wrs City of
2822 Richmond Agenda

Finance Committee
Electronic Meeting

Council Chambers, City Hall
6911 No. 3 Road

Monday, May 6, 2024

Immediately following the General Purposes Committee meeting

Pg. # ITEM

FIN-4

FIN-9 1.

FIN-6

MINUTES

Motion to adopt the minutes of the meeting of the Finance Committee held
on April 2, 2024.

DELEGATIONS

CJ James, Engagement Partner, and Aanu Adeleye, Engagement Senior
Manager, KPMG, to present the Audit Findings Report on the City’s 2023
Consolidated Financial Statements.

FINANCE AND CORPORATE SERVICES DIVISION

2023 CONSOLIDATED FINANCIAL STATEMENTS
(File Ref. No. 03-0905-01) (REDMS No. 7649224)

See Page FIN-6 for full report

Designated Speaker: Cindy Gilfillan
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Finance Committee Agenda — Monday, May 6, 2024

Pg. #

FIN-104

FIN-129

7660219

ITEM

STAFF RECOMMENDATION

That the 2023 City of Richmond Consolidated Financial Statements as
presented in Attachment 2 be approved.

RICHMOND PUBLIC LIBRARY

2023 FINANCIAL STATEMENTS FOR THE RICHMOND PUBLIC

LIBRARY
(File Ref. No. 03-0905-01) (REDMS No. 7649837)

See Page FIN-104 for full report

Designated Speaker: Susan Walters

STAFF RECOMMENDATION

That the 2023 Richmond Public Library audited financial statements for the
year ended December 31, 2023, as presented in the attached report from the
Chief Librarian, be received for information.

LULU ISLAND ENERGY COMPANY

2023 FINANCIAL STATEMENTS FOR THE LULU ISLAND ENERGY

COMPANY
(File Ref. No. 01-0060-20-LIEC1) (REDMS No. 7641119)

See Page FIN-129 for full report

Designated Speaker: Alen Postolka

STAFF RECOMMENDATION

That the Lulu Island Energy Company report titled “2023 Financial
Statements for the Lulu Island Energy Company”, dated April 9, 2024, from
the Chief Executive Officer and Chief Financial Officer, be received for
information.
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Finance Committee Agenda — Monday, May 6, 2024

Pg. #

FIN-169

7660219

ITEM

RICHMOND OLYMPIC OVAL CORPORATION

RICHMOND OLYMPIC OVAL CORPORATION 2023 AUDITED

FINANCIAL STATEMENTS
(File Ref. No. 03-1200-09) (REDMS No. 7664200)

See Page FIN-169 for full report

Designated Speaker: Rick Dusanj

STAFF RECOMMENDATION

That the report on the 2023 Audited Financial Statements for the Richmond
Olympic Oval Corporation from the Director, Finance, Innovation &
Technology, Richmond Olympic Oval Corporation be received for
information.

ADJOURNMENT
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City of
Richmond Minutes

Finance Committee

Date: Tuesday, April 2, 2024
Place: Council Chambers
Richmond City Hall
Present: Mayor Malcolm D. Brodie, Chair

Councillor Chak Au

Councillor Carol Day

Councillor Laura Gillanders (by teleconference)
Councillor Kash Heed

Councillor Andy Hobbs

Councillor Alexa Loo

Councillor Bill McNulty

Councillor Michael Wolfe

Call to Order: The Chair called the meeting to order at 4:42 p.m.

MINUTES

It was moved and seconded
That the minutes of the meeting of the Finance Committee held on March
4, 2024, be adopted as circulated.

CARRIED

FINANCE AND CORPORATE SERVICES DIVISION

1. 2023 ANNUAL DEVELOPMENT COST CHARGES REPORT
(File Ref. No. 03-0905-01) (REDMS No. 7569030)

A brief discussion ensued in regards to the allocation of DCC funding for
projects. Staff noted that in order to receive DCC funding, the project must
be growth related.
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Finance Committee
Tuesday, April 2, 2024

It was moved and seconded

That the staff report titled, “2023 Annual Development Cost Charges
Report,” dated March 8, 2024 from the Director, Finance be received for
information.

CARRIED
MANAGER’S REPORT
None.
ADJOURNMENT
It was moved and seconded
That the meeting adjourn (4:50 p.m.).
CARRIED

Certified a true and correct copy of the
Minutes of the meeting of the Finance
Committee of the Council of the City of
Richmond held on Tuesday, April 2, 2024.

