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Independent Auditor's Report

To the Directors of the Regional District of East Kootenay

Opinion

We have audited the accompanying financial statements of the Regional District of East Kootenay
(the " Regional District"), which comprise the statement of financial position as at December 31,
2025, and the statements of operations and accumulated surplus, change in net financial assets
and cash flows for the year then ended, and notes to the financial statements including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Regional District as at December 31, 2025 and its results of operations,
its change in net financial assets 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 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 Regional
District 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.

Other Matter

We draw attention to Note 2 on the financial statements, which explains that certain
comparative information presented for the year ended December 31, 2024 has been restated.
Our opinion is not modified in respect of this matter.

Unaudited Information

We have not audited, reviewed or otherwise attempted to verify the accuracy or completeness of
the information included in Schedule 1 - Covid-19 Restart Grants or Schedule 2 - Growing
Communities Grants of the Regional District's financial statements.

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

Those charged with governance are responsible for overseeing the Regional District’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.

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

 Identify and assess the risks of material misstatement of the 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 Regional District’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 Regional District’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 Regional District 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.
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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.

Chartered Professional Accountants

Kamloops, British Columbia 
June 12, 2026
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Regional District of East Kootenay
Statement of Operations and Accumulated Surplus

(Restated)
For the year ended December 31 2025 2025 2024

Budget Actual Actual
(Note 19)

Revenue
Tax requisitions $ 28,149,580 $ 28,149,581 $ 25,821,947
Parcel taxes 1,794,767 1,798,148 1,743,935
Grants in lieu of taxes 916,684 876,031 833,155
Provincial government grants 7,151,470 2,465,331 10,230,980
Local government grants and regional transfers 4,762,656 3,114,294 2,619,401
Water and sewer fees 2,361,296 2,392,727 2,088,447
Other sale of services and fees (Note 10) 4,066,110 5,690,869 4,605,662
Interest earned 393,750 1,666,590 2,451,804
Debt payments from member municipalities 4,513,593 3,838,738 2,779,866
Actuarial adjustment of municipality debt - 660,834 679,493
Gain on change in estimate of
    Asset Retirement Obligation - - 2,087,094
Other revenue - 804,729 552,176
Actuarial adjustments - 261,783 341,482

54,109,906 51,719,655 56,835,442

Expenses (Note 18)
General administration 6,087,342 6,436,203 6,363,332
Protective services 11,962,952 9,733,206 8,837,757
Solid waste and recycling services 12,398,173 13,267,679 11,076,320
Health, social, housing & other services 1,396,900 542,691 326,504
Development and transportation services 2,701,211 2,233,046 2,189,641
Parks, recreation and cultural services 3,948,146 3,192,586 3,439,052
Sewer services 762,116 706,049 675,525
Water services 2,593,586 2,844,828 2,687,298
Debt payments attributable to
   member municipalities 4,513,593 3,838,738 2,779,866
Actuarial adjustment of municipality debt - 660,834 679,493

46,364,019 43,455,860 39,054,788

Annual surplus 7,745,887 8,263,795 17,780,654
Accumulated surplus, beginning of year, as
previously stated 102,561,518 102,561,518 84,780,864

Comparative information (Note 2) - (1,710,907) (1,710,907)

Accumulated surplus, beginning of year,
restated 102,561,518 100,850,611 83,069,957

Accumulated surplus, end of year $ 110,307,405 $ 109,114,406 $ 100,850,611

The accompanying notes are an integral part of these financial statements.
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Regional District of East Kootenay
 Statement of Change in Net Financial Assets

Budget
For the year ended December 31 2025 2025 2024

(Note 19)

Annual surplus $ 7,745,887 $ 8,263,795 $ 17,780,654

Acquisition of tangible capital assets (11,972,782) (5,359,773) (12,048,597)

Amortization of tangible capital assets - 2,184,606 1,929,284

Change in estimate of Asset
Retirement Obligation - - 2,854,014

Disposal of tangible capital assets - - 14,982

Consumption (acquisition) of prepaid expenses - 94,314 (48,161) 

Net change in net financial assets (4,226,895) 5,182,942 10,482,176

Net financial assets, beginning of
year 23,033,557 23,033,557 12,551,381

Net financial assets, end of year $ 18,806,662 $ 28,216,499 $ 23,033,557

The accompanying notes are an integral part of these financial statements.
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Regional District of East Kootenay
Statement of Cash Flows

For the year ended December 31 2025 2024

Operating activities
Cash receipts from taxation and member municipality

requisitions $ 29,947,729 $ 27,565,882
Cash receipts from grants, other government transfers 7,461,075 14,648,614
Cash receipts from sale of services, fees and own sources 9,287,294 13,423,856
Cash paid to employees and suppliers (33,126,655) (40,771,793)
Interest paid (540,442) (533,681)
Interest received 1,666,590 2,451,804

14,695,591 16,784,682

Capital activities
Purchase of tangible capital assets (5,359,772) (12,048,597)
Proceeds from sale of tangible capital assets - 5,546

(5,359,772) (12,043,051)

Investing activities
Debt payments from member municipalities 3,838,738 2,779,866

Financing activities
Repayment of long-term debt (651,229) (1,039,483)
Proceeds of short-term debt 2,366,941 -
Repayment of short-term debt (485,000) (315,000)
Repayment of debt attributable to member municipalities (3,838,738) (2,779,866)

(2,608,026) (4,134,349)

Increase in cash during year 10,566,531 3,387,148

Cash, beginning of year 53,013,029 49,625,881

Cash, end of year $ 63,579,560 $ 53,013,029

The accompanying notes are an integral part of these financial statements.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies

Government
Reporting Entity The Regional District of East Kootenay ("Regional District")  was

incorporated as a regional district in 1965 under the Municipal Act
(replaced by the Local Government Act) of British Columbia. The
Regional District is composed of the member municipalities of the City of
Cranbrook, the City of Kimberley, City of Fernie, District of Elkford,
District of Sparwood, District of Invermere, Village of Canal Flats, and
Village of Radium Hot Springs, and Electoral Areas A,B,C,E,F, and G.

