CITY OF

REPORT TO COUNCIL

To: Mayor and Councillors

Subject: 2024 Consolidated Financial Statements File #: 1880.00
Doc #:

From: Graham Flack, CPA, CMA
Deputy CAO

Date: May 6, 2025

RECOMMENDATION:

THAT City Council approve the 2024 Consolidated Financial Statements.

PURPOSE:

As required by Section 167 of the Community Charter the audited financial
statements have to be presented to Council. The purpose of this report is to provide
Council with information about the financial results of 2024 and of the results of the
audit of the City of Langley’s 2024 financial statements.

POLICY:

N/A

COMMENTS/ANALYSIS:

Section 167 of the Community Charter requires that the City produce annual audited
financial statements. The annual financial statements and the auditor’s report for the
year ended December 31, 2024 are attached to this report.

The statements that are attached have been prepared in accordance with the
Canadian Public Sector Accounting Standards as prescribed by the Public Sector
Accounting Board (“PSAB”) of the Chartered Professional Accountants of Canada.
The goal of these standards are to provide better financial and performance
information for government decision-making, accountability and comparability
between government organizations.
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The accounting firm of BDO Canada LLP was retained to conduct the 2024 audit and
to express an opinion as to whether the consolidated financial statements fairly
present the financial position of the City of Langley as at December 31, 2024 and the
results of its operations for the year. In addition to an external audit, the City
maintains and regularly reviews a comprehensive system of internal controls to help
safeguard City assets and to provide reliable financial information.

The consolidated financial statements present financial information that is useful in
evaluating the local government’s financial condition at the end of the accounting
period and its financial performance during the accounting period. They report a local
government’s actual financial activities in comparison to planned activities and the
resulting financial condition of the local government. They are not intended to
replace a variety of other financial reports used in planning, analysis and decision-
making, nor are they intended to be the sole measure of government performance in
the period.

Statement of Financial Position

At December 31, 2024 the City had financial assets of $165M and financial liabilities
of $113M resulting in a positive outcome of $52M in net financial assets. While this is
a decrease of $4M from 2024, it still provides a positive indicator of the City’s
financial flexibility, its ability to finance operating activities and meet current financial
obligations.

Non-financial assets have also increased in 2024, made up primarily of $326M in
tangible capital assets. Assets are a significant economic resource managed by the
City and are a key component in the delivery of services to our citizens.

The accumulated surplus does not represent excess funds that can be allocated to
fund a particular expenditure in the future but rather provide a picture of how the City
is managing its economic resources. It could also be interpreted as the net worth of
the organization. If we raise revenue to cover costs or acquire a new tangible capital
asset a surplus will result. If the City does not invest in the maintenance and renewal
of our assets over time, the accumulated surplus will decrease through the
amortization charge. The annual surplus will gauge how we are maintaining our
assets.
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In 2024, the accumulated surplus increased $21.9M represented as follows:

2024 operating surplus $ 89,208
Net increase in tangible capital assets 17,734,289
Net increase in reserves 4,098,413

Total increase $21,921,910

Investment in land and infrastructure renewal contributed to the increase in tangible
capital assets. In addition to planned reserve contributions, gaming proceeds
exceeded budget by $0.3M. Surplus funds from operations and higher interest
earnings contributed to a larger than anticipated transfer to reserves. These larger
reserve contributions helped offset the $25.7M in reserves used to invest in capital
infrastructure.

Statement of Operations

When comparing the 2024 actual expenditures to the financial plan, it is important to
note the financial plan presented does not reflect any amendments adopted by City
Council. In addition, expenditures that were originally budgeted in the Capital
Improvement Plan but do not result in a tangible capital asset have been reallocated
and expensed in the operating departments that they relate to. For example, traffic
studies are not an asset that can be amortized over time so it is expensed in the
period.