Mayor Malcolm D. Brodie Mizuguchi,Andrea

Chair

7635214

Legislative Services Associate
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Report to Committee

2 City of

Richmond
To: Finance Committee Date: April 10, 2024
From: Mike Ching File:  03-0905-01/2024-Vol
Director, Finance 01
Re: 2023 Consolidated Financial Statements

Staff Recommendation

That the 2023 City of Richmond Consolidated Financial Statements as presented in Attachment
2 be approved.

t

ke Ching
Director, Finance
(604-276-4137)

Att. 3

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

7 S

Vv

SENIOR STAFF REPORT REVIEW INITIALS:

W

APPROVED BY CAO
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April 10, 2024 -2-

Staff Report
Origin

Sections 98 and 167 of the Community Charter require that the City of Richmond (the City)
prepare annual audited financial statements. The City’s audited consolidated financial statements
for 2023 have been prepared in accordance with Canadian public sector accounting standards as
prescribed by the Public Sector Accounting Board of the Chartered Professional Accountants of
Canada.

This report supports Council’s Strategic Plan 2022-2026 Focus Area #4 Responsible Financial
Management and Governance:

Responsible financial management and efficient use of public resources to meet the needs
of the community.

4.1 Ensure effective financial planning to support a sustainable future for the City.

4.3 Foster community trust through open, transparent and accountable budgeting
practices and processes.

Analysis

KPMG LLP (KPMG) has been appointed by City Council to independently audit the City’s
consolidated financial statements. They have expressed an opinion, that the City’s consolidated
financial statements present fairly, in all material respects, the consolidated financial position of
the City as at December 31, 2023, and its consolidated results of operation, 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. The complete Audit Findings
Report is included as Attachment 1.

The annual financial statements and the auditor’s report for the year ended December 31, 2023
are included as Attachment 2.

The consolidated financial statements combine the accounts of the City of Richmond, Richmond
Olympic Oval and Richmond Public Library. The City’s investment in Lulu Island Energy
Company, a wholly owned government business enterprise, is accounted for using the modified
equity method. Further information about the basis of consolidation is listed in Note 2 to the
consolidated financial statements.

An analysis of the consolidated financial statements as prepared by management is provided in
the Financial Statement Discussion and Analysis (FSD&A) included in Attachment 3. The
FSD&A explains the significant differences in the financial statements between the reported year
and the previous year as well as between budgeted and actual results. This analysis is intended to
be read in conjunction with the 2023 audited consolidated financial statements.

7649224
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April 10, 2024 -3-

Adoption of new accounting standards

New Public Sector accounting standards (PS) were adopted effective for the 2023 consolidated
financial statements. The new standards include:

1. PS 3280 Asset Retirement Obligations. This standard addresses the recognition,
measurement, presentation and disclosure of obligations relating to the retirement of
assets. Further details are provided in Attachment 2, Note 9.

2. PS 3450 Financial Instruments and related standards. This standard addresses the
recognition, measurement, presentation and disclosure of obligations relating to financial
instruments and foreign currency transactions. The adoption of these standards did not
have any impact on the amounts presented in the consolidated financial statements.

Financial Impact
None.
Conclusion

The City’s audited consolidated financial statements for 2023 have been prepared in accordance
with Canadian public sector accounting standards as prescribed by the Public Sector Accounting
Board of the Chartered Professional Accountants of Canada. As noted in the Auditors’ Report, it
is the Auditors’ opinion that these consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the City as at December 31, 2023, and its
consolidated results of operation, 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.

Ve
Cindy Gilfillan, CPA, CMA
Manager, Financial Reporting

(604-276-4077)
CG:cg
Att. 1: Audit Findings Report for the year ended December 31, 2023

2: 2023 City of Richmond Consolidated Financial Statements
3: 2023 Financial Statement Discussion and Analysis

7649224
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KPMG LLP

(Letterhead of City of Richmond)

MANAGEMENT REPRESENTATION LETTER

P.O. Box 10426
777 Dunsmuir Street
Vancouver, BC V5Y 1K3

Date of Council’s acceptance of the financial statements

We are writing at your request to confirm our understanding that your audit was for the purpose of
expressing an opinion on the consolidated financial statements (hereinafter referred to as “financial
statements”) of the City of Richmond (the “City”) as at and for the period ended December 31, 2023.

General:

We confirm that the representations we make in this letter are in accordance with the definitions as
set out in Attachment | to this letter.

We also confirm that, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves:

Responsibilities:

1)

We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated
October 26, 2022, including for:

a)

b)

d)

e)

f)

)]

the preparation and fair presentation of the financial statements and believe that these
financial statements have been prepared and present fairly in accordance with the
relevant financial reporting framework.

providing you with all information of which we are aware that is relevant to the
preparation of the financial statements (“relevant information”), such as financial
records, documentation and other matters, including:

- the names of all related parties and information regarding all relationships and
transactions with related parties; and

- the complete minutes of meetings, or summaries of actions of recent meetings for
which minutes have not yet been prepared, of Council and committees of Council
that may affect the financial statements. All significant actions are included in such
summaries.

providing you with unrestricted access to such relevant information.

providing you with complete responses to all enquiries made by you during the
engagement.

providing you with additional information that you may request from us for the purpose
of the engagement.

providing you with unrestricted access to persons within the City from whom you
determined it necessary to obtain audit evidence.

such internal control as we determined is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error. We also acknowledge and understand that we are responsible for the design,
implementation and maintenance of internal control to prevent and detect fraud.
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h)

ensuring that all transactions have been recorded in the accounting records and are
reflected in the financial statements.

