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2 Red Deer

MAYOR AND CITY COUNCIL

Left to Right: Councillor D. Wyntjes, Councillor C. Jefferies, Councillor M. Dawe, Councillor L. Lee, Mayor
K. Johnston, Councillor K. Barnstable, Councillor V. Higham, Councillor B. Buruma, Councillor V.
Doerksen.

The City of Red Deer is governed by an elected City Council comprised of a Mayor and eight
Councillors. Through the City Manager, this group provides governance and leadership to City
Administration. The Mayor and all Councillors are members in a number of Committees and
Boards that address specific topics.

Each Councillor is elected on an ‘at large’ basis, meaning that Councillors are not elected on a
geographic basis or in a ward. Each Councillor is available to any citizen who wishes to discuss
an issue. City Council meetings are held in Council Chambers every second Monday. The
meetings are open to the public.
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2 Red Deer

REPORT FROM THE CHIEF FINANCIAL OFFICER
The City of Red Deer

Introduction

Mayor Ken Johnston, Members of Council of The City of Red Deer, | am pleased
to present the 2022 Annual Financial Report of The City of Red Deer. The
attached report provides information to taxpayers and other members of the
public about The City’s 2022 financial performance. In addition, this report
describes some of The City’s major financial challenges and provides an
assessment of The City’s general economic condition.

Financial Statement Highlights & Analysis

Operating Results

2022 has been an unprecedented year for The City with the economy recovering
from the COVID-19 pandemic and the Bank of Canada hiking interest rates to
help mitigate rising inflation. These issues, not unique to Red Deer, are posing

challenges to The City’s current financial strategy.

Total operating revenue has increased by $8.1 million (3%) over last year but fell
short of budget by $14.7 million (4%).

Consolidated Operating Revenues (in thousands of dollars)
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User fees and sale of goods went up by $11.9 million due to an increase in
service levels after the pandemic in recreation facilities, transit, and utilities. Most
of the increase is in land sales.
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2 Red Deer |

Unfortunately, the recovery did not return The City’s operations to pre-pandemic
levels. The expectation of revenue increases in those areas exceeded actual
results.

Operating expenses were also heavily impacted. Pandemic recovery as well as
higher inflation have contributed to the general increase in expenses over last
year in the amount of $20.2 million (5%). These increases come in the form of
higher fuel costs in transportation and fleet, higher transmission costs and tariffs
for electric light and power, and increased salaries at recreation facilities, transit,
as well as ongoing overtime for police and emergency services.

On an object basis, these increases are primarily impacting salaries, contracted
services, and materials and supplies expense, offset by the decrease in grants to
organizations. The City planned on these costs rising, however, and came within
$3.5 million (1%) of budgeted expenses.

Consolidated Expenses (in thousands of dollars)
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Due to lower-than-expected revenue and increasing expenses, The City reported
an operating deficit of $43.5 million for the year ended December 31, 2022. This
is $11.2 million (35%) over budget of $32.4 million.

Operating deficits can affect The City’s ability to fund operations in the future, as
it has a direct impact on tax supported reserves. Reserves overall have declined
by $21.3 million (11%); $18.7 million of that decrease is the Operating Reserve-
Tax Supported (ORTS). The City budgeted a decline (use) of ORTS during 2022
and expected a year-end balance of $17.5 million, however due to the operating
deficit, the actual year-end balance is now $8.9 million.
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2 Red Deer

Reserve Balances (in thousands of dollars)
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Taken together, tax-supported activities (general government services, protective
services, transportation, community services, and recreation, parks, and culture)
reported a deficit before capital related revenues of $71.5 million. This is mostly
related to depreciation on tangible capital assets which The City does not fund
through taxes, but through equity in tangible capital assets. The remaining 25%
of the shortfall must be funded through ORTS.