The annual operating surplus is compromised as follows:

Operating surplus - General $ 1,660
Operating surplus — Sewer & Drainage 70,089
Operating surplus - Water 17,459

Total 2024 Operating surplus $89,208

The general operating fund surplus resulted primarily from an increase in
development related revenues and lower departmental expenditures. This surplus
was reduced by allocating additional funds to the Capital Works Reserve ($2.9M) to
replenish the reserve and provide additional funds for future projects. As well, a
transfer was made to the Tax Rate Stabilization Reserve ($1.1M) to be applied
against future debt servicing costs.

The sewer operating fund surplus resulted from an increase in revenue due to higher
user fees based on consumption as well as underspent funds for maintenance,
testing and inspection. This surplus was reduced by allocating additional funds to the
Sewer Future Capital Reserve ($1.1M) to provide funding for future infrastructure
projects.
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The water operating fund surplus resulted from an increase in community water
consumption resulting in higher bi-monthly water fees and operational savings due to
position vacancies and reduced maintenance costs. This surplus was reduced by
allocating additional funds to the Water Future Capital Reserve ($425,000) to provide
funding for future infrastructure projects. The revenue associated with annual billing
customers that experienced increased water consumption will be billed as part of
their 2025 property taxes.

Table 1 (below) lists the 2024 variance by functional area. A variance analysis on
each area is provided below the table. The amounts quoted in the analysis are
approximate and are intended to account for the major parts of the variances being
discussed.

Table 1 — Consolidated Statement of Operations

2024 Financial 2024 Variance
Plan
Revenues
Property tax revenue $ 42,360,805 $ 42,111,394 $ (249,411)
User fees and other revenue 18,751,595 23,212,400 4,460,805
Gaming proceeds 7,500,000 7,792,335 292,335
Government transfers 2,239,450 4,637,518 2,398,068
Investment earnings 1,835,000 6,014,383 4,179,383
Use of development cost charges 1,417,540 2,546,897 1,129,357
Gain (loss) on disposal of tangible capital assets - (59,800) (59,800)
Contributed tangible capital assets - 704,800 704,800
74,104,390 86,959,927 12,855,537
Expenses
General government services 9,367,480 9,090,532 (276,948)
Police senvice 17,586,290 16,979,849 (606,441)
Fire service 7,820,070 6,933,162 (886,908)
Other protective services 986,835 912,182 (74,653)
Engineering operations 8,490,085 7,199,930 (1,290,155)
Water utility 5,744,120 5,410,519 (333,601)
Sewer and drainage ufility 5,314,580 4,564,189 (750,391)
Development services 2,139,590 2,007,183 (132,407)
Solid waste 888,660 874,701 (13,959)
Recreation services 7,159,690 7,164,882 5192
Parks 4,746,330 3,900,888 (845,442)
70,243,730 65,038,017 (5,205,713)
Annual Surplus 3,860,660 $ 21,921,910 18,061,250
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Revenues:

Property tax revenue

Property tax revenue was $249,411 lower than budget. Supplementary assessment reductions,
due to successful appeals, reduced taxation revenue after the budget was adopted. In addition
the City was no longer eligible to receive a grant in lieu of taxes for the building previously
owned by ICBC.

User fees and other revenue

User fees and other revenue was $4,460,805 higher than budget. Engineering
admin/inspection fees were $217,063 more than budget due to sustained growth in
development. Parking and space rentals from filming activity was $80,760 lower than
anticipated. Tax penalties and interest were $97,996 higher due to economic priorities of tax
payers and leaving property taxes unpaid at the due date. Sewer & water operations combined
for $1,082,913 in fees more than anticipated due to an increase in community consumption.
External reserve contributions for the special bonds reserve of $743,138 and community
amenity contributions of $1,034,000 are not budgeted, but are consistent with development
activity. Capital funding varies due to project timing and fund availability and accounted for
$1,061,966 in increased funding. Other miscellaneous income varies year to year and was
$50,230 less than budgeted for 2024.

Gaming proceeds

Gaming proceeds were $292,335 higher than budget. Gaming proceeds are outside of the
control of the City and are dictated by the operations of the gaming facility and gambling activity
of the users.

