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Management's Responsibility

To the Mayor and Council of the District of Ucluelet:

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including
responsibility for significant accounting judgments and estimates in accordance with Canadian public sector accounting standards
and ensuring that all information in the annual report is consistent with the statements. This responsibility includes selecting
appropriate accounting principles and methods, and making decisions affecting the measurement of transactions in which objective
judgment is required.

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements, management designs and
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation
of the consolidated financial statements.

Council is composed entirely of members who are neither management nor employees of the District. Council is responsible for
overseeing management in the performance of its financial reporting responsibilities, and for approving the financial information
included in the annual report. Council fulfils these responsibilities by reviewing the financial information prepared by management
and discussing relevant matters with management and external auditors. Council is also responsible for recommending the
appointment of the District's external auditors.

MNP LLP is appointed by Council to audit the consolidated financial statements and report directly to them; their report follows. The

external auditors have full and free access to, and meet periodically and separately with, both Council and management to discuss
their audit findings.

September 8, 2026

Director of Finance

~=




Independent Auditor's Report

To the Mayor and Council of the District of Ucluelet:
Opinion

We have audited the consolidated financial statements of the District of Ucluelet (the "District"), which comprise the
consolidated statement of financial position as at December 31, 2025, and the consolidated statements of operations
and accumulated surplus, change in net financial assets 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
consolidated financial position of the District as at December 31, 2025, and the results of its consolidated operations,
changes in its consolidated net financial assets and its consolidated 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 Consolidated
Financial Statements section of our report. We are independent of the District in accordance with the ethical
requirements that are relevant to our audit of the consolidated 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 Information
Management is responsible for the other information, consisting of an annual report, which is expected to be made
available to us after the date of this auditor's report.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

When we read the annual report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance.

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

Management is responsible for the preparation and fair presentation of the 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 consolidated financial statements, management is responsible for assessing the 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 District or to cease operations, or has no
realistic alternative but to do so.

MNP LLP
400 MNP Place, 345 Wallace Street, Nanaimo B.C., VOR 5B6 T: 250.753.8251 F:250.754.3999

QPRAXITY MNP.ca

Empowering Business Globally



Those charged with governance are responsible for overseeing the District’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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
consolidated 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:

o Identify and assess the risks of material misstatement of the consolidated 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.

o 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 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 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 consolidated 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 District to cease to continue as a
going concern.

) Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

) Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the District as a basis for forming an
opinion on the consolidated financial statements. We are responsible for the direction, supervision and
review of the audit work performed for the purposes 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 internal control that we
identify during our audit.

Nanaimo, British Columbia MA/P LLP

September 8, 2026 Chartered Professional Accountants

MNP



District of Ucluelet

Consolidated Statement of Financial Position
As at December 31, 2025

2025 2024

Financial assets
Cash and cash equivalents 3,697,467 2,623,493
Investments (Note 3) 13,128,270 12,545,280
Accounts receivable (Note 4) 2,478,595 3,544,804
Investment in Government Business Partnership (Note 5) 1,528,646 1,563,852

20,832,978 20,277,429

Liabilities
Accounts payable and accrued liabilities (Note 6) 1,582,295 1,351,714
Refundable deposits (Note 7) 485,091 486,893
Deferred revenue (Note 8) 2,176,774 1,920,512
Prepaid property taxes and utilities 98,520 95,352
Asset retirement obligations (Note 9) 160,620 -
Development cost charges (Note 10) 1,402,078 1,328,983
Debt (Note 11) 1,331,461 1,442,533
7,236,839 6,625,987
Net financial assets 13,596,139 13,651,442

Commitments and contingencies (Note 22)

Non-financial assets

Tangible capital assets (Note 12) (Schedule 1) 53,877,426 49,425,036
Inventory of supplies 20,944 20,944
Prepaid expenses 110,652 116,715
Total non-financial assets 54,009,022 49,562,695
Accumulated surplus (Note 13) 67,605,161 63,214,137

Approved on behalf of the Council

-

Director of\Fluaﬁce

The accompanying notes are an integral part of these consolidated financial statements
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District of Ucluelet

Consolidated Statement of Operations and Accumulated Surplus
For the year ended December 31, 2025