The Regional District provides a political framework and administrative
framework for region-wide services and sub-regional services as well as
act as the local government for electoral areas. The Board of Directors is
composed of appointees from each member municipality and a director
elected from each electoral area. Municipal directors serve until council
decides to change the appointment. Directors from electoral areas serve
for a four year term. The number of directors and the number of votes
each may cast is based upon the population of the municipality or
electoral area.

Basis of Presentation The financial statements of the Regional District are the representations
of management and are prepared in accordance with Canadian public
sector accounting standards for local government entities using
guidelines issued by the Public Sector Accounting Board ("PSAB").

Trust Funds Funds held in trust by the Regional District of East Kootenay are not
included in these financial statements. The financial activity and position
of the trust funds are reported separately.

Long-term Debt Long-term debt is recorded net of related sinking fund balances and
actuarial earnings.

Retirement Benefits The Regional District's contributions due during the period to its multi-
employer defined benefit plan are expensed as incurred. The costs of
other pensions  and  other  retirement  benefits  that  accumulate  over
the period of service provided by employees are actuarially
determined using the projected benefit method prorated on services
based on management’s  best  estimate  of  retirement  age,  inflation
rates, investment returns, wage and salary escalation, insurance and
health care costs trends, employee turnover and discount rates.
Actuarial gains  and  losses  are  amortized  on  a  straight-line  basis
over  the expected average remaining service life of the employee
group.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies (continued)

Tangible Capital
               Assets Tangible capital assets are not available to discharge existing liabilities

and are held for use in the provision of goods and services. They have
useful lives extending beyond the current year and are not intended for
sale in the ordinary course of operations.

Tangible capital assets are valued at acquisition cost less accumulated
amortization. Cost includes all costs directly attributable to acquisition
or construction of the tangible capital asset including transportation
costs, installation costs, design and engineering fees, legal fees and site
preparation costs.

Amortization is charged against tangible capital assets based on the
estimated useful life of the asset as follows:

Land not amortized
Land improvements 20-50 years
Buildings 40-80 years
Vehicles 5-25 years
Equipment 4-5 years
Water infrastructure 20-80 years
Sewer infrastructure 20-80 years

Tangible capital assets under construction, development or that have
been removed from service are not amortized until they are available to
be put into service.

Tangible capital assets are written down when conditions indicate that
they no longer contribute to the Regional District'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
statement of operations and accumulated surplus.

Contributed tangible capital assets are recorded at their fair value on the
date of contribution, except in unusual circumstances where fair value
cannot be reasonably determined, in which case they are recognized at
nominal value.

11



Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies (continued)

Asset Retirement
Obligation A liability for an asset retirement obligation is recognized when there is

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

Revenue Recognition Revenues   from   transactions   with   performance   obligations
are recognized when (at a point in time) or as (over a period of time)
the Regional District satisfies the performance obligations, which occurs
when control of the benefits associated with the promised goods or
services has passed to the payor.

The Regional District recognizes revenue from users of the water, sewer,
solid waste disposal, and rentals of Regional District property services on
a straight- line  basis  over  the  period  of  time  that  the relevant
performance obligations are satisfied by the Regional District.

The Regional District recognizes revenue from administrative services,
building permits, development permits, sales of goods and other licenses
and permits at the point in time that the Regional District has performed
the related performance obligations and control of the related benefits
has passed to the payors.

Revenue   from   transactions   without   performance   obligation
is recognized at realizable value when the Regional District has the
authority to claim or retain an inflow of economic resources received or
receivable and  there  is  a  past  transaction  or  event  that  gives  rise
to  the economic resources.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies (continued)

Revenue Recognition

                 (continued) Taxes are recorded at estimated amounts when they meet the definition
of an asset, have been authorized and the taxable event occurs. For
property taxes, the taxable event is the period for which the tax is
levied. As taxes recorded are initially based on management’s best
estimate of the taxes that will be received, it is possible that changes in
future conditions, such as reassessments due to audits, appeals and court
decisions, could result in a change in the amount of tax revenue
recognized. Tax requisitions are received on or before August 1 of each
year.

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

When the Regional District is deemed to be the transferor, the transfer
expense is recognized when the recipient is authorized and has met the
eligibility criteria.

Grants in lieu of taxes are recognized at the earlier of when received or
when money is determined to be more likely than not to be collected.

Deferred Revenue Funds received for specific purposes which are externally restricted
by legislation, regulation or agreement and are not available for
general governmental purposes  are accounted for as deferred revenue on
the statement  of  financial  position.  The  revenue  is  recognized  in
the statement  of  operations  in  the  year  in  which  it  is  used  for
the specified purpose.

