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Management’s Statement of Responsibility for Financial Reporting

Management of The Corporation of The City of Sarnia is responsible for the preparation, presentation
and integrity of the accompanying consolidated financial statements. This responsibility includes the
selection and consistent application of appropriate accounting principles and methods in addition to
making the judgments and estimates necessary to prepare the consolidated financial statements in
accordance with generally accepted accounting principles for local governments as recommended by
the Public Sector Accounting Board of the Chartered Professional Accountants of Canada.

Management is also responsible for providing reasonable assurance that assets are safeguarded and
that relevant and reliable financial information is produced. Management is required to design a system
of internal controls to achieve these responsibilities and to ensure the proper authorization of
transactions and the integrity of the financial data. BDO Canada LLP, whose report follows, were
appointed as independent auditors by City Council to audit the consolidated financial statements.

City Council is responsible for determining that management fulfills its responsibilities in the preparation
of the consolidated financial statements and the financial control of operations. These consolidated
financial statements have been approved by City Council.

Sarnia, Ontario, Canada

June 3, 2024

Chris Carter, Chief Administrative Officer

David Stockdale, General Manager, Corporate Services

iy

Jane Qj, Treasurer



Tel: 519-336-9900 BDO Canada LLP
Fax: 519-332-4828 Kenwick Place, 250 Christina Street North
www.bdo.ca PO Box 730

Sarnia, ON N7T 7J7 Canada

Independent Auditor’'s Report

To the Members of Council of the Corporation of the City of Sarnia

Opinion

We have audited the consolidated financial statements of the Corporation of the City of Sarnia (the
Municipality), which comprise the consolidated statement of financial position as at December 31, 2023, and
the consolidated statements of operations, change in net financial assets and cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Corporation of the City of Sarnia as at December 31, 2023, and its
consolidated results of operations, its consolidated change 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 Consolidated Financial Statements section of our report. We are independent of the Municipality in
accordance with the ethical requirements that are relevant to our audit of the consolidated 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.

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

Management is responsible for the preparation and fair presentation of the 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.

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

Those charged with governance are responsible for overseeing the Municipality’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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. 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 these consolidated financial statements.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements - continued
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:

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

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 Municipality’s internal control.

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

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 Municipality’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 consolidated 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 Municipality to cease to continue as a going concern.

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

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

We 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.

BDO Canada LLFP

Chartered Professional Accountants, Licensed Public Accountants

Sarnia, Ontario
June 13, 2024



THE CORPORATION OF THE CITY OF SARNIA

Financial Statements
Consolidated Statement of Financial Position
As at December 31, 2023

FINANCIAL ASSETS
Cash and investments (note 5)
Taxes receivable
Accounts receivable
Long-term receivables (note 6)
Investment in Sarnia Power Corporation (note 7)

Total financial assets

LIABILITIES
Accounts payable and accrued liabilities
Other current liabilities
Deferred revenue (note 8)
Long-term liabilities (note 9)
Asset retirement obligation (note 23)
Employee future benefits (note 10)
Accrued tax liabilities (note 12)

Total liabilities
NET FINANCIAL ASSETS

NON-FINANCIAL ASSETS
Tangible capital assets (note 13)
Inventory

Prepaid expenses
Land held for sale

Total non-financial assets

Accumulated Surplus (note 14)

Approved on behalf of City Council

2023 2022
Restated

(note 2)
$ 122,487,113 § 119,648,344
3,623,315 3,306,024
26,631,584 29,570,276
1,152,968 1,438,859
76,972,414 74,785,746
230,867,394 228,749,249
26,714,576 23,385,911
10,789,295 10,751,681
25,368,715 28,521,774
1,938,002 2,790,054
2,308,691 2,188,774
39,164,873 40,340,712
896,716 715,895
107,180,868 108,694,801
123,686,526 120,054,448
637,618,262 607,937,176
900,671 802,975
3,285,148 879,310
4,331,043 4,331,043
646,135,124 613,950,504
$ 769,821,650 $ 734,004,952

The accompanying notes are an integral part of this financial statement.
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THE CORPORATION OF THE CITY OF SARNIA

Financial Statements
Consolidated Statement of Operations
For the year ended December 31, 2023

REVENUE
Property taxation (note 12)
User fees and service charges
User fees and service charges - other municipalities
Government transfers - operating (note 18)
Investment income
Penalties and interest on taxes
Gaming and casino revenues
Contributions - developers
Other