The main areas attributing to the unexpected shortfall in tax supported operations
is the RCMP contract and the Kinsmen arena contaminated site accrual as well
as lower-than-expected tax-supported revenues, nhamely investment income,
transit, recreation, and fines. These shortfalls are somewhat offset by higher staff
vacancies and lower finance charges in transportation and higher community
services grants.

Despite this concerning decline in ORTS, self-supported operations are holding
steady with no significant change from prior year when taken as a whole. The
City expected the use of reserves during the past three years: future budgets will
need to improve these key reserves. A revised reserve policy will be forthcoming
to Council with a recommended minimum balance for ORTS.

Capital Results

The City’s capital expenditures revealed a little less activity compared to last
year. This is due to one of the COVID-19 grant programs ending in 2022, leaving
the COVID-19 Resilience grant until December 31, 2023. Total capital grant
revenue recognized in the year is $46.7 million, which is $8.6 million (23%) more
than projected and $1.9 million (5%) more than last year. The City put more
emphasis on utilizing grants while they are still available and less on borrowing
and capital reserve.
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2 Red Deer |

In 2022, total capital expenditures of $105.2 million were financed with 44%
capital grants, 33% reserve, 18% debenture borrowing, and 5% developer fees
and other external sources.

Capital Funding (in thousands of dollars)

-y

$34,487

$4,783
= Capital government transfers = Developer fees and other
Capital reserve = Borrowing

The capital activities for The City have resulted in an overall annual surplus of
$9.7 million, which is much lower than prior year and lower than budgeted. This
shows that The City has become increasingly dependent on capital grants to
grow its accumulated surplus. However, it is important to note that all of this
surplus is used to purchase tangible capital assets and is not available for
operations.

Financial Position

The statement of financial position tells its own story. Both financial assets and
liabilities declined over last year. Municipal Sustainability Initiative (MSI) and
Canada Community Building Fund (CCBF) advances for 2022 have fallen by
roughly half. Although, this did not change the amount of grant revenue reported
in 2022, it did reduce both government transfers receivable and deferred
government transfers. This indicates potential declines in capital grant revenue
reported in the future, especially as the COVID-19 Resilience grant comes to an
end.

Because the decrease in financial assets exceeded the decrease in liabilities, the
net debt has increased by $21.2 million (20%) from prior year.

Impacts from COVID-19 recovery and rising costs are reflected in The City’s
financial position as well. Lower capital expenditures in 2022 have freed up more
cash flows to invest in short term deposits to take advantage of the higher
interest rates. Losses on sale of long-term investment has also occurred,
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2 Red Deer |

resulting in lower investment earnings recognized as short term interest is
allocated to The City’s various deferred revenue balances.

The market value of The City’s investments fell over 6% to the investment cost,
the largest decline in recent memory. Actual investment losses are not realized
unless the investments are sold. Management believes that these declines are
temporary as interest rates stabilize and the bond market adjusts to a higher
interest rate environment.

Debt Limit

The City’s investment portfolio is not the only area affected by a higher interest
rate environment. The cost of new borrowing will increase into the foreseeable
future. Though, The City has reported no substantial increase in finance charges
for 2022, the debt servicing limit is more forward looking. Despite higher
revenues resulting in higher debt service limit of $89 million, total debt servicing
costs have risen at a higher rate, resulting in an increase in debt service limit to
37%, up from 36%. This is largely due to full years’ worth of payments on the $19
million debenture issued September 2021 for The Westerner Exposition
Association. Although a 1% increase is not a cause for concern on its own, it is
important to note that, going forward, the more expensive new debt becomes, the
higher the debt servicing limit will grow relative to the debt limit.

Debt Service and Debt Service Limit
(in thousands of dollars)
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This is illustrated by The City’s debit limit decreasing even though debt servicing
increased. The debt limit percentage is now at 56%, down from 58% due to
higher revenues and long-term debt remaining relatively unchanged.
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2 Red Deer

Debt Outstanding and Debt Limit
(in thousands of dollars)
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In Summary

With no changes to service levels, no increases to property taxes combined with
increased costs during the past three years has culminated in The City relying
heavily on operating reserves, specifically the ORTS. This is a trend The City
must improve upon in the upcoming years.

