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Tel: 403 342 2500 BDO Canada LLP
Fax: 403 343 3070 Millennium Centre
www.bdo.ca 600, 4909 - 49th Street

Red Deer AB T4N 1V1 Canada

Independent Auditor’s Report

To the Members of Council of the
City of Lacombe

We have audited the accompanying consolidated financial statements of the City of Lacombe, which
comprise the consolidated statement of financial position as at December 31, 2014, and the consolidated
statements of operations, change in net financial assets (debt) and cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory information.

Management's Responsibility for 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 consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the City of Lacombe as at December 31, 2014 and the results of its operations, change in its net
assets (debt) and its cash flows for the year then ended in accordance with Canadian Public Sector
Accounting Standards.

BDO Conncdy LLF

April 27, 2015
Red Deer, Alberta Chartered Accountants

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO Intemational Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms.



CITY OF LACOMBE
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED DECEMBER 31, 2014

2014 2013
$ $
FINANCIAL ASSETS

Cash and Temporary Investments (Note 2) 21,592,044 23,766,848
Receivables (Note 3)

Taxes and Grants-in-Place of Taxes Receivable 396,912 399,955

Trade and Other Receivables 3,790,864 2,779,479
Land Held for Resale Inventory 3,384,857 2,493,558

29,164,677 29,439,840

FINANCIAL LIABILITIES

Accounts Payable and Accrued Liabilities 3,151,863 2,828,168
Employee Benefit Obligations (Note 4) 774,373 781,959
Deposit Liabilities 1,514,839 1,684,459
Deferred Revenue (Note 5) 10,941,488 11,173,923
Long-Term Debt (Note 6) 7,729,457 9,012,010

24,112,020 25,480,519

NET FINANCIAL ASSETS (DEBT) 5,052,657 3,959,321
NON FINANCIAL ASSETS
Tangible Capital Assets (Schedule 1) 124,221,150 118,475,675
Inventory for Consumption 387,348 348,733
Prepaid Expenses 50,278 301,597

124,658,776 119,126,005

ACCUMULATED SURPLUS (Note 9) 129,711,433 123,085,326

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2014

Budget 2014 2013
$ $ $
REVENUE
Net Municipal Property Taxes (Schedule 2) 11,539,290 11,522,764 10,933,181
User Fees and Sales of Goods 9,731,661 9,688,439 8,210,302
Government Transfers (Schedule 3) 13,401,186 6,721,603 6,443,205
Penalities and Costs on Taxes 224,144 175,550 223,331
Development Levies - 478,836 115,009
Contributed Assets - 4,272,151 -
Franchise and Concession Contracts 887,414 958,722 921,732
Licenses and Permits 446,200 485,559 435,616
Rental Revenue 116,762 111,218 119,235
Return on Investments 70,955 167,605 143,228
Fines 422,455 999,981 314,246
Other 381,170 298,895 202,042
Total revenue 37,221,237 35,881,323 28,061,127
EXPENSES (Schedule 4)
General Government Services 2,935,216 2,840,253 3,152,348
Protective Services 4,002,172 4,345,456 3,869,317
Transportation Services 6,133,513 8,009,782 5,433,228
Water, Wastewater and Waste Management 6,902,165 7,231,527 6,204,237
Public Health and Welfare Services 452,163 416,815 412,006
Environmental Development Services 1,864,061 1,749,971 1,424,840
Recreation and Cultural Services 4,672,372 4,661,412 4,732,511
Total expense 26,961,662 29,255,216 25,228,487
EXCESS OF REVENUES OVER EXPENSES 10,259,575 6,626,107 2,832,640
ACCUMULATED SURPLUS 123,085,326 123,085,326 119,396,192
Equity in Lacombe Ambulance - - 856,495
ACCUMULATED SURPLUS, END OF YEAR 133,344,901 129,711,433 123,085,326

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE

CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS (DEBT)

FOR THE YEAR ENDED DECEMBER 31, 2014

EXCESS OF REVENUES OVER EXPENSES
Acquisition of Tangible Capital Assets
Contributed Assets
Proceeds on Disposal of Tangible Capital Assets
Amortization of Tangible Capital Assets
Loss (Gain) on Disposal of Tangible Capital Assets
Writedown of Capital
New Debt