Internal control over financial reporting:

2)  We have communicated to you all deficiencies in the design and implementation or
maintenance of internal control over financial reporting of which we are aware.

Fraud & non-compliance with laws and regulations:

3)  We have disclosed to you:

a)

b)

e)

the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud.

all information in relation to fraud or suspected fraud that we are aware of that involves:
- management;
- employees who have significant roles in internal control over financial reporting; or

- others;

where such fraud or suspected fraud could have a material effect on the financial
statements.

all information in relation to allegations of fraud, or suspected fraud, affecting the
financial statements, communicated by employees, former employees, analysts,
regulators, or others.

all known instances of non-compliance or suspected non-compliance with laws and
regulations, including all aspects of contractual agreements, whose effects should be
considered when preparing financial statements.

all known actual or possible litigation and claims whose effects should be considered
when preparing the financial statements.

Subsequent events:

4)  All events subsequent to the date of the financial statements and for which the relevant
financial reporting framework requires adjustment or disclosure in the financial statements
have been adjusted or disclosed.

Related parties:

5)  We have disclosed to you the identity of the City’s related parties.

6) We have disclosed to you all the related party relationships and transactions/balances of
which we are aware.

7) Allrelated party relationships and transactions/balances have been appropriately accounted
for and disclosed in accordance with the relevant financial reporting framework.

Estimates:

8) The methods, the data and the significant assumptions used in making accounting
estimates, and their related disclosures are appropriate to achieve recognition,
measurement or disclosure that is reasonable in the context of the applicable financial
reporting framework.

Going concern:

9) We have provided you with all information relevant to the use of the going concern
assumption in the financial statements.
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10)

We confirm that we are not aware of material uncertainties related to events or conditions
that may cast significant doubt upon the City’s ability to continue as a going concern.

Other information:

11)

We confirm that the final version of the 2023 annual report will be provided to you when
available, and prior to issuance by the City, to enable you to complete your required
procedures in accordance with professional standards.

Non-SEC registrants or non-reporting issuers:

12)

13)

We confirm that the City is not a Canadian reporting issuer (as defined under any applicable
Canadian securities act) and is not a United States Securities and Exchange Commission
(“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 2002).

We also confirm that the financial statements of the City will not be included in the group
financial statements of a Canadian reporting issuer audited by KPMG or an SEC Issuer
audited by any member of the KPMG organization.

Employee future benefits:

14)

15)

The employee future benefits costs, assets and obligation have been determined,
accounted for and disclosed in accordance with the financial reporting framework.

The information provided by us to George & Bell Consulting (the “Expert”) and used in the
work and findings of the Expert are complete and accurate. We agree with the findings of the
Expert in evaluating post-employment future benefits and have adequately considered the
qualifications of the Expert in determining the amounts and disclosures used in the financial
statements and underlying accounting records. We did not give nor cause any instructions to
be given to the Expert with respect to the values or amounts derived in an attempt to bias
their work, and we are not otherwise aware of any matters that have had an impact on the
independence and objectivity of the Expert.

Yours very truly,

Serena Lusk, Chief Administrative Officer

Jerry Chong, General Manager, Finance
and Corporate Services

Mike Ching, Director, Finance

Cindy Gilfillan, Manager, Financial Reporting

cc: Richmond City Council
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Attachment | — Definitions
Materiality
Certain representations in this letter are described as being limited to matters that are material.

Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements.

Judgments about materiality are made in light of surrounding circumstances, and are affected by
perception of the needs of, or the characteristics of, the users of the financial statements and the
size or nature of a misstatement, or a combination of both while also considering the entity’s own
circumstances.

Information is obscured if it is communicated in a way that would have a similar effect for users of
financial statements to omitting or misstating that information. The following are examples of
circumstances that may result in material information being obscured:

a) information regarding a material item, transaction or other event is disclosed in the financial
statements but the language used is vague or unclear;

b) information regarding a material item, transaction or other event is scattered throughout the
financial statements;

c) dissimilar items, transactions or other events are inappropriately aggregated;
d) similar items, transactions or other events are inappropriately disaggregated; and

e) the understandability of the financial statements is reduced as a result of material
information being hidden by immaterial information to the extent that a primary user is
unable to determine what information is material.

