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Auditors' Report

To His Worship the Mayor and the Members of the Council of the City of Charlottetown

We have audited the consolidated statement of financial position of the City of Charlottetown as
at December 31, 2009 and the consolidated statements of accumulated surplus, operations,
change in net debt and cash flows for the year then ended. These financial statements are the
responsibility of the City's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the City as at December 31, 2009 and the results of its operations, its net
debt and its cash flows for the year then ended in accordance with Canadian generally accepted
accounting principles.
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City of Charlottetown

Consolidated Statement of Financial Position
As at December 31, 2009

Financial assets

Cash

Accounts receivable

Restricted cash

Superannuation Plan net assets available for benefits (note 4)
Other assets

Total financial assets

Liabilities

Bank loans and advances

Accounts payable and accrued liabilities

Unearned revenue

Sick leave and post retirement benefits

Superannuation Plan accrued pension obligations (note 4)
Long-term debt (note 6)

Total liabilities

Net debt

Non-financial assets
Tangible capital assets (notes 3, 6 and 7

Accumulated surplus

2

2009 2008
$ $
7,190,660 3,004,728
5,318,444 7,264,855
3,350,776 3,040,864
45,477,313 39,380,410
1,263,363 1,237,653
62,600,556 53,928,510
32,289,051 27,141,501
8,831,705 8,073,212
1,980,556 40,559
3,597,558 3,350,778
52,557,600 49,023,200
37,708,654 42,418,885
136,965,124 130,048,135
(74,364,568) (76,119,625)
130,189,142 127,331,950
55,824,574 51,212,325
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City of Charlottetown

Statement of Accumulated Surplus
For the year ended December 31, 2009

Accumulated surplus - Beginning of year

As previously reported
Adjustment related to change in accounting policy (note 7)

As restated

Annual surplus (deficit)

Accumulated surplus - End of year

3

2009 2008

$ $
112,645,724 111,951,008
(61,433,399) (56,519,510)
51,212,325 55,431,498
4,612,249 (4,219,173)
55,824,574 51,212,325
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City of Charlottetown

Consolidated Statement of Operations
For the year ended December 31, 2009

Revenues
Operating

Grants from the Province of Prince Edward Island

Property tax
Sale of goods and services

Water and sewer
Parking
Police court
Licenses
Other income
Recreation
Rentals
Interest and other
Government transfers
Province of Prince Edward Island
New deal for cities and communities
Capital
Infrastructure funding - Federal and Provincial
governments
Proceeds and rebates on tangible capital assets

Total revenues

Expenses

Operating
General government
Protective services
Street maintenance and environment
Recreation
Debt interest charges
Development, heritage and other
Amortization (note 7)

Actuarial pension adjustments

Water and sewer

Total expenses (Schedule A)

Annual surplus (deficit) (note 8)

2009 2009 2008
Budget
(Unaudited)

$ $ $
11,082,265 11,012,051 10,896,737
24,114,465 24,242 634 23,543,385
7,843,265 7,857,467 7,197,799
685,000 697,072 642,635
915,000 791,363 802,871
400,000 328,239 462,391
511,048 488,138 455,002
662,200 482,944 684,480
322,000 300,262 321,004
141,542 141,563 1,003,000
1,450,000 1,091,079 1,513,533

- 438,394 1,541,211

- 656,564 570,364
48,126,785 48,527,770 49,634,412
5,130,560 5,160,322 4,588,501
10,436,652 9,917,101 9,575,718
7,119,966 6,921,148 7,133,583
4,097,938 4,068,857 3,954,028
2,519,431 2,341,651 2,416,218
9,118,537 7,385,567 8.244,471
- 2,784,173 3,228,225

- (2,562,503) 7,337,938
6,317,190 7,899,205 7,374,903
44,740,274 43,915,521 53,853,585
3,386,511 4,612,249 (4,219,173

C)
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City of Charlottetown

Consolidated Statement of Change in Net Debt
For the year ended December 31, 2009

Annual surplus

Acquisition of tangible capital assets - general
Acquisition of tangible capital assets - water and sewer
Amortization of tangible capital assets - general
Amortization of tangible capital assets - water and sewer

Decrease (increase) in net debt

Net debt - Beginning of year

Net debt - End of year

&)

2009 2008

$ $

4,612,249 (4,219,173)

(3,202,528) (3,135,552)

(4,203,891) (1,168,935)
2,784,173 3,228,225
1,765,054 1,685,664
(2,857,192) 609,402
1,755,057 (3,609,771)

(76,119,625) (72,509,854)

(74,364,568)

(76,119,625)
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City of Charlottetown

Consolidated Statement of Cash Flows
For the year ended December 31, 2009

Cash provided by (used in)

Operating activities
Annual surplus (deficit)
Amortization
Net change in non-cash working capital items
Decrease (increase) in accounts receivable
Increase in other assets
Increase in restricted cash
Increase in accounts payable and accrued liabilities
Increase (decrease) in unearned revenue
Increase in sick leave and post retirement benefits
Decrease (increase) in Superannuation Plan net assets
available for benefits
Increase in Superannuation Plan accrued pension obligations