Government transfers

Government transfers were $2,398,068 higher than budget. The hotel tax was $249,944 over
budget due to the continued tourism sector recovery from the impacts of COVID-19 in addition
to a retroactive payment from the Province for past discrepancies. Operating transfers from
other governments were higher than anticipated by $104,741 due to agreements based on
variable factors such as revenue and cost sharing agreements. Capital funding reduced
revenue variance of $2,098,505 is due to timing of construction activity and grant payments.

Investment earnings

Investment earnings were $4,179,383 higher than budget. Rates of return decreased slightly in
2024 due to the Bank of Canada trying to adjust to cooling inflation, however the balance in
accounts and reserves were higher than anticipated due to capital project timing. An increase in
damage deposits also improved interest earnings on funds held in trust. Statutory reserve
interest income is not budgeted for and varies depending on reserve fund balance and the
timing of expenditures.

DCC revenue recognized

Use of development cost charges (DCC’s) was $1,129,357 higher than budget. Use of DCC’s
varies against budget due to the capital budget carry forward amounts from prior years, but it is
consistent with project timing.
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Gain on disposal of tangible capital assets
Assets were sold and disposed of, including aging infrastructure and vehicles, which resulted in
an unbudgeted loss of $59,800.

Contributed tangible capital assets

The value of contributed tangible capital assets was $704,800. Contributed tangible capital
assets are infrastructure works funded by developers which are required during development.
Amounts are not budgeted and can fluctuate depending on the scope and timing of construction
within the community.

Expenses:

Overall, 2024 expenses were under budget; however, the results vary in each functional area as
operating needs develop during the year and priorities are adjusted from the original financial
plan. An amended financial plan bylaw is required to provide for these budget variances.

Amortization fluctuates annually based on the addition and disposal of tangible capital assets.
Non-capitalized expenditures represent expenditures within our Capital Improvement Plan
section of the Financial Plan, but do not create a tangible capital asset that can be amortized.
These variances can be particularly large as unused budget from prior years is carried forward
until the projects are complete. The financial plan amounts presented do not include these
amounts from prior years.

The significant areas of variance from the budget estimates are as follows with a particular
focus on the operating surplus/deficit in each functional area.

General Government Services

2024 variance $ (347,381)
Amortization 103,330
Accretion 4,658
Non-capitalized expenditure (37,555)
Operating surplus $ (276,948)
Major variances:

Community grants $  (19,000)
Enterprise allocation (80,000)
Wages, benefits & labour matters 145,000
Legal & professional fees 40,000
Contracted service & supplies 61,000
Building & property maintenance 160,000
Interest on tax prepayments (35,000)
Debt servicing costs (623,000)
Internal vehicle adjustment 5,000

Community grants and council enterprise funds were not fully allocated by City Council. Wage,
benefit & labour costs were higher due union contract negotiations and other employment
related matters. Legal & professional fees were over budget due to a temporary increase in
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legal service for bylaw and policy review. Contracted services and supply expenses were over
budget due to additional services required during employment vacancies and equipment
replacement. Building & property maintenance charges were over budget due to unforeseen
maintenance requirements and the purchase of new properties. The debt servicing costs were
less than expected authorized borrowing had been issued part way through the year. Internal
vehicle adjustments reverse vehicle charge out rates in excess of vehicle maintenance costs;
the financial plan includes funding at the full rate.

Police Service

2024 variance $ (717,117)
Amortization 6,183
Non-capitalized expenditure 104,493
Operating surplus $ (606,441)
Major variances:

RCMP contract $ (177,000)
RCMP detachment operations (499,000)
CPO operations (42,000)

The RCMP contract was lower than anticipated due vacancy rates and results of the cost
sharing formula with the Township of Langley as the budget is based on contract strength and
actual costs are based on a sharing formula. In addition, detachment operation costs and
reduced costs at the community police office were lower than expected due to temporary
vacancies of contract staff.