Total revenue

EXPENSES
General government
Protection services
Transportation services
Health services
Environmental services
Social and family services
Recreation and cultural services
Planning and development
Non-functionalized unfunded liabilities

Total expenses

Net revenue

OTHER REVENUE/(EXPENSES)
Government transfers - capital (note 18)
Capital funded through development charges
Other related to capital
Contribution of tangible capital assets
Share of LAWSS (decrease) increase
Sarnia Power Corporation, net change in equity

Annual Surplus

Accumulated Surplus, Beginning of Year (note 2)
Adjustment due to accounting standard

Accumulated Surplus, End of Year

The accompanying notes are an integral part of this financial statement.
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2023 2023 2022
Budget Restated
(note 17) (note 2)

$ 87,922,200 $ 86,738,960 $ 86,579,240
52,629,954 52,704,504 49,927,485

3,753,900 4,031,298 3,670,471
5,295,283 4,800,721 6,092,953
6,790,952 10,661,039 6,670,389

450,000 644,353 616,614

400,000 421,476 384,960

- - 40,300

1,454,820 4,448,795 2,913,858
158,697,109 164,451,146 156,896,270
15,948,392 13,660,904 13,356,289
61,105,735 58,911,102 52,232,730
25,914,126 25,313,441 24,934,925

- 80,200 94,876
38,678,305 38,986,360 36,868,414

458,157 456,617 370,754
13,688,021 14,374,645 12,724,173
1,729,843 2,561,584 1,880,503
(1,037,700) (1,037,700) 44,875
156,484,879 153,307,153 142,507,539
2,212,230 11,143,993 14,388,731

- 20,216,453 18,459,413
- 1,764,271 1,512,435
- 731,202 1,322,798
- 825,764 -
- (1,051,653) 1,538,398
- 2,186,668 5,662,912
- 24,672,705 28,495,956
$ 2,212,230 $ 35,816,698 $ 42,884,687
734,004,952 693,020,550

- (1,900,285)

$769,821,650 $ 734,004,952




THE CORPORATION OF THE CITY OF SARNIA

Financial Statements

Consolidated Statement of Change in Net Financial Assets

For the year ended December 31, 2023

Annual Surplus

Amortization of tangible capital assets
Amortization of tangible assets - asset
retirement obligation

Proceeds from sale of tangible capital assets
Loss on sale of tangible capital assets
Acquisition of tangible capital assets
Change in inventory

Change in prepaid expenses

Increase in Net Financial Assets

Net Financial Assets, Beginning of Year
(note 2)
Adjustment due to change in accounting
standard

Net Financial Assets, End of Year

The accompanying notes are an integral part of this financial statement.

2023 2023 2022
Budget Restated
(note 2)
$ 2,212,230 $ 35,816,698 42,884,687
21,892,867 21,892,867 20,801,742
- 18,837 18,957
- 50,037 126,931
- 972,512 1,031,890
(43,524,103) (52,615,335) (54,230,180)
- (97,700) (120,350)
- (2,405,838) (498.,466)
(19,419,006) 3,632,078 10,015,211
120,054,448 120,054,448 112,112,529
- - (2,073,292)
$ 100,635,442 § 123,686,526 § 120,054,448
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THE CORPORATION OF THE CITY OF SARNIA

Financial Statements
Consolidated Statement of Cash Flows
For the year ended December 31, 2023

OPERATING ACTIVITIES
Annual Surplus

Items not involving cash:
Amortization of tangible capital assets
Change in asset retirement obligation liability
Loss on sale of tangible capital assets
Change in employee future benefits
Change in accrued tax liabilities

Change in non-cash assets and liabilities
Taxes receivable
Accounts receivable
Accounts payable and accrued liabilities
Other current liabilities
Deferred revenue
Inventory, prepaid expenses and land held for sale

CAPITAL ACTIVITIES
Proceeds on sale of tangible capital assets
Acquisition of tangible capital assets

Net change in cash from capital activities
INVESTING ACTIVITIES

Long-term receivables
Investment in Sarnia Power Corporation

Net change in cash from investing activities

FINANCING ACTIVITIES
Long-term liabilities

Net change in cash and equivalents
Cash and cash equivalents, beginning of year

CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes are an integral part of this financial statement.
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2023 2022
Restated
(note 2)
35,816,698 $ 42,884,687
21,911,703 20,820,699
119,917 115,482
972,511 1,031,890
(1,175,839) 79,505
180,821 (930,468)
(317,291) 17,339
2,938,692 501,872
3,328,665 (1,200,030)
37,614 421,798
(3,153,059) 311,529
(2,503,534) (618,816)
58,156,898 63,435,487
50,037 126,931