Fraud & error

Fraudulent financial reporting involves intentional misstatements including omissions of amounts or
disclosures in financial statements to deceive financial statement users.

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false
or misleading records or documents in order to conceal the fact that the assets are missing or have
been pledged without proper authorization.

An error is an unintentional misstatement in financial statements, including the omission of an
amount or a disclosure.
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Attachment Il - Summary of Audit Misstatements Schedules
Summary of Uncorrected Audit Misstatements

There were no uncorrected audit misstatements noted.

Summary of Corrected Audit Misstatements

There were no corrected audit misstatements noted.
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https://kpmg.com/ca/en/home.html

Attachment 2

Consolidated Financial Statements of

CITY OF RICHMOND

And Independent Auditor’'s Report thereon
Year ended December 31, 2023
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KPMG LLP

PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3

Canada

Telephone 604 691 3000

Fax 604 691 3031

INDEPENDENT AUDITOR’S REPORT

To the Mayor and Council of the City of Richmond
Opinion

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

the consolidated statement of financial position as at December 31, 2023

e the consolidated statement of operations 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 City as at December 31, 2023, 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 City 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.

DRAFT - April 19, 2024
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City of Richmond
Page 2

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 City’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 City or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the City’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.

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 |dentify 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 City’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.
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City of Richmond
Page 3

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 City’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 City 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.

o 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.

o 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.

Chartered Professional Accountants

Vancouver, Canada
Date

DRAFT - April 19, 2024 FIN - 38



CITY OF RICHMOND

Consolidated Statement of Financial Position
(Expressed in thousands of dollars)

December 31, 2023, with comparative information for 2022

2023 2022
Financial Assets
Cash and cash equivalents $ 321,479 $ 654,651
Investments (note 4) 1,380,383 921,493
Investment in Lulu Island Energy Company (“LIEC”) (note 5) 37,098 35,028
Accrued interest receivable 26,614 14,676
Accounts receivable (note 6) 36,126 36,013
Taxes receivable 19,474 15,224
Development fees receivable 20,299 43,219
Debt reserve fund - deposits (note 7) 1,468 1,468
1,842,941 1,721,772
Liabilities
Accounts payable and accrued liabilities (note 8) 115,127 103,582
Post-employment benefits (note 10) 37,881 38,528
Development cost charges (note 11) 241,634 237,051
Deposits and holdbacks (note 12) 148,738 150,007
Deferred revenue (note 13) 75,357 59,063
Debt, net of sinking fund deposits (note 14) 98,629 107,816
717,366 696,047
Net financial assets 1,125,575 1,025,725
Non-Financial Assets
Tangible capital assets (note 15) 2,694,902 2,594,212
Inventory of materials and supplies 6,146 5,405
Prepaid expenses 4,909 3,827
2,705,957 2,603,444
Accumulated surplus (note 16) $ 3,831,532 $ 3,629,169

Contingent demand notes (note 7)
Contingent assets and contractual rights (note 19)
Commitments and contingencies (note 20)

See accompanying notes to consolidated financial statements.

Approved on behalf of Council:

General Manager, Finance and Corporate Services
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CITY OF RICHMOND

Consolidated Statement of Operations
(Expressed in thousands of dollars)

Year ended December 31, 2023, with comparative information for 2022

2023
Budget 2023 2022
(notes 2(p)
and 26)
Revenue:
Taxation and levies (note 22) $ 287,052 $ 288,720 $ 269,582
Utility fees 133,609 132,951 127,965
Sales of services 48,817 50,737 44,494
Payments-in-lieu of taxes 14,650 18,114 21,314
Provincial and federal contributions 11,656 38,660 12,893
Development cost charges (note 11) 20,323 10,292 22,434
Other capital funding sources 65,698 83,562 51,220
Other revenue:
Investment income 14,323 61,503 30,250
Gaming revenue 14,500 13,013 12,562
Licenses and permits 12,195 15,934 15,047
Other (note 23) 14,370 25,543 35,206
Equity income in LIEC (note 5) 594 2,070 1,381
637,787 741,099 644,348
Expenses:
Community safety 141,538 138,669 127,727
Utilities:
Water, sewer and sanitation 118,880 113,832 110,490
Engineering, public works and
project development 85,795 81,910 89,103
Community services 76,203 71,328 64,955
General government 76,335 72,780 59,492
Planning and development 33,080 29,484 23,890
Richmond Olympic Oval 18,788 19,200 16,844
Richmond Public Library 12,062 11,533 10,565
562,681 538,736 503,066
Annual surplus 75,106 202,363 141,282
Accumulated surplus, beginning of year 3,629,169 3,629,169 3,487,887
Accumulated surplus, end of year $ 3,704,275 $ 3,831,532 $ 3,629,169