While The ORTS is an area of concern, other indicators do provide a positive
picture. Utility operations remain stable and well managed, the use of debt has
leveled off, and the investments made to our assets are strong. Administration
has more control over costs, which are managed well, and less control over
revenues, which have not achieved our planned levels.

The task before us is to maintain what we are doing right and to improve upon
our key reserve balances. The City’s future budgets are moving away from a
reliance on reserves as a funding source and plan to update the reserve policy to
prop up reserve balances. Our next two years will also see the City develop a
Long Term Financial Plan and an overall values based service level review.

Respectfully submitted,

Ray Macintosh, MBA, CPA, CGA
Chief Financial Officer
May 1, 2023
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MANAGEMENT REPORT

Management of The City of Red Deer is responsible for the preparation, accuracy, objectivity, and
integrity of the accompanying consolidated financial statements and all other information within this
financial report. Management believes that the consolidated financial statements present fairly The City's
financial position as at December 31, 2022 and the results of its operations for the year then ended.

The consolidated financial statements have been prepared in compliance with legislation and in
accordance with Canadian public sector accounting standards. They include certain amounts based on
estimates and judgments. Management determines such amounts on a reasonable basis in order to
ensure that the consolidated financial statements are presented fairly in all material respects.

Management is responsible for maintaining an adequate system of internal controls to produce reliable
information and to meet reporting requirements on a timely basis. The system is designed to provide
management with reasonable assurance that transactions are authorized and assets are properly
accounted for and safeguarded. The system is monitored and evaluated by management and reliable
financial information is available for preparation of the consolidated financial statements.

The City Council reviews the consolidated financial statements principally through its Audit Committee.
The external auditors have full access to the Audit Committee with and without the presence of
management. The City Council has approved the consolidated financial statements.

KPMG LLP, an independent firm of chartered professional accountants, have been appointed by The
City to audit the consolidated financial statements. The accompanying Independent Auditor's Report
outlines their responsibilities, the scope of their engagement, and their opinion on The City’s
consolidated financial statements in accordance with Canadian generally accepted auditing standards.

2 ; é «g A, @ ,,,,, |

Tara Lodewyk Ray Maclntosh
City Manager Chief Financial Officer
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KPMG LLP

2200, 10175 — 101 Street
Edmonton, AB T5J OH3
Telephone (780) 429-7300
Fax (780) 429-7379
www.kpmg.ca

INDEPENDENT AUDITOR’S REPORT

To His Worship the Mayor and Members of the Council of the City of Red Deer
Opinion

We have audited the consolidated financial statements of the City of Red Deer (the “Entity”), which
comprise:

the consolidated statement of financial position as at December 31, 2022

the consolidated statement of operations and accumulated surplus for the year then ended
the consolidated statement of changes in net financial assets for the year then ended

the consolidated statement of cash flows for the year then ended

and notes to the consolidated financial statements, including a summary of significant accounting
policies

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
consolidated financial position of the Entity as at December 31, 2022, and its consolidated results of
operations, its consolidated changes in net financial assets and its consolidated cash flows for the year
then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the “Auditor’s Responsibilities for the
Audit of the Financial Statements” section of our auditor’s report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit
of the financial statements in Canada and we have fulfilled our other ethical responsibilities in accordance
with these requirements.

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

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global

organization of independent member firms affiliated with KPMG International Limited, a private C|t)l of Red Deer: 2022 Annual Financial Report Page 14
English company limited by guarantee.

KPMG Canada provides services to KPMG LLP.



KPMG

Other Information
Management is responsible for the other information. Other information comprises:

e the information, other than the financial statements and the auditor’s report thereon, included in a
document likely to be entitled the “2022 Annual Report”.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit and remain alert for indications that the other
information appears to be materially misstated.