Reserve Funds Reserves   represent   amounts   set   aside   for   specific   or
future expenditures. Statutory reserves require the passing of a by-law to
be established.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies (continued)

Contaminated Sites The Regional District recognizes a liability for remediation of a
contaminated site when the site is no longer in productive use or an
unexpected event resulting in contamination has occurred and the
following criteria are satisfied: contamination exceeds an environmental
standard, the Regional District is  either  directly  responsible  or  has
accepted  responsibility  for remediation, it is expected future economic
benefits will be given up and  a  reasonable  estimate  of  the  amount
can  be  made.  Future economic benefits are expected to be given up if
the Regional District has an external obligation to remediate a site or has
commenced remediation on   its   own   accord.   The   Regional District
currently   has   no   recognized contaminated site liabilities.

Financial Instruments Cash and equity instruments quoted in an active market are measured at
fair value (hierarchy level one – quoted market prices). All other financial
instruments, are measured at cost or amortized cost. The carrying
amount of each of these financial instruments is presented on the
statement of financial position.

When investment income is externally restricted, the investment income
is recognized as revenue in the period in which the resources are used for
the purpose specified.

For financial instruments measured using amortized cost, the effective
interest rate method is used to determine interest revenue or expense.

For portfolio measurements measured at cost, the cost method records
the initial investment at cost and earnings from such investments are
recognized only to the extent received or receivable. When an
investment is written down to recognize an impairment loss, the new
carrying value is deemed to be the new cost basis for subsequent
accounting purposes.

All financial assets are tested annually for impairment. When financial
assets are impaired, impairment losses are recorded in the statement of
operations.

Transaction costs are added to the carrying value for financial
instruments measured using cost or amortized cost. Transaction costs are
expensed for financial instruments measured at fair value.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies (continued)

Segments The segments and the services the Regional District provide are broken
down as follows:

General Administration and Fiscal Services comprises several services,
including Board and Communications Costs, Corporate Services,
Administration Finance, Engineering, Human Resources, Information
Systems, Electoral Area Costs, Grants and Fiscal Services. Corporate
Services involves staff and management working closely with the
Regional Board and Community partners to coordinate the delivery of a
wide range of functions and services. The Finance department is
responsible for the requisition of tax revenues from the Province and
from member municipalities and all treasury and accounting functions.
Human Resources involves the administration of full-time and part-time
employees, as well as the responsibility for labour relations, recruitment,
training and career planning, employee health and safety and Workers
Compensation regulations. Information Systems includes an all-
encompassing computer database and mapping system for properties in
the Regional District, which is used by Regional Services and Regional
District departments and other government agencies, as well as members
of the public and businesses. Fiscal Services is responsible for MFA
Financing for six electoral areas and eight member municipalities.

Protective Services includes several programs. These programs include
Electoral Area Fire Protection, 911 Services, Flood Control, and Bylaw
Enforcement (Access Guardian, Animal Control, Business Licenses,
Building Inspections, Conservation, Invasive Plant Management; Fireworks
Regulation; Mosquito Control, and Unsightly Premises Regulation). These
services are designed to provide a safe environment for the community.
They are responsible for providing these services to the Electoral areas,
as well as to the member municipalities.

Solid Waste & Recycling Services comprises several services including
Solid Waste Management Services (Recycling, Collection, Transfer
Stations, Management) and Septage Disposal. The mandate of these
programs is to coordinate the delivery of many day-to-day services
required for community living.

Health, Social, Housing and Other Services comprises several services,
including Broadband, Canada Community-Building Fund, Elk Valley
Property Tax Sharing, Elk Valley Airport, Victim Assistance and Water
Level Control.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

1. Summary of Significant Accounting Policies (continued)

Segments Development & Transportation Services is responsible for delivering
Economic Development, Planning, and Transportation services.
Economic Development provides assistance to businesses and
entrepreneurs in the Regional District and to those interested in
relocating to the region. The planning function is responsible for
developing land use policies that provide guidance to elected officials,
developers, the public and other decision makers. It puts land use plans
and policies into action and ensures proper Infrastructure and orderly
development. The program also evaluates applications and provides
recommendations to decision makers, assists the public with land use
regulations, applications and processes, and invites and responds to the
public. Transportation services include Street Light Improvements and
Transit Services.

Parks, Recreational & Cultural Service includes the Community Halls,
Cemeteries, Discretionary Grant in Aid, Eddie Mountain Memorial Arena,
Regional Parks, and Electoral Area Parks. The Parks department is
responsible for seven Regional Parks and several electoral area parks and
trails.

Sewer Services includes sewer services, as well as the sewer services
including the Baltac Sewer System, Edgewater Sewer System and
Holland Creek Sewer System, the Columbia Valley Liquid Waste and
Holland Creek Storm Sewer.

Water Services includes East Side Lake Windermere Water System,
Edgewater Water System, Elko Water System, Holland Creek water
System, Moyie Water System, Rushmere Water System, and Spur valley
Water System.

Measurement
Uncertainty The preparation of financial statements requires management to make

estimates and assumptions that affect the reported amounts in the
financial statements and the disclosure of contingent liabilities.
Significant estimates in these financial statements include the
determination of the useful lives of tangible capital assets, valuation of
the asset retirement obligation, valuation of the contaminated sites
obligation, and assessment of legal claims. For common financial
statement items, such as accounts payable and accrued liabilities,
measurement uncertainty is inherent but not assessable. These
estimates and assumptions are based on management's judgment and
the best information available at the time of preparation and may differ
significantly from actual results. Estimates are reviewed annually to
reflect new information as it becomes available.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

2. Restated Comparative Information

During the year, management determined that certain assets related to a 2018 restructuring 
transaction were not appropriately derecognized and have been administered by the 
successor municipality since that date. Consequently, tangible capital assets as at December 
31, 2024 and accumulated surplus as at January 1, 2024 and December 31, 2024 were over-
stated and the result of this correction to prior year is a reduction of $1,710,907 to these 
items.  

