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INDEPENDENT AUDITOR'S REPORT

To the Members of County of Two Hills No. 21

We have audited the accompanying consolidated financial statements of County of Two Hills No. 21,
which comprise the consolidated statement of financial position as at December 31, 2015 and the
consolidated statements of operations, changes in net assets and cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated 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.

(continues)



Independent Auditor's Report to the Members of County of Two Hills No. 21 (continued)

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of County of Two Hills No. 21 as at December 31, 2015 and the results of its operations and its
cash flows for the year then ended in accordance with Canadian public sector accounting standards.

Vegreville, Alberta Sy W%/

March 30, 2016 Chartered Accountants
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COUNTY OF TWO HILLS NO. 21
Consolidated Statement of Financial Position
Year Ended December 31, 2015

2015 2014
FINANCIAL ASSETS
Cash and temporary investments (Note 2) $ 15,133,034 $ 14,346,455
Taxes and grants in place of taxes receivable (Note 3) 196,468 602,911
Receivables from other governments 18,917 121,163
Trade and other receivables 1,116,373 1,451,465
Long-term investments (Note 4) 43,300 43,397
Debt charges recoverable (Note 5) 561,101 501,755
17,069,193 17,067,146
LIABILITIES
Accounts payable and accrued liabilities 621,609 965,802
Wages payable 125,564 93,437
Funds held in trust (Note 6) 152,391 138,097
Deferred revenue (Note 7) 2,484,165 3,082,750
Due to Regional Waste Management Commission 587,562 689,979
Long-term debt (Note 8) 561,101 501,755
' 4,532,392 5,471,820
NET FINANCIAL ASSETS 12,536,801 11,595,326
NON-FINANCIAL ASSETS
Tangible capital assets (Note 9) 54,777,485 52,928,547
Inventory for consumption (Note 10) 1,208,082 1,111,570
Prepaid expenses 1,776,800 1,828,223
57,762,367 55,868,340
ACCUMULATED SURPLUS (Note 11) $ 70,299,168 $ 67,463,666
Commitments and Contingencies (Note 15) & (Note 16)
NE COUNTY OF TWO HILLS NO. 21
Reeve
M / 4/{{] Chief Administrative Officer
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COUNTY OF TWO HILLS NO. 21
Consolidated Statement of Change in Net Financial Assets
Year Ended December 31, 2015

(Unaudited)
Budget 2015 2014

EXCESS OF REVENUES OVER EXPENSES $ 4,472,082 $ 2,835502 $ 5,220,144

Amortization of tangible capital assets 2,979,033 2,529,283 2,528,229
Amortization added to tangible capital assets 233,551 574,210 395,385
Proceeds on disposal of tangible capital assets 44,876 92,092 189,413
Loss on sale of tangible capital assets - 59,566 20,825
Acquisition of tangible capital assets (8,111,212) (5,104,089) (5,840,452)
Change in inventories and prepaid expenses - 14,614 (562,538)
(381,670) 1,001,178 1,951,006
Net financial assets, beginning of year - 11,595,326 9,644,320
NET FINANCIAL ASSETS, END OF YEAR $ 12,596,504 $ 11,595,326
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COUNTY OF TWO HILLS NO. 21
Consolidated Statement of Operations
For the Year Ended December 31, 2015

(Unaudited)
Budget 2015 2014
REVENUES
Net municipal taxes (Schedule 1) $ 9,758676 $ 9,757,267 $ 9,753,342
Sales of goods and services 6,685,525 6,018,135 9,045,909
Government Transfers for Operating (Schedule
2) 646,611 453,181 482,109
Investment income 81,500 155,661 140,621
Penalties and costs of taxes 40,450 133,906 88,204
Licenses and permits 12,600 18,868 24,199
Other 102,954 234,096 761,042
17,328,316 16,771,114 20,295,426
EXPENSES
Legislative 352,690 277,007 273,819
Administration - 1,418,553 2,183,708 1,288,275
Protective services 447,781 383,087 324,484
Roads, streets, walks, lighting 9,257,014 8,549,936 8,593,738
Water supply and distribution 406,169 154,256 154,175
Waste management 255,100 217,703 219,402
Family and community support 487,663 292,773 87,663
Agriculture services 622,430 533,265 537,159
Subdivision land development 41,250 15,777 33,169
Parks and recreation 1,379,330 1,369,247 217,945
Library 35,522 35,522 34,384
Gas Utility 4,139,800 3,172,998 5,309,399
18,843,302 17,185,279 17,073,612
EXCESS OF REVENUES OVER EXPENSES
BEFORE TRANSFERS FOR CAPITAL (1,514,986) (414,165) 3,221,814
Government transfers for capital (Schedule 3) 5,987,068 3,249,667 1,998,330
EXCESS OF REVENUES OVER EXPENSES $ 4,472,082 $ 2,835502 $ 5,220,144
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COUNTY OF TWO HILLS NO. 21
Consolidated Statement of Cash Flows
Year Ended December 31, 2015

2015 2014
OPERATING ACTIVITIES
Excess of revenues over expenses $ 2,835502 $ 5,220,144
ltems not affecting cash:
Amortization of tangible capital assets 2,529,283 2,528,229
Amortization added to tangible capital assets 574,210 395,385
Loss on sale of tangible capital assets 59,566 20,825
5,998,561 8,164,583
Changes in non-cash working capital:
Taxes and grants in place of taxes receivable 406,443 (398,505)
Receivables from other governments 102,246 (42,096)
Trade and other receivables 275,389 (135,202)
Accounts payable and accrued liabilities (344,193) (135,763)
Wages payable 32,127 (23,532)
Funds held in trust 14,294 14,179
Deferred revenue (598,585) 1,132,994
Inventory for consumption (96,512) 596,095
Prepaid expenses 111,126 (1,158,633)
(97,665) (150,463)
Cash flow from operating activities 5,900,896 8,014,120
CAPITAL ACTIVITIES
Purchase of property, plant and equipment (5,104,089) (5,840,452)
Proceeds on disposal of property, plant and equipment 92,092 189,413
Cash flow used by capital activities (5,011,997) (5,651,039)
FINANCING ACTIVITIES
Due to Regional Waste Management Commission (102,417) 208,839
Long-term debt issued 150,000 -
Debt charges issued (150,000) -
Repayment of long term debt (90,654) (88,176)
Debt charges recoverable 90,654 88,176
Cash flow from (used by) financing activities - (102,417) 208,839
INVESTING ACTIVITIES
Decrease (increase) in long-term investments 97 (106)
Decrease (increase) in restricted cash or cash equivalents 480,841 (1,404,278)
Cash flow from (used by) investing activities 480,938 (1,404,384)
INCREASE IN CASH FLOW 1,267,420 1,167,536
Cash - beginning of year 11,332,204 10,164,668
CASH - END OF YEAR $ 12,599,624 $ 11,332,204
CASH FLOWS SUPPLEMENTARY INFORMATION
Interest received $ 152,091 § 140,621
(continues)
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COUNTY OF TWO HILLS NO. 21
Consolidated Statement of Cash Flows (continued)
Year Ended December 31, 2015

2015 2014
Interest paid $ 17,686 $ 20,164
CASH CONSISTS OF:
Cash and temporary investments (Note 2) $ 15,133,034 $ 14,346,455
Less: restricted cash or cash equivalents (2,533,410) (3,014,251)

$ 12,599,624 $ 11,332,204
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COUNTY OF TWO HILLS NO. 21

Consolidated Schedule of Property and Other Taxes (Schedule 1)
Year Ended December 31, 2015
(Unaudited)
Budget 2015 2014
TAXATION
Residential land and improvements $ 1630627 $ 1,632,754 $ 1,496,621
Farmland 1,606,132 1,610,440 1,603,031
Non-residential land and improvements 603,383 602,212 636,511
Machinery and equipment 1,904,661 1,898,002 2,089,172
Linear property 6,113,176 6,113,227 5,895,628
11,857,979 11,856,635 11,720,963
REQUISITIONS
Alberta School Foundation Fund 1,751,037 1,751,037 1,673,408
ASFF Opted-out Boards 4,971 5,036 4,710
Eagle Hill Foundation 343,295 343,295 289,503
2,099,303 2,099,368 1,967,621
$ 9758676 $ 9,757,267 $ 9,753,342
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COUNTY OF TWO HILLS NO. 21

Consolidated Schedule of Government Transfers for Operating (Schedule 2)
Year Ended December 31, 2015
(Unaudited)
Budget 2015 2014
TRANSFERS FOR OPERATING
Provincial grants-operating $ 636689 $ 444,058 $ 473,118
Local government grants-operating 9,922 9,123 8,991
$ 646,611 $ 453,181 $ 482,109
Consolidated Schedule of Government Transfers for Capital (Schedule 3)
Year Ended December 31, 2015
(Unaudited)
Budget 2015 2014
TRANSFERS FOR CAPITAL
Provincial grants-capital $ 4,818,488 $ 3,233,141 $ 1,975,196
Federal grants-capital 1,168,580 16,526 23,134
$ 5,987,068 $ 3,249,667 $ 1,998,330
Consolidated Schedule of Expenses by Object (Schedule 4)
Year Ended December 31, 2015
(Unaudited)
Budget 2015 2014
EXPENSES
Salaries, wages and benefits $ 5,440,727 $ 4,275,759 $ 4,418,047
Contracted and general services 2,399,330 1,769,454 1,669,417
Purchases from other governments 2,514,025 1,821,937 4,133,944
Materials, goods, supplies and utilities 4,212,106 4,247,925 4,031,819
Provision for allowances 23,000 1,203,379 109,176
Transfers to other governments 1,113,309 1,117,074 -
Transfers to local boards and agencies 141,022 141,022 139,884
Bank charges and short-term interest 20,750 19,880 22,271
Amortization of tangible capital assets 2,979,033 2,529,283 2,528,229
Loss on sale of tangible capital asset - 59,566 20,825
$ 18,843,302 $ 17,185,279 $ 17,073,612
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