We obtained the information, other than the financial statements and the auditor’s report thereon, included
in a document likely to be entitled the “2022 Annual Report” as at the date of this auditor’s report.

If, based on the work we have performed on this other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact in the auditor’s report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Entity’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 either intends to liquidate the Entity or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the 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.
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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 users taken on the basis of the
financial statements.

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

We also:

e Identify and assess the risks of material misstatement of the 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.

e 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 Entity's internal control.

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

e 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 Entity'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 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 Entity to cease to continue as a going concern.

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

e 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.
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e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the group Entity to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

Lons 44X
s L

Chartered Professional Accountants

Edmonton, Canada
May 1, 2023
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2022 (in thousands of dollars)

2022 2021
Financial Assets
Cash and cash equivalents (Note 2) $ 23,058 $ 39,867
Accounts receivable (Note 3) 63,526 93,324
Land held for sale (Note 4) 48,242 47,814
Investments (Note 5) 212,281 199,583
Loans receivable (Note 6) 17,045 17,300
364,152 397,888
Liabilities
Accounts payable and accrued liabilities (Note 7) 51,280 60,380
Deposits 3,789 3,576
Deferred revenue (Note 8) 112,022 119,506
Employee benefit obligations (Note 9) 16,353 14,873
Landfill closure and post-closure liability (Note 10) 8,432 6,537
Long-term debt (Note 11) 300,584 300,131
492,460 505,003
Net Debt (128,308) (107,115)
Non-financial Assets
Tangible capital assets (Schedule 1, Note 13) 2,169,964 2,143,123
Inventory held for consumption 13,200 10,566
Prepaid expenses 3,919 2,543
2,187,083 2,156,232
Accumulated Surplus (Schedule 2, Note 15) $ 2,058,775 $ 2,049,117

Contractual rights and obligations (Note 25)
Contingencies (Note 26)

Guarantees (Note 27)

Segmented disclosure (Schedule 3, Note 28)
Related party disclosure (Note 29)

Approved on behalf of/City Council:

{

Kraymer Barnstable, Councillor

fompanying Notes to the Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF OPERATIONS
For the Year Ended December 31, 2022 (in thousands of dollars)

Budget
(Note 30) 2022 2021
Revenues (Schedule 3)
Net municipal taxes (Note 16) 136,506 $ 136,591 $ 135,531
User fees and sale of goods (Note 17) 192,050 175,742 163,860
Operating government transfers (Note 18) 13,245 17,614 21,471
Investment earnings 2,883 1,285 4,213
Fines and penalties 5,597 3,963 4,017
Natural gas distribution franchise 9,667 10,515 8,769
Licenses and permits 3,322 3,472 3,259
Other operating revenue 3,008 2,401 2,390
366,278 351,583 343,510
Expenses (Schedule 3, Note 19)
General government services 47,877 47,969 52,118
Protective services and parking 85,953 88,529 85,611
Transportation and fleet 85,197 80,760 75,197
Community services 16,460 16,510 17,217
Recreation, parks, and culture 54,072 55,503 49,704
Water and wastewater 44,358 41,327 38,291
Waste management 13,478 14,120 13,162
Subdivisions, land, and development 2,860 2,224 1,427
Electric light and power 48,410 48,183 42 197
398,665 395,125 374,924
Annual Deficit before Other (32,387) (43,542) (31,414)
Other (Schedule 3)
Capital government transfers (Note 18) 38,054 46,699 44,837
Contributed tangible capital assets (Note 13) 6,629 1,718 2,176
Developer and customer contributions 2,470 4,777 4,233
Other capital revenue 543 6 19
Annual Surplus 15,309 9,658 19,851
Accumulated Surplus, beginning of year 2,049,117 2,049,117 2,029,266
Accumulated Surplus, end of year 2,064,426 $ 2,058,775 2,049,117
See accompanying Notes to the Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF CHANGE IN NET DEBT
For the Year Ended December 31, 2022 (in thousands of dollars)

