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INDEPENDENT AUDITOR’S REN)RT \‘Velch up®

To the Members of Council of the
CORPORATION OF THE CITY OF BELLEVILLE

We have audited the accompanying consolidated financial statements of the CORPORATION OF THE
CITY OF BELLEVILLE, which comprise the consolidated statement of financial position at December
3 1, 2016 and the consolidated statements of operations and accumulated surplus, changes in net financial
liability 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 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 Corporation’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 Corporation’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 CORPORATION OF THE CITY OF BELLEVILLE as at December 31, 2016 and the
results of its operations and its cash flows for the year then ended in accordance with Canadian public
sector accounting standards.

Belleville, Ontario CHARTERED PROFESSIONAL ACCOUNTANTS
July 10, 2017 LICENSED PUBLIC ACCOUNTANTS
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CORPORATION Of THE CITY of BELLEVILLE

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2016

ACCUMULATED SURPLUS - note]]

Contingent liabilities and Commitments - note JO

2016

$ 91,522,622
3,057,945

11,843,650

18,351,113
16,643,620

141,418,950

20,655,336
16,301,980
2,222,160

22,674,126
102,674,941
164,528,543

592,879,868
1,237,670

785,762
594,903,300

2015

$ 88,242,976
2,778,722

13,218,027
6,597

12,163,951
15,895,761

132,306,034

27,652,875
15,509,470
2,015,850

22,747,382
80, 16&878

148,090,455

571,714,492
1,182,057

741,720
573,638,269

$ 571,793,707 $ 557,853,848

(See acconipanhilig notes)
. j4
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FINANCIAL ASSETS
Cash and investments - note 3
Taxes receivable
Accounts receivable
Deferred charges
Long-term investments - note 4
Investment in Veridian Corporation - note 5

LIABILITIES
Accounts payable and accrued liabilities
Employee benefits payable - note 6
Other liabilities- note 7
Deferred revenue - note 8
Municipal debt- note 9

NET FINANCIAL LIABILITY

NON-FINANCIAL ASSETS
Tangible capital assets - net - schedule 1

Inventory of supplies
Prepaid expenses

(23,l09,593j (15,784,421)
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CORPORATION Of THE CITY OF BELLEVILLE

CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS

YEAR ENDED DECEMBER 31, 2016

NET REVENUE ( EXPENDITURES)

OTHER INCOME AND EXPENSES RELATED TO CAPITAL
Municipal taxation for capital purposes
Grant - Government of Canada
Grant - Government of Ontario

Contribution from developers
Development charges
Park land
Other
Tangible capital assets loss

1NTEREST EARNED ON RESERVES

EQUITY SHARE OF VEIRIDIAN CORPORATION
EARNINGS - note 5

ANNUAL SURPLUS (DEFICIT)

ACCUMULATED SURPLUS, beginning of year
Proporti onate consolidation adjustment

ACCUMULATED SURPLUS, beginning of year adjusted
Veridian Corporation - non-cash benefit
- embedded derivative - note 5

ACCUMULATED SURPLUS, end of year

12,097,000
31,051,000
28,360,000
24,358,000
4,684,0t)0

1 7320.t)00
3,212,000
4,584,000
4,181,000

129,847,000

13,700,908
31,364,799
27,897,670
23,9 14,0t)4
4,632,692

17,192,106
2,781,782
4,651,015
4,228,455

130,363,431

10,514,345
29,929,578
26,697,064
23.530,785
4,449,701

165t)9, 144
3,219,250
1,71 1,776
4,032,775

123,594,418

214,000
322,855
(57,739)

14,928245

- 385,593 386,213

- 1,379,476 1,270,150

(39,000) 13,947,610 10,139,972

2016
B udget

(Note 14)

2016
Actual

2015
Actual

Fines

REVENUES
Municipal taxation $ 82,615,000 $ 82,699,350 $ 79,029,991
Taxation from other governments 2,74t),000 2,760,758 2,697,762
User charges 32,746,t)t)0 33,847,t)97 32,1 l4,5t)8