Change in prepaid expense and inventory for consumption
INCREASE IN NET ASSETS

NET FINANCIAL ASSETS, BEGINNING OF YEAR
Equity in Lacombe Ambulance

NET FINANCIAL ASSETS (DEBT), END OF YEAR

Budget 2014 2013
$ $ $
10,259,575 6,626,107 2,832,640
(18,774,271) (6,311,948) (6,341,504)
- (4,272,151) -
- 13,987 25,033
4,679,771 4,679,771 4,239,554
- 81,024 401,453
- 63,843 -
4,251,730 - -
416,805 880,633 1,157,176
212,704 212,704 (411,560)
629,509 1,093,337 745,616
3,959,321 3,959,321 2,357,211
- - 856,495
4,588,830 5,052,657 3,959,321

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2014

2014 2013
$ $
OPERATING ACTIVITIES
Excess of Revenues over Expenses 6,626,107 2,832,640
Non-cash items included in excess of revenues over expenses:
Amortization of Tangible Capital Assets 4,679,771 4,239,554
Loss (Gain) on Disposal of Assets (28,958) 401,453
Tangible Capital Assets Received as Contributions (4,272,151) -
Net changes in non-cash working capital balances:
Taxes and Grants in Place of Receivables 3,043 215,708
Trade and Other Receivables (901,652) 7,924,172
Land Held for Resale Inventory (891,299) (222,845)
Inventory for Consumption and Prepaid Expenses 212,704 (411,560)
Accounts Payable and Accrued Liabilities 323,695 (2,296,559)
Employee Benefit Obligations (7,586) (45,335)
Deposit Liabilities (169,620) 435,903
Deferred Revenue (202,170) 1,855,866
Write Down of Capital Asset 63,843 -

5,435,727 14,928,997

INVESTING ACTIVITIES
Decrease (Increase) in Restricted Cash Balances (247,358) (1,918,387)
Equity in Lacombe Ambulance - 856,495

(247,358)  (1,061,892)

FINANCING ACTIVITIES

Long-Term Debt Repaid (1,282,554) (1,554,034)
Long-Term Debt - 1,650,000
(1,282,554) 95,966

CAPITAL ACTIVITIES:
Acquisition of tangible capital assets (6,311,948) (6,341,503)
Proceeds on sale of tangible capital assets 13,987 25,033

(6,297,961)  (6,316,470)

CHANGE IN CASH AND CASH EQUIVALENTS DURING THE YEAR (2,392,146) 7,646,601
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 10,653,712 3,037,127
CASH AND CASH EQUIVALENTS - END OF YEAR 8,261,566 10,683,728

CASH AND EQUIVALENTS - COMPRISED OF (Note 2.)
Cash and Temporary Investments 21,592,044 23,766,848

Restricted Cash (13,330,478) (13,083,120)

8,261,566 10,683,728

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE

SCHEDULE OF TANGIBLE CAPITAL ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2014 Schedule 1
Cost Amortization 2014 2013
Change in
Beginning of assets under Beginning of
year Acquisition  construction  Disposals  Write Down  End of year year Amortization  Disposals End of year $ $

Land 10,720,891 1,661,350 - - (57,970) 12,324,271 - - - - 12,324,271 10,720,891
Land improvements 5,410,654 270,668 - - - 5,681,322 2,192,578 267,042 - 2,459,620 3,221,702 3,218,076
Buildings 27,263,434 67,653 - - (1,814) 27,329,273 7,762,545 641,741 - 8,404,286 18,924,987 19,500,889
Engineered Structures 117,043,195 5,494,702 - - - 122,537,897 36,106,974 3,097,240 - 39,204,214 83,333,683 80,936,221
Machinery & Equipment 4,372,390 529,839 21,660 (163,844) (1,728) 4,758,317 2,339,209 282,791 (140,909) 2,481,091 2,277,226 2,033,181
Vehicles 4,563,560 675,495 - (262,637) - 4,976,418 2,779,527 390,957 (190,559) 2,979,925 1,996,493 1,784,033
Assets Under Construction 282,387 1,884,392 (21,660) - (2,331) 2,142,788 - - - - 2,142,788 282,387

169,656,511 10,584,099 - (426,481) (63,843) 179,750,286 - 51,180,833 4,679,771 (331,468) 55,529,136 124,221,150 118,475,675

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
SCHEDULE OF PROPERTY AND OTHER TAXES