Budget
(Note 30) 2022 2021
Annual Surplus $ 15,309 $ 9,658 $ 19,851
Acquisition of tangible capital assets (105,575) (105,166) (116,515)
Contributed tangible capital assets (6,629) (1,718) (2,176)
Proceeds on disposal of tangible capital assets - 64 1,192
Amortization of tangible capital assets 80,001 79,834 76,322
Loss on disposal of tangible capital assets - 145 2
(32,203) (26,841) (41,175)
Net purchase of inventory held for consumption - (2,634) (659)
Net use (acquisition) of prepaid expenses - (1,376) 683
- (4,010) 24
Increase in Net Debt (16,894) (21,193) (21,300)
Net Debt, beginning of year (107,115) (107,115) (85,815)
Net Debt, end of year $ (124,009) $ (128,308) $ (107,115)

See accompanying Notes to the Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2022 (in thousands of dollars)

2022 2021
Net inflow (outflow) of cash related to the following:
Operating Activities
Annual surplus $ 9,658 $ 19,851
Non-cash items included in annual surplus:
Amortization of tangible capital assets 79,834 76,322
Loss on disposal of tangible capital assets 145 2
Contributed tangible capital assets (1,718) (2,176)
Non-cash charges to operations:
Accounts receivable 29,798 (30,716)
Land held for sale (428) 6
Loans receivable 255 (16,672)
Accounts payable and accrued liabilities (9,100) 8,072
Deposits 213 660
Deferred revenue (7,484) 26,335
Employee benefit obligations 1,480 824
Landfill closure and post-closure liability 1,895 900
Inventory held for consumption (2,634) (659)
Prepaid expenses (1,376) 683
100,538 83,432
Capital Activities
Acquisition of tangible capital assets (105,166) (116,515)
Proceeds on disposal of tangible capital assets 64 1,192
(105,102) (115,323)
Investing Activities
Investments purchased (88,386) (114,308)
Investments redeemed 75,688 150,691
(12,698) 36,383
Financing Activities
Long-term debt issued 22,276 43,513
Long-term debt repaid (21,823) (21,531)
453 21,982
Change in cash and cash equivalents during the year (16,809) 26,474
Cash and cash equivalents, beginning of year 39,867 13,393
Cash and cash equivalents, end of year $ 23,058 $ 39,867
See accompanying Notes to the Consolidated Financial Statements
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SCHEDULE 1 - CONSOLIDATED SCHEDULE OF TANGIBLE CAPITAL ASSETS
For the Year Ended December 31, 2022 (in thousands of dollars)

Machinery,
Equipment,
Land and Engineered Assets Under
Land Improvements Buildings Furnishings Vehicles Structures Construction 2022 2021
Cost:
Balance, beginning of year $ 371,924 § 150,657 $ 417,220 $ 128,537 $ 68,267 $ 2,126,626 $ 112,472 $ 3,375,703 $ 3,263,549
Acquisition and contributions of
tangible capital assets 140 4,151 15,582 5,335 4,131 88,989 (11,444) 106,884 118,691
Disposal of tangible capital assets - - (280) (963) (120) (90) - (1,453) (6,537)
Balance, end of year 372,064 154,808 432,522 132,909 72,278 2,215,525 101,028 3,481,134 3,375,703
Accumulated Amortization:
Balance, beginning of year - (67,233) (154,870) (75,121) (33,079) (902,277) - (1,232,580) (1,161,601)
Amortization of tangible capital
assets - (5,539) (11,843) (8,247) (4,599) (49,606) - (79,834) (76,322)
Accumulated amortization on
disposals - - 207 840 115 82 - 1,244 5,343
Balance, end of year - (72,772) (166,506) (82,528) (37,563) (951,801) - (1,311,170)  (1,232,580)
Net book value of tangible
capital assets $ 372,064 $ 82,036 $ 266,016 $ 50,381 $ 34,715 $ 1,263,724 $ 101,028 $ 2,169,964 $ 2,143,123
2021 Net Book Value of Tangible
Capital Assets $ 371,924 $ 83,424 $ 262,350 $ 53,416 $ 35,188 $ 1,224,349 $ 112,472 $ 2,143,123