Grants - Government ofCanada 12,000 27,526 21,194
Grants - Province of Ontario 850,000 47 1 ,227 837,94t)
Grants - Other Municipalities 270,000 266,459 284,269

323,000 107,903 272,843
Investment income 657,0t)0 877,922 828,872
Interest and penalties on taxes 750,0t)0 669,571 685,018
Development charges levies earned 78,000 7,427 316,132
Donations 34,t)00 48,932 61,253

TOTAL REVENUES 121,t)75,000 122,084,172 117,149.782

EXPENDITURES
General government
Protection to persons and property
Transportation services
Environmental services
Health services
Recreation and cultural services
Planning and development
Social and family services
Social housing

TOTAL EXPENDITURES

(8,772,000) (8,279,259) (6,444,636)

4,044,000
2,800,000
I 734,000

155,000

8,733,000

4,044,200
9,037,530
3,655,721
4.044,444

646,667

502,043
(1,468,805)
20,461,800

4,940,400
2,131,906
1,141,563
2,805,973
3,429,287

557,853,848 557,853,848
- (7,751)

557,853,848 557,846,097

547,814,393
( 8,747)

547,8t)5,646

(91,770)

$ 557,814,848 $ 571,793,707 $ 557,853,848

(See accompanying notes)
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CORPORATIoN oF THE CITY Of BELLEVILLE

ANNUAL SURPLUS (DEFICIT)
Amortization of tangible capital assets
Acquisition of tangible capital assets
Changes in assets under construction
Consolidation adjustment tangible capital assets
Loss on tangible capital assets
Proceeds on sale of tangible capital assets
Change in inventory of supplies
Change in prepaid expenses
Veridian Corporation - Non-cash benefit - embedded
derivative - note 5

CHANGE IN NET FINANCIAL LIABILITY

NET FINANCIAL LIABILITY, beginning of year
Proportionate consolidation adjustment

NET FINANCIAL LIABILITY, beginning of year adjusted

NET fiNANCIAL LIABILITY, end of year

$ (39,000) $ 13,947,610 $ 10,139,972
24,407,000 24,407,269 24,339,595

(42, 108,000) ( 106,0 1 2,699) (81,270,365)
58,635, 148 21,629,136

2,326 2,536
1,468,805 57,739

333,775 288,039
(55,613) (45,841)
(44,042) (24,653)

- - (91,770)

( 17,740,000) (7,3 17,42 1) (24,975,612)

( 15,784,42 1) ( 15,784,42 1) 9,199,937
- (7,751) (8,746)

( 15,784,421) ( 15,792,172) 9,191,191

$ (33,524,421j $ (23j09,593J $ (15,784,4j)

CONSOLIDATED STATEMENT Of CHANGE IN NET fINANCIAL LIABILITY

YEAR ENDED DECEMBER 31, 2016

2016 2016 2015
Budget Actual Actual

(Note 14)

(See accompanying ,zotes)
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Ct)RPORAFION OF THE C1T OF BELLEVILLE

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2016

OPERATING
Annual surplus

2016

24,407,269
(4,044,444)

6,597
792,510

I ,468,805
37,000

(1,379,476)
400,000

35,635,871

(279,223)
I ,372,442

(55,759)
(44,138)

(6,995,959)
169,310
(72,908)

29,729,636

(43,333,317)
333,775

(42,999,542)

631,617
95,776
70,837

183,317
79,939

(6,617,031)
(5,555,545)

26,786,000
(4,675,937)
22,1 10,063

24,339,595
(2,805,973)

6,598
354,560

57,739
35,000

(1,270,150)

30,857,341

811,626
(359,342)
(45,978)
(24,747)

9,367,064
352,197

(171,485)
40,786,676

(56,835,571)
288,039

(56,547,532)