2025 2025 2024

Budget (Note

23)

Revenue

Taxation, net (Note 19) 6,530,040 6,427,618 5,876,836
Grant revenue 6,851,708 5,109,752 5,401,404
Sale of services 2,662,041 2,304,414 2,444 528
Investment income 468,944 625,742 641,930
Other revenue from own sources 448,230 389,178 473,000
Loss from Investment in Government Business Partnership (Note 5) - (35,206) (16,878)

16,960,963 14,821,498 14,820,820

Expenses
General Government 2,025,812 2,057,149 1,829,789
Protective Services 912,361 938,590 865,821
Transportation Services 1,289,067 1,916,597 1,563,802
Planning and Environmental Services 120,002 738,114 595,807
Recreation and Cultural Services 3,670,562 3,194,421 2,495,242
Water Utility 1,130,993 883,080 876,665
Sewer Utility 941,604 702,523 713,155
10,090,401 10,430,474 8,940,281
Annual surplus 6,870,562 4,391,024 5,880,539
Accumulated surplus, beginning of year 63,214,137 63,214,137 57,333,598
Accumulated surplus, end of year 70,084,699 67,605,161 63,214,137

The accompanying notes are an integral part of these consolidated financial statements
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District of Ucluelet

Consolidated Statement of Change in Net Financial Assets
For the year ended December 31, 2025

2025 2025 2024
Budget (Note
23)

Annual surplus 6,870,562 4,391,024 5,880,539
Acquisition of tangible capital assets (17,084,053) (6,004,981) (8,315,922)
Increase in asset retirement obligations - (153,117) -
Amortization of tangible capital assets 1,491,750 1,573,900 1,379,250
Proceeds from disposal of tangible capital assets - 10,000 9,000
Write-down of tangible capital assets - 121,408 165
Loss (gain) on disposal of tangible capital assets - 400 (9,000)
Change in prepaid expenses - 6,063 36,778

Decrease in net financial assets (8,721,741) (55,303) (1,019,190)

Net financial assets, beginning of year 13,651,442 13,651,442 14,670,632

Net financial assets, end of year 4,929,701 13,596,139 13,651,442

The accompanying notes are an integral part of these consolidated financial statements
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District of Ucluelet

Consolidated Statement of Cash Flows
For the year ended December 31, 2025

2025 2024

Operating activities
Annual surplus
Non-cash items
Amortization
Accretion
Loss (gain) on disposal of tangible capital assets

Loss from Investment in Government Business Partnership

Actuarial adjustment on debt
Loss on write-down of tangible capital assets

4,391,024 5,880,539

1,573,900 1,379,250
7,503 -
400 (9,000)
35,206 16,878
(33,338) (29,729)
121,408 165

Changes in working capital accounts
Accounts receivable

6,096,103 7,238,103

1,066,209  (2,011,702)

Accounts payable and accrued liabilities 230,581 339,255
Refundable deposits (1,802) 60,018
Deferred revenue 256,262 427,382
Prepaid expenses 6,063 36,776
Development cost charges 73,095 301,385
Prepaid property taxes and utilities 3,168 (53,864)

Financing activities
Debt repayments

7,729,679 6,337,353

(77,734) (416,448)

Capital activities
Purchases of tangible capital assets
Proceeds from disposal of tangible capital assets

(6,004,981)  (8,315,922)
10,000 9,000

(5,994,981)  (8,306,922)

Investing activities

Increase in investments (582,990) (509,888)
Dividend received from Government Business Partnership - 50,000
(582,990) (459,888)

Increase (decrease) in cash resources

Cash resources, beginning of year

1,073,974  (2,845,905)

2,623,493 5,469,398

Cash resources, end of year

3,697,467 2,623,493

The accompanying notes are an integral part of these consolidated financial statements
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

General

The District of Ucluelet (the "District") is a municipality in the Province of British Columbia and operates under the provisions
of the Local Government Act and Community Charter of British Columbia. The District's principal activities include the
provision of government services to residents of the incorporated area.