See accompanying notes to consolidated financial statements.
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CITY OF RICHMOND

Consolidated Statement of Changes in Net Financial Assets
(Expressed in thousands of dollars)

Year ended December 31, 2023, with comparative information for 2022

2023
Budget 2023 2022
(notes 2(p)
and 26)
Annual surplus for the year $ 75,106 $ 202,363 $ 141,282
Acquisition of tangible capital assets (132,566) (90,046) (87,100)
Initial recognition of asset retirement obligation on
recognized tangible capital assets - (7,081) -
Contributed tangible capital assets (48,745) (75,945) (41,332)
Amortization of tangible capital assets 70,471 71,938 72,722
Net (gain) loss on disposal of tangible
capital assets - (2,133) 222
Proceeds on sale of tangible capital assets - 2,577 543
(35,734) 101,673 86,337
Acquisition of inventory of materials and supplies - (6,146) (5,405)
Acquisition of prepaid expenses - (4,909) (3,827)
Consumption of inventory of materials and supplies - 5,405 4,696
Use of prepaid expenses - 3,827 3,921
Change in net financial assets (35,734) 99,850 85,722
Net financial assets, beginning of year 1,025,725 1,025,725 940,003
Net financial assets, end of year $ 989,991 $ 1,125,575 $ 1,025,725

See accompanying notes to consolidated financial statements.
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CITY OF RICHMOND

Consolidated Statement of Cash Flows
(Expressed in thousands of dollars)

Year ended December 31, 2023, with comparative information for 2022

2023 2022
Cash provided by (used in):
Operating activities:

Annual surplus $ 202,363 $ 141,282

Items not involving cash:

Amortization of tangible capital assets 71,938 72,722
Accretion of asset retirement obligation 290 -
Initial recognition of asset retirement obligation on

unrecognized tangible capital assets 4,522 -
Net (gain) loss on disposal of tangible capital assets (2,133) 222
Contributions of tangible capital assets (75,945) (41,332)
Equity income in LIEC (2,070) (1,381)

Changes in non-cash operating working capital:

Accrued interest receivable (11,938) (5,744)
Accounts receivable (113) (6,358)
Taxes receivable (4,250) (1,067)
Development fees receivable 22,920 (30,794)
Debt reserve fund - (960)
Inventory of materials and supplies (741) (709)
Prepaid expenses (1,082) 94
Accounts payable and accrued liabilities (348) 17,642
Post-employment benefits (647) 498
Development cost charges 4,583 12,396
Deposits and holdbacks (1,269) 43,966
Deferred revenue 16,294 2,877

Net change in cash from operating activities 222,374 203,354
Capital activities:

Cash used to acquire tangible capital assets (90,046) (87,100)

Proceeds on disposal of tangible capital assets 2,577 543

Net change in cash from capital activities (87,469) (86,557)
Financing activities:

Proceeds from issuance of debt - 96,000

Repayments of debt (9,187) (5,570)

Net change in cash from financing activities (9,187) 90,430
Investing activities:

Purchase of investments (458,890) (224,607)
Decrease in cash and cash equivalents (333,172) (17,380)
Cash and cash equivalents, beginning of year 654,651 672,031
Cash and cash equivalents, end of year $ 321479 $ 654,651
Non-cash transactions, related to asset retirement obligations:

Tangible capital asset additions $ 7,081 $ -

See accompanying notes to consolidated financial statements.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

1. Operations:

The City of Richmond (the “City”) is incorporated under the Local Government Act of British
Columbia. The City’s principal activities include the provision of local government services to
residents of the incorporated area. These include administrative, protective, transportation,
infrastructure, environmental, recreational, water, sewer, and drainage.

2. Significant accounting policies:

These consolidated financial statements of the City have been prepared in accordance with
Canadian public sector accounting standards as prescribed by the Public Sector Accounting
Board (“PSAB”) of the Chartered Professional Accountants of Canada.

(a) Basis of consolidation:

These consolidated financial statements reflect a combination of the City’s General Revenue,
General Capital and Loan, Waterworks and Sewerworks, and Reserve Funds consolidated
with the Richmond Public Library (the “Library”) and the Richmond Olympic Oval Corporation
(the “Oval”). The Library is consolidated as the Library Board is appointed by the City. The
Oval is consolidated as they are a wholly-owned municipal corporation of the City. Interfund
and inter-entity transactions, fund balances and activities have been eliminated on
consolidation. The City’s investment in Lulu Island Energy Company (“LIEC”), a wholly-
owned government business enterprise (“GBE”), is accounted for using the modified equity
method.

(i) General Revenue Fund:

This fund is used to account for the current operations of the City as provided for in the
Annual Budget, including collection of taxes, administering operations, policing, and
servicing general debt.