724,850
90,939
75,143

167,088
38,105

1,096,125

33,180,000
(3,475,139)
29,704,861

NET CHANGE IN CASH AND CASH EQUIVALENTS 3,284,612 15,040,130

CASH AND CASH EQUIVALENTS, beginning of year
Proportionate consolidation adjustment

88,242,976
C4,966)

73208,62 1
(5,775)

CASH AND CASH EQUIVALENTS, beginning of year adjusted

CASH AND CASH EQUIVALENTS, end of year

88,238,010 73,202,846

$ 91,522,622 $ 88,242,976

(See accompanying notes)
. . .17
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2015

$ 13,947,610 $ 10,139,972

Non-cash charges to operations:
Amortization
Contribution from developers
Deferred charges
Post-employment benefits
Loss on tangible capital assets
Solid waste landfill closure and post closure liabilities
Equity share of Veridian Corporation earnings
Promissory note assumed

Changes in non-cash charges to operations (net change):
Taxes receivable
Accounts receivable
Inventory of supplies
Prepaid expenses
Accounts payable and accrued liabilities
Other liabilities
Deferred revenue

CAPITAL
Acquisition of tangible capital assets
Proceeds on disposal of tangible capital assets

CASH FLOWS FROM INVESTING ACTIVITIES
Dividends received from Veridian Corporation
Net investment in lease
Other investments an investment in own debentures
Bell Boulevard water and sewer recoverable costs
Local improvement levies receivable
Increase in notes receivable

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt
Long-term debt repaid

An Independent Member of BKR International



CORPORATION Of THE CITY of BELLEVILLE

NOTES TO CONSOLIDATED fINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2016

1 . SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of the Corporation of the City of Belleville (The Corporation)
are the responsibility of management prepared in accordance with accounting policies prescribed for
local governments, as recommended by the Public Sector Accounting Board (PSAB) of the Chartered
Professional Accountants of Canada. Significant aspects of the accounting policies adopted by the
Corporation are as follows:

Reporting Entity

The consolidated financial statements reflect the assets, liabilities, revenues, expenditures, and cash
flows of the reporting entity. The reporting entity is comprised of all organizations and enterprises
accountable for the administration of their financial affairs and resources to the Corporation and which
are owned or controlled by the Corporation except for the Corporation’s government business
partnership (Veridian Corporation), which is accounted for on the modified equity basis of accounting.
In addition to general government tax-supported operations, they include the following:

Belleville Public Library Board
Belleville Downtown Improvement Area

Interdepartmental and organizational transactions and balances are eliminated.

The following joint boards are proportionally consolidated:

Centre and South Hastings Waste Services Board

Investment in Veridian Corporation

The Corporation’s investment in Veridian Corporation and its subsidiaries is accounted for on a
modified equity basis, consistent with generally accepted accounting principles as recommended by
PSAB for investments in government business partnerships. Under the modified equity basis of
accounting, the business partnership’s accounting principles are not adjusted to conform to those of
the Corporation and inter-organizational transactions and balances are not eliminated. The
Corporation recognizes its equity interest in the annual income or loss of Veridian Corporation in
its “Consolidated Statement of Operations” with a corresponding increase or decrease in its
investment asset account. Any dividends that the Corporation may receive from Veridian
Corporation and other capital transactions will be reflected as adjustments in the investment asset
account.

Investment in Quinte Solar Generation Inc.

The Corporation, Solera Sustainable Energies Company Limited, and Veridian Corporation holds
15%, 15% and 70% equity interest respectively in the above company, incorporated to own
operate and maintain projects related to solar electricity generation facilities and systems at some
specific locations. This venture is currently in the application stage with the Independent
Electricity System Operator (JESO) and has yet been injected with capital by the joint parties.

Investment in Quinte Hydraulic Generation Inc.