3. Cash and Cash Equivalents

Included in cash are Money Market Fund Investments in the total amount of $54,911,901
(2024  - $50,190,070) which $52,227,385 (2024  - $47,380,603) have been specifically set
aside with the Municipal Finance Authority for internally restricted reserves.

4. Accounts Receivable

2025 2024

Provincial government $ 5,343,143 $ 5,254,611
Federal government 623,282 546,647
Other 816,761 1,609,712

$ 6,783,186 $ 7,410,970

5. Agreements Due From Members

Agreements due from members become receivable on the same terms as payable to the
Municipal Finance Authority. The Regional District borrows funds upon its credit at large and
shall, in the event of default, constitute an indebtedness of the member municipalities for
which they are jointly and severally liable.

2025 2024

City of Cranbrook $ 8,538,799 $ 9,891,731
City of Fernie 1,841,942 1,966,095
City of Kimberley 2,969,933 4,567,622
District of Elkford 9,940,317 10,506,858
District of Invermere 9,555,214 9,971,935
District of Sparwood 3,183,250 3,374,127
Village of Canal Flats 2,653,844 2,737,145
Village of Radium Hot Springs 2,369,154 2,536,513

$ 41,052,453 $ 45,552,026
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

6. Reserve - Municipal Finance Authority

The Regional District is required to issue its long-term debt through the Municipal Finance
Authority ("MFA"). As a condition of borrowing, 1% of the gross debenture proceeds are
withheld by the MFA as a debt reserve fund and 0.06% of the gross debenture proceeds are
withheld as a debt issue expense. The debt reserve fund is invested by the MFA and interest
earned and expenses incurred are reported annually to the Regional District. If at any time
the MFA does not have sufficient funds to meet payments or sinking fund contributions due
on its obligations, the payments will be made from the debt reserve fund. Details of cash
deposits held in the debt reserve fund are as follows:

Debt Reserve Fund - Cash Deposits

2025 2024

Regional District $ 239,405 $ 417,539
Member Municipalities 780,732 1,728,780

$ 1,020,137 $ 2,146,319

The Regional District is also required to execute a demand note for each borrowing in the
amount of one-half of the average annual principal and interest due, less the amount held
back for the debt reserve fund. The demand notes payable to the MFA are only callable in
the event that a local government defaults on its loan obligation, and are therefore not
recorded in these financial statements. Details of demand notes are as follows:

Demand Notes

2025 2024

Regional District $ 390,533 $ 249,718
Member Municipalities 1,314,135 922,129

$ 1,704,668 $ 1,171,847
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

7. Deferred Revenue

2024 Collected Recognized 2025

BC Active Transportation Infrastructure
Program

264,941 - 250,000 $ 14,941

Columbia Basin Trust 54,913 83,206 54,913 83,206
Edgewater Connectivity 262,080 - 111,626 150,454
Local Government Climate Action Plan 489,777 - 180,000 309,777
Local Government Housing Initiatives 163,259 - 54,108 109,151
UBCM - CRI 2023 111,097 - 111,097 -
UBCM Disaster Risk Mitigation 75,000 - 75,000 -
UBCM Emergency and Disaster
Management Act

40,000 42,000 36,314 45,686

Wycliffe Regional Park Campground
Development

253,952 - 253,952 -

UBCM Regional Hazards, risks and
Vulnerability Analysis

- 550,000 110,694 439,306

Province of BC - Fort Steele Water - 9,000 - 9,000
IER Partner Grants - 733,261 - 733,261
ETSI BC CV Energy Project - 28,000 - 28,000
Short term rental - 199,522 58,333 141,189
Other 28,836 - 16,154 12,682

$1,743,855 $1,644,989 $(1,312,191) $ 2,076,653
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

8. Asset Retirement Obligations

The Regional District's asset retirement obligation consists of the following obligations:

a) Asbestos abatement obligation

The Regional District owns buildings that contain asbestos, which various regulations require
specific considerations upon removal and dismissal. The buildings have estimated useful
lives of 80 years from the date of completion of construction, of which various numbers of
years remain. Estimated costs of $2,523,200 (2024 - $2,523,200) have been discounted to
the present value using a discount rate of 3.98% per annum (2024 – 3.98%).

b) Landfill closure and post-closure costs

The amount recorded is based on the presently known obligations that will exist over
multiple closure dates and monitoring periods as various phases of the landfill are
completed. The closure of the landfills is expected to occur in various years with the latest
closure currently expected to be in 2064. Monitoring of the landfill will be required for
between 25 and 100 years after final closure. Estimated costs of $40,335,913 (2024 -
$41,610,084) have been discounted to the present value using a discount rate of 3.98% per
annum (2024 – 3.98%).

c) Well decommissioning obligation

The Regional District has water wells which require decommissioning at the end of their
useful lives under the Water Sustainability Act. The wells have an estimated useful life of 80
years, of which various numbers of years remain. Estimated costs of $140,000 (2024 -
$140,000) have been discounted to the present value using a discount rate of 3.98% per
annum (2024 – 3.98%).
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Regional District of East Kootenay
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December 31, 2025

8. Asset Retirement Obligations (continued)

Asbestos
remediation

Landfill closure
and monitoring

Well
decommissioning 2025

Opening balance $ 1,416,319 $ 25,698,367 $ 59,277 $ 27,173,963
Accretion expense 56,368 1,022,795 2,358 1,081,521

$ 1,472,687 $ 26,721,162 $ 61,635 $ 28,255,484

Asbestos
remediation

Landfill closure
and monitoring

Well
decommissioning 2024

Opening balance $ 1,757,727 $ 28,979,672 $ 78,658 $ 30,816,057
Retirement expenses - (26,004) - (26,004)
Change in estimate (416,463) (4,492,733) (22,740) (4,931,936)
Accretion expense 75,055 1,237,432 3,359 1,315,846

$ 1,416,319 $ 25,698,367 $ 59,277 $ 27,173,963

The asset retirement liability has been estimated using a net present value technique using
the assumptions as described above. The related asset retirement costs are being amortized
on a straight-line basis over the remaining useful lives of the assets.