(it) General Capital and Loan Fund:

This fund is used to record the City's tangible capital assets and work-in-progress,
including engineering structures such as roads and bridges, and the related debt.

(iii) Waterworks and Sewerworks Funds:

These funds have been established to cover the costs of operating these utilities, with
related capital and loan funds to record the related tangible capital assets and debt.

(iv) Reserve Funds:

Certain funds are established by bylaws for specific purposes. They are funded primarily
by budgeted contributions from the General Revenue Fund and developer contributions
plus interest earned on fund balances.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

2. Significant accounting policies (continued):

(b)

(c)

(d)

(e)

Basis of accounting:

The City follows the accrual method of accounting for revenue and expenses. Revenue is
recognized in the year in which it is earned and measurable. Expenses are recognized as
they are incurred and measurable as a result of receipt of goods and services and/or the
creation of a legal obligation to pay.

Government transfers:

Restricted transfers from governments are deferred and recognized as revenue as the
related expenditures are incurred or the stipulations in the related agreement are met.
Unrestricted transfers are recognized as revenue when received or if the amount to be
received can be reasonably estimated and collection is reasonably assured.

Financial Instruments:

Financial instruments include cash and cash equivalents, investments, accounts receivables,
development fees receivables, accounts payable and accrued liabilities and debt.

Financial instruments are recorded at fair value on initial recognition. Equity instruments
quoted in an active market and derivatives are subsequently measured at fair value as at the
reporting date. All other financial instruments are subsequently recorded at cost or amortized
cost unless management elects to carry the financial instrument at fair value. The City has
not elected to carry any other financial instruments at fair value.

Unrealized changes in fair value are recognized in the Consolidated Statement of
Remeasurement Gains and Losses. They are recorded in the Consolidated Statement of
Operations when they are realized. There are no unrealized changes in fair value as at
December 31, 2023 and December 31, 2022. As a result, the City does not have a
Consolidated Statement of Remeasurement Gains and Losses.

Transaction costs incurred on the acquisition of financial instruments recorded at cost and
are expensed as incurred.

Sales and purchases of investments are recorded on the trade date.

Accounts receivables, investments, accounts payable and accrued liabilities, and debt are
measured at amortized cost using the effective interest rate method.

All financial assets are assessed for impairment on an annual basis. When a decline is
determined to be other than temporary, the amount of the loss is reported in the Consolidated
Statement of Operations.

Cash and cash equivalents:

Cash and cash equivalents consist of cash, highly liquid money market investments and
short-term investments with maturities of less than 90-days from date of acquisition.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

2. Significant accounting policies (continued):

(f)

(9)

(h)

(i)

)

Investment in government business enterprises:

Government business enterprises are recorded using the modified equity method of
accounting. The City’s investment in the GBE is recorded as the value of the GBE'’s
shareholder’s equity. The investment’s income or loss is recognized by the City when it is
earned by the GBE. Inter-organizational transactions and balances are not eliminated, except
for any gains or losses on assets remaining within the City.

Accounts receivable:

Accounts receivable are net of an allowance for doubtful accounts and therefore represent
amounts expected to be collected.

Development cost charges:

Development cost charges are restricted by legislation to expenditures on capital
infrastructure. These amounts are deferred upon receipt and recognized as revenue when
the expenditures are incurred in accordance with the restrictions.

Post-employment benefits:

The City and its employees make contributions to the Municipal Pension Plan. As this plan is
a multi-employer plan, contributions are expensed as incurred.

Post-employment benefits also accrue to the City’s employees. The liabilities related to these
benefits are actuarially determined based on service and best estimates of retirement ages
and expected future salary and wage increases. The liabilities under these benefits plans are
accrued based on projected benefits prorated as employees render services necessary to
earn the future benefits.

Non-financial assets:

Non-financial assets are not available to discharge existing liabilities and are held for use in
the provision of services. They have useful lives extending beyond the current year and are
not intended for sale in the ordinary course of operations.

(i) Tangible capital assets:

Tangible capital assets are initially recorded at cost, which includes amounts that are
directly attributable to acquisition, construction, development, or betterment of the assets.
The cost, less estimated residual value, of the tangible capital assets, excluding land, are
amortized on a straight line basis over their estimated useful lives as follows:
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

2. Significant accounting policies (continued):
(i) Non-financial assets (continued):

(/) Tangible capital assets (continued):

Asset Useful life - years
Buildings and building improvements 10-75
Infrastructure 5-100
Vehicles, machinery and equipment 3-40
Library’s collections, furniture and equipment 4-20

Amortization is charged over the asset's useful life commencing when the asset is
acquired. Assets under construction are not amortized until the asset is available for
productive use.

(i7) Contributions 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.

(7)) Natural resources, works of art, and cultural and historic assets:

Natural resources, works of art, and cultural and historic assets are not recorded as
assets in the consolidated financial statements.

(iv) Interest capitalization:

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

(v) Labour capitalization:

Internal labour directly attributable to the construction, development or implementation of
a tangible capital asset is capitalized.

(vi) Leased tangible capital assets:

Leases which transfer substantially all of the benefits and risks incidental to ownership of
property are accounted for as leased tangible capital assets. All other leases are
accounted for as operating leases and the related payments are charged to expenses as
incurred.

(vii) Impairment of tangible capital assets:

Tangible capital assets are written down when conditions indicate that they no longer
contribute to the City’s ability to provide goods and services, or when the value of future
economic benefits associated with the tangible capital assets are less than their net
book value. The net write-downs are accounted for as expenses in the consolidated
statement of operations.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

2. Significant accounting policies (continued):

)

(k)

(0

Non-financial assets (continued):
(viii) Inventory of materials and supplies:

Inventory is recorded at cost, net of an allowance for obsolete stock. Cost is determined
on a weighted average basis.

Revenue recognition:

Revenue is recognized in the period in which the transactions or events occurred that gave
rise to the revenue. All revenue is recorded on an accrual basis, except when the accruals
cannot be determined with a reasonable degree of certainty or when their estimation is
impractical.

Taxes:

The City establishes property tax rates based on assessed market values provided by the
British Columbia Assessment Authority. Market values are determined as of July 15t of each
year. The City records taxation revenue at the time the property tax bills are issued. The City
is entitled to collect interest and penalties on overdue taxes.

The City is required to act as the agent for the collection of certain taxes and fees imposed by
other authorities. Collections for other authorities are excluded from the City’s taxation
revenue.

Payments in Lieu of Taxes (“PILT”) for federal properties are calculated on the basis of
values and rates which would apply if these properties were taxable. The annual tax rates
together with the assessed value on the Grant Roll are used to calculate the PILT levy. The
PILT revenue is recorded when the payment is received.

(m) Deferred revenue:

The City defers a portion of the revenue collected from permits, licenses and other fees and
recognizes this revenue in the year in which related inspections are performed, other related
expenses are incurred or services are provided.

Deferred revenue also represents funds received from external parties for specified
purposes. This revenue is recognized in the period in which the related expenses are
incurred.

Deposits:

Receipts restricted by the legislation of senior governments or by agreement with external
parties are deferred and reported as deposits and are refundable under certain
circumstances. When qualifying expenses are incurred, deposits are recognized as revenue
at amounts equal to the qualifying expenses.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

2. Significant accounting policies (continued):

(0)

(P)

(@)

Debt:
Debt is recorded net of related sinking fund balances.
Budget information:

Budget information, presented on a basis consistent with that used for actual results, was
included in the City’s Consolidated 5 Year Financial Plan (2023-2027) (“Consolidated
Financial Plan”) and was adopted through Bylaw No. 10429 on January 30, 2023.

Contaminated sites:

Contaminated sites are a result of contamination being introduced into air, soil, water, or
sediment of a chemical, organic or radioactive material of live organism that exceeds an
environmental standard. Liabilities are recorded net of any expected recoveries.

A liability for remediation of contaminated sites is recognized when a site is not in productive
use and the following criteria are met:

(7) An environmental standard exists;

(i) Contamination exceeds the environmental standard;

(iii) The City is directly responsible or accepts responsibility;

(iv) Itis expected that future economic benefits will be given up; and
(v) A reasonable estimate of the amount can be made.

The liability is recognized as management’s estimate of the cost of post-remediation including
operation, maintenance and monitoring that are an integral part of the remediation strategy
for a contaminated site.

Use of accounting estimates:

The preparation of consolidated financial statements 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 amount of revenue and expenditures during the reporting period.
Areas requiring the use of management estimates relate to performing the actuarial valuation
of employee future benefits, the value of contributed tangible capital assets, value of
developer contributions, the value of asset retirement obligations, useful lives for
amortization, determination of provisions for accrued liabilities, allowance for doubtful
accounts, and provision for contingencies. Actual results could differ from those estimates.
Adjustments, if any, will be reflected in the consolidated financial statements in the period that
the change in estimate is made, as well as in the period of settlement if the amount is
different.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

2. Significant accounting policies (continued):

(s) Segment disclosures:

(t)

A segment is defined as a distinguishable activity or group of activities of a government for
which it is appropriate to separately report financial information to achieve the objectives of
the standard. The City has provided definitions of segments as well as presented financial
information in segment format.

Asset retirement obligations:

An asset retirement obligation is recognized when, as at the financial reporting date, all of the
following criteria are met:

* 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;
* Itis expected that future economic benefits will be given up; and,
* A reasonable estimate of the amount can be made.