See accompanying Notes to the Consolidated Financial Statements (Note 13)
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SCHEDULE 2 - CONSOLIDATED SCHEDULE OF CHANGE IN ACCUMULATED SURPLUS

For the Year Ended December 31, 2022 (in thousands of dollars)

Unrestricted Reserves Equity in Tangible 2022 2021
surplus and capital Capital Assets
to be financed
Balance, beginning of year $ (34,344) 203,107 $ 1,880,354 $ 2,049,117 $ 2,029,266
Annual Surplus 9,658 - - 9,658 19,851
Unrestricted funds designated for future use (65,358) 65,358 - -
Restricted funds used for operations 52,144 (52,144) - -
Restricted funds used for tangible capital assets - (34,487) 34,487 -
Current year funds used for tangible capital assets (70,679) - 70,679 -
Contributed tangible capital assets (1,718) - 1,718 -
Disposal of tangible capital assets 209 - (209) -
Amortization of tangible capital assets 79,834 - (79,834) -
Long term debt related to tangible capital assets issued 22,276 - (22,276) -
Long term debt related to tangible capital assets repaid (18,969) - 18,969 -
Change in accumulated surplus 7,397 (21,273) 23,534 9,658 19,851
Balance, end of year $ (26,947) 181,834 $ 1,903,888 $ 2,058,775 $ 2,049,117

See accompanying Notes to the Consolidated Financial Statements (Note 15)
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SCHEDULE 3 - CONSOLIDATED SCHEDULE OF SEGMENTED DISCLOSURE
For the Year Ended December 31, 2022 (in thousands of dollars)

General Protective Recreation, Subdivisions, Electric
government services and Transportation Community parks, and  Water and Waste land, and light and
services parking and fleet services culture wastewater management development power Total

Revenues

Net municipal taxes $ 391§ 61,173 $ 32,990 $ 7517 § 34,520 $ -$ -3 - - 136,591
User fees and sale of goods 314 12,661 4,755 647 9,943 64,079 17,525 5,297 60,521 175,742
Operating government transfers 696 4,719 1,078 10,132 989 - - - - 17,614
Investment earnings (284) - 541 33 184 272 201 26 312 1,285
Fines and penalties 742 2,723 - - 72 268 56 - 102 3,963
Natural gas distribution franchise 10,515 - - - - - - - - 10,515
Licenses and permits 91 3,314 38 29 - - - - - 3,472
Other operating revenue 424 424 391 72 611 110 352 17 - 2,401

12,889 85,014 39,793 18,430 46,319 64,729 18,134 5,340 60,935 351,583

Expenses

Salaries, wages, and benefits 27,018 46,271 25,429 4,495 27,902 10,696 1,178 542 5,911 149,442
Contracted services 6,890 4,046 6,488 820 8,042 4,078 10,919 80 4,152 45,515
Materials and supplies 1,232 1,613 8,718 327 5,472 6,004 85 1,397 33,086 57,934
Purchases from other

governments - 32,903 - - - - - - - 32,903
Grants to organizations 2,488 - 1,268 10,732 2,829 - - - - 17,317
Financial charges 6,951 102 536 - 155 1,925 12 205 478 10,364
Amortization of tangible capital

assets 3,304 3,342 38,219 121 11,064 18,620 625 - 4,539 79,834
Other expenses 86 252 102 15 39 4 1,301 - 17 1,816

47,969 88,529 80,760 16,510 55,503 41,327 14,120 2,224 48,183 395,125

Annual surplus (deficit)

before other (35,080) (3,515) (40,967) 1,920 (9,184) 23,402 4,014 3,116 12,752 (43,542)
Other

