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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

1. SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Yellowknife (the "City") are the representations of management prepared in
accordance with Canadian public sector accounting standards as prescribed by the Public Sector Accounting Board
("PSAB"). Significant aspects of the accounting policies adopted by the City are as follows:

a) Reporting Entity

The financial statements reflect the financial assets, liabilities, non-financial assets, accumulated surplus, revenues
and expenses and changes in financial position of the City. It is comprised of the departments that are controlled by
the City and are, therefore, accountable to Mayor and Council for the administration of their financial affairs and
resources. There are no external organizations that currently meet the criteria of forming part of the reporting entity.
The financial statements include the operations of the General Fund, the Land Development Fund, the Solid Waste
Management Fund, the Water and Sewer Fund, the Capital Fund, and the Service Connection Failure Assistance Fund
("SCFA"), reserves and equity in tangible capital assets.

b) Basis of Accounting

The financial statements are prepared using the accrual basis of accounting. The accrual basis of accounting records
revenue in the period it is earned and measurable. Expenses are recognized in the period they are incurred and
measurable based upon receipt of goods or services and/or legal obligation to pay.

c) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on deposit and money market funds with maturity terms of three months
or less at acquisition.

d) Designated Assets

The City has designated assets that are distinct from restricted assets. Unlike restricted assets, the City can readily
change the by-law or resolution and use the designated assets for another purpose if the need arises. Designated
assets are made up of reserves that have been established at the discretion of Council to set aside funds for future
operating and capital expenses.

e) Land Held for Resale

Land held for resale is recorded at the lower of cost and the net recoverable amount. The net recoverable amount is
the amount the City estimates it will collect from the sale of the land inventory. Inventory includes costs of
acquisition, lot servicing and infrastructure.

Valuation of land is subject to significant measurement uncertainty because sales of large parcels of land are subject
to Council's approval of proposed developments.

f) Deferred Revenue

Deferred revenue consists of government transfers for which the events giving rise to the transfer have not yet
occurred and capital contributions from third parties to be used for specified capital projects. The deferred revenue
will be recognized in the financial statements as revenue in the period in which the related expenses or capital
expenditures are incurred or related services are performed.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

g) Liability for Contaminated Sites

Contaminated sites are a result of contamination being introduced into air, soil, water or sediment of a chemical,
organic or radioactive material or live organism that exceeds an environmental standard. The City recognizes a
liability for remediation of contaminated sites when the following criteria have been met:

i) an environmental standard exists;
ii) contamination exceeds the environmental standard;
iii) the City is directly responsible or accepts responsibility;
iv) it is expected that the future economic benefits will be given up; and
v) a  reasonable estimate of the amount can be made.

The best estimate of the liability includes all costs directly attributable to remediation activities and is reduced by
expected net recoveries based on information available. At each financial reporting date, management reviews the
carrying amounts of the liability. Any revision required to the amount previously recognized is accounted for in the
period revisions are made. As of December 31, 2022, the City has determined that no liability exists.

h) Non-Financial Assets

Non-financial assets are not available to discharge existing liabilities and are held for use in the provision of services.
They have useful lives extending beyond the current year and are not intended for sale in the ordinary course of
operations. The change in non-financial assets during the year, together with the excess of revenues over expenses,
provides the change in net financial assets for the year.

i) Tangible Capital Assets

Tangible capital assets are recorded at cost less accumulated amortization. Costs include all amounts that are directly
attributable to acquisition, construction, development or betterment of assets. Tangible capital assets received as
contributions are recorded at their fair value at the date of receipt when fair value can be reasonably estimated.
Amortization is recorded on a straight-line basis over the expected useful life of each asset and commences on the
first day of the fiscal year subsequent to acquisition or betterment and ceases on the last day of the fiscal year prior
to disposal. Work in progress (assets under construction) are not amortized until the asset is available to begin
delivery of its intended service value. Estimated useful life of tangible capital assets is as follows:

Useful Life

Land Not amortized

Buildings 40-50 years

Roads & sidewalks infrastructure 20 years

Water & sewer infrastructure 10-40 years

Other infrastructure 8-40 years

Vehicles 10-21 years

Equipment 4-30 years

Work in progress Not amortized
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

j) Inventories

Inventories held for consumption are recorded at the lower of cost or replacement cost.

k) Government Transfers

Government transfers are recognized as revenues in the period 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, in which case transfers are recognized as deferred revenue. Transfer revenue is recognized in the Statement
of Operations as the stipulation liabilities are settled.

l) Land Sales

Land sales are recognized as of the earlier of the transfer of title or transfer of possession under an agreement to sell.

m) School Taxes

School taxes are levied by the City on behalf of the School Boards and are not reported as revenue. The school mill
rate set by Council is the rate necessary to meet the requisitions of the School Boards. School Board requisitions are
paid quarterly and the fourth payment is paid subsequent to the City's year end. All school taxes, net of uncollectible
accounts, are paid or payable to the School Boards.

n) Property Taxes

Property taxes are a function of assessed values and mill rates. The assessed values are determined through
application of Territorial legislation and the mill rates are set by Council. The revenue is recognized in the period the
taxes are levied.

o) Revenue Recognition

User fees and sale of goods are recognized as revenue when the services or goods are provided and there is
reasonable assurance of collections. Investment income is recorded as revenue in the period earned. All other
revenues are recognized in the year that the events giving rise to the revenues occur and the revenues earned.

p) Local Improvement Charges

When a service or improvement is deemed to benefit a specific area more than the municipality as a whole, the City
may levy a local improvement charge on the impacted properties. The local improvement charge is recognized as a
revenue in the year the project is substantially complete.

q) Minor Capital Expenses

Minor capital expenses represent the total of minor capital purchases that do not meet the City's criteria for
classification as tangible capital assets but are funded through the capital budget. They are recognized as expenses in
the period in which they are acquired and are reported at cost.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

r) Accrued Employee Benefit

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

Compensated absences, long service bonuses and termination benefits also accrue to the City's employees. The
liabilities related to these employee benefits are actuarially determined based on service and best estimates of
retirement ages and expected future salary and wage increases. The liabilities under these benefit plans are accrued
based on projected benefits prorated as employees render services necessary to earn the future benefits. Actuarial
gains and losses on the accrued benefit obligation arise from differences between actual and expected experience
and from changes in the actuarial assumptions used to determine the accrued benefit obligation. The accumulated
actuarial gains and losses are amortized over the average remaining service period of the active employees.

s) Measurement Uncertainty

The preparation of the financial statements in conformity with Canadian public sector accounting standards requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the amounts of revenues
and expenses during the period. Significant items subject to estimates include the provision for landfill closure and
post closure costs, accrued employee benefits, allowances for doubtful accounts, provisions for contingencies and
the determination of useful lives of tangible capital assets. These estimates are reviewed periodically and
adjustments are reported in earnings in the year in which they become known.

Actual results could differ from these estimates as additional information becomes available in the future.

t) Budget

Budget figures are unaudited and are those approved by Council on December 13, 2021.

u) Segment Disclosure

The Schedule of Segment Disclosure has been prepared in accordance with PSA Handbook Section PS 2700 –
Segment Disclosures. The segments selected are to enable users to better understand the government reporting
entity and the major revenue and expense activities of the City. For each reported segment, revenues and expenses
represent amounts directly attributable to each segment.

The segments have been selected based on a presentation similar to that adopted for the City’s financial planning
and budgeting processes. Segments include:

General Government:

Includes the revenues and expenses pertaining to Mayor and Council, administration, policy, corporate
services, communications, economic development and strategy, human resources, office of the City Clerk,
financial services, budgeting and financial reporting, property tax assessment, purchasing and risk
management, information technology, Council meetings, asset management, participation in community
events, conferences, memberships and public relations.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

u) Segment Disclosure (CONTINUED) 

Community Services:

Includes the revenues and expenses pertaining to recreation programs, City facilities, the library and
community grants.

Planning and Development:

Includes the revenues and expenses pertaining to permitting (development, building and mechanical), building
and structural inspections, land use planning, development and zoning, and land sales.

Public Safety:

Includes the revenues and expenses pertaining to emergency services (fire, ambulance and dispatch),
enforcement (municipal enforcement) and emergency preparedness.

Public Works and Engineering: 

Includes the revenues and expenses pertaining to the maintenance and repair of the City’s roadways and
sidewalks, and the provision of a vehicle service to all City departments. Also included are expenses pertaining
to project management of capital programs such as the roads and sidewalks program, the water and sewer
program, the land development program, and the major and minor capital works for other City departments.

Solid Waste Facility:

Includes the revenues and expenses pertaining to garbage and waste collection.

Water and Sewer:

Includes the revenues and expenses pertaining to the provision of piped and trucked water and sewer services.

2. FUTURE ACCOUNTING CHANGES

a) Financial Instruments, Section PS 3450 and related amendments to Financial Statement Presentation, Section
PS 1201

This standard will establish how to account for and report all types of financial instruments, including derivatives.
Financial instruments include primary instruments and derivative financial instruments. Governments should adopt
Section PS 3450 in the same fiscal year Section PS 2601, Foreign Currency Translation, is adopted.

This Section is effective for fiscal periods beginning on or after April 1, 2022. The impact of the transition to these
accounting standards is being reviewed by management.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

13. LANDFILL CLOSURE AND POST-CLOSURE LIABILITY (CONTINUED) 

The change in the landfill closure and post-closure liability is included in the Solid Waste Facility expenses on the
Statement of Financial Operations. The change in liability for 2022 is a recovery of $10,880 (2021 - recovery of $3,345).

Estimates of future landfill closure costs are subject to significant measurement uncertainty. Northwest Territories
landfill closure standards have not been established by regulators.

The main components of the landfill closure plan are final capping using selected specific layers of earthen and synthetic
materials based on engineered cap design, installation of groundwater monitoring wells and gas vents, and
implementation of a drainage management plan. The post-closure care requirements will involve cap maintenance,
groundwater and gas monitoring, and inspections.

The costs to maintain a closed solid waste landfill site are based on estimated future expenses in current dollars by
applying a discount rate at the City's average long-term borrowing rate of 3.69% (2021 - 1.87%) and an inflation rate of
2.8% (2021 - 1.9%). 

a) Old Landfill Site

Total closure and post-closure costs are estimated to be $12.7 million (2021 - $18 million) of which $2.5 million has
been recognized (2021 - $11.9 million). Of the total costs, $11.8 million is for site closure acitivities and $0.9 million is
for post-closure care activities. The City has recognized $2.3 million (2021 - $9.8 million) for site closure activities and
$0.2 million  (2021 - $2.1 million) for post-closure care activities. In 2022, the estimated capacity was increased from
275,000 cubic metres to 546,085 cubic metres, of which 61% remains. The estimated capacity increase also increased
the remaining life of the landfill by 15 years to 2040 and monitoring will be required indefinitely.

b) New Landfill - Cell A and Cell B

Total closure and post-closure costs are estimated to be $5.5 million (2021 - $7.3 million) of which $2.8 million has
been recognized (2021 - $4.3 million). Of the total costs, $2.6 million is for site closure activities and $2.9 million is for
post-closure care activities. The City has recognized $1.3 million (2021 - $2.7 million) for site closure costs and $1.4
million (2021 - $1.6 million) for post-closure care costs. In 2022, the estimated landfill capacity increased from
305,613 cubic metres to 370,807 cubic metres, of which only 182,409 cubic metres (49%) remains. The remaining
estimated life of the landfill is 6 years and monitoring will be required indefinitely. 

Future events may result in significant changes to the total estimated expenses, capacity used or total capacity and
would be recognized prospectively as a change in estimate.

14. HOMELESSNESS PROJECT

The City, by agreement with the Government of Canada, is the Community Entity that administers funding from the
Government of Canada's Reaching Home: Canada's Homeless Strategy on behalf of the Yellowknife Community Advisory
Board on Homelessness (CAB). The revenues and expenses are not reflected in the City's budget or audited financial
statements. A separate schedule of revenues and expenses is prepared and submitted to the Government of Canada.

Any funds received or unexpended at year end are not recognized in the financial statements. The unexpended funds
received as of December 31, 2022 are $0.

The agreement is effective until March 31, 2024.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2022 (in thousands of dollars)

21. CONTRACTUAL RIGHTS

The City has entered into one-time agreements with higher orders of government that will result in transfers of funds to
the City. Each agreement has stipulations that must be met before the transfer can be recognized as revenue.

The total capital transfers expected to be received from these agreements is $42,972 and includes the following:

 New Building Canada Fund - Aquatic Centre (2023) $ 3,393

 ICIP - Increasing Waste Diversion (2023-2027) $ 1,413

 ICIP - Lagoon Expansion & Sludge Removal (2023-2027) $ 4,881

 ICIP - Paving (2023-2027) $ 4,746

 ICIP - New Landfill Cell Development (2023-2027) $ 3,554

 DMAF - Submarine Line (2023-2028) $ 24,985

The City receives an operating transfer for power distribution franchise fees based on a percentage of gross revenue of
the franchisee until December 31, 2025. 

22. MEASUREMENT UNCERTAINTY

a) Liability for Contaminated Sites

A contaminated site is an unproductive site at which substances occur in concentrations that exceed the maximum
acceptable amounts under an environmental standard. A liability for remediation of contaminated sites is recognized
when the City is directly responsible or accepts responsibility, it is expected that future economic benefits will be
given up and a reasonable estimate for the amount can be made.

b) Provision for Landfill Closure

Estimates of landfill closure and post closure costs are subject to significant measurement uncertainty. The current
provision includes a material estimate for contingency costs, capacity and capacity used. The City plans to have a
third party review of the landfill closure and post closure costs completed every three years. The last review was
completed in June 2023.

23. SUBSEQUENT EVENT

On August 16, 2023, the City was evacuated due to forest wildfires. The total costs associated with evacuation of
residents, forest fire fighting prevention, development of fire prevention barriers, support to residents during the
evacuation, costs associated with re-entry to the City, clean-up of the fire prevention measures, professional and
administrative costs for administering cost recovery are currently undetermined. Consequently, the City has opted not
to transfer any funds from the General Fund to the Capital Fund as prescribed by the City’s Budget Policy at year end. As
at 31 December 2022, the General Fund balance remained at $14.9  million.
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