(52,615,337)

(54,230,180)

(52,565,300)

(54,103,249)

285,891 (398,343)
(2,186,668) (5,662,911)
(1,900,777) (6,061,254)

(852,052) (885,788)
2,838,769 2,385,196
119,648,344 117,263,148
122,487,113 $ 119,648,344




THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of the Municipality are the representation of management and
have been prepared in accordance with generally accepted accounting principles for local governments
as recommended by the Public Sector Accounting Board (PSAB) of CPA Canada. Since precise
determination of many assets and liabilities is dependent upon future events, the preparation of
periodic financial statements necessarily involves the use of estimates and approximations. These
estimates and approximations have been made using careful judgments. The following is a summary
of the significant accounting policies followed in the preparation of these financial statements:

(a) Basis of Consolidation

(@)

(i)

(iii)

(iv)

Consolidated Financial Statements

These consolidated financial statements reflect the assets, liabilities, reserves,
surpluses/deficits, revenues and expenses of those City funds, organizations, committees,
local boards and entities accountable to the City for the administration of their financial
affairs and resources, and which are owned or controlled by the City.

Government Business Enterprises

Sarnia Power Corporation and its affiliates are not consolidated but are accounted for on
the modified equity basis which reflects the City's investment in the enterprises and its
share of net income since acquisition. Under the modified equity basis, the enterprises’
accounting principles are not adjusted to conform to those of the Municipality, and inter-
organizational transactions and balances are not eliminated.

Joint Local Board

The Lambton Area Water Supply System (LAWSS) has been consolidated on a
proportionate basis based upon the water flow of the Municipality in proportion to the
entire flows provided by the joint board based on the average 3 years for the 2nd to 4th
previous year. Under the proportionate basis, the Municipality’s pro rata share of each of
the assets, liabilities, revenues and expenditures of the board are consolidated with similar
items in the Municipality’s financial statements. For 2023, the Municipality’s share of the
System was 60.06% (2022 — 60.81%). Material inter-organizational transactions and
balances have been eliminated.

Accounting for School Boards and the County of Lambton
The taxation, local revenues, expenditures, assets and liabilities with respect to the

operations of the local school boards and the County of Lambton are not included in the
consolidated financial statements.
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Consolidation

\))

Trust Funds

Trust funds and their related operations administered by the Municipality are not
consolidated, but are reported separately on the Trust Funds Financial Statements.

(b) Basis of Accounting

@

Employee Future Benefits

The City provides certain benefits which will require funding in future periods. These
benefits include sick leave, benefits under the Workplace Safety and Insurance Board
(WSIB) Act, and life insurance, extended health and dental benefits for early retirees.

The costs of sick leave, life insurance, extended health and dental benefits are actuarially
determined using management’s best estimate of salary escalation, accumulated sick days
at retirement, insurance and health care cost trends, long-term inflation rates and discount
rates.

For self-insured retirement and other employee future benefits that vest or accumulate over
the periods of service provided by employees, such as retirement gratuities, compensated
absences and health, dental and life insurance benefits for retirees, the cost is actuarially
determined using the projected benefits method prorated on service. Under this method,
the benefit costs are recognized over the expected average service life of the employee

group.

Any actuarial gains and losses related to the past service of employees are amortized over
the expected average remaining service life of the employee group.

For those self-insured benefit obligations that arise from specific events that occur from
time to time, such as obligations for workers’ compensation and life insurance and health
care benefits for those on disability leave, the cost is recognized immediately in the period
the events occur. Any actuarial gains and losses that are related to these benefits are
recognized immediately in the period they arise.

The Municipality participates in the Ontario Municipal Employees Retirement System

(OMERS), a multi-employer plan. The Municipality recognizes its pension expense as
contributions are due to OMERS.

12



THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(b) Basis of Accounting
(ii) Non-Financial Assets

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. The cost,
less residual value, of the tangible capital assets are amortized on a straightline basis over
their estimated useful lives as follows:

Land Improvements 5 to 50 years
Buildings 9 to 100 years
Machinery & Equipment 5 to 30 years
Vehicles 5 to 20 years
Computers 5 years
Roads 15 to 50 years
Water Distribution 15 to 60 years
Sanitary Sewer 50 to 60 years
Storm Sewer 50 to 60 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 amortization commences.