The Corporation, Peterborough Utilities Inc., and Veridian Corporation holds 15%, 42.5% and
42.5% equity interest respectively in the above company, incorporated to own , operate and
maintain projects related to hydraulic electricity generation facilities and systems at some specific
locations. This venture is currently in the application stage with the Independent Electricity System
Operator (LESO) and has yet been injected with capital by the joint parties.

. . /8
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CORPORATION OF THE CITY OF BELLEVILLE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2016

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

The following local boards and joint local boards are not consolidated:

The Hastings and Prince Edward Counties Health Unit
Hastinet - a joint board of The Belleville Public Library Board and Quinte West Public Library
Board
Quinte Conservation

Accounting for School Board Transactions

The assets, liabilities, revenues, and expenditures with respect to the operations of schools boards are
not reflected in these consolidated financial statements.

Basis of Accounting

The consolidated financial statements are reported on the accrual basis of accounting. The accrual
basis of accounting recognizes revenues as they become available and measurable. Expenses are
recognized as they are incurred and measurable as a result of receipt of goods or services and the
creation of a legal obligation to pay.

Land Held for Resale

Land held for resale is recorded at the lower of cost or net realizable value. Cost includes amounts for
improvements to prepare the land for sale or servicing. Included in tangible capital assets at December
3 1, 2016 is industrial land held for resale of $17,419,839 and land and buildings declared surplus by
Council with a net book value of $1,186,000.

Net Investment in Direct Financing Leases Receivable

Investment income related to the Corporation’s net investment in direct financing leases is recognized
in a manner that produces a consistent rate of return on investment. The investment in leases is
composed of net minimum remaining lease payments net of unearned investment income.

Deferred Charges

Deferred charges include debt discount and commissions and are amortized on a straight-line basis
over the term of the related debenture.

Deferred Revenue - Obligatory Reserve Funds

The Corporation receives contributions under the authority of provincial legislation and City by-laws.
These funds by their nature are restricted in their use and until applied to applicable projects are
recorded as deferred revenue. Amounts applied to projects are recorded as revenue in the fiscal period
they are expended.

Deferred Revenue

Deferred revenues represent user charges which have been collected but for which the related services
have yet to be performed. These amounts will be recognized as revenues in the fiscal year services are
performed. In addition, any contributions received with external restrictions are deferred until the
related expenditures are made.

. . /9
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CORPoRATION OF TIlE CITY of BELLEVILLE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2016

1 . SIGNIFICANT ACCOUNTING POLICIES (continued)

a) Tangible Capital Assets

Tangible capital assets are recorded at cost, which includes all amounts that are directly attributable to
acquisition, construction, development or betterment of the asset. Initial costs for tangible assets that
were acquired and developed prior to 2009 were obtained using historical cost information or using
current fair market values discounted by a relevant inflation factor to the point of acquisition. The
cost, less residual value, of the tangible capital assets is amortized on a straight-line basis over their
estimated useful life as follows:

Land Improvements
Buildings
Transit buses
Machinery and equipment
Vehicles
Computer hardware and software
Water and waste plants and networks

-underground networks
-sewage treatment plants and

lift stations
-water pumping stations and reservoirs
-flood stations and other infrastructure

Transportation
-roads
-bridges and other structures

Leased assets

- 15 years
- 20 to 100 years
- 10 years
- 10 years
- 5 to 10 years
- 5 to 10 years

- 15 to75 years

- 50 to 75 years
- 50 to 75 years
- 50 to 75 years

- l5to26years
- 25 to 75 years
- 5 to 40 years

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, at which
time they are capitalized.

The Corporation has a capitalization threshold so that individual tangible capital assets of lesser value
are expensed, unless they are pooled, because collectively they have significant value, or for
operational reasons.

b) Contribution of Tangible Capital Assets

Tangible capital assets received as contributions are recorded at their fair value at the date of receipt
and also are recorded as revenue. Similarly, transfer of assets to third parties are recorded as an
expense equal to the net book value of the assets as of the date of transfer.

c) Works of Art and Historical Treasures

The Corporation owns both works of art and historical treasures at various museums and facilities.
These assets are deemed worthy of preservation because of the social rather than financial benefits
they provide the community. These assets are not recorded as tangible capital assets and are not
amortized.

