Other Revenue

Expenses

Salaries and Benefits
Goods and Services
Contracted Services
Interest Expense
Amortization

Annual Surplus (Deficit)

General Environmental
Government  Transportation Protective Health Recreation Community 2020 2020
Services Services Services Services and Culture Development Water Sewer Actual Budget
$ 3,099,861 $ -3 -3 -3 -3 -3 - - $ 3,099,861 $ 3,284,267
243,702 - - - - - - - 243,702 171,592
- 453,423 81,574 326,319 92,150 - 1,643,198 1,370,393 3,967,057 3,904,626
(21,089) - - - - - - - (21,089) -
597,310 229,132 - - 1,532,507 1,523,568 - - 3,882,517 20,554,309
233,761 50,570 67.496 1,033 38,678 37.826 22,813 15,718 467,895 423,767
4,153,545 733,125 149,070 327,352 1,663.335 1,561,394 1,666,011 1,386,111 11,639,943 28,338,561
723,069 513,481 142,403 15,139 667,277 540 368,519 246,816 2,677,244 3,344,356
65,066 503,136 200,373 35,443 313,351 27,686 677,914 438,354 2,261,323 2,604,517
150,966 279,146 144,747 247,901 161,995 152,222 80,848 208,201 1,426,026 1,396,671
24,368 - - - - - - - 24,368 137,818
18.425 747,408 169.868 - 317,221 - 493,729 451,151 2,197.802 1,930,000
981.894 2,043,171 657,391 298.483 1,459,844 180,448 1,621,010 1,344,522 8,586,763 9.413.362
$ 3,171,651 $(1,310,046) S$_ (508,321) § 28,869 $_ 203,491 $ 1,380,946 S 45,001 41,589 $ 3,053,180 $18,925,199
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DISTRICT OF PORT HARDY

Schedule 4 - COVID-19 Safe Restart Grant - Unaudited
Year Ended December 31, 2021

The District received a grant of $1,376,000 under the COVID-19 Safe Restart Grant for Local Governments
in the year ending December 31, 2020. The details surrounding these funds are shown in the schedule below:

2021 2020

COVID-19 Safe Restart Funds Available $ 1,082,656 $ 1,376,000
Interest Earned 9,395 4,850
Eligible Costs

Revenue Shortfall 74,977 286,482

COVID Supplies - 11,303

Wages and Benefits 16,672 -

Equipment 19,138 -

COVID Contracted Services 23,143 409

133,930 298,194

Balance, December 31, 2021 $ 058,121 $ 1,082,656
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