Contribution of Tangible Capital Assets

Tangible capital assets received as contributions are recorded at their fair value at the date
of receipt, and that fair value is also recorded as revenue. During 2023, tangible capital
assets with a value of $825,764 were contributed by developers to the City (2022 - $NIL).
These items are comprised of sanitary sewer, storm sewer, water and roads assets.

Interest Capitalization

The Municipality does not capitalize interest costs associated with the acquisition or
construction of a tangible capital asset.

13



THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(b) Basis of Accounting

(i)

(iii)

(iv)

™)

Non-Financial Assets

Inventories

Inventories held for consumption are recorded at the lower of cost or replacement cost.
Deferred Revenue - Development Charges

The Municipality receives development charges and sub-divider contributions under the
authority of provincial legislation and municipal bylaws. These funds, by their nature, are
restricted in their use and, until applied to specific capital works, are recorded as deferred
revenue. These amounts will be recognized as revenue in the fiscal year they are expended.

Taxation and Related Revenue

Property tax billings are prepared by the Municipality based on assessment rolls issued by
the Municipal Property Assessment Corporation (MPAC). Tax rates are established
annually by City Council, incorporating amounts to be raised for local services, the
requisition made by the County of Lambton in respect of County services and amounts the
Municipality is required to collect on behalf of the Province of Ontario in respect of
education taxes.

A normal part of the assessment process is the issue of supplementary assessment rolls,
which provide updated information with respect to changes in property assessment. Once a
supplementary assessment roll is received, the Municipality determines the taxes
applicable and renders supplementary tax billings. Assessments and related property taxes
are also subject to appeal. Each year, management provides a best estimate of the affect of
supplementary assessments and tax appeals on taxation revenue.

The Municipality is entitled to collect interest and penalties on overdue taxes. This
revenue is recorded in the period the interest and penalties are levied.

Government Transfers

Government transfers are recognized as revenue in the financial statements when the
transfer is authorized and any eligibility criteria are met, except to the extent that transfer
stipulations give rise to an obligation that meets the definition of a liability. Transfers are
recognized as deferred revenue when transfer stipulations give rise to a liability. Transfer
revenue is recognized in the statement of operations as the stipulation liabilities are settled.

14



THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(b) Basis of Accounting

(vi)

(vii)

(viii)

Revenue Recognition

User charges are recorded when the amount is determinable, collectability is assured and
the services are provided. Investment income is recorded as earned.

Use of Estimates

The preparation of financial statements in conformity with the Public Sector Accounting
Board (PSAB) of CPA 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 financial statements, and the reported amounts of revenues
and expenditures during the reporting periods. Principle estimates include useful lives of
tangible capital assets, supplementary taxes and tax appeals and employee future benefits.
Actual results could differ from these estimates.

Contaminated Sites

A contaminated site is a site at which substances occur in concentrations that exceed the
maximum acceptable amounts under an environmental standard. Sites that are currently in
productive use are only considered a contaminated site if an unexpected event results in
contamination. A liability for remediation of contaminated sites is recognized when an
organization or the Municipality is directly responsible or accepts responsibility; it is
expected that future economic benefits will be given up; and a reasonable estimate of the
amount can be made. The liability includes all costs directly attributable to remediation
activities including post remediation operations, maintenance and monitoring.
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(b) Basis of Accounting

(ix) Asset Retirement Obligations

A liability for an asset retirement obligation is recognized when there is a legal obligation
to incur retirement costs in relation to a tangible capital asset; the past transaction or event
giving rise to the liability has occurred; it is expected that future economic benefits will be
given up; and a reasonable estimate of the amount can be made. The liability is receorded
at an amount that is the best estimate of the expenditure required to retire a tangible capital
asset at the financial statement date. This liability is subsequently reviewed at each
financial reporting date and adjusted for the passage of time and for any revisions to the
timing, amount required to settle the obligation or the discount rate. Upon the Initial
measurement of an asset retirement obligation, a corresponding asset retirement cost is
added to the carrying value of the related tangible capital asset if it is still in productive
use. The cost is amortized over the useful life of the tangible capital asset. If the related
tangible capital asset is unrecognized or no longer in productive use, the asset retirement
costs are expensed.