In addition, the above obligations are projected to the estimated date of settlement using
inflation rates of 2.18% (2024 - 2.18%).

Significant estimates and assumptions are made in determining the asset retirement costs as
there are numerous factors that will affect the amount ultimately payable. Those
uncertainties may result in future actual expenditures that are different than the amounts
currently recorded. At each reporting date, as more information and experience are
obtained related to these asset retirement obligations, the estimates of the timing, the
undiscounted cash flows, and the discount rates may change. Adjustments to these factors
are accounted for as an adjustment to the asset retirement obligation and the related
tangible capital asset in the current period on a prospective basis.
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

9. Due from Kootenay East Regional Hospital District

The Regional District of East Kootenay is related to the Kootenay East Regional Hospital
District by way of common members on the Board of Directors.

The amount due from the Kootenay East Regional Hospital District at the year end is
$1,498,513 (2024  - $4,431,997). The amount due is under the same terms as regular trade
accounts receivable.

10. Other sale of services and fees

2025 2024

Rent $ 584,675 $ 546,902
Tipping and dumping fees 3,831,497 2,268,720
Planning and zoning fees 119,350 102,950
Other sale of services and fees 925,161 923,479
Contract services 230,187 220,358

$ 5,690,870 $ 4,062,409

11. Trust Funds

The Regional District is holding funds for various organizations. The assets and offsetting
liabilities are not reflected in the Regional District's financial statements. Trust fund
balances held for the various organizations are as follows:

2025 2024

Columbia Basin Trust $ 132,382 $ 189,395
Treaty Advisory Council 20,728 20,138

$ 153,110 $ 209,533
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

12. Debt

The Regional District issues debt instruments through the Municipal Finance Authority,
pursuant to security issuing bylaws under the authority of revised section 179 of the
Community Charter and sections 406 to 410 of the Local Government Act, to finance certain
capital expenditures. Debenture debt principal is disclosed net of sinking fund balances
managed by the Municipal Finance Authority.

2025 2024

General $ 2,283,970 $ 2,740,599
Water utilities 4,769,391 5,101,157
Sewer utilities 1,390,610 1,492,846

8,443,971 9,334,602
Member municipalities 41,052,453 45,552,026

$ 49,496,424 $ 54,886,628

The rates of interest payable on the principal amount of the debentures vary between 0.16%
and 4.52% per annum. The maturity dates range from April 2026 to September 2054, and
principal payments varying from $3,859 to $372,157.

The debenture debt and short term financing bears various interest rates set at the time of
borrowing and adjusted on the 10th anniversary if applicable; debt has varying maturity
dates. The Regional District's short term financing amount is $1,881,941 (2024 - $-) with
interest rates 2.85% and 2.91%.

Future minimum principal payments required on existing long-term debt for the next five
years and thereafter including actuarial adjustments are due as follows:

2026 $ 2,585,242
2027 2,443,645
2028 2,193,898
2029 2,140,049
2030 2,108,751
Thereafter 28,024,839
Actuarial 10,000,000

$ 49,496,424
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Regional District of East Kootenay
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December 31, 2025

13. Tangible Capital Assets

2025

Land
Land

Improvements Buildings Vehicles Equipment Water Sewer Total

Cost, beginning of year $ 7,043,203 $ 24,738,932 $ 25,694,499 $ 10,469,713 $ 7,786,454 $ 30,200,185 $ 4,430,899 $110,363,885
Additions 2,529,831 256,123 771,705 855,572 946,542 - 5,359,773
Cost, end of year 7,043,203 27,268,763 25,950,622 11,241,418 8,642,026 31,146,727 4,430,899 115,723,658

Accumulated amortization,

beginning of year - 2,991,002 10,636,457 7,252,762 5,201,250 5,637,630 1,052,635 32,771,736
Amortization - 409,222 532,745 396,785 387,664 400,007 58,183 2,184,606
Disposals
Change in ARO estimate - - - - - - - -
Accumulated amortization,

end of year - 3,400,224 11,169,202 7,649,547 5,588,914 6,037,637 1,110,818 34,956,342
Net carrying amount,

end of year $ 7,043,203 $ 23,868,539 $ 14,781,420 $ 3,591,871 $ 3,053,112 $ 25,109,090 $ 3,320,081 $ 80,767,316
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Regional District of East Kootenay
Notes to the Financial Statements

December 31, 2025

13. Tangible Capital Assets (continued)

(Restated)
2024

Land
Land

Improvements Buildings Vehicle Equipment Water Sewer Total

Cost, beginning of year $ 7,043,203 $ 17,817,750 $ 24,448,680 $ 10,474,237 $ 7,325,832 $ 29,927,598 $ 4,430,899 $ 101,468,199
Additions - 9,597,347 1,662,282 33,019 460,622 295,327 - 12,048,597
Disposals - - - (37,543) - - - (37,543)
Adjustments - (2,676,165) (416,463) - - (22,740) - (3,115,368)
Cost, end of year 7,043,203 24,738,932 25,694,499 10,469,713 7,786,454 30,200,185 4,430,899 110,363,885