Capital activities
Acquisition of tangible capital assets - general - net
Acquisition of tangible capital assets - water and sewer - net

Financing activity
Debt repayment

Increase (decrease) in net cash

Net cash - Beginning of year

Net cash - End of year

Net cash consists of
Cash
Bank loan and advances

(6)

2009 2008

$ $
4,612,249 (4,219,173)
4,549,227 4,913,889
1,946,411 (125,278)
(25,710) (709,215)
(309,912) (307,830)
758,493 2,534,058
1,939,997 (11,875)
246,780 309,912
(6,096,903) 4,486,238
3,534,400 2,851,700
11,155,032 9,722,426
(3,202,528) (3,135,552)
(4,203,891) (1,168,935)
(7,406,419) (4,304,487)
(4,710,231) (5,306,285)
(961,618) 111,654
(24,136,773) (24,248,427)

(25,098,391)

(24,136,773)

7,190,660
(32,289,051)

3,004,728
(27,141,501)

(25,098,391)

(24,136,773)
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City of Charlottetown

Notes to Consolidated Financial Statements
December 31, 2009

1 Summary of significant accounting policies

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

a) Reporting entity
The consolidated financial statements reflect the assets, liabilities, revenues, expenses, changes in net
debt and in financial position 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. This includes the Charlottetown Water
and Sewer Corporation, City of Charlottetown Superannuation Plan and Charlottetown Water and Sewer
Corporation Superannuation Plan. Interdepartmental and organizational transactions and balances are
eliminated.

b) 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; expenditures are recognized as they are incurred and
measurable as a result of receipt of goods and services and the creation of a legal obligation to pay.

¢) Restricted cash
Cash is held in a separate account to fund sick leave and post-retirement benefits.

d) Tangible capital assets

Capital assets are recorded at cost. Capital assets are amortized using the straight-line method at the
following annual rates:

City of Charlottetown

Buildings 2.5%.
Swimming pools 5%
Rinks/arenas/parks/fields 5%
Parking garages 2.5%
Parking meters 14.29%
Motor vehicles 20%
Heavy equipment 20%
Streets and sidewalks 4%
Storm sewers 2%
Street lights 4%
Charlottetown Water and Sewer Corporation
Water system 2%
Sewer system 2%
Treatment plant 2%
(N
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City of Charlottetown

Notes to Consolidated Financial Statements
December 31, 2009

e)

g

h)

Sick leave and post retirement benefits

The City and the Water and Sewer Corporation provide sick leave benefit plans allowing employees’
unused sick leave to accumulate to a maximum of 75 days.

The City and the Water and Sewer Corporation provide post retirement benefits to employees based on
length of service and final earnings. The post retirement benefits are three months’ salary upon
completion of ten years of full time continuous service and an additional one month for each extra five
years of service (to a maximum of six months).

The City has recorded sick leave and post retirement benefits as a liability based upon actuarially
calculated benefit obligations.

Management estimates

The presentation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amount of
assets and liabilities and disclosure of contingent liabilities at the date of the financial statements and the

reported amounts of revenues and expenditures during the reported period. Actual results could differ
from those reported.

Financial instruments

Financial instruments consist of cash, accounts receivable, restricted cash, Superannuation Plan net assets
available for benefits, bank loans and advances, accounts payable and accrued liabilities, sick leave and
post retirement benefits, Superannuation Plan accrued pension obligations and long-term debt.

Fair value of financial instruments

The City has evaluated the fair value of its financial instruments based on the current interest rate
environment, market values, and the actual prices of financial instruments with similar terms. The
carrying value of financial instruments is considered to approximate fair value.

2 Related entities

a)

Charlottetown Civic Centre Management Inc.

Charlottetown Civic Centre Management Inc. was incorporated in 1999 to manage and operate the Civic
Centre complex. Of the seven member Board of Directors of Charlottetown Civic Centre Management
Inc., the City appoints four directors, three of whom are appointed in consultation with the Province of
Prince Edward Island. By agreement, the City and Province share 80% - 20% respectively in funding the
Civic Centre's operations.

The City records its interest in Charlottetown Civic Centre Management Inc. as expenditures when they
are made. The arena portion of the Civic Centre complex is recorded in the City’s physical assets as it
was constructed and is owned by the City.

®)
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City of Charlottetown

Notes to Consolidated Financial Statements
December 31, 2009

In 2009, the City provided operating funding of $500,000 (2008 - $500,000) to Charlottetown Civic
Centre Management Inc. Also in 2009, the City paid an additional $134,281 (2008 - $245,771) towards
the Civic Centre's operating loss and net liabilities.