(x) Financial Instruments

The Municipality classifies its financial instruments as either fair value or amortized cost.
The Municipality's accounting policy for each category is as follows:

Fair value

Fair value investments that are measured subsequent to initial recognition at fair value are
grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability either directly (i.e. as prices) or indirectly (i.e. derived from prices)

Level 3 - Inputs for the asset or liability that are not based on observable market date
(unobervable inputs)

This category includes cash. Which is initially recognized at cost and subsequently carried
at fair value. Changes in fair value are recognized in the statement of operations. The

Municipality classifies this as a Level 1.

Transaction costs related to financial instruments in the fair value category are expensed as
incurred.
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(b) Basis of Accounting
(x) Financial Instruments
Amortized Cost
This category includes accounts receivable, long-term receivables, GICs, bank loans,
accounts payable and accrued liabilities, long-term debt and other long-term liabilities.
They are initially recognized at cost and subsequently carried at amortized cost using the

effective interest rate method, less any impairment losses on financial assets.

Transaction costs related to financial instruments in the amortized cost category are added
to the carrying value of the instrument.

Writedowns on financial assets in the amortized cost category are recognized when the
amount of a loss is known with sufficient precision, and there is no realistic prospect of
recovery. Financial assets are then written down to net recoverable value with the
writedown being recognized in the statement of operations.

17



THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

2. CHANGE OF ACCOUNTING POLICY

Effective January 1, 2023 the municipality adopted new Public Sector Accounting Handbook
Standard, 3280 Asset Retirement Obligations. As a result of the adoption, the presentation of the
financial statements changed from the prior year. The standard requires a liability to be recognized as
there is a legal obligation to incur retirement costs. This change in accounting policy has been applied
using the modifed retrospective approach with restatement of prior periods.

As previously Restated
Statement of Financial Position reported Adjustment balance
Tangible capital assets $ 607,783,126 $ 154,050 $ 607,637,176
Asset retirement obligation - (2,188,774) 2,188,774
Accumulated surplus $ 736,039,676 $ (2,034,724) $ 734,004,952
As previously Restated
Statement of Operations reported Adjustment balance
Expenses
General government $ 13,341,446 $ 14,843 $ 13,356,289
Environmental services 36,855,046 13,368 36,868,414
Planning and development 12,617,945 106,228 12,724,173
Annual surplus 43,019,126 (134,439) 42,884,687
Accumulated surplus, beginning of year 693,020,550 (1,900,285) _691.120.265
Accumulated surplus, end of year $_736.039,676 $_ (2.034,724) $_734,004,952
Statement of Changes Net Financial As previously Restated
Assets reported Adjustment balance
Annual surplus $ 43,019,126 $ (134,439) § 42,884,687
Amortization of tangible capital assets -
asset retirement obligation - 18,957 18,957
Net financial assets, beginning of year 112.112.529 (2,073.292) _110.039.237
Net financial assets, end of year $_122343222 §_ (2,188,774) $_120,054,448
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

3. OPERATIONS OF SCHOOL BOARDS AND THE COUNTY OF LAMBTON

Further to note 1 (a) (iv), the amounts collected for taxation, other revenues and requisitions on behalf
of the local school boards and the County of Lambton are comprised of:

School

Boards County Total
Taxation and user charges $20,873,161 $42,665,944 $ 63,539,105
Share of payments in lieu of taxes 35,172 573,424 608,596
20,908,333 43,239,368 64,147,701
Share of taxes written off 831,901 824,391 1,656,292
Share of tax rebates 38,308 35,795 74,103
870,209 860,186 1,730,395
Amounts transferred $20,038,124 $42379,182 $62,417,306

4. TRUST FUNDS

The Municipality administers one trust fund in the amount of $13,610 (2022 - $12,888), which has not
been included in the Consolidated Statement of Financial Position nor has its operations been included
in the Consolidated Statement of Operations.
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

5. CASH AND INVESTMENTS

An operating line of credit is available by way of bank overdraft in the amount of $8,000,000.
Amounts obtained under this credit facility are due on demand and bear interest at the bank’s prime
rate less 0.65%, calculated and payable monthly. No amounts have been drawn on this line as at
December 31, 2023 (2022 - $NIL).