FOR THE YEAR ENDED DECEMBER 31, 2014 Schedule 2
Budget 2014 2013
$ $ $
NET MUNICIPAL PROPERTY TAXES
Real Property Taxes 14,809,139 15,391,181 14,824,008
Linear Property Taxes 136,657 132,310 129,305
Government Grants in Place of Property Taxes 109,494 109,794 106,614
Special Assessments and Local Improvement Taxes 63,543 42,365 32,514
15,118,833 15,675,650 15,092,441
REQUISITIONS
Alberta School Foundation Fund 3,899,944 3,897,746 3,899,944
Seperate School Requisition 156,695 152,518 156,695
Lacombe Foundation Requisition 102,622 102,622 102,622
4,159,261 4,152,886 4,159,261
NET MUNICIPAL TAXES 10,959,572 11,522,764 10,933,180

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
SCHEDULE OF GOVERNMENT TRANSFERS

FOR THE YEAR ENDED DECEMBER 31, 2014 Schedule 3
Budget 2014 2013
$ $ $
OPERATING
General Government Services 66,052 55,355 30,451
Protective Services 597,535 597,108 575,747
Transportation Services 240,000 1,799,703 99,823
Waste Management Services 20,640 24,097 72,085
Family Community Support Services 251,687 251,687 251,687
Public Health and Welfare Services 12,000 8,011 25,129
Environment Development Services 178,625 72,286 159,262
Recreation and Cultural Services 426,256 478,415 537,028

1,792,795 3,286,662 1,751,212

CAPITAL
General Government Services - - 29,806
Protective Services 1,150,000 48,307 8,998
Transportation Services 9,555,175 3,050,955 2,542,581
Water and Wasteater Services 37,021 37,021 905,199
Public Health and Welfare Services - - 22,258
Recreation and Cultural Services 866,195 298,658 1,183,151
11,608,391 3,434,941 4,691,993
TOTAL GOVERNMENT TRANSFERS 13,401,186 6,721,603 6,443,205

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
SCHEDULE OF CONSOLIDATED EXPENSES BY OBJECT

FOR THE YEAR ENDED DECEMBER 31, 2014 Schedule 4
Budget 2014 2013
$ $ $
CONSOLIDATED EXPENDITURES BY OBJECT
Salaries, Wages, and Benefits 10,555,831 10,533,417 10,080,661
Contracted and General Services 5,708,625 8,133,869 5,651,898
Materials, Goods and Utilities 3,654,410 3,722,603 2,868,764
Provision for Allowances 22,446 54,584 11,211
Transfer to Local Boards and Agencies 1,270,777 1,253,966 1,043,554
Transfer to Individuals and Organizations 583,882 486,561 464,248
Bank Charges and Short-Term Interest 19,850 31,984 30,277
Interest on Long-Term Debt 466,068 387,419 436,867
Amortization of Tangible Capital Assets 4,679,771 4,679,771 4,239,554
Loss (Gain) on Disposal of Tangible Capital Assets - (28,958) 401,453
26,961,660 29,255,216 25,228,487

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
SCHEDULE OF SEGMENTED DISCLOSURE