Fire Service

2024 variance $ (912,258)
Amortization 73,762
Non-capitalized expenditure (48,412)
Operating surplus $ (886,908)
Major variances:

Wages & benefits $ (940,000)
Contracted Services 55,000
Fire Prevention and Education 20,000
Training (48,000)

Partial year staff vacancies were present in both management and firefighter positions. The
POC suppression and training costs were less due to vacancies and difficulty getting
responders during the day. Training costs were reduced in conjunction with staff vacancies.
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Other Protective Services

2024 variance $  (74,653)
Operating surplus $ (74,653)
Major variances:

LYFS $ (22,000)
Emergency planning (10,000)
Dog control (10,000)
Victim witness (33,000)

LYFS had a savings as there were contractor vacancies during the year. Emergency Planning
was slightly underspent. Dog control and the victim witness program were also underspent for
the year.

Engineering Operations

2024 variance $ (141,761)
Amortization 303,317
Accretion 20,210
Non-capitalized expenditure (1,471,921)
Operating surplus $ (1,290,155)
Major variances:

Wages & benefits $ (317,000)
Snow removal (42,000)
MRN maintenance (35,000)
Streetlight maintenance 94,000
Road maintenance 51,000
Operation center 52,000
Employee safety training 31,000
Signal maintenance 25,000

Annual operating costs vary year to year within areas of the budget based on required
maintenance and community priorities. Wage & benefit costs were lower due to temporary
vacancies, unused overtime allocations and reallocation of resources. Snow cleanup and
removal was less than budget due to mild weather events. Maintenance on Major Road
Network, funded by Translink, was lower than anticipated. Increased maintenance costs were
directed to high priority areas including roads, street sweeping, sidewalks and signals.
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Water Utility Expenses

2024 variance $ (17,079)
Amortization 31,485
Non-capitalized expenditure (348,007)
Operating surplus $ (333,601)
Major variances:

GVWD water purchases $ 105,000
System maintenance (31,000)
Staffing vacancy (110,000)
Internal vehicle adjustment 19,000

Water purchases from GVWD were over budget due to seasonal fluctuations and an associated
increase in consumer usage during the summer months. Annual operating costs vary year to
year within areas of the budget based on required maintenance and community priorities
resulting in system maintenance being lower than budget. Administration labour costs were
lower than budget due to temporary vacancies. Internal vehicle adjustments reverse vehicle
charge out rates in excess of vehicle maintenance costs; the financial plan includes funding at
the full rate.

Sewer and Drainage Utility Expenses

2024 variance $ (512,554)
Amortization 62,563
Non-capitalized expenditure (300,400)
Operating surplus $ (750,391)
Major variances:

Sewer system maintenance $ (222,000)
Staffing vacancy (113,000)
GVS&DD levies (184,000)
Internal vehicle adjustment 7,000

Sewer system maintenance was under budget due to a reallocation of staff resources to other
priorities including development related upgrades and capital projects. Administration labour
costs were lower than budget due to temporary vacancies. GVS&DD levies for sewer treatment
were under budget. Internal vehicle adjustments reverse vehicle charge out rates in excess of
vehicle maintenance costs; the financial plan includes funding at the full rate.
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Development Services

2024 variance $ 38,984
Amortization (5,547)
Non-capitalized expenditure (165,844)
Operating surplus $ (132,407)
Major variances:

Staffing vacancy $ (196,000)
Economic development (15,000)
Tourism promotion 250,000

Temporary vacancies throughout the department resulted in budget savings. Training and
travel costs were lower than expected due to utilization of temporary staff to fill vacancies.
Investment in economic development has increased with the adoption of the new Official
Community Plan. Tourism promotion was overspent due to an increase in hotel tax revenues
which is transferred to Discover Langley City.

Solid Waste
2024 variance $ (13,959
Operating surplus $ (13,959

Major variances:
Advertising and Events $ (14,000)

Program on budget for year, underspent advertising funding as electronic media was used
compared to print, and promotions were included with other publications. Hazardous waste
collection event was cancelled in 2024.

Recreation Services

2024 variance $ (76,658)
Amortization 69,545
Accretion 14,116
Non-capitalized expenditure (1,811)
Operating deficit $ 5,192
Major variances:

Douglas Recreation Centre $ (131,000)
Timms Community Centre (134,000)
Library Services (24,000)
Recreation Programming 269,000
Special Events (54,000)

Douglas Recreation Centre was closed for renovations. Timms Community Centre & Library
maintenance costs and wage & benefit costs were lower due to temporary staffing vacancies.
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Advertising and communications funding was reduced as electronic media was used compared
to print. Weightroom, gymnasium and the games room were over budget due to having
dedicated staff in each individual area to monitor and support customer’s activities. Other
recreation programming, including children & youth programming incurred additional staffing
costs due to participation rates, but were offset by increased programming fees. Special events
were under expended in 2024 due to the cancellation of the Tri-It triathlon and Douglas Day,
and reduced funding to the Downtown Summer Series.

Parks

2024 variance $ (71,303)
Amortization 123,799
Accretion 11,412
Non-capitalized expenditure (909,350)
Operating surplus $ (845,442
Major variances:

Park maintenance $ (60,000)
Tree maintenance (135,000)
Boulevard and Trail maintenance (51,000)
City image maintenance 100,000
Internal vehicle adjustment 75,000

Parks expenditures between different locations vary year to year based on required
maintenance and community priorities. Park maintenance was under budget due to reduced
expenditures in nature trails, small neighbourhood parks and Brydon park due to recent
upgrades requiring less maintenance. Boulevard maintenance was under budget due to
reduced expenditures in hanging baskets. Tree maintenance was under budget due to
allocation of park resources to other priorities. City image maintenance includes over
expenditures relating to garbage removal, vandalism and homeless camp cleanup on City
properties. Internal vehicle adjustments reverse vehicle charge out rates in excess of vehicle
maintenance costs; the financial plan includes funding at the full rate.

Fund transfers:

Transfers from Reserves Accounts

Transfer from gaming proceeds $ (163,081)
Transfer from future police cost (135,000)
Net transfer under budget $ (298,081)

As per policy, the City funded the community grants and enterprise fund by gaming proceeds,
not all funds were expended in 2024. The entire budgeted transfer from the future police cost
reserve was unnecessary for the year.
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Transfers to Reserves Accounts

Interest on reserve accounts $ 1,587,483
Community works fund 23,179
Gaming proceeds 298,081
Tax rate stabilization 1,129,353
MRN rehabilitation 79,381
Sewer future capital 1,100,000
Water future capital 425,000
Net transfer over budget $ 4,642,477

Non-statutory reserve interest income was higher than budget as rates of return continued to
increase in 2024 due to the Bank of Canada trying to adjust for inflation. In addition, the
balance in accounts and reserves were higher than anticipated due to capital project timing.
The Federal Government transfer of gas tax in 2024 was slightly higher than anticipated.
Gaming proceeds are outside of the control of the City and are dictated by the operations of the
gaming facility and gambling activity of the users. Excess funds budgeted for debt servicing
have been transferred to the tax rate stabilization reserve to be applied against future debt
servicing costs. The transfer to the MRN reserve represents the surplus of fund received from
TransLink for MRN maintenance and renewal. The transfers to the sewer future capital reserve
was increased to allocate surplus from lower repair and maintenance expenditures to the
reserve for future capital projects.

Transfers to Statutory Reserve Funds

Capital works $ 2,850,000
Machinery replacement (8,714)
Off street parking (1,260)
Transfer in excess of budget $ 2,840,026

The general fund operating surplus created by additional revenue and expenditure savings was
transferred to the capital works reserve for future investment through our Capital Improvement
Plan. Due to excess vehicle maintenance and fuel costs the transfer to the machinery
replacement reserve was reduced.
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BUDGET IMPLICATIONS:

A financial plan amendment is required to fund any over expenditures and revised
transfers to reserves.

Respectfully Submitted,

==

Graham Flack, CPA, CMA
Deputy CAO

Attachment:

1. 2024 Consolidated Financial Statements

CHIEF ADMINISTRATIVE OFFICER’S COMMENTS:

| support the recommendation.

Francis Cheung, P. Eng.
Chief Administrative Officer
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