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Independent Auditor's Report

To the Council Members of the Rural Municipality of Eastern Kings.

Opinion

We have audited the accompanying financial statements of Rural Municipality of Eastern Kings which comprise
the statement of financial position as at March 31, 2020 and the statements of operations, the statement of
changes in net financial assets and the statement of cash flows for the year then ended, and notes to the
financial statements including a summary of significant accounting policies and other explanatory information.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Municipality as at March 31, 2020 and the results of its operations and its cash flows for the year then ended in
accordance with 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 report. We are independent of the Municipality 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.

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

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with 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 Municipality's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concem 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 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 these financial statements.
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As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise profassional
judgment and maintain professional skepticism throughout the audit. We also:

- ldentify 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.

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 financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence abtained up fo the date of our auditor's report. However,
future events or conditions may cause the Municipality to cease to continue as a going concemn,

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.

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.

Key Audit matters

We draw attention to note 7 on the financial statements, which indicates that in the previous reporting period the

fiscal year end changed from December to March, resulting in a one time presentation of operations for 15
months for the comparative period.

C:;'Y 2.@3%‘1& I~ C:DV\_@Q..j

Chartered Professional Accountants

Charlottetown, PE
August 25, 2020



Rural Municipality of Eastern Kings

Statement of Financial Position

As at March 31, 2020, with comparative figures for 2019

2020 2019
Financial assets
Cash and term deposits $ 114,749 139,646
Restricted cash 71,081 39,723
Accounts receivable (note 3) 17,144 2,924
202,974 182,293
Liabilities
Accounts payable and accrued liabilities (note 5) 24,292 3,600
Deferred government assistance (note 6) 81,249 40,027
105,541 43,627
Net financial assets 97,433 138,666
Non-financial assets:
Tangible capital assets (note 4) 855 -
Accumulated surplus $ 98,288 138,666

On Behalf of the Council-
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The accompanying notes are an integral part of these financial statements.



Rural Municipality of Eastern Kings

Statement of Operations

For the year ended March 31, 2020, with comparative figures for the 15 month period ended March 31, 2019

2020 Budget

(note 2)
(unaudited) 2020 2019
Revenue
Property tax assessments $ 211,501 % 224901 § 266,006
Building and subdivision permits 4,500 22,983 7,388
Interest on term deposits - 1,833 1,230
Gas Tax funding (note 5) - - 21,000
Community by-law funding - - 954
Job grant 1,000 - -
‘ 217,001 249,717 296,578
Expenditures
Administration
Advertising and promotion 2,000 1,943 3,123
Amortization expense - 365 -
Bank charges 100 299 286
Contingent expenditures 12,000 - -
Honorariums 4,750 4,750 4,000
Insurance 3,500 3,625 3,433
Land development 5,000 9,548 11,380
Memberships 2,000 1,614 -
Municipal administration 20,000 16,003 9,885
Office expenses and rent 6,600 6,662 7,164
Professional and consultant fees 13,000 48,406 12,133
Telephone 1,440 1,401 1,666
Training 2,000 - -
Community services
Eastern Kings Community Centre 7,800 7,800 9,750
Eastern Kings Fire Department 76,000 116,000 96,326
Fly project 22,300 20,806 19,072
Gas Tax project (note 5) - - 21,000
Grants and donations 16,000 16,594 16,454
Wages and employee benefits 40,000 34,379 35,605
234,490 290,095 251,277
Annual (deficit) surplus (17,489) (40,378) 45,301
Accumulated surplus at beginning of year 138,666 93,365
Accumulated surplus at end of year $ 98,288 § 138,666

The accompanying notes are an integral part of these financial statements.



Rural Municipality of Eastern Kings

Statement of Changes in Net Financial Assets

As at March 31, 2020, with comparative figures for 2019

2020 2019

Net financial assets at beginning of year $ 138,666 $ 93,365
Annual (deficit) surplus (40,378) 45,301
Amortization of tangible capital assets 365 -
Purchase of tangible capital assets (1,220) -
(Decrease) increase in net financial assets (41,233) 45,301
Net financial assets at end of year $ 97,433 §$ 138,666

The accompanying notes are an integral part of these financial statements.



Rural Municipality of Eastern Kings

Statement of Cash Flows

For the year ended March 31, 2020, with comparative figures for the 15 month period ended March 31, 2019

2020 2019
Cash flows from operating activities:

Annual (deficit) surplus $ (40,378) § 45,301
ltems not affecting cash:

Amortization expense 365 -

Changes in non-cash working capital:

Accounts receivable (14,220) 1,899
Accounts payable and accrued liabilities 20,692 (4,768)
Deferred revenue 41,222 (2,520)
Change in non-cash working capital 47,694 (5,389)
7,681 39,912

Cash flows from investing activities:

Purchase of tangible capital assets (1,220) -
Cash at beginning of period 179,369 139,457
Cash at end of period $ 185,830 $ 179,369
Cash consists of the following:

Municipal Operating Account 69,749 74,633

Gas Tax Account 71,081 39,723

Guaranteed Investment Certificate 45,000 65,013

) 185,830 $ 179,369

The accompanying notes are an integral part of these financial statements.