Capital government transfers 1,456 1,744 24,525 - 17,554 1,420 - - - 46,699
Contributed tangible capital

assets - - 914 - 139 665 - - - 1,718
Developer and customer

contributions - - 3,822 - 87 240 - - 628 4,777
Other capital revenue - - - - - - - 6 - 6
Annual surplus (deficit) $  (33,624) $ (1,771) $ (11,706) $ 1,920 $ 8,596 $ 25,727 $ 4,014 $ 3122 $ 13,380 $ 9,658
See accompanying Notes to the Consolidated Financial Statements (Note 28)
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SCHEDULE 3 - CONSOLIDATED SCHEDULE OF SEGMENTED DISCLOSURE
For the Year Ended December 30, 2021 (in thousands of dollars)

General Protective Recreation, Subdivisions, Electric
government services and Transportation Community parks, and  Water and Waste land, and light and
services parking and fleet services culture wastewater management development power Total

Revenues

Net municipal taxes $ 19 § 57,132 $ 33,988 $ 6,430 $ 37,962 $ -$ -3 - 8 - $ 135531
User fees and sale of goods 317 12,617 3,616 581 6,545 62,463 17,715 228 59,778 163,860
Operating government transfers 4,693 3,907 273 11,378 1,220 - - - - 21,471
Investment earnings 1,316 - 877 47 200 784 319 112 558 4,213
Fines and penalties 740 2,779 - - 33 256 53 - 156 4,017
Natural gas distribution

franchise 8,769 - - - - - - - - 8,769
Licenses and permits 42 3,164 29 24 - - - - - 3,259
Other operating revenue 436 436 423 94 421 137 432 11 - 2,390

16,332 80,035 39,206 18,554 46,381 63,640 18,519 351 60,492 343,510

Expenses

Salaries, wages, and benefits 25,791 45,693 24,074 4,132 24,888 10,929 1,049 525 5,374 142,455
Contracted services 6,769 3,990 4,322 2,071 5,139 4,281 10,670 24 4,248 41,514
Materials and supplies 1,102 1,346 6,533 280 5,721 4,826 62 631 27,691 48,192
Purchases from other

governments - 31,320 - - - - - - - 31,320
Grants to organizations 8,541 - 2,484 10,639 2,655 - - - - 24,319
Financial charges 6,341 93 614 - 111 1,878 12 246 551 9,846
Amortization of tangible capital

assets 3,586 3,037 37,432 83 10,949 16,342 569 - 4,324 76,322
Other expenses (12) 132 (262) 12 241 35 800 1 9 956

52,118 85,611 75,197 17,217 49,704 38,291 13,162 1,427 42,197 374,924

Annual surplus (deficit)

before other (35,786) (5,576) (35,991) 1,337 (3,323) 25,349 5,357 (1,076) 18,295 (31,414)
Other

Capital government transfers 1,119 5,859 28,731 - 8,695 451 - - (18) 44,837
Contributed tangible capital

assets - - 1,893 - 74 209 - - - 2,176
Developer and customer

contributions 9 - 2,747 - 124 624 - - 729 4,233
Other capital revenue - - 19 - - - - - - 19
Annual surplus (deficit) $  (34,658) $ 283 $ (2,601) $ 1,337 $ 5,570 $ 26,633 $ 5,357 $ (1,076) $ 19,006 $ 19,851
See accompanying Notes to the Consolidated Financial Statements (Note 28)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended December 31, 2022 (in thousands of dollars)

1 SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements (the "financial statements") of The City of Red Deer ("The
City") are prepared by management in accordance with Canadian public sector accounting
standards ("PSAS"). Significant aspects of the accounting policies adopted by The City are as
follows:

The financial statements reflect the assets, liabilities, revenues and expenses, changes in reserve
balances, and change in financial position of the reporting entity. This entity is comprised of the
municipal operations as well as all the organizations and committees that are controlled and
therefore, accountable to City Council for the administration of their financial affairs and resources.
They include the following:

City Municipal and Utilit