FOR THE YEAR ENDED DECEMBER 31, 2014 Schedule 5
Water,
General Wastewater Public Health Environment Recreation
Government  Protective Transportation and Waste and Welfare al Developme and Cultural Total
Services Services Services Management  Services nt Services Services $
REVENUE
Net Municipal Property Taxes 11,480,399 - 25,620 16,745 - - - 11,522,764
Government Transfers 55,355 645,415 4,850,658 61,118 259,698 72,286 777,073 6,721,603
User Fees and Sales of Goods 49,902 68,568 45,709 7,426,934 27,550 1,067,132 1,002,644 9,688,439
Licenses, Permits and Fines 132,959 1,169,664 39,280 42,591 - 276,596 - 1,661,090
Franchise and Concession Contracts 958,722 - - - - - - 958,722
Return on Investments 167,605 - - - - - - 167,605
Contributed Assets 1,821,584 - 1,387,661 1,062,906 - - - 4,272,151
Other 48,450 54,022 16,595 54,122 35 592,891 122,834 888,949
14,714,976 1,937,669 6,365,523 8,664,416 287,283 2,008,905 1,902,551 35,881,323
EXPENDITURES
Salaries, Wages, and Benefits 2,037,050 2,850,848 1,399,151 1,165,995 46,759 748,492 2,285,122 10,533,417
Contracted and General Services 492,961 962,998 2,260,589 3,518,207 6,001 382,047 511,066 8,133,869
Materials, Goods and Utilities 194,655 215,695 1,164,443 985,926 4,112 460,461 697,311 3,722,603
Provision for Allowances 5,171 41,882 - 11 - 7,520 - 54,584
Transfer to Local Boards and Agencies - 78,778 150,000 698,557 326,631 - - 1,253,966
Transfer to Individuals and Organizations - - 68,090 - 21,500 97,455 299,516 486,561
Interest on Long-Term Debt 28,814 22,079 93,395 67,547 - 53,775 121,807 387,417
Bank Charges and Short-Term Interest 19,328 946 - - - - 11,710 31,984
Amortization of Tangible Capital Assets 91,232 172,230 2,874,114 795,284 11,812 221 734,880 4,679,773
Loss (Gain) on Disposal of Tangible Capital Assets (28,958) - - - - - - (28,958)
2,840,253 4,345,456 8,009,782 7,231,527 416,815 1,749,971 4,661,412 29,255,216
NET SURPLUS (DEFICIT) 11,874,723  (2,407,787) (1,644,259) 1,432,889 (129,532) 258,934 (2,758,861) 6,626,107

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
SCHEDULE OF SEGMENTED DISCLOSURE

FOR THE YEAR ENDED DECEMBER 31, 2013 Schedule 6
Water,
General Wastewater Public Health Environment Recreation
Government  Protective  Transportatio and Waste and Welfare al Developme and Cultural Total
Services Services n Services Management  Services nt Services Services $
REVENUE
Net Municipal Property Taxes 10,900,667 - 32,514 - - - - 10,933,181
Government Transfers 60,256 584,745 2,642,404 977,284 299,074 159,262 1,720,179 6,443,204
User Fees and Sales of Goods 49,643 54,981 37,359 6,963,426 31,649 65,634 1,007,611 8,210,303
Licenses, Permits and Fines 175,028 499,320 - 48,304 - 250,542 - 973,194
Franchise and Concession Contracts 921,732 - - - - - - 921,732
Return on Investments 143,228 - - - - - - 143,228
Other 31,866 50,576 29,738 63,565 - 148,621 111,921 436,287
12,282,420 1,189,622 2,742,015 8,052,579 330,723 624,059 2,839,711 28,061,129
EXPENDITURES
Salaries, Wages, and Benefits 2,046,030 2,690,039 1,238,715 1,057,291 34,387 745,062 2,269,137 10,080,661
Contracted and General Services 549,589 679,687 387,450 2,968,219 19,906 464,934 582,112 5,651,897
Materials, Goods and Ultilities 27,875 223,901 1,132,534 679,026 4,270 41,725 759,433 2,868,764
Provision for Allowances 5,829 5,115 - (937) - 1,205 - 11,212
Transfer to Local Boards and Agencies - 74,092 - 642,831 326,631 - - 1,043,554
Transfer to Individuals and Organizations - - 58,357 - 15,000 105,455 285,436 464,248
Bank Charges and Short-Term Interest 17,049 923 - - - - 12,305 30,277
Interest on Long-Term Debt 34,640 23,421 109,226 77177 - 66,350 126,053 436,867
Amortization of Tangible Capital Assets 69,883 172,139 2,506,945 780,629 11,812 110 698,035 4,239,553
Loss (Gain) on Disposal of Tangible Capital Assets 401,453 - - - - - - 401,453
3,152,348 3,869,317 5,433,227 6,204,236 412,006 1,424,841 4,732,511 25,228,486
NET SURPLUS (DEFICIT) 9,130,072 (2,679,695) (2,691,212) 1,848,343 (81,283) (800,782) (1,892,800) 2,832,643

The accompanying notes are an integral part of these financial statements.
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

1.

Significant Accounting Policies

The consolidated financial statements of the City of Lacombe are the representation of management prepared
in accordance with generally accepted accounting principles for local governments established by the Public
Sector Accounting Board of the Canadian Institute of Chartered Accountants. Significant aspects of the
accounting policies adopted by the City of Lacombe are as follows:

a)

b)

Reporting Entity

The consolidated financial statements represent the assets, liabilities, revenues, and expenditures,
changes in fund balances and change in financial position of the reporting entity. This entity is comprised
of the municipal operations plus all of the organizations owned or controlled by the City and are,
therefore, accountable to the City Council for the administration of their financial affairs and resources.