Rural Municipality of Eastern Kings

Notes to the Financial Statements

For the year ended March 31, 2020, with comparative figures for the 15 month period ended March 31, 2019

The Rural Municipality of Eastern Kings (formerly Eastern Kings Community Council) was incorporated in 1974 under
the Prince Edward Island Municipalities Act. lts principal activities include the provision of local government services to

residents of the incorporated area. These services include com munity development, land development and zoning, and
additional municipal services.

1. Significant accounting policjes:

The Municipality applies the Canadian Public Sector Accounting Standards.

a)

Basis for presentation:

The financial statements of the Municipality have been prepared by management in accordance with
Canadian Public Sector Accounting Standards of the Chartered Professional Accountants of Canada on a
basis consistent with that of the preceding year, as required by the Municipal Government Act of Prince
Edward Island.

Cash:

Cash comprises cash on hand and balances with financial institutions and term deposits that are
redeemable upon demand.

Restricted cash:

Restricted cash is comprised of a gas tax fund which is held at a separate bank account and externally
restricted for eligible projects as defined by the Infrastructure Secretariat.

Tangible capital assets:

Tangible capital assets are stated at cost. Amortization is provided for using the declining balance method.

Asset Rate
Computer equipment 45%
Computer software 100%

Revenue recognition:

The Municipality follows the deferral method of accounting for contributions. Restricted contributions are
recognized as revenue in the year in which the related expenses are incurred. Unrestricted contributions
are recognized as revenue when received or receivable if the amount to be received can be reasonably
estimated and collection is reasonably assured.

Deferred revenue refers to the unearned funding received from the Government for projects that are not
yet completed, and interest earned on funds received from the Infrastructure Secretariat. All deferred
revenue is classified as a current liability until the expenses have occurred.



Rural Municipality of Eastern Kings

Notes to the Financial Statements

For the year ended March 31, 2020, with comparative figures for the 15 month period ended March 31, 2019

1. Significant accounting policies: (continued)

f)

h)

Government transfers:

Government transfers are the transfer of assets from senior levels of government that are not the result of
an exchange transaction, are not expected to be repaid in the future, or are the result of a direct financial
return. Government transfers are recognized in the financial statements as revenue in the period in which
events giving rise to the transfer occur, providing transfers are authorized, and any eligibility criteria have
been met and reasonable estimates on the amounts can be determined.

Financial instruments:

The Municipality's financial instruments consist of cash, accounts receivable and accounts payable.
Unless otherwise noted, it is management's opinion that the Municipality is not exposed to significant
interest, currency, or credit risks arising from these financial instruments. The fair values of these financial
instruments approximate their carrying values, unless otherwise noted.

Use of estimates:

The preparation of financial statements in accordance with Public Sector Accounting Standards requires
the Municipality to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from the Municipality's best estimates as additional
information becomes available in the future.

2. Budgeted figures:

Budgeted figures have been provided for comparison purposes and have been derived from the estimates
approved by the Council Members of the Rural Municipality of Eastern Kings.

3. Accounts receivable:

2020 2019
Gas tax contributions receivable $ 10,168 § -
HST receivable 5,088 1,814
Interest receivable on term deposits 1,888 1,110

$ 17,144  § 2,924

4. Tangible capital assets:

2020 2019

Accumulated Net Book Net Book

Cost Amortization Value Value
Computer equipment $ 890 % 200 § 690 $ -
Computer software 330 165 165 -

$ 1,220 $ 365 $ 855 §$ -




Rural Municipality of Eastern Kings

Notes to the Financial Statements

For the year ended March 31, 2020, with comparative figures for the 15 month period ended March 31, 2019

5. Accounts payable and accrued liabilities:

2020 2019
Accounts payable $ 20,498 $ 57
Accrued vacation payable 442 -
Government remittances 3,352 3,543

$ 24,292 § 3,600

6. Deferred revenue:

During the year, the Municipality has received payments of $ 30,506 and have amounts receivable of $ 10,168 for a
total of § 40,674 in Gas Tax Funds (GTF) from the Infrastructure Secretariat during the year, totaling $ 128,034 for
six years. The Municipality did not complete any projects during the year. In 2019, project 40.1.4 (Community center
energy upgrade) was completed at the cost of $ 21,000, and the amount was expensed and recognized as
revenues in that year. The community has received these amounts within the Capacity Investment Plan, in which
they are allocated a certain amount based on their population and approval by the Infrastructure Secretariat of a five-

The reconciliation of deferred revenue balances is as follows:

2020 2019
Deferred revenue, opening $ 40,027 $ 42 547
Contributions received 30,506 18,480
Contributions receivable 10,168 =
Interest earned 548 -
Projects completed during the year - {21,000)
Deferred revenue, closing $ 81,249 § 40,027

7. New Municipal Government Act
The New Municipal Government Act came into effect on December 23, 2017. With the enactment of this legislation,

the fiscal year-end of the Municipality was changed from December 31st to March 31st. As a result, the Municipality
reported a one-time 15 month fiscal period from January 1, 2018 to March 31, 2019.

8. Comparative figures

Certain comparative figures have been reclassified to conform with the current year's financial statement
presentation.