Accumulated amortization,
beginning of year - 2,979,348 10,347,883 6,892,695 4,804,343 5,104,829 997,269 31,126,367

Amortization 11,654 542,267 382,628 396,907 540,462 55,366 1,929,284
Disposals - (22,561) - - - (22,561)
Write-downs (253,693) - - (7,661) - (261,354)
Accumulated amortization,

end of year - 2,991,002 10,636,457 7,252,762 5,201,250 5,637,630 1,052,635 32,771,736
Net carrying amount,

end of year $ 7,043,203 $ 21,747,930 $ 15,058,042 $ 3,216,951 $ 2,585,204 $ 24,562,555 $ 3,378,264 $ 77,592,149
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December 31, 2025

14. Credit Facility

The Regional District has a credit facility agreement with a financial institution which
provides for a total commitment of $4,750,000. At December 31, 2025, the Regional District
had drawn an amount of $Nil (2024 - $Nil) on this agreement.

15. Contingent Liabilities

(a) Legal

In the normal course of the year, the Regional District is faced with lawsuits for damages of
diverse natures. Liability for these claims and lawsuits are recorded to the extent that the
probability of a loss is likely and is estimable. At December 31, 2025, the Regional District's
estimated exposure to each such liability is either not determinable or is not considered to
be significant.

(b) Municipal insurance

The Regional District participates in the Municipal Insurance Association of British Columbia
pooled insurance plan. Under the terms of participation, the Regional District could become
liable for its proportional share of any claim losses in excess of funds held by the
Association. Any liability incurred would be accounted for as a current transaction in the
year the losses are determined.

(c) Member municipality debt

The Regional District is contingently liable for long term liabilities with respect to MFA debt
for which the responsibility for payment of principal and interest has been assumed by
member municipalities.

In the event that a member municipality defaults on scheduled repayments, the Regional
District would be required to make payment. Until such default occurs, the Regional District
has not recorded this debt as a liability.
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16. Municipal Pension Plan

The Regional District of East Kootenay and its employees contribute to the Municipal Pension
Plan (a jointly trusted pension plan). The board of trustees, representing plan members and
employers, is responsible for administering the plan, including investment of the assets and
administration of benefits. The plan is a multi-employer defined benefit pension plan. Basic
pension benefits provided are based on a formula. As at December 31, 2024, the plan has
about 273,000 active members and approximately 133,000 retired members. Active
members include approximately 47,000 contributors from local governments.

Every three years, an actuarial valuation is performed to assess the financial position of the
plan and adequacy of plan funding. The actuary determines an appropriate combined
employer and member contribution rate to fund the plan. The actuary's calculated
contribution rate is based on the entry-age normal cost method, which produces the long-
term rate of member and employer contributions sufficient to provide benefits for average
future entrants to the plan. This rate may be adjusted for the amortization of any actuarial
funding surplus and will be adjusted for the amortization of any unfunded actuarial liability.

The most recent actuarial valuation as at December 31, 2024 indicated a $2,675 million
funding surplus for basic pension benefits on a going concern basis.

The next valuation will be as at December 31, 2027.

The Regional District of East Kootenay paid $684,458 (2024  - $641,668) for employer
contributions to the Plan in fiscal 2025.

Employers participating in the plan record their pension expense as the amount of employer
contributions made during the fiscal year (defined contribution pension plan accounting).
This is because the plan records accrued liabilities and accrued assets for the plan in
aggregate, resulting in no consistent and reliable basis for allocating the obligation, assets
and cost to individual employers participating in the plan.

17.  Comparative Figures

Certain comparative figures have been reclassified to conform to the current year's
presentation.
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18. Expenses by Object

2025 2024

Accretion $ 1,081,521 $ 1,315,846
Amortization 2,184,606 1,929,284
Bank charges and short-term interest 171,908 112,575
Consulting and professional fees 2,012,532 1,491,982
Contract and other services 9,364,746 7,159,452
Debt payments attributable to member municipalities 3,838,738 2,779,866
Actuarial adjustment of municipality debt 660,834 679,493
General administration, office, and supplies 3,696,680 2,589,227
Grants and transfers to other governments 2,792,046 3,836,917
Insurance 350,157 316,096
Interest on long-term debt 368,533 421,106
Maintenance 2,966,630 3,251,708
Telephone and utilities 729,428 715,627
Travel, training, and conferences 320,203 341,872
Vehicle and trucking expense 1,678,900 1,664,902
Wages, salaries and benefits 10,989,105 10,226,005
Water and sewer connection fees 249,293 222,830

$ 43,455,860 $ 39,054,788
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19. Budget

The budget data presented in these financial statements is based upon the Budget Bylaw
adopted by the Board on March 14, 2025. The Budget Bylaw was prepared on a modified
accrual basis and requires that the cash inflows for the period must at a minimum equal the
cash outflows.

Budgeted cash inflows include transfers from prior year surplus carried forward. These
transactions are not recognized as revenues in the Regional District's statement of
operations as they do not meet the inclusion requirements under PSAB.

PSAB requires that budget amounts be presented in the financial statements on the same
basis of accounting for actual amounts. The reconciliation below shows the difference
between the operating budgets per the approved Bylaw and the budget figures reported in
these statements.