Included with the municipality is the City of Lacombe Police Department and the City of Lacombe Fire
Department.

The schedule of property taxes levied also includes requisitions for education and seniors' housing that
are not part of the municipal reporting entity.

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

Basis of Accounting

Revenues and expenses are recorded on the accrual basis of accounting. The accrual basis of
accounting recognizes revenues as they are earned and measurable. Expenses are recognized in the
period goods and services are acquired and a liability is incurred or transfers due.

Funds from external parties and earning 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
legislation, regulation or agreement and may only be used for certain programs, in the completion of
specific work, or for the purchase of tangible capital assets. In addition, certain user charges and fees
are collected for which the related services have yet to be performed. Revenue is recognized in the
period when the related expenses are incurred, services performed or the tangible capital assets are
acquired.

Expenditures are recognized in the period the goods or services are acquired and a liability is incurred or
transfers are due.
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

Significant Accounting Policies continued

c)

d)

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 amount of assets,
liabilities, and disclosure of contingent assets and liabilities at the date of the financial statements, and
the reported amount of revenue and expenditure during the period. Where measurement uncertainty
exists, the financial statements have been prepared within reasonable limits of materiality. Actual results
could differ from those estimates.

Investments

Investments are recorded at amortized cost. Investment premiums and discounts are amortized using
the effective interest rate method over the term of the respective investments. When there has been a
loss in value that is other than a temporary decline, the respective investment is written down to
recognize the loss.

Inventories

Inventories of materials and supplies for consumption are valued at the lower of cost or net realizable
value with cost determined by the average cost method.

Land held for resale is recorded at the lower of cost or net realizable value. Cost included costs for land
acquisition and improvements required to prepare the land for servicing such as clearing, stripping, and
leveling charges. Related development costs incurred to provide infrastructure such as water and
wastewater services, roads, sidewalks, and street lighting are recorded as physical assets under their
respective function.
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

Significant Accounting Policies continued

f)

Tangible Capital Assets

i)

iii)

Asset Classes

Tangible capital assets are recorded at cost which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset. The cost, less
residual value, of the tangible capital asset are amortized on a straight line basis over the
estimated useful life as follows:

ASSET CLASS —YEARS
Land improvements 15-40
Buildings 20-50
Engineered structures
Roadway systems 15-60
Water systems 30-75
Wastewater systems 30-75
Storm Sewer 45-75
Machinery and equipment 5-30
Vehicles 10-25

One-half of the annual amortization is charged in the year of acquisition and in the year of
disposal. Assets under construction are not amortized until the asset is available for productive
use.

Contributions of Tangible Capital Assets

Tangible capital assets received as contributions are recorded at their fair market value at the date
of receipt and are also recorded as revenue.

Leases

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

Cultural and Historical Tangible Capital Assets

Works of art for display are not recorded as tangible capital assets but are disclosed.

14



CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

Significant Accounting Policies continued

s))

h)

Requisition Over-levy and Under-levy

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

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

Prepaid Local Improvement Charges

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

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

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

Government Transfers

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

Government transfers are recognized in the financial statements as revenue in the period in which
events giving rise to the transfer occur, providing the transfers are authorized, any eligibility criteria have
been met, and reasonable estimates of the amounts can be determined.
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

2. CASH AND TEMPORARY INVESTMENTS

2014 2013
$ $
Cash (Bank prime less 1 to 1.25%) 21,592,014 23,766,818
Temporary Investments 30 30

21,592,044 23 766,848

Included in the above amounts are restricted funds held exclusively for the following:

Statutory Reserves 2,547,217 2,097,193
Basic Municipal Transportation Grant 2,753,891 2,051,581
Alberta Municipal Infrastructure Program Grants - 1,413,693
Municipal Sustainability Initiative Grants 6,462,295 4,435,195
Municipal Sustainability Housing Grants 957,190 945,903
Other Provincial Government Grants 609,885 2,169,571

13,330,478 13,113,136

The City has a line of credit with an authorized limit of $3,500,000 at an interest rate of Bank prime less 0.25%.
Bank prime at year end was 3.00% The City had not utilized this line of credit at year end. The line of credit is
secured by a general security agreement, and overdraft agreement and a borrowing resolution passed by
Council.