. . ./11
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CORPORATION OF THE CITY Of BELLEVILLE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2016

I . SIGNIFICANT ACCOUNTING POLICIES (continued)

d) 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 expense as
incurred.

e) Inventory of Supplies

inventories held for consumption are recorded at the lower of cost and replacement cost.

Foreign Currencies

Foreign currency transactions entered into by the Corporation have been translated at the exchange
rate prevailing at the date of transaction. Monetary assets have been translated at the year-end
exchange rate. Foreign exchange gain and losses are included in the statement of operations and
accumulated surplus.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting policies for local
governments, as recommended by the Public Sector Accounting Board of the Chartered Professional
Accountants of Canada requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the consolidated financial statements and the reported amounts of revenues and expenditures during
the reporting period. Management makes accounting estimates when determining the estimated useful
life of the Corporations tangible capital assets, its allowance for doubtful accounts, the carrying value
of its inventory, the accrued liabilities for employee benefits, solid waste landfill closure and post-
closure cost and liability for contaminated sites. Actual results could differ from those estimates.

2. FINANCIAL INSTRUMENTS

The Corporation’s financial instruments consist of cash, taxes receivable, accounts and notes
receivable, investments, accounts payable and accrued liabilities and municipal debt. Unless otherwise
noted, it is management’s opinion that the Corporation is not exposed to significant interest rate,
currency or credit risks arising from these financial instruments.

. . /12
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CORPORATION OF THE CITY OF BELLEVILLE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

3. CASH AND INVESTMENTS

YEAR ENDED DECEMBER 31, 2016

The cash and investments balance consists of the following:

City of Belleville
Cash and chequing accounts
Mutual funds/segregated funds
Fixed income accounts
Principal protected notes

Belleville Public Library Board
Belleville Downtown Improvement Area
Centre and South Hastings Waste Services Board

___________

2016

$ 15,470,027 $ 15,470,027 $ 19,028,121
1,009 1,009 1,567,526

63,778,921 63,757,431 62,175,686
10,618,810 10,500,000 4,000,000

656,481 656,481 410,962
415,832 415,832 386,376
721,842 721,842 674,305

$ .
91,662,922 $ 91,522,622 $ 88,242,976

Cash and investments in the amount of$22,516,388 (2015 - $22,454,520) have been restricted to

support obligatory reserve funds, reserves and deferred revenue.

4. LONG-TERM INVESTMENTS

Long-term investments balance consist of the following:

Net investment in lease (a)
Bell Boulevard water and sewer recoverable costs (b)
Local improvement levies receivable (c)
Note receivable Veridian Corporation (d)
Note receivable Veridian Connections Inc. (d)
Notes receivable - other (e)
Other investments

2016
$ 487,830

2,593,895
148,341

2,206,000
5,588,000
6,617,031

710,016
$. 18,351,113

2015
$ 583,606

2,777,212
228,280

2,206,000
5,588,000

780,853
$ 12,163,951

a) Net Investment in Lease

The net investment in lease includes the following:

Total lease payments receivable
Less: Unearned interest income

_____________ ______________

The Corporation purchased equipment and leased the equipment to a company which is accounted for

as a direct financing lease. Terms of the lease include monthly payments of $10,318 starting July 1,

2011 and maturing June 1, 2021; an incremental borrowing rate of 5.25%; an option to purchase the

equipment for a nominal amount at the conclusion of the lease agreement; security of an irrevocable

letter of credit in the amount of $200,000 which shall remain in place for the term; in the event of

default the equipment supplier agrees to buy back the equipment from the Corporation at the

depreciated cost.

Welch up

Market Value 2015

2016 2015

$ 546,843
59,013

$ 487,830

$ 670,656
87,050

$ 583,606
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