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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

Management at the Town of Swan Hills is responsible for the preparation, accuracy, objectivity and integrity of the accompanying
consolidated financial stalements and all other information contained within this Financial Report. Management believes that the
consolidated financial statements present fairly the Town's financlal position as at December 31, 2025 and the results of its operations for the
year ended.

The consolidated financial statements have been prepared in compliance with legisitation, and in accordance with Canadian Public Secter
Accounting Standards (PSAS).

The consolidaled financial statements include certain smounts based an estimates and judgements. Such amounts have been determined
on a reasonable basis in order to ensure the consolidated financial statements are presented faidy in all material respects.

In fulfilling its responsibllities and recognizing the limits inherent in afl systems, management has designed and maintains & system of intemal
controls to produce reliable information and fo meet reporting requirements on a timely basis. The system is dasigned to provide
management with reasonable assurance that transactions are propery authorized and assets are properly accounted for and safeguarded,

These systems are menitored and evalualed by management and reliable financial information is available for preparation of the
consolidated financial statements.

The Town Council carvies out its respoasibilities for review of the consolidated financial statements principally through its Audit Committee
{represented by the Town Council Commitiee of the Whale). This commitiee meets regularly with management and extemal auditors to
discuss the results of audit examinations and financial repariing matters.

The extemal auditors have full access to the Audit Committee with and without the presence of management. The Town Council has
approved the consolidated financial statements,

The consolidated financiat statements have been audited by Ellerington LLP, Charlered Professional Accountants, independent extemnal
auditors appointed by the Town. The accompanying Independent Auditors Report oufline their responsibiliies, the scope of thelr
examination and their cpinion on the Town's consolidated financial statements.

o ol s s

Chief Adinistrative Officer Director of Corporate Services
April 12, 2026
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Ellerington £
iNDEPENDENT AU DITOR'S REPORT PROFESSIONAL CORPORATION

To the Members of Council
Town of Swan Hills

Opinion

We have audited the consolidated financial statements of Town of Swan Hills (the Entity), which comprises the consolidated statement of
financial position as at December 31, 2025, and the results of it's operations, changes in its net financial assets (debt) and cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of significant accounting policies. In our opinion,
the accompanying consolidated financial statements present fairly, in all material respects, the financial position of Town of Swan Hills as at
December 31, 2025, the results of its operations, change in its net financial assets (debt) and its 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 these standards are
further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Entity 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 opnion.

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

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with Canadian
Public Sector Accounting Standards, and for such internal control as management determines is necessary to enable the preparation of
consolidated 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 Entity's ability to continue as a going concem, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless management either intends to cease operations, or has no
realistic alternative but to do so. Those charged with governance are responsible for overseeing the Entity's financial reporting process.

Auditor's Responsibility for the Audit of the Consolidated 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.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgement and maintain
professional skepticism throughout the audit.

Box 4469 5108-49a Street Barrhead Alberta T7N 1A3 1 (866) 674-8928 ~1(780)674-8879 -1 frontdesk@ellp.ca
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We also:

o ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform
audit procedures responsive fo 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 then for one resulting from error, as fraud may
involve collusion, forgery, infentional amissions, misrepresentaions, or the overtide of internal control.

e Obtain an understanding of intemal control refevant 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 Entity's internal control.

» Evaluate the appropriateness of accounting policies used and ihe reasonabieness 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 and conditions that may cause significant doubt on the Entity's ability to
continue as a going concern.

s 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. Qur conclusions are based on the audit evidence
obtained up fo the date of our auditor's report. However, future events or conditions may cause the Entity to cease to continue as a
going concern.

¢ 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 We are responsible for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion. We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in intemal controf that we identify during our audit.

«  We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought fo bear on our
independence, and where applicable, related safeguards.

«  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to
@xpress an opinion on the financial statements.

Report on Other Legal and Regulatory Requirements

Debt Limit Regulation: In accordance with Alberta Regulation 255/2000, we confirm that the municipality is in complance with the Debt Limit
Regulation. A detailed account of the Entity's debt limit can be found in Schedule 10,

Supplementaiy Accounting Principles and Standards Reguiation: In accordance with Alberta Regulation 313/2000, we confirm that the
municipafity is in compliance with the Supplementary Accounting Principles and Standard Regutation and note the information required can

be found in Schedule 7.
OFESSIONAL ACCOUNTANTS

The engagement partner on the audit resulting in this independent auditor's report is: Scott Efter}

Town of Swan Hills
April 12, 2026
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As At December 31, 2025

2025 2024
FINANCIAL ASSETS
Cash and Temporary Investments {Note 2) $ 4,377,005 $ 5253247
Receivables
Taxes and Grants in Lieu of Taxes (Note 3) 561,102 480,439
Trade and Cther Receivables 236,708 234,363
Wildfire costs recoverable 460,596 -
5,635,411 5,968,049
LIABILITIES
Accounts Payable and Accrued Liabilities 946,636 379,797
Asset Retirement Cbligation (Note 5) 720,202 708,049
Deferred Revenue (Note 4) 100,700 414,668
Long Term Debt (Note 7) . 90,785
1,767,538 1,593,299
NET FINANCIAL ASSETS (DEBT) 3.867.873 4,374,750
NON-FINANCIAL ASSETS
Tangible Capital Assets 20,980,809 20,342,158
Inventory for Consumption 214,500 214,500
Prepaid Expenses - -
21,195,309 20.556.658
ACCUMULATED SURPLUS (Schedules 1 and 9) $_ 25,063,182 $_ 24931408

Contingencies - See Note 11
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CONSOLIDATED STATEMENT OF OPERATIONS

For the Year Ended December 31, 2025

Budget 2025 2024
{(Unaudited)
REVENUE
Net Municipal Taxes (Schedule 3) $ 1,888,504 $ 1,892,206 $  1,875203
Sales, User Charges, Franchise & Rentals 749,300 708,830 1,041,770
Government Transfers for Operating {Sch 4) 1,245,664 1,245,664 1,245 664
[nvestment Income 208,936 149,047 244,273
Penalties and Costs on Taxes 80,000 91,370 78,368
Franchise and Concessicn Contracts 273,259 262,688 257,890
TOTAL REVENUE 4 445 863 4,349,805 4743168
EXPENSES
Council and Other Legislative 201,008 186,393 159,422
General Administration 991,172 1,124,301 1,017,761
Protective Services 153,755 303,347 350,037
Bylaw Enforcement 176,420 175,257 183,790
Common Services 909,644 969,336 822,532
Roads, Streets, Walks, Lighting 157,670 157,028 154,011
Storm Sewers and Drainage 13,685 - 308
Water Supply and Distribution 479,720 526,862 447,083
Wastewater Treatment and Disposal 62,555 36,831 46,150
Waste Management 112,445 118,324 142,216
Family and Community Support 96,052 73,312 35,520
Cemeteries 3,000 15 -
Land Use, Planning, Zoning and Development 7,300 2,881 1,335
Economic Development 50,500 3,216 28,608
Parks and Recreation 673,137 592,301 593,458
Culture: Libraries, Museums, Halls 223,418 180,181 166,604
Amortization Expense 1,220,000 1,220,921 1,166,847
TOTAL EXPENSES 5531478 5,698,506 5,315,682
EXCESS (SHORTFALL) OF REVENUE OVER
EXPENSES - BEFORE OTHER {1,085.815) (1,348.701) {(572.514)
OTHER
Governiment Transfers for Capital 2,437 201 1,480,475 1,132,240
EXCESS (SHORTFALL) OF REVENUE OVER
EXPENSES 1,351,386 131,774 559,726
ACCUMULATED SURPLUS,
BEGINNING OF YEAR 24,931,408 24,931,408 24,371,682
ACCUMULATED SURPLUS, END OF YEAR $ 26282794 §  25063,182 $_ 24931408
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CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS (DEBT)
For the Year Ended December 31, 2025

Budget 2025 2024
(Unaudited)
EXCESS (SHORTFALL) OF REVENUES
OVER EXPENSES §_ 1,351,386 $__ 131,774 $__ 550,726
Acquisition of Tangible Capital Assets (3,249,823 {1,859,572) (1,323,883)
Amortization of Tangible Capital Assets 1,110,000 1,220,921 1,166,847
{2,139,823) (638,651) (157,036)
INCREASE {BECREASE) IN NET DEBT (788,437) {506,877) 402,690
NET FINANCIAL ASSETS (DEBT),
BEGINNING OF YEAR 4,374,750 4,374,750 3,972,060
NET FINANCIAL ASSETS, END OF YEAR $_ 3,586,313 $_ 3,867,873 $_ 4374750
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2025

2025 2024
OPERATING
Excess (shortfall) of Revenues over Expenses $ 131,774 $ 559,726
Non-Cash ltems Included in Excess (Shortfall) of revenues over Expenses:
Amortization of Tangible Capital Assets 1,220,921 1,166,847
Non-Cash Charges fo Operations (Net Change)
Decrease {Increase) in Taxes and Grants-in-Lieu Receivable (80,664) {43,605)
Decrease (Increase) in Trade and Other Receivables (2,345) {35,771)
Increase (Decrease) in Wildfire costs recoverable (460,596) 331,189
Decrease (Increase) in Prepaid Expenses - -
Decrease (Increase) in Land for Resale Inventory - -
Increase (Decrease) in Accounts Payable and Accrued Liabilities 566,839 {4,204)
Increase (Decrease) in Deposit Liabilities - -
Increase (Decrease) in Asset Retirement Obligations 12,153 11,856
increase (Decrease) in Landfill Reclamation Liability - -
Increase (Decrease) in Deferred Revenue (313,968) 244 444
Increase (Decrease) in Other Current Liabilities - -
Cash Provided by Operating Transactions 1,074,114 2.230,482
CAPITAL
Acquisition of Tangible Capital Assets {1,859,572) (1,323,383)
Sale of Tangible Capital Assets - -
Cash Provided by {Applied to} Capital Transactions {1.859,572) (1,323.883)
FINANCING
Long-Term Debt Issued - -
Long-Term Debt Repaid (90,785) (178.805)
Cash Provided by {Appied to) Financing Transactions {90,785) (178.805)
CHANGE IN CASH AND TEMPORARY
INVESTMENTS DURING THE YEAR (876,243) 727,794
CASH AND TEMPORARY INVESTMENTS, BEGINNING OF YEAR 5,253,247 4525453
CASH AND TEMPORARY INVESTMENTS, END OF YEAR (Note 2) $_4.377,004 $_ 5253247
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SCHEDULE OF CHANGES IN ACCUMULATED SURPLUS Schedule 1
For the Year Ended December 31, 2025
2025 2024
Unrestricted Restricted  Equity in Tangible
Surplus Surplus Capital assets
BALANCE,
BEGINNING OF YEAR 3 444498 5 4235537 20251373 $_24931.408 $_ 24371682
Excess of revenue
OVEr eXpenses 131,774 - 131,774 559,726
Asset retirement obligation
and accretion expense 24,009 696,195 {720,204) - -
Funds used for
tangible capital asset {1,428,046) (431,5286) 1,859,572 - -
Annual amortization expense 1,220,821 - (1,220,921) - -
Long-term debt repaid {90,785} - 90,785 - -
Unrestricted funds transfered 146,638 146,638 - - -
Change in Accumulated Surplus 4,511 118,031 9,232 131,774 559,726
BALANCE END OF YEAR $ 449009 §_ 4353568 $_ 20260605 $_ 25063,182 $_ 24,931,408




SCHEDULE OF TANGIBLE CAPITAL ASSETS Scheduie 2
For the Year Ended December 31, 2025
Land Engineered Machinery & 2025 2024

Land  Improvements Buildings  Structures Equipment  Vehicles $ 3
COsT
BALANCE, BEGINNING
OF YEAR 620,477 1,038,640 12,070,464 34,342,116 2,790,857 2,431,824 53,294,368 51,970,485
Acquisition of tangible
capital assets - 189,332 27,613 961,475 32,294 638,858 1,859,572 1,323,883
Disposal of tangible
capital assets - - - - - -
Write down of tangible
Capital assets - - - -
BALANCE,
END OF YEAR 620477 1,237,972 12,098.067 _ 35303,591 2.823.151 _3,070.682 _ 55153940 _ 53,204,368
ACCUMULATED AMORTIZATION
BALANCE, BEGINNING
OF YEAR 589,797 7146431 21,791,189 1,557,253 1,867,540 32,952,210 31,785,363
Annual amortization 73,177 228,236 698,233 94,886 126,389 1,220,921 1,166,847
Accumulated amortization
on disposals - - - - - -
BALANCE, END
OF YEAR - 662.974 _ 7374667 _ 22489422 1.652139 _1.993.929 _ 34173131 _ 32,952,210
NET BOOK VALUE OF TANGIBLE
CAPITAL ASSETS 620,477 574998 _4723400 _ 12814169 _1.174.012 1.076,753 _ 20,980,809 _ 20.342,158
2024 NET BOOK VALUE OF TANGIBLE
CAPITAL ASSETS 820,477 448843 4024023 125509827 1233604 564,284 _ 20,342.158
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SCHEDULE OF PROPERTY AND OTHER TAXES Schedule 3
For the Year Ended December 31, 2025
Budget 2025 2024
(Unaudited)
TAXATION
Real Property Taxes $ 1,835,147 $ 1,835377 $ 1,815,596
Linear Property Taxes 289,707 289,706 285,043
Government Grants in Lieu of Property Taxes 23.278 26,074 25477
TOTAL TAXATION $__ 2148156 $_ 2,151,157 $__ 2126116
REQUISITIONS
Alberta Schoal Foundation $ 242,516 $ 242,516 $ 233,581
Barrhead & District Social Housing 16,435 16,435 17,332
Designated Industrial Properties 701 - -
TOTAL REQUISITIONS 259,652 258,951 250,913
NET MUNICIPAL TAXES $_. 1888504 $_1.892.206 $  1.875203

Page 10




SCHEDULE OF GOVERNMENT TRANSFERS Schedule 4
For the Year Ended December 31, 2025
Budget 2025 2024
{(Unaudited)
TRANSFERS FOR OPERATING
Provincial Government 3 295,664 $ 295,664 $ 295,664
Federal Government - - -
Other Local Government 950000 950,000 950,000
$ 1,245 664 $  1,245.664 5 1245664
TRANSFERS FOR CAPITAL
Provincial Government $ 1,187,891 $ 572475 3 258,240
Federal Government 219,967 - -
Other Local Government 1,029,343 908,000 874,000
2.437.201 1,480,475 1,132,240
TOTAL GOVERNMENT TRANSFERS $ 3682865 $ 2726139 $_ 2377904
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SCHEDULE OF CONSOLIDATED EXPENSES BY OBJECT Schedule 5
For the Year Ended December 31, 2025
Budget 2025 2024
(Unaudited)

CONSOLIDATED EXPENSES BY OBJECT
Salaries, Wages and Benefits $ 2001440 $ 2,141,534 $ 1,981,863
Contracted and General Services 980,963 999,892 740,553
Purchases from Other Governments . . -
Materials, Goods, Supplies and Utilities 1,078,567 1,012,855 1,225,755
Provision For Allowances 7,000 {24,080} 6,238
Transfers to Other Governments 104,681 114,373 102,610
Transfers o Local Boards and Agencies 102,302 73,312 35,520
Transfers to Individuals and Organizations 21,500 17,583 18,834
Bank Charges and Short Term Interest 14,080 13,881 20,977
Interest on Long Term Debt 935 935 4,835
Other Expenditures - 127,302 11,857
Amortization of Tangible Capital Assets 1,220,000 1,220,921 1,166,847
Loss on Disposal of Tangible Capital Assets - - -

TOTAL EXPENSES $ 5531478 $_ 5,698,508 $_ 5315689

Page 12




SCHEDULE OF SEGMENTED DISCLOSURE

For the Year Ended December 31, 2025

Schedule 6

General  Protective Transportation Planning & Recreation Environmental — Other Total
Government  Services Services Development & Culture  Services 3

REVENUE
Net municipal taxes 1,892,208 - - . - 1,892,208
Government transfers 1,245,664 566,080 826,816 - - 87,579 - 2,726,139
User fees & sale of goods 10,183 51,195 - 4,577 68,281 570,296 4,300 708,832
Invesiment income 149,047 - - - - - 149,047
Contributed assets - - - - .
Other revenues 354,056 - - - - 354 056

31651158 617,275 826 818 4,577 68281 657,875 4.300 5,830,282
EXPENSES
Contract & general 493,641 43,363 160,226 2,881 92473 202,914 4,394 999,892
Salaries & wages 751,522 105,065 621,598 - 306,162 249,280 107,909 2141534
Goods & supplies 74,798 39,774 344,542 - 241,890 217,668 94,186 1,012,855
Transfers to local boards - - - - 114,373 - 73,312 187,685
Long-term debt interest 935 - - - - - - 935
Other expenses {10,193} 115,149 - - 17,583 12,153 134,686

1,310,697 303,348 1,126,364 2881 772481 682,015 279,801 4,477,587
NET REVENUE, BEFORE
ANORTIZATION 2,340,461 313,927 (299,548) 1,696 (704.200) (24,140} {275,501} 1,352,695
Amaortization expense 81,213 140,238 251,164 - 199,737 538,569 10,000 1,220,921
NET REVENUE 2 259§248 173,689 (550,712) 1,696 {803,937) {562.709) (285,501) 131,774
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SCHEDULE OF SALARY & BENEFIT DISCLOSURE Schedule 7
For the Year Ended December 31, 2025

2025
Salary Benefits & Total
Allowances
MAYOR
Craig Wilson $ 34955 % 8449 § 43,404
COUNCILLORS
Bob Cleremont 12,185 233 12,418
Jeff Goebel 19,359 5,918 25,278
Elizabeth Krawiec 11,185 - 11,185
Terry Kuyek 16,719 3,348 20,067
Dean LaBerge 17,469 5014 22,483
Daryn Watson 14,219 3,862 18,081
Paul Caughlin 3,034 3,539 6,573
Kelly Stenberg 3.034 2827 5,661

TOTAL MAYORS & COUNCILLORS $ 132159  § 32991 §_ 165150

APPOINTED AND DESIGNATED OFFICERS

Municipal Manager $ 159,839 % 0460 $ 169,299
Designated Officers (3) 281,308 25.501 306,809

b 441,147 % 34961 $§__ 476,108
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SCHEDULE OF LOCAL AUTHORITIES PENSION PLAN Schedule 8
For the Year Ended December 31, 2025

LOCAL AUTHORITIES PENSION PLAN

Employees of the Town of Swan Hills do not participate in the Local Authorities Pension Plan (LAPP).
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SCHEDULE OF ACCUMULATED SURPLUS Schedule 9
For the Year Ended December 31, 2025

Accumulated surplus consists of restricted and unrestricted amounts and equity in tangible capital assets.

2025 2024
Unrestricted Surplus $_ 449,009 3 444 498
Restricted Surplus
Future Subdivision 250,000 250,000
Public Works Equipment 600,000 626,651
Infastructure 513,024 525,000
Facilities 130,694 150,000
Protective Services Equipment 292,346 659,542
Land Fill Reclamation 75,000 75,000
Viability Agreement 1,092,947 1,099,343
Contingency Operating 300,000 300,000
General Capital 403,362 550,000
3,657,373 4,235 536
Equity in Tangible Capital Assets 20,980,809 20,251,373
TOTAL ACCUMULATED SURPLUS $ 25,087,191 $_ 24931407
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SCHEDULE OF DEBT LIMITS Schedule 10
For the Year Ended December 31, 2025

DEBT LIMITS

Section 276 (2) of the Municipal Government Act requires that debt and debt limits as defined by Alberta Regulation 255/00 for the
Town of Swan Hills be disclosed as follows:

Total Debt Limit $ 6,524,708
Total Debt -
Amount of Debt Limit Unused $_6,524,708
Debt Servicing Limit $ 1,087,451
Debt Servicing -
Amount of Debt Servicing Limit Unused $_ 1,087,451

The debt limit is calculated at 1.5 times revenue of the municipality (as defined by Alberta Regulation 255/00) and the debt service limit
is calculated at .25 fimes such revenue. Incurring debt beyond these limitations requires approval by the Minister of Municipal Affairs to
identify municipalities that could be at financial risk if further debt is acquired. The calculation taken alone does not represent the
financial stability of the municipality. Rather, the financial statements must be represented as a whole,
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

1. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of the Town of Swan Hills are the representations of management prepared in accordance with
Canadian generally accepted accounting principles for local government accounting standards established by the Public Sector
Accounting Board ("PSAB") of the Canadian Institute of Chartered Accountants ("CICA"). Significant aspects of the accounting policies
adopted by the Town of Swan Hilfs are as follows:

a) Reporting Entity
The consolidated financial statements reflect the assets, liabilities, revenues and expenses, changes in fund balances and changes
in financial position of the reporting entity. This entity is comprises of the municipal aperations plus all of the organizations that are
owned or controlled by the Town and are, therefore, accountable to ihe Town Council for the administration of their financial affairs
and resources.

The schedule of taxes levied also includes requisitions for education, health, social and other exteral organizations that are not
part of the municipal reporting entity.

The statements exclude trust assets that are administered for the benefit of external parties, Interdepartmental and organizational
transactions and balances are eliminated.

b) Basis of Accounting
The financial statements are prepared using the accrual basis of accounting. The accrual basis of accounting records revenue as it
is earned and measurable. Expenses are recognized as they are incurred and measurable based upon receipt of goods or services
and/or the legal obligation fo pay.
Funds from external parties and earnings thereon restricted by agreement or legislation are accounted for as deferred revenue
untit used for the purposes specified.
Government transfers, contributions and other amounts are received from third parties pursuant to legisiation, regulation or
agreement and may only be used for certain programs, in the completion of specific work, or for the purchase of tangible capital
assets. In addition, certain user charges and fees are collected for which the related services have yet to be performed. Revenue is
recognized in the period when the related expenses are incurred, services performed or the tangible capital assets are acquired.

¢} Use of Estimates
The preparation of financial statements in conformity with Canadian generally accepted acounting principles requires management
to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenue and expenditures during the period.
Where measurement uncertainty exists the financial statements have been prepared within reasonable limits of materiality. Actual
results could differ from those estimates.

d) Investments
Investments are recorded at amortized cost. Investment premiums and discounts are amortized on the net present value basis
over the term of the respective investments, When there has been a loss in value that is other than a femporary decline, the
respective investment is written down to recognize the loss,
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1. SIGNIFICANT ACCOUNTING POLICIES

¢} Debt Charges Recoverable
Debt charges recoverable consist of amounts that are recoverable from municipal agencies or other local governments with
respect to outstanding debentures or other [ong-term debt pursuant to annexation orders or joint capital undertakings. These
recoveries are recorded at a value that equals the offsetting portion of the unmatured long-term debt, less actuarial requirements
for the retirement of any sinking fund debentures.

f) Requisition Over-levy and Under-Levy
Over-levies and under-levies arise from the difference between the actual property tax levy made to cover each requisition and the
actual amount requisitioned.
If the actual levy exceeds the requisition, the over-levy is accrued as a liability and praperty tax revenue is reduced. Where the
actual levy is less than the requisition amount, the under-levy is accrued as a receivable and as property tax revenue.
Requisition tax rates in the subsequent year are adjusted for any over-levies or under-levies of the prior year.

g) Inventories for Resale
Land held for resale is recorded at the lower of cost or net realizable value. Cost inciudes costs for land acquisition and
improvements required to prepare the land for servicing such as clearing, stripping and [evelling charges. Related development
costs incurred to provide infrastructure such as water and wastewater services, roads, sidewalks and street lighting are recorded
as physical assets under their respective function.

h) Prepaid Local Improvement Charges
Construction and borrowing costs associated with local improvement projects are recovered through annual special assessments
during the period of the related borrowings. These levies are collectable from property owners for work petformed by the
municipality.
Where a taxpayer has elected to prepay the outstanding local improvement charges, such amounts are recorded as deferred
revenue. Deferred revenue is amortized to revenue on a straight-line basis over the remaining term of the related borrowings.
In the event that the prepaid amounts are applied against the related borrowings, the deferred revenue is amortized to revenue by
an amount equal to the debt repayment.

i) Asset Retirement

A liability for an asset retirement obligatio is recognized at the best estimate of the amount required fo reitre a tangible capital asset
at the financial statement date when there is a legal obligation for the Town to incur retirement costs, the past transaction or event
given tise tothe liability has occurred, it is expected that future economic benefits will be given up, and a reasonable estimate of the
amount can be made. The best esimate of the fiabiiitty includes all costs directly attributable to asset refirement activities, based
on information available at year-end. The best etimate of an asset retirement obligation incorporates a present value technique,
when the cash flows required to settle or otherwise extinguish an asset retirement obligation are expected to occurr aver extended
future periods,

When a liability for an asset retirement obligation is initially recognized, a corresponding asset retirement cost is capitafized fo the
carrying amount of the related tangible capital asset. The asset retirement cost is amortized over the useful life of the refated
asset. Asset retirement obligations which are incurred incrementally with use of the asset are recognized in the period incurred
with a corresponding aset refirement cost expensed in the period.

At each financial reporting date, the Town reviews the carrying amount of the liability. The recognizes period-to-period changes to
the liabitity due ot the passage of time as accretion expense. Changes to the liability arising from revisions to either the timing, the
amount of the original estimate of undiscounted cash flows or the discount rate are recognized as an increase or decrease to the
carrying amount of the related tangible capital asset. The Town continues to recognize the liabilit until it is settled or otherwise
extinguished. Disbursements made io settle the liability are deducted from the reported liability when they are made.
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1. SIGNIFICANT ACCOUNTING POLICIES

i) Landfill Closure and Post-Closure Liability
Pursuant to the Alberta Environmental Protection and Enhancement Act, the Town is required to fund the closure of its landfill site
and provide for post-closure care of the facility. Closure and post-closure activities include the final clay cover, landscaping, as well
as surface and ground water monitoring, leachate control and visual inspection. The requirement is being provided for over the
estimated life of the landfilt based on usage.

k} 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 the result of a direct financial return.
Government transfers are recognized in the financial statements as revenues in the period in which events giving rise fo the
transfer occur, providing the transfers are authorized, any eligibility criteria have been met, and reasonable estimates of the
amounts can be determined.

[} 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 normal course of operations. The change in
non-financial assets during the year, together with the excess of revenues over expenses, provide the consolidated Change in Net
Financial Assets (Debt) for the year.
i. Tangible Capital Assets
Tangible capital assets are recorded at cost which includes all amounts that are directly atiributable to acquisition, construction,
development or betterment of the asset. The cost, less residual value, of the tangible capital assets is amortized on a straight-line
hasis over the estimated useful fife as follows:

Years
Land Improvements 15
Buildings 50
Engineering Structures
Water System 45-75
Wastewater System 45-75
Other Engineering Systems 20-30
Machinery, Equipment and Furnishings 5-25
Vehicles 10-25

One-half of the annual amortization is charged in the year of acquisition and in the year of disposal. Assets under
construction are not amortized until the asset is available for productive use.
ii. Contribution of Tangible Capital Assets
Tangible capital assets received as contributions are recorded at fair market value at the date of receipt and are also recorded as
revenue.
iii, Leases
Leases are classified as capital or operating leases. Leases which fransfer substantially all of the benefits and risk incidental to
ownership of property are accounted for as capital leases. Al other leases are accounted for as operating leases and the related
lease payments are charged to expenses as incurred.
iv. Inventories
Inventories held for consumption are recorded at the lower of cost and replacement cost.
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2. CASH AND TEMPORARY INVESTMENTS

2025 2024
Cash $ 3,737,156 $ 4,632,603
Temporary Investments 639,849 620,644
$_ 4,377,005 $_ 5253247
Temporary investments are short-term deposits with original maturities of 1 year or less.
3. TAXES AND GRANTS IN PLACE OF TAXES RECEIVABLE
2025 2024
Current Taxes and Grants in Place of Taxes $ 225751 5 207,763
Arrears Taxes 353,748 291,073
579,499 498,836
Less: Allowance for Doubtful Accounts {18.397) {(18.397)
§__561102  S__ 480430
4. DEFERRED REVENUE
2025 2024
Local Government Fiscal Framework $ 300 $ 314,368
Canada Community-Building Fund 100,400 100,300
$ 100,700 $ 414,668

3. ASSET RETIREMENT OBLIGATION

Landfill

The Town operates a landfill site and is legally required to perform closure and post-closure activities upon retirement of this site.
Closure and post-closure activities include the final clay cover, landscaping, as well as surface and ground water monitoring, feachate
confrol and visual inspection. A liability for the total obligation, which was incurred when the site started accepting waste, irrespective
of the volume of waste accepted has been accrued. The Town estimates that no further obligation is incurred incrementally due to the
volume of waste accepted, therefore, no futher obligation is being accrued based on volume of waste accepted. Undiscounted future
cash flows expected are a closure cost in the year 2028 of $550,000 with annual post closure activities starting in 2029 of of $10,000

per year, inreasing at an annual inflation rate of 2.5 per cent per annum for 25 years to the year 2053.
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6. CONTAMINATED SITE LIABILITY

On January 1, 2015, The Town adopted PS 3260 Liability for Contaminated Sites. The standard was applied on a retroactive basis and
did not result in any adjustments to the financial liabilifies, tangible capital assets or accumulated surplus of the Town.

[n 2023 the Liability for Contaminated Sites was replaced with an Asset Retirement Obligation (Note 5}.

7. LONG-TERM DEBT

2025 2024
Tax Supported Debenture from Alberta Capital Finance Authority,
bearing interest at 2.059 per cent per annum, repayable in
blended semi-annual installments of $91,720 to June 2025. $ - 3 90,785
8. EQUITY IN TANGIBLE CAPITAL ASSETS
2025 2024
Tangible Capital Assets (Schedule 2} $ 55,153,940 $ 53,294,368
Accumulated Amortization (Schedule 2) (34,173.131) {32.852.210)
20,980,809 20,342,158
Long-Term Debt (Note 6) - 90,785

$_ 20,980,809 $__ 20,251,373

9. SEGMENTED DISCLOSURE

The Town of Swan Hills provides a range of services to its ratepayers. For each reported segment, revenues and expenses represent
both amounts that are directly atfributable to the segment and amounts that are allocated on a reasonable basis. The accounting
policies used in these segments are consistent with those followed in the preparation of the financial states as disclosed in Notel1.
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10. TRUST FUNDS

2025 2024
Communily Senior Housing Donation $ 639,849 $ 620,644

The Town holds funds in frust for a private donation made for the purpose of community senior housing. The donation is held in a
separate investment account bearing interest at 4.80 per cent per annum with the interest being accumulated on the donation.

11. CONTINGENCIES

The Town is a member of the Alberta Municipal Insurance Exchange (MUNIX). Under the terms of the membership, the Town could
become liable for its proportionate share of any claim losses in excess of the funds held by the exchange. Any liability incurred would
be accounted for as a current transaction in the year the losses are determined,

12. FINANCIAL INSTRUMENTS

The Town's financial instruments consist of cash and temporary investments, accounts receivable, investments, debt charges
recoverable, bank indebtedness, accounts payable and accrued liabilities, deposit fiabilities, requisition over-levy and long-term debt. it
is management's opinion that the Town is not exposed to significant interest or current risks arising from these financial instruments.

The Town is subject to credit risk with respect to taxes and grants in place of taxes receivable and trade and other receivables. Credit
risk arises from the possibifity that taxpayers and entities to which the Town provides services may experience financial difficulty and
be unable o fulfiil their obligations. The large number and diversity of taxpayers and customers minimizes the credit risk.

Unless otherwise noted, the carrying value of the financial instrument approximates fair value.

13. APPROVAL OF FINANCIAL STATEMENTS

Council and Management have approved these financial statements.
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