Significant accounting policies

These consolidated financial statements of the District are prepared by management in accordance with Canadian public
sector accounting standards, as recommended by the Public Sector Accounting Board (PSAB) of the Chartered
Professional Accountants of Canada. Significant accounting policies adopted by the District are as follows:

Reporting entity consolidated

The consolidated financial statements reflect the financial activities of the reporting entity. This entity is comprised of the
municipal operations plus all organizations that are owned or controlled by the District and are, therefore, accountable to
Council for the administration of their financial affairs and resources. The consolidated financial statements exclude trust
assets that are administered for the benefit of external parties.

All inter-entity balances have been eliminated on consolidation; however, transactions between segments have not been
eliminated in order to present the results of operations for each specific segment.

Business partnerships, owned or controlled by the District's Council but not dependent on the District for their continuing
operations, are included in the financial statements using the modified equity method. Under the modified equity method,
the equity method of accounting is modified only to the extent that the business partnership accounting principles are not
adjusted to conform to those of the District. Thus, the District's investment in these entities is recorded at acquisition cost
and is increased for the proportionate share of post acquisition earnings and decreased by post acquisition losses and
distributions received. Entities accounted for by the modified equity basis include:

Barkley Community Forest Limited Partnership (50% ownership)
Ucluelet Economic Development Corporation (wholly owned - inactive)

Revenue recognition
Government transfers

The District recognizes grants as revenue when the transfer is authorized and all eligibility criteria, if any, have been met. A
grant with stipulations giving rise to an obligation that meets the definition of a liability is recognized as a liability. In such
circumstances, the District recognizes revenue as the liability is settled. Transfers of non-depreciable assets are recognized
in revenue when received or receivable.

Tax revenue

The District recognizes taxes as assets and revenue when they meet the definition of an asset; are authorized by a
legislature, council, or legislative convention; and the taxable event has occurred.

Tax revenue is initially measured at management’s best estimate of the amount resulting from the original taxable event in
accordance with tax legislation. The related tax receivable is initially recognized at its realizable value at the date of
acquisition. At each financial statement date, the District evaluates the tax receivable for collectability and records a
valuation allowance to reflect the tax receivable at its net recoverable amount, if necessary.

Other revenue

The District recognizes revenue from sources of revenue deemed to be non-exchange transactions such as some sales of
service, investment income, and other revenue from own sources.

These non-exchange transactions have no performance obligations and are recognized at their realizable value when the
District has the authority to claim or retain economic inflows based on a past transaction or event giving rise to an asset.

Revenue from transactions with performance obligations is recognized when the District satisfies the performance obligation
by providing the promised goods or services to a payor. The performance obligation is evaluated as being satisfied either
over a period of time or at a point in time.




District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies (Continued from previous page)

Employee future benefits

The District and its employees make contributions to the Municipal Pension Plan. These contributions are expensed as
incurred.

Sick leave and other benefits are available to District employees. The cost of these benefits are estimated based on
accumulated sick leave and best estimates of future usage and expected future salary and wage increases. The obligations
under these benefit plans are accrued based on projected benefits as the employees render services necessary to earn the
future benefits.

Financial instruments

The District recognizes its financial instruments when the District becomes a party to the contractual provisions of the
financial instrument. All financial instruments are initially recorded at their fair value.

At initial recognition, the District may irrevocably elect to subsequently measure any financial instrument at fair value. The
District has not made such an election during the year.

The District subsequently measures investments in equity instruments quoted in an active market and all derivative
instruments, except those that are linked to, and must be settled by delivery of, unquoted equity instruments of another
entity, at fair value. Fair value is determined by published price quotations. Transactions to purchase or sell these items are
recorded on the trade date. Net gains and losses arising from changes in fair value are recognized in the statement of
remeasurement gains and losses. Interest income is recognized in the statement of operations. Investments in equity
instruments not quoted in an active market and derivatives that are linked to, and must be settled by delivery of, unquoted
equity instruments of another entity, are subsequently measured at cost. With the exception of those instruments
designated at fair value, all other financial assets and liabilities are subsequently measured at amortized cost using the
effective interest rate method.

Transaction costs directly attributable to the origination, acquisition, issuance or assumption of financial instruments
subsequently measured at fair value are immediately recognized in annual surplus. Conversely, transaction costs are added
to the carrying amount for those financial instruments subsequently measured at cost or amortized cost.