The balance of cash and investments consists of the following:

2023 2022
Cash on hand $ 17,239 $ 16,864
Cash in bank 121,869,874 119,031,480
Investments (see note 14) 600,000 600,000

$ 122,487,113 § 119,648,344

The cash in bank is held at a Canadian chartered bank and earns interest based on average monthly
prime rate.

The investments are comprised of six GICs (2022 - six GICs), recorded at cost, with effective interest

rates between 4.71% and 5.57% (2022 - 2.28% and 4.17%) maturing in 2024. The market value of
these investments amounted to $600,000 (2022 - $600,000). Interest is receivable on an annual basis.
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

6. LONG-TERM RECEIVABLES

2023 2022
Loan receivable - employees re Ontario Police College, at 0% interest,
repayable over 2 years $ 94.096 $ 188.618
Loan receivable - Bluewater Gymnastics, at 4.50% interest, repayable
in monthly installments including principal and interest of $1,898 with
final payment due January 2024 1.892 24.048
Mortgage receivable - Bayside Mall Land Purchase, at 0% interest,
repayable over 20 years at $50,000 per year. The full amount of this
receivable was paid in 2023
- 900,000
Loan receivable - Local Improvement Drain, at 4.45% - 9.20% interest,
repayable in annual installments including principal and interest over 5
to 10 years 108,100 72,415
Loan receivable - Municipal Facade Improvement Program, at 1.35%
interest, repayable in quarterly installments including principal and
interest of $2,335 with a final payment due June 2027 28.556 37.435
Loan Receivable - Sarnia Sting, at 3.0% interest, repayable in monthly
installments including principal and interest of $20,835 over 6 years
with a final payment due May 2029. An early payment was made in
2023 in the amount of $31,180 1,234,784 1,474,827
1,467,428 2,697,343
Accounts receivable - current portion 314,460 1,258,484
Total long-term receivables $ 1,152,968 §$ 1,438,859
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

7.

INVESTMENT IN SARNIA POWER CORPORATION

Under the provincial government’s Electricity Competition Act (Bill 35), Sarnia Power Corporation, a
holding company, along with its affiliates Bluewater Power Corporation and Sarnia Hydro Energy
Services were incorporated October 20, 2000 under the Ontario Business Corporations Act.

On November 1, 2000 the Hydro-Electric Commission of the City of Sarnia merged its operations
with the Petrolia Public Utilities Commission, Point Edward Public Utilities Commission, Alvinston
Public Utilities Commission, Warwick Hydro Electric Commission and Oil Springs Hydro Electric
Commission as Bluewater Power Corporation.

As part of this electricity restructuring, the Municipality transferred the net assets of the former Hydro-
Electric Commission of the City of Sarnia to Bluewater Power Corporation. Sarnia Power
Corporation, wholly owned by the Municipality, was incorporated to hold the City of Sarnia’s
investment in this entity. As consideration for the transfers, the Municipality took back an 86.05%
share in the common shares of Bluewater Power Corporation and a promissory note.

The financial statements of Sarnia Power Corporation were prepared in accordance with International
Financial Reporting Standards (IFRS).

The investment is composed of the following:

2023 2022
Sarnia Power Corporation common shares $ 15,566,626 $ 15,566,626
Bluewater Power Distribution Corporation, long-term notes receivable 16,729,636 16,729,636
Share of net income since acquisition, net of dividends received 44,676,152 42,489,484
$76,972,414 $ 74,785,746

The notes receivable are unsecured and bear interest at the rate of 7.93%. Interest received from these
notes receivable amounted to $1,274,409 (2022 - $1,167,729) and is reported in the Consolidated
Statement of Operations.

Continuity of Investment

2023 2022
Balance, beginning of year $ 74,785,746  § 69,122,835
Adjustment due to recast prior year (1,124,307) (183,899)
Balance, adjusted beginning of year 73,661,439 68,938,936
Net income for the year 5,092,670 7,624,581
Dividends received during the year (1,781,695)  (1,777,771)
Net increase in equity during the year 3,310,975 5,846,810

Balance, end of year $76,972,414 $ 74,785,746
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THE CORPORATION OF THE CITY OF SARNIA

INVESTMENT IN SARNIA POWER CORPORATION

The following table provides condensed financial information from
statements of Sarnia Power Corporation for the year ended December 31:

Financial Position

Assets
Current assets
Non-current assets
Total assets
Regulatory balances

Total assets and regulatory balances

Liabilities
Current liabilities
Long-term liabilities

Total liabilities

Equity
Share capital
Retained earnings
Accumulated other comprehensive loss
Non-controlling interest
Total equity
Total liabilities and equity
Regulatory balances

Total liabilities, equity and regulatory balances

Results of Operations
Revenues
Operating expenses

Income from operating activities
Regulatory Balances
Other comprehensive (loss) income
Total comprehensive income
Non-controlling interest

Net income

23

the consolidated financial

2023 2022

$ 36,535,515 § 31,702,654
109,849,398 103,424,359

146,384,913 135,127,013
6,777,728 8,349,095

$153,162,641 $143,476,108

$ 24,765,027 $ 30,042,847
56,930,689 44,260,708

81,695,716 74,303,555

15,566,626 15,566,626
45,192,564 41,350,626
(516,412) 14,550
9,766,256 9.229.497

70,009,034 66,161,299

151,704,750 140,464,854

1,457,891 3,011,254

$153,162,641 $143,476,108

$139,839,712 $143,787,515
133,441,400 139,538,130

6,398,312 4,249,385
136,996 2,026,650
(617,039) 2,584,605
5918269 8,860,640
(825,599)  (1,236,059)

$ 5,092,670 $ 7.624,581




THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

8. DEFERRED REVENUE

Provincial legislation restricts how funds relating to development charges, subdivider contributions,
provincial and federal funding and building permits may be used.

2023 2022
Development Charges Act $ 13,283,493 § 14,094,328
Recreational land (The Planning Act) 525,381 535,801
Canada Community Building Fund 1,930,249 3,931,566
Gasoline Tax - Ontario 3,482,477 3,986,928
Building Permit (Building Code Act) 1,802,853 1,605,173
Ontario Community Infrastructure Fund Reserve 3,958,572 4,057,232
Federal Harbour Reserve 341,742 271,603
Ontario Municipal Commuter Cycling Program 32,755 31,018
Other Senior Government Grants 11,193 8,125
Total $ 25,368,715 § 28,521,774
Total activities for the above items is summarized as follows:
2023 2022

Balance, beginning of the year $ 28,521,774 $ 28,210,245
Developer contributions received 1,006,101 3,190,733
Canada grants 6,724,307 6,873,266
Ontario grants 10,033,661 8,163,916
Interest earned 1,444,994 568,624
Internal borrowings for Developmental Charges Reserve 370,298 5,945,204
Provincial Gasoline Tax funding utilized (1,915,330) (1,128,035)
Funds utilized by Municipality (20,817,090) (23,302,179)
Net increase (3,153,059) 311,529

Balance, end of the year $ 25,368,715 $ 28,521,774
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

9. LONG-TERM LIABILITIES

(a) The following is an analysis of the long-term liabilities by debt instrument:

(b)

(©)

(d)

2023 2022
Long-term bank loans $ 1917302 $ 2,767,629
Capital lease 20,700 22,425
Long-term liabilities, end of year $ 1,938,002 § 2,790,054

The long-term bank loans are issued on a demand basis.

The Bank loan from the Royal Bank of Canada (RBC) matured on January 27, 2023. City
Council approved the loan extension for 3 years at an interest rate of 5.57% with a 3 year
amortization period.

The annual principal payments after taking into account the RBC bank loan maturity and
extension at an interest rate of 5.57% with a 3 year amortization period noted above are:

2024 $ 894,398
2025 945,409
2026 82,670
2027 1,725
2028 1,725
2029 to 2033 8,625
2034 onwards 3,450

$ 1,938,002

The annual principal and interest payments required to service the long-term liabilities are
within the annual debt repayment limit prescribed by the Ministry of Municipal Affairs and
Housing.
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THE CORPORATION OF THE CITY OF SARNIA

Notes to the Consolidated Financial Statements
Year Ended December 31, 2023

9. LONG-TERM LIABILITIES

(e) Total activity for the year for long-term liabilities which are reported on the Consolidated
Statement of Operations are as follows:

2023 2022
Balance, beginning of year $ 2,790,054 $§ 3,675,842
Principal payments (852,052) (885,788)
Balance, end of year $ 1,938,002 § 2,790,054

Actual interest payments related to long-term liabilities in the current year were $122,590 (2022
- $44,975). Interest rates on the long-term liabilities range from 0% - 5.57% (2022 - 0% -
5.57%).
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