2025

Budget Surplus - statement of operations $ 7,745,887

Adjust for budgeted items not included in the statement of operations:
Principal payments on long-term debt (628,851)
Budgeted transfers from accumulated surplus 4,657,661
Debt borrowing 198,085
Budgeted capital expenditures (11,972,782)

Budget Bylaw for the year $ -
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20. Financial Instrument Risk Management

The Regional District is exposed to credit risk, liquidity risk, and interest rate risk from its 
financial instruments. This note describes the Regional District’s objectives, policies, and 
processes for managing those risks and the methods used to measure them. Further 
qualitative and quantitative information in respect of these risks is presented below and 
throughout these financial statements. There have not been any changes from the prior year 
in the Regional District's exposure to the below risks or the policies, procedures and methods 
it uses to manage and monitor the risks.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for 
the other party by failing to discharge an obligation. The Regional District is exposed to 
credit risk through its cash and portfolio investments.

The Regional District manages exposure to credit risk for portfolio investments by ensuring 
adequate diversification and by maintaining its investments in the Municipal Finance Author-
ity (MFA) which meets the investment requirements of Section 183 of the Community 
Charter of the Province of BC. As a result, the Regional District has reduced exposure to 
market or value risk.

Interest Rate Risk

Investments that are subject to interest risk are MFA pooled investment funds. The risk is 
caused by changes in interest rates. As interest rates rise, the fair value of the MFA pooled 
investment funds decrease and, as interest rates fall, the fair vale of these investments 
increase. As a result of diversification by security type, only a portion of the overall 
investment portfolio is exposed to interest rate risk.

Liquidity risk

Liquidity risk is the risk that the Regional District will not be able to meet its financial 
obligations as they fall due. The Regional District is exposed to liquidity risk through its 
accounts payable. To help manage the risk, the Regional District has in place a planning, 
budgeting and forecasting process to help determine the funds required to support the 
normal operating requirements. The Regional District's five year financial plan is approved 
by the Board of Directors, which includes operational activities and capital investments.
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General 
Administration 

and Fiscal 
Services

Protective 
Services

Solid Waste and 
Recycling 
Services

Health, Social, 
Housing & 

Other Services

Development 
and 

Transportation 
Services

Parks, 
Recreation and 

Cultural Services Sewer Services Water Services Total

Revenue
Tax requisitions 5,915,901$        7,311,964$        9,384,000$        254,800$         1,905,318$      3,377,598$        -$                  -$                     28,149,581               
Parcel taxes -                       373,381            -                       11,575            -                     26,100              518,500         868,592            1,798,148                 
Grants in lieu of taxes 797,071            38,956              17,983              329                 1,691              20,001              -                    -                       876,031                    
Provincial government grants 726,043            1,052,439         -                       71,936            81,389            523,524            -                    10,000              2,465,331                 
Local government grants and regional transfers 417,118            1,569,881         253,198            -                     146,792          705,375            -                    21,930              3,114,294                 
Water and sewer fees -                       -                       -                       -                     -                     -                       238,298         2,154,429         2,392,727                 
Other sale of services and fees 626,211            538,081            3,806,671         207,445          139,576          322,958            -                    49,927              5,690,869                 
Interest earned 1,519,805         48,459              57,492              526                 13,284            13,052              3,753             10,219              1,666,590                 
Other revenue (115,616)           81,248              47,675              -                     -                     34,723              2,255             754,444            804,729                    
Debt payments and actuarial for member    
     municipalities 4,499,572         4,499,572                 
Actuarial adjustments 261,783            -                       -                       -                     -                     -                       -                    -                       261,783                    

14,647,888        11,014,409        13,567,019        546,611          2,288,050       5,023,331         762,806         3,869,541         51,719,655               

Expenses
Accretion -                   -                   1,081,521         -                 -                 -                   -                -                   1,081,521                 
Amortization 494,725            828,147            301,407            5,841              4,583              80,110              58,755           411,038            2,184,606                 
Bank charges and short-term interest 54,836              79,820              31,815              -                 -                 1,649                -                3,788                171,908                    
Consulting and professional fees 425,584            261,723            304,864            123,595          498,953          87,831              48,647           261,335            2,012,532                 
Contract and other services 7,667                2,228,984         6,999,749         126,787          -                 1,559                -                -                   9,364,746                 
Debt payments and actuarial for member    
     municipalities 4,499,572         4,499,572                 
General administration, office, and supplies 617,345            1,561,931         722,398            5,080              503,311          94,283              24,858           167,474            3,696,680                 
Grants and transfers to other governments 839,857            380,315            143,313            15,288            130,000          1,283,273         -                -                   2,792,046                 
Insurance 25,435              148,965            50,036              6,053              12,010            53,972              8,546             45,140              350,157                    
Interest on long-term debt -                   106,617            -                   95,361            -                 -                   36,750           129,805            368,533                    
Maintenance 194,695            266,001            1,386,409         113,523          429                 443,731            298,628         263,214            2,966,630                 
Telephone and utilities 120,552            157,192            46,458              169                 51,888            188,222            29,572           135,375            729,428                    
Travel, training, and conferences 179,738            113,491            10,387              153                 1,953              8,803                22                  5,656                320,203                    
Vehicle and trucking expense 11,221              190,192            1,395,220         1,442              1,774              32,911              7,346             38,794              1,678,900                 
Wages, salaries and benefits 3,464,548         3,409,828         794,102            49,399            1,014,645       916,242            192,925         1,147,416         10,989,105               
Water and sewer connection fees -                   -                   -                   -                 13,500            -                   -                235,793            249,293                    

10,935,775        9,733,206         13,267,679        542,691          2,233,046       3,192,586         706,049         2,844,828         43,455,860               

Annual surplus 3,712,113$        1,281,203$        299,340$           3,920$            55,004$          1,830,745$        56,757$         1,024,713$        8,263,795$               
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Regional District of East Kootenay
21. Segmented Information (continued)

December 31, 2024

General 
Administration 

and Fiscal 
Services

Protective 
Services

Solid Waste and 
Recycling 
Services

Health, Social, 
Housing & 

Other Services

Development 
and 

Transportation 
Services

Parks, 
Recreation and 

Cultural Services Sewer Services Water Services Total

Revenue
Tax requisitions 4,985,000$        6,549,926$        9,375,500$        263,500$         1,844,701$      2,803,320$        -$                  -$                     25,821,947               
Parcel taxes -                       383,523            -                       11,260            -                     20,810              497,000         831,342            1,743,935                 
Grants in lieu of taxes 763,519            34,990              9,638                346                 1,199              23,463              -                    -                       833,155                    
Provincial government grants 534,704            9,237,631         327,408            47,408            63,770            10,059              -                    10,000              10,230,980               
Local government grants and regional transfers 1,170,791         664,482            145,957            5,543              35,142            548,501            -                    48,985              2,619,401                 
Water and sewer fees -                       -                       -                       -                     -                     -                       216,502         1,871,945         2,088,447                 
Other sale of services and fees 220,358            935,736            2,811,974         198,347          121,680          265,100            -                    52,467              4,605,662                 
Interest earned 2,173,203         81,016              104,724            2,233              30,852            28,492              6,761             24,523              2,451,804                 
Other revenue 2,115,015          62,382              68,062              -                     118,660          68,999              14,528           191,624            2,639,270                 
Debt payments and actuarial for member    
     municipalities 3,459,359          3,459,359                 
Actuarial adjustments 341,482            -                       -                       -                     -                     -                       -                    -                       341,482                    

15,763,431        17,949,686        12,843,263        528,637          2,216,004       3,768,744         734,791         3,030,886         56,835,442               

Expenses
Accretion -                   -                   1,315,846         -                 -                 -                   -                -                   1,315,846                 
Amortization 331,721            751,847            286,596            5,841              4,583              92,422              55,365           400,909            1,929,284                 
Bank charges and short-term interest 14,553              49,727              35,529              -                 4,945              788                   694                6,339                112,575                    
Consulting and professional fees 175,201            223,397            307,059            57,692            495,417          49,129              33,511           150,576            1,491,982                 
Contract and other services 26,120              2,208,703         4,712,596         23,424            -                 188,609            -                -                   7,159,452                 
Debt payments and actuarial for member    
     municipalities 3,459,359         3,459,359                 
General administration, office, and supplies 505,173            849,546            543,553            4,762              392,835          122,750            23,025           147,583            2,589,227                 
Grants and transfers to other governments 1,702,913         503,526            137,082            7,998              170,000          1,315,398         -                -                   3,836,917                 
Insurance 24,728              126,366            43,387              6,051              11,904            51,485              6,587             45,588              316,096                    
Interest on long-term debt -                   107,440            51,750              95,361            -                 -                   36,749           129,806            421,106                    
Maintenance 183,897            361,248            1,564,273         80,003            8,956              402,753            312,999         337,579            3,251,708                 
Telephone and utilities 116,781            172,453            37,497              25                   69,037            163,045            25,037           131,752            715,627                    
Travel, training, and conferences 183,245            116,068            11,919              840                 5,298              12,106              54                  12,342              341,872                    
Vehicle and trucking expense 9,582                198,880            1,357,750         1,417              1,563              53,030              6,278             36,402              1,664,902                 
Wages, salaries and benefits 3,089,418         3,168,556         671,483            43,090            1,025,103       987,537            175,226         1,065,592         10,226,005               
Water and sewer connection fees -                   -                   -                   -                 -                 -                   -                222,830            222,830                    

9,822,691         8,837,757         11,076,320        326,504          2,189,641       3,439,052         675,525         2,687,298         39,054,788               

Annual surplus 5,940,740$        9,111,929$        1,766,943$        202,133$         26,363$          329,692$           59,266$         343,588$           17,780,654$             
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Regional District of East Kootenay
Schedule 1 - Covid-19 Restart Grants

(Unaudited)

December 31, 2025

Safe Restart Reserve Balance, December 31, 2024 $ 179,737

Interest earned 2025 5,267

Total funds available for 2025 185,004
Eligible costs incurred:
Computer and technology cost to improve connectivity and virtual communications 4,500
General government services 55,723

Total eligible costs incurred 60,223

Balance, December 31, 2025 $ 124,781
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Regional District of East Kootenay
Schedule 2 - Growing Communities Grants

(Unaudited)

December 31, 2025

The Province of British Columbia distributed conditional GCF grants to communities at the end of
March 2023 to help local governments build community infrastructure and amenities to meet the
demands of population growth.  The GCF provided a one-time total of $1 billion in grants to all
municipalities and regional districts in British Columbia.

The Regional District of East Kootenay (RDEK) received $3,667,000. Allocations were approved by
the Board of Directors on June 8, 2023 (resolution #51105), December 8, 2023 (resolution
#51405), September 6, 2024 (resolution #51921) and February 13, 2026 (resolution #52793).

Growing Communities Reserve Balance, December 31, 2024 $ 3,743,543

Interest earned 2025 109,635

Total funds available for 2025 3,853,178
Eligible costs incurred:
Cold Spring Creek flood and debris mitigation project 500,000
Utility master plans, infrastructure, and capacity assessments 73,550

Total eligible costs incurred 573,550

Balance, December 31, 2025 $ 3,279,628
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