All financial assets except derivatives are tested annually for impairment. Management considers whether the investee has
experienced continued losses for a period of years, recent collection experience for the loan, such as a default or
delinquency in interest or principal payments, etc. in determining whether objective evidence of impairment exists. Any
impairment, which is not considered temporary, is recorded in the statement of operations. Write-downs of financial assets
measured at cost and/or amortized cost to reflect losses in value are not reversed for subsequent increases in value.
Reversals of any net remeasurements of financial assets measured at fair value are reported in the statement of
remeasurement gains and losses.

A Statement of Remeasurement Gains and Losses has not been included in these consolidated financial statements as the
District does not have any balances giving rise to unrealized gains or losses.

Inventory of supplies
Inventory of supplies held for consumption are recorded at the lower of cost and replacement cost.
Tangible capital assets

Tangible capital assets are recorded at cost which includes amounts that are directly attributable to the acquisition,
construction, development, or betterment of the asset.

The District does not capitalize interest costs associated with the acquisition or construction of a tangible capital asset.
Contributed tangible assets are recorded at their fair value at the date of contribution.

When conditions indicate that a tangible capital asset no longer contributes to the District’s ability to provide goods and
services, or that the value of future economic benefits associated with a tangible capital asset is less than its net book

value, the District reduces the cost of the asset to reflect the decline in its value. Write-downs of tangible capital assets are
not reversed.




District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies (Continued from previous page)

Tangible capital assets (Continued from previous page)
Amortization

The cost, less residual value, of the tangible capital assets, excluding land and work in progress, are amortized on a
straight-line basis over their estimated useful lives as follows:

Rate
Buildings 10 - 60 years
Vehicles and equipment 5- 25 years
Other structures 15 - 50 years
Roads 20 - 60 years
Drainage structures 30 - 50 years
Water structures 10 - 50 years
Sewer structures 10 - 50 years

Natural resources and works of art and cultural and historical assets
Works of art and cultural and historic assets are not recorded as assets in these consolidated financial statements.
Liability for contaminated site

A liability for remediation of a contaminated site is recognized at the best estimate of the amount required to remediate the
contaminated site when contamination exceeding an environmental standard exists, the District is either directly responsible
or accepts responsibility, it is expected that future economic benefits will be given up, and a reasonable estimate of the
amount is determinable. 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 December 31, 2025.

At each financial reporting date, the District reviews the carrying amount of the liability. Any revisions required to the amount
previously recognized is accounted for in the period revisions are made. The District continues to recognize the liability until
it is settled or otherwise extinguished. Disbursements made to settle the liability are deducted from the reported liability
when they are made.

Measurement uncertainty

The preparation of consolidated 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 consolidated financial statements, and the reported amounts
of revenue and expenses during the reporting period.

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful accounts
is provided where considered necessary. Amortization is based on the estimated useful lives of tangible capital assets.
Contributed tangible capital assets are estimated based on the best available fair value information on the date of
contribution. Provision for sick pay is based on the best information available at the time.

A liability for asset retirement obligations reflects management’s best estimate of the amount required to retire the related
tangible capital asset (or component thereof). The best estimate of the liability is based upon assumptions and estimates
related to the amount and timing of costs for future asset retirement.

Changes to the underlying assumptions and estimates or legislative changes in the near term could have a material impact
on the provision recognized.

By their nature, these judgments are subject to measurement uncertainty, and the effect on the consolidated financial
statements of changes in such estimates and assumptions in future years could be material. These estimates and
assumptions are reviewed periodically and, as adjustments become necessary, they are reported in annual surplus in the
years in which they become known.




District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies (Continued from previous page)
Asset retirement obligation

A liability for an asset retirement obligation is recognized at the best estimate of the amount required to retire a tangible
capital asset (or a component thereof) at the financial statement date when there is a legal obligation for the District to incur
retirement costs in relation to a tangible capital asset (or component thereof), the past transaction or event giving rise to the
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 estimate of the liability includes all costs directly attributable to asset retirement activities, based on
information available at December 31, 2025. The best estimate 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 occur over extended future periods.

When a liability for an asset retirement obligation is initially recognized, a corresponding asset retirement cost is capitalized
to the carrying amount of the related tangible capital asset (or component thereof). The asset retirement cost is amortized
over the useful life of the related asset.