Condensed financial information for Charlottetown Civic Centre Management Inc. for the year ended
December 31, 2009 is as follows:

2009 2008
Statement of Financial Position $ $
Assets
Current assets 323,365 351,092
Capital and other assets 363,301 251,071
686,666 602,163
Liabilities
Current liabilities and deferred capital contributions 777,649 619,847
Net Liabilities (90,983) (17,684)
686,666 602,163
Statement of Operations and Statement of Changes in 2009 2008
Net Liabilities $ $
Revenue
Operating grants - City of Charlottetown 500,000 500,000
- Province of Prince Edward Island 125,000 125,000
Operating revenue 741,280 752,857
1,366,280 1,377,857
Expenses 1,625,755 1,637,169
Operating loss (259,475 (259,312)
Other revenue - special funding
City of Charlottetown 134,281 245,771
Province of Prince Edward Island 51,895 65,863
Excess revenue (expenses) for the year (73,299) 52,322
Net liabilities - Beginning of year (17,684) (70,006)
Net liabilities - End of year (90,983) (17,684)

©)
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City of Charlottetown

Notes to Consolidated Financial Statements
December 31, 2009

b) Capital Area Recreation Inc.

Capital Area Recreation Inc. was incorporated J uly 10, 2001 to develop, own and operate a joint
recreation facility for the Capital area of Prince Edward Island. The City of Charlottetown appoints four
members of the seven-member Board of Directors of Capital Area Recreation Inc. Capital Area
Recreation Inc. is a registered charity under the provisions of the Income Tax Act.

The City records its interest in Capital Area Recreation Inc. as expenditures when they are made.

The City holds a first charge leasehold mortgage on the Capital Area Recreation Inc. facility. The City
has provided to Capital Area Recreation Inc. a total of $13,690,000 in capital funding prior to 2005, plus

$501,000 in capital loan payment funding subsequent to 2005.

In 2009, the City provided operating funding of $450,000 (2008 - $450,000) to Capital Area Recreation
Inc. Also, the City paid an additional $181,158 (2008 - $1 10,290) towards Capital Area Recreation Inc.’s
operating deficiency. In addition, the City provided a property tax reduction of $132,776 (2008 -

$249,187) to Capital Area Recreation Inc.

Condensed financial information for Capital Area Recreation Inc. for the year ended December 31, 2009

is as follows:
Statement of Financial Position

Assets
Current assets
Facility and equipment

Liabilities
Current liabilities and short-term debt
Deferred capital funding

Net Liabilities
Invested in capital assets
Unrestricted

(10)

2009 2008

$ $
545,008 416,757
17,070,108 17,195,836
17,615,116 17,612,593
865,167 573,311
17,484,585 17,778,937
18,349,752 18,352,248

(426,059) (583,101)

(308,577) (156,554)

(734,636) (739,655)
17,615,116 17,612,593
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City of Charlottetown

Notes to Consolidated Financial Statements

December 31, 2009
Statement of Operations and Statement of Changes in 2009 2008
Net Liabilities $ $
Revenue
Operating funding - City of Charlottetown 631,158 560,290
- University of Prince Edward Island and

Town of Stratford 109,311 98,721

Operating revenue 2,629,698 2,677,056

3,370,167 3,336,067

Expenses 3,365,148 3,327,479

Excess revenue for the year 5,019 8,588
Net liabilities - Beginning of year (739,655) (748,243)
Net liabilities - End of year (734,636) (739,655)

Note 13 to the financial statements of Capital Area Recreation Inc. is a going concern note that states "... the
company's ability to continue as a going concern is dependant upon the continued support of the company's
funding partners to provide operating funding."

(1)
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City of Charlottetown

Notes to Consolidated Financial Statements
December 31, 2009

3 Tangible capital assets

City of Charlottetown
Land

Buildings

Swimming pools
Rinks/arenas/parks/fields
Parking garages
Parking meters

Heavy equipment
Motor vehicles

Streets and sidewalks
Storm sewers

Street lights

Charlottetown Water and Sewer Corporation

Water system
Sewer system
Treatment plant

Pension Plans

2009 2008

Accumulated
Cost amortization Net Net
$ $ $ $
10,328,506 - 10,328,506 9,918,655
20,442,226 5,879,596 14,562,630 15,073,685
32,319 32,319 - -
17,669,546 13,990,136 3,679,410 3,129,997
15,313,182 5,008,065 10,305,117 10,381,261
584,906 352,756 232,150 315,704
3,256,081 3,158,491 97,590 224,780
1,109,499 956,627 152,872 220,945
20,072,408 11,271,338 8,801,070 8,833,019
17,071,652 2,583,802 14,487,850 14,033,926
2,641,691 1,315,051 1,326,640 1,423,507
108,522,016 44,548,181 63,973,835 63,555,479
38,869,341 12,723,374 26,145,967 26,204,139
21,154,141 6,120,706 15,033,435 14,069,496
28,474,773 3,438,868 25,035,905 23,502,836
88,498,255 22,282,948 66,215,307 63,776,471
197,020,271 66,831,129 130,189,142 127,331,950

The City maintains a defined benefit pension plan for its employees. The Water and Sewer Corporation
maintains a defined benefit pension plan for permanent employees of that Corporation who entered the plan
prior to its closing in 2000. The plans specify pension and death benefits to employees based on length of

service and earnings.

(12)
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