The liability is initially recorded at the best estimate of the expenditures required to retire a
tangible capital asset, and the resulting costs are capitalized as part of the carrying amount of
the related tangible capital asset if the asset is recognized and in productive use. This liability
is subsequently reviewed at each financial reporting date and adjusted for any revisions to
the timing or amount required to settle the obligation. The changes in the liability for the
passage of time are recorded as accretion expense in the Consolidated Statement of
Operations and all other changes are adjusted to the tangible capital asset. The cost is
amortized over the useful life of the tangible capital asset (Note 2 (j)(i)). If the related
tangible capital asset is unrecognized or no longer in productive use, the asset retirement
costs are expensed.

Recoveries related to asset retirement obligations are recognized when the recovery can be
appropriately measured, a reasonable estimate of the amount can be made and it is
expected that future economic benefits will be obtained. A recovery is recognized on a gross
basis from the asset retirement obligations liability.

3. Adoption of new accounting standards:

(a) PS 3280 Asset Retirement Obligations:

On January 1, 2023, the City adopted Canadian public sector accounting standard PS 3280
Asset Retirement Obligations (“PS 3280”). The standard requires the reporting of legal
obligations associated with the retirement of tangible capital assets by public sector entities.

The City has adopted this standard on a prospective basis.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

3. Adoption of new accounting standards (continued):
(b) PS 3450 Financial Instruments and related standards:

On January 1, 2023, the City adopted Canadian public sector accounting standard PS 3450
Financial Instruments, PS 2601 Foreign Currency Translation, PS 1201 Financial Statement
Presentation and PS 3041 Portfolio Investments. The standards were adopted prospectively
from the date of adoption. The new standards provide comprehensive requirements for the
recognition, measurement, presentation and disclosure of financial instruments and foreign
currency transactions.

Under PS 3450 Financial Instruments, all financial instruments are included on the
Consolidated Statement of Financial Position and are measured at either fair value or
amortized cost based on the characteristics of the instrument and the City’s accounting policy
choices (see note 2(d)).

The adoption of these standards did not have any impact on the amounts presented in these
consolidated financial statements.

4. Investments:

2023 2022

Market Market

Cost value Cost value

Short-term notes and deposits $ 443,418 $ 443,418 $ 379,378 $ 379,378
Government and government

guaranteed bonds 599,013 595,015 361,297 350,352

Bank bonds 325,486 328,578 180,818 175,405

Municipal Finance Authority
bonds 12,466 12,722 - -

$ 1,380,383 $ 1,379,733 $ 921,493 $ 905,135

5. Investment in Lulu Island Energy Company Ltd.:

The City owns 100% of the issued and outstanding shares of LIEC, which was incorporated
under the British Columbia Business Corporations Act on August 19, 2013. LIEC develops,
manages and operates district energy utilities in the city of Richmond, on the City’s behalf,
including but not limited to energy production, generation or exchange, transmission, distribution,
maintenance, marketing and sales to customers, customer service, profit generation, financial
management and advisory services for energy and infrastructure.
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CITY OF RICHMOND

Notes to Consolidated Financial Statements
(Tabular amounts expressed in thousands of dollars, unless otherwise indicated)

Year ended December 31, 2023

5.

Investment in Lulu Island Energy Company Ltd. (continued):

Summarized financial information relating to LIEC is as follows:

2023 2022
Cash, cash equivalents, and investments $ 14,527 $ 15,516
Accounts receivable 4,793 2,241
Tangible capital assets 53,741 45,745
Total assets 73,061 63,502
Accounts payable and accrued liabilities 1,849 3,853
Government grants 403 241
Deferred contributions 19,236 13,018
Project agreement/concession liability 14,475 11,362
Total liabilities 35,963 28,474
Shareholder’s equity $ 37,098 $ 35,028
Total revenue $ 8,570 $ 7,608
Total expenses 6,500 6,227
Net income $ 2,070 $ 1,381

Included in accounts payable and accrued liabilities in the City’s consolidated statement of
financial position are payables to LIEC in the amount of $165,059 (2022 - $152,937).

On October 30, 2014, LIEC and Corix Utilities Inc. (“Corix”) entered into a 30-year Concession
agreement (the “Concession Agreement”), where Corix will design, construct, finance, operate
and maintain the infrastructure for the district energy utility at the Oval Village community (the
“OVDEU project”). On September 22, 2022, the LIEC terminated the Concession Agreement after
the Company entered into a new project agreement (the “Project Agreement”) with Project
Contractor, a wholly-owned subsidiary of Corix to design, build, finance, operate and maintain
City Centre District Energy Ultility infrastructure providing heating and cooling services to new
residential and mixed use commercial developments within the City Centre area (the “CCDEU
project’). The existing OVDEU project has been transferred into the CCDEU 