At each financial reporting date, the District reviews the carrying amount of the liability. The District recognizes period-to-
period changes to the liability due to 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 District continues to recognize the liability until it is settled or otherwise extinguished. Disbursements made to settle the
liability are deducted from the reported liability when they are made.

Investments

Investments include funds invested in guaranteed investment certificates and money market funds with CIBC Wood Gundy
and the Municipal Finance Authority of B.C. The investments are carried at market value, which is equal to the carrying
value.

Accounts receivable

2025 2024
Property taxes 459,752 375,931
User fees and other 485,399 521,337
Due from other governments 1,533,444 2,647,536

2,478,595 3,544,804




District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Investment in Government Business Partnership

The Barkley Community Forest Limited Partnership is a limited partnership owned by the District and Toquaht Nation as
limited partners and Barkley Community Forest Corporation as the general partner. The objective and purpose of the
partnership is to hold one or more Community Forest Agreements and to carry on such business and activities as may be
desirable and permitted under the Community Forest Agreements.

The following table provides condensed supplementary financial information for the limited partnership at December 31,
2025:

2025 2024
Statement of Financial Position
Assets 3,424,418 3,457,869
Liabilities 367,125 330,165
Partners' Equity 3,057,293 3,127,704

3,424,418 3,457,869

Operations
Revenue 122,427 149,103
Expenses (192,838) (182,858)
Net income (loss) (70,411) (33,755)

The District's share of loss from the government business partnership was $35,206 (2024 - $16,878). During 2025, the
District received $nil (2024 - $50,000) in dividends from the government business partnership, which was recorded as a
reduction in its investment. No other transactions occurred between the two entities.

Accounts payable and accrued liabilities

2025 2024
Trade accounts payable 1,185,490 973,307
Salaries and wages payable 262,290 213,125
Employee future benefits 113,362 113,362
Due to other governments 11,779 42,546
Accrued interest 9,374 9,374

1,582,295 1,351,714

Refundable deposits

2025 2024

Damage deposits 222,135 228,819

Developer performance deposits 224,531 258,074
Cash in lieu 38,425 -

485,091 486,893




District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Deferred revenue

Opening Revenue Ending

balance Interest Receipts recognized balance
Resort Municipality 1,075,541 50,900 518,744 248,534 1,396,651
Grants 802,499 - 827,289 909,473 720,315
Other 42,472 - 88,572 71,236 59,808
1,920,512 50,900 1,434,605 1,229,243 2,176,774

Asset retirement obligations

The District has buildings containing asbestos and wells and is legally required to remove the asbestos when it becomes
necessary to repair or replace the buildings and to remediate the wells when they are decommissioned. The District
recognized a liability for the asset retirement obligation and a corresponding amount has been capitalized as an asset
retirement cost and added to the carrying value of buildings and water structures. The asset retirement cost is amortized on
a straight-line basis over the useful life of the buildings and water structure assets.

Estimated costs totaling $322,515 have been discounted using a present value calculation with a discount rate of 4.90%.
The timing of these expenditures is estimated to occur between 2027 and 2056 with regular replacement, renovation, or
disposal of assets. No recoveries are expected at this time.

2025 2024
Liabilities incurred 153,117 -
Accretion 7,503 -
Balance, end of year 160,620 -

Development cost charges

Development cost charges represent funds received from developers and deposited into a separate fund for capital
expenditures. The District records these funds as a liability upon receipt which is then recognized as revenue when the
related costs are incurred.

Opening Revenue Ending

balance Interest Receipts recognized balance
Roads 352,103 14,907 5,178 - 372,188
Storm water 99,846 4,207 - - 104,053
Sewer 328,238 13,865 2,535 - 344,638
Water 406,413 17,198 5,340 - 428,951
Parks 142,383 6,052 3,813 - 152,248
1,328,983 56,229 16,866 - 1,402,078
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

1.

12.

Debt

The District obtains debenture debt through the Municipal Finance Authority (MFA), pursuant to security issuing bylaws
under the authority of the Local Government Act, to finance capital expenditures.