3. RECEIVABLES

2014 2013
$ $
Current Taxes and Grants in Place of Taxes 296,765 315,354
Arrears Taxes 100,147 84,601

396,912 399,955

Receivables from Other Governments 3,563 4,926
Trade and Other Receivables 3,787,301 2,774,554

3,790,864 2 779 479

4,187,776 3,179,435
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

4,

EMPLOYEE BENEFIT OBLIGATION

2014 2013
$ $

Vacation 456,569 450,547
Overtime 3,746 30,808
Retirement Benefits 140,758 117,387
Sick Leave 173,300 183,218

774,373 781,960

The vacation and overtime liability is comprised of the vacation and overtime that employees are deferring to
future years. Employees have either earned the benefits (and are vested) or are entitled to these benefits within
the next budgetary year. Employees hired prior to February 28, 2011 with over 5 years of service are eligible
for a retirement benefit based on 2.5 days per year of service to the date of retirement. Employees that meet
the criteria in the policy will be eligible for these benefits in a future year. Sick leave benefits accumulate at a
rate of 1 days per month to a maximum of 18 days. Sick leave benefits can be carried over from year to year to
a maximum of 180 days, depending on years of service. Sick leave benefits are not paid out. The sick leave
liability is estimated based on the estimated future utilization of sick leave accrued to year end.

DEFERRED REVENUE

2014 2013
$ $
Prepaid Local Improvement Charges 29,548 29,548
Deferred Grants 10,783,261 11,015,945
Other Deferred Revenue 128,679 128,430

10,941,488 11,173,923

Deferred revenue represents amounts received which will be taken into revenue in the period in which they are
earned and corresponding expenditures are incurred.

Prepaid local improvement charges are being amortized to revenue on a straight-line basis. Annual
amortization for 2015 will be $3,637 ( 2014- $3,637).

Deferred grants consist of funds received during the year for eligible capital projects as approved by the
Province, which are scheduled for completion in the future. These grants cannot be used for any other purpose
but the designated capital projects.
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

6. LONG-TERM DEBT

Tax Supported Debentures
Self Supported Debentures
Bank loan

The current portion of the long-term debt amounts to
Principal and interest repayments are as follows:

2015
2016
2017
2018
2019
Subsequent

2014 2013
$ $
4,964,905 6,031,802
1,212,846 1,312,649
1,551,706 1,667,559
7,729,457 9,012,010
Principal Interest Total
$ $ $
1,858,026 270,855 2,128,881
1,287,775 260,091 1,547,866
965,585 207,852 1,173,437
875,125 165,880 1,041,005
427,506 128,959 556,465
2,315,440 575,198 2,890,638
7,729,457 1,608,835 9,338,292

Debenture debt is repayable to the Alberta Capital Finance Authority and bears interest at rates ranging from
4.45% to 9.75% per annum, before Provincial subsidy, and matures in periods 2014 through 2031. Debenture

debt is issued on the credit and security of the City at large.

The bank loans of $1,551,706 is comprised of a promissory note to Servus Credit Union with interest being
calculated at bank prime minus 0.50%. Annual equalized principal repayments are $445,853 and interest is
paid monthly. One loan is secured by a General Security Agreement dated Oct. 26, 2001 under borrowing
bylaw 276. The second loan was realized in 2013. Maturity date of these loans is 2016 and the 2013 loan
matures in 2018. In the event of default, all monies become due and payable at the discretion of the Credit

Union.

Bank loans are secured by the credit and security of the City of Lacombe at large. The City of Lacombe
anticipates future developer contributions will retire the current bank loan.
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

7. DEBT LIMITS

Section 276(2) of the Municipal Government Act requires that debt and debt limits as defined by Alberta
Regulation 255/00 for the City of Lacombe be disclosed as follows:

Total debt limit
Long-Term Debt

Debt servicing limit
Long Term Debt Principal Payments

2014 2013
$ $
42,286,238 35,053,701
7,729,457 9,012,010
34,556,781 25 041,691
7,043,489 5,842,284
1,282,554 1,554,034
5,760,935 4 288,250

The debt limit is calculated at 1.5 times the 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 financial

statements must be represented as a whole.

8. EQUITY IN TANGIBLE CAPITAL ASSETS

Tangible Capital Assets
Accumulated Amortization
Long-Term Debt

2014 2013
$ $
179,750,286 169,656,511
(55,529,136) (51,180,836)
(7,729,457)  (9,012,010)

116,491,693 109 463,665
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

9. ACCUMULATED SURPLUS

Reserves (Restricted Surplus):
General Operating Reserve

General Capital Reserve
General Government Reserve

IT Equipment Replacement Reserve
Lacombe Police Reserve
Lacombe Fire Department
Safety Committee Reserve
Equipment Replacement Reserve
Streets and Roads Reserve
Sandpit Reclamation Reserve
Public Transportation Reserve
Storm Sewer Reserve

Water System Reserve
Wastewater System Reserve
Solid Waste Reserve

Cemetery Reserve

Economic Development Reserve
Offsite Levy Reserve

Land Held for Resale Reserve
Recreation Facility Reserve
Parks and Recreation Reserve
Municipal Dedication Reserve
Municipal Art Bank Reserve

Total Reserves

Unrestricted Surplus

Equity in Lacombe Ambulance
Equity inTCA

Accumulated Surplus

2014 2013
$ $
- 115,043
260,438 285,405
42,339 22,339
(24,211) 55,603
229,056 125,547
574,782 27,944
28,396 30,614
376,133 592,158
2,179,161 1,988,543
- 116,391
105,710 90,710
103,554 89,728
730,292 1,028,395
532,939 280,328
434,446 364,687
376,224 313,894
15,057 13,148
2,361,829 1,986,422
(142,461) (226,353)
326,100 216,452
13,052 (7,948)
155,123 50,737
3,072 -
8,681,031 7,559,787
4,538,709 5,205,380
- 856,495
116,491,693 109,463,665
129,711,433 123,085,326
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CITY OF LACOMBE
Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

10. SEGMENTED DISCLOSURE

The City of Lacombe provides a range of services to its' residents and ratepayers. For each reported segment
in Schedule 5 revenues and expenses represent both amounts that are directly attributable to the segment and
amounts that are allocated on a reasonable basis. The accounting policies used in these segments are

consistent with those followed in the preparation of the financial statements as disclosed in (Note 1)

11.

SALARY AND BENEFIT DISCLOSURE

Disclosure of salaries and benefits for municipal officials and the chief administrative officer as required by

Alberta Regulation 313/2000 is as follows:

2014 2013
$ $
Benefits &
Salary ! Allowances 2 Total Total
Council:

Councillor Foster - - - 26,267
Councillor Rempel 23,711 7,240 30,951 26,809
Councillor Kite - - - 22,921
Councillor Bouwsema 23,711 5,475 29,186 26,558
Councillor Creasey - - - 20,975
Councillor Konnik 23,711 1,599 25,310 26,202
Mayor Christie 54,123 7,667 61,790 63,632
Councillor Armishaw 23,711 724 24,435 5,540
Councillor Harder 23,711 2,495 26,206 5,316
Councillor McQuesten 23,711 2,573 26,284 5,306
Chief Administrative Officer MacQuarrie 168,082 53,125 221,207 209,837
364,471 80,898 445,369 439,363

1. Salary includes regular base pay, bonuses, overtime, lump sum payments, gross honoraria, and any other

direct cash remuneration.

2. Employer's share of all employee benefits and contributions or payments made on behalf of employees
including pension, health care, dental coverage, vision coverage, group life insurance, accidental disability and
dismemberment insurance, long and short-term disability plans, professional memberships, and tuition.
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12. MUNICIPAL EMPLOYEE PENSION PLANS
Local Authorities Pension Plan

Employees of the City of Lacombe participate in the Local Authorities Pension Plan (LAPP), which is
covered by the Alberta Public Sector Pensions Plan Act. The Plan serves about 206,249 people from
421 employers. It is financed by employer and employee contributions and investment earnings of the
LAPP Fund.

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

The City of Lacombe is required to make current service contributions to LAPP of 11.39% of pensionable
earnings up to the Canada Pension Plan Year's Maximum Pensionable Earnings and 15.84% for the
excess.

Employees of the City are required to make current service contributions of 10.39% of pensionable
salary up to the year's maximum pensionable salary and 14.84% on pensionable salary above this
amount.

Total current service contributions by the City to the plan in 2014 were $689,290 (2013 - $628,688). Total
current service contributions by employees to the plan in 2014 were $634,112 (2013 - $571,592). At
December 31, 2013, the plan disclosed an actuarial deficiency of $4.86 billion.

APEX Supplementary Pension Plan

Previously, any City of Lacombe employees that were in a position classed as Level E or higher had the
choice to participate in the APEX Supplementary Pension Plan, which is covered by the Alberta
Employment Pensions Plan Act. Effective January 1, 2011, APEX is only available for those employees
in a management position. APEX serves as an enhancement to the LAPP base pension, matches
pensions provided to other public sector senior management and professional employees, and provides
pensions that are reflective of total earnings.

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

The City of Lacombe is required to make current service contributions to APEX of 3.0% of the member's
earnings up to the APEX Earnings Maximum, which was $138,500 for 2014.

Contributing employees of the City are required to make current service contributions of 2.0% of
earnings up to the APEX Earnings Maximum.

Total current service contributions by the City to the plan in 2014 were $36,121 (2013 - $40,205). Total
current service contributions by employees to the plan in 2014 were $30,101 (2013 - $30,505).
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12. MUNICIPAL EMPLOYEE PENSION PLANS continued
Special Forces Pension Plan

Municipal Police Officers of the City of Lacombe participate in the Special Forces Pension Plan (SFPP),
which is covered by the Alberta Public Sector Pensions Plan Act. The Plan serves about 6,000 officers
from seven municipalities. It is financed by employer and employee contributions and investment
earnings of the SFPP Fund.

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

The City of Lacombe was required to make current service contributions to SFPP of 15% of pensionable
salary for 2014.

Police Officers of the City were required to make current service contributions of 13.45% of pensionable
salary for 2014.

Total current service contributions by the City to the plan in 2014 were $213,602 (2013 - $189,598). Total
current service contributions by employees to the plan in 2014 were $197,453 (2013 - $175,264). At
December 31, 2013, the plan disclosed an actuarial deficiency of $220 million.
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Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2014

13. RESTATED BUDGET FIGURES - BUDGET TO PUBLIC SECTOR ACCOUNTING

Municipal Affairs encourages the creation of a budget on the basis of Public Sector Accounting. The approved
Council budget for 2014 was, however, created using historical methods which reflects a balanced budget.
Cash inflows and outflows included such items as debt proceeds, transfers to and from reserves, and debt
principal repayment. These items are not recognized as revenues and expenses in the Statement of Operations
as they do not meet the Public Sector Accounting Standards requirement.

The approved Council budget does not include funding for non-cash items such as amortization or contributed
assets. These items are recognized as revenues and expenses in the Statements of Operations as required by
Public Sector Accounting Standards.

The following provides detail related to the differences between the Council approved budget and budget
figures included with the financial statements.

2014 Budget 2014 Actual 2013 actual
$ $ $
EXCESS OF REVENUES OVER EXPENSES 10,259,575 6,626,107 2,832,640
Adjustments for non-cash items
Contributed Assets - (4,272,151) -
Amortization of Tangible Capital Assets 4,679,771 4,679,771 4,239,554
Loss (Gain) on Disposal of Tangible Capital Assets - (28,958) 401,453
Adjustments for cash items not recognized as revenue or
expense
Proceeds on Disposal of Tangible Capital Assets - 13,987 25,033
Acquisition of Tangible Capital Assets (18,774,271)  (6,311,948) (6,341,504)
Long Term Debt Principal Payments (1,612,552) (1,282,554) (1,554,034)
Land Held for Resale - Debt Financed - - (1,650,000)
New Debt (4,251,730) - 1,650,000
Adjustments for non-cash items from Inter-Fund Allocations
Transfer from Reserves 4,111,323 3,322,226 2,388,680
Transfer to Reserves (2,782,114) (3,886,650) (2,297,131)
Internal Recoveries & Transfers (10,717) - -
Council approved Balance 122,745  (1,140,170) (305,308)
Operating Surplus - 422,878 -
Capital Deficit - (1,563,050) -
Total Deficit - (1,140,170) -
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14. PRESENTATION

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

15. APPROVAL OF FINANCIAL STATEMENTS

Council and Administration have approved these financial statements.
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