2025 2024

Repayments

Original  and actuarial

Interest rate amount earnings
MFA issue 1074 2.90 1,948,000 79,663 1,083,563 1,163,226
MFA issue 1195 2.65 475,000 31,409 247,898 279,307
- 2,423,000 111,072 1,331,461 1,442,533

As a condition of borrowing through MFA, a portion of the debenture proceeds is retained by the MFA as a debt reserve
fund. As at December 31, 2025, the cash balance of the District's debt reserve fund was $33,338 (2024 - $33,573).

The loan agreements with the Alberni-Clayoquot Regional District and the MFA provide that, if at any time the scheduled
payments provided for in the agreements are not sufficient to meet the MFA's obligations in respect to such borrowings, the
resulting deficiency becomes a liability of the District.

Principal payments on the debt for the next five years are as follows:

2026 77,734
2027 77,734
2028 77,734
2029 77,734
2030 77,734

Interest paid during the year was $41,936 (2024 - $41,936).

Tangible capital assets

For detailed information see Schedule 1.
(a) Contributed tangible capital assets
Contributed tangible capital assets of nil (2024 - nil) were recognized during the year.
(b) Tangible capital assets disclosed at nominal values
Where an estimate of fair value could not be made, the tangible capital asset has been recognized at a nominal value.
(c) Write-down of tangible capital assets
Write-down of $121,408 of tangible capital assets during the year (2024 - $165)
(d) Work in progress

During the year there were net transfers from work in progress of $nil (2024 - $357,557).

Amortization of work in progress commences in the year the asset is put into service.
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Accumulated surplus

Accumulated surplus consists of individual fund surplus and reserve funds as follows:

2025 2024
Investment in tangible capital assets 52,385,345 47,982,503
Reserves (Note 14) 9,549,479 9,054,626
Unrestricted surplus 5,670,337 6,177,008

67,605,161 63,214,137

Reserves

2025 2024
Parkland Acquisition Reserve Fund 375,070 359,938
Parking Spaces and Alternative Transportation Infrastructure Reserve Fund 31,295 22,194
Land Sale Reserve Fund 72,697 69,764
Affordable Housing Reserve Fund 1,286,148 1,416,658
Barkley Community Forest Reserve Fund 2,223,314 3,573,089
Barkely Community Forest Legacy Reserve Fund 1,500,000 -
Recreation Infrastructure and Facilities Reserve Fund 1,201,916 1,153,422
Equipment Reserve Fund 14,997 14,391
Fire Facilities, Vehicle and Equipment Reserve Fund 40,490 38,856
Financial Stabilization Reserve Account 2 1
Financial Stabilization Reserve Account - COVID-19 Safe Restart Fund (Note 16) 36,317 34,852
Financial Stabilization Reserve Account - Growing Communities Fund (Note 17) 757,053 726,508
Financial Stabilization Reserve Account - Housing Capacity Fund (Note 18) 2,702 100,576
Canada Community-Building Fund Reserve Account (Note 15) 954,072 606,964
Small Craft Harbour Reserve Account 745,227 641,668
Sewer Capital Reserve Account 78,584 75,413
Water Capital Reserve Account 229,595 220,332

9,549,479 9,054,626

Canada Community-Building Fund Reserve Account

The Canada Community-Building Fund Reserve Account (Gas tax) is provided by the Government of Canada. The use of
the funding is established by a funding agreement between the District and the Union of British Columbia Municipalities.
This funding may be used toward designated public transit, community energy, water, wastewater, solid waste, and capacity
building projects, as specified in the funding agreement.

2025 2024

Opening balance 606,964 1,577,357
Add: funding received during the year 314,969 -

Add: interest 32,139 69,607

Less: amount spent on projects - (1,040,000)

954,072 606,964
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

16.

17.

COVID-19 Safe Restart Fund

The COVID-19 Safe Restart Grant for Local Governments was provided to local governments to assist with the increased
operating costs and revenue shortfalls as a result of the COVID-19 pandemic. The COVID-19 Safe Restart Grant may be
used towards specific eligible costs for funding operations such as addressing revenue shortfalls, facility reopening and
operating costs, emergency planning and response costs, bylaw enforcement and protective services, computer and other
technological costs, and services for vulnerable persons.

The District of Ucluelet received $764,000 COVID-19 Safe Restart funding in 2020 and reports the balance in a reserve
fund until it is used to fund eligible costs.

2025 2024

Opening balance 34,852 130,505
Add: interest 1,465 5,978
Less: amount spent on outdoor equipment and storage - (101,631)
36,317 34,852

Growing Communities Fund

The Province of British Columbia distributed conditional Growing Communities Fund (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 161 municipalities and 27 regional districts
in British Columbia.

The District received $1,489,000 of GCF funding in March 2023.

2025 2024

Opening balance 726,508 1,339,307
Add: interest 30,545 31,501
Less: amount spent on projects - (644,300)
757,053 726,508
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Housing Capacity Fund

The Government of British Columbia has provided $51 million in grant-based funding to help facilitate implementation and
support local governments to meet new legislative requirements of Bill 44 Housing Statutes (Residential Development)
Amendment Act and Bill 47 Housing Statutes (Transit-Oriented Areas) Amendment Act, and to adopt new authorities under
Bill 46 Housing Statutes (Development Financing) Amendment Act and Bill 16 Housing Statutes Amendment Act.

The District received $160,031 of housing capacity funding in 2024.

2025 2024
Opening balance 100,576 -
Funding received during the year - 160,031
Add: interest 2,126 -
Less: amount spent on projects (100,000) (59,455)
2,702 100,576
Taxation

Taxation revenue, reported on the consolidated statement of operations, is comprised of the following:

2025 2024
Municipal purposes
General 6,044,950 5,495,114
Utility 47,155 46,304
Parcel taxes 244,365 245,190
Grants in lieu of taxes 91,148 90,228

6,427,618 5,876,836

Taxes levied for other authorities

School authorities 2,280,269 2,266,192
RCMP 287,482 291,324
Regional Hospital 197,081 205,510
Regional District 819,430 772,923
BC Assessment Authority 57,838 57,477
Vancouver Island Regional Library 206,670 209,291
Municipal Finance Authority 309 319

3,849,079 3,803,036

Total taxes collected 10,276,697 9,679,872
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

20.

21.

22,

Trust funds

Trust funds administered by the District have not been included in the consolidated statement financial position nor have
their operations been included in the consolidated statement of operations. The District holds trust funds under British
Columbia law for the purpose of maintaining a public cemetery.

2025 2024
Opening balance 3,784 3,710
Interest earned 192 74
Additions 6,000 -
9,976 3,784

Pension plan

The District and its employees contribute to the Municipal Pension Plan (a jointly trusteed plan). The board of trustees,
representing plan members and employers, is responsible for administering the plan, including investment of assets and
administration of benefits. The plan is a multi-employer defined benefit pension plan. Basic pension benefits are based on a
formula. As at December 31, 2024, the plan had approximately 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 the 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 for the Municipal Pension Plan as at December 31, 2024, indicated a $2.675 billion
funding surplus for basic pension benefits on a going concern basis.

The District paid $253,935 (2024 - $266,798) for employer contributions to the plan in fiscal 2025.
The next valuation will be as at December 31, 2027, with results available in 2028.

Employers participating in the plan record their pension expense as the amount of the employer contributions 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
the individual employers participating in the plan.

Commitments and contingencies

Debt incurred by the District is issued by the Alberni Clayoquot Regional District (ACRD), under provisions of the Local
Government Act, is a direct, joint and several liability of the ACRD and each member municipality with the ACRD, including
the District.

In the normal course of a year, claims for damages are made against the District. The District records an accrual in respect
to legal claims that are likely to be successful and for which a liability amount is reasonably determinable. The District is
self-insured for general liability claims through membership in the Municipal Insurance Association of British Columbia.
Under this program, member municipalities are to share jointly for general liability claims against any member in excess of
$5,000. Should the Association pay out claims in excess of premiums received, it is possible that the District, along with
other participants, would be required to contribute toward the deficit.

The District has entered into contracts for tangible capital asset projects. Under the terms of these contracts, the District is
committed to costs of $7,421,057 (2024 - $2,590,000) for the Water Treatment Plant.
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

23.

Budget

The budget presented in these consolidated financial statements includes both operating and capital budgets. The District
of Ucluelet budget was approved by Council on March 10, 2025, with the adoption of the Five-Year Financial Plan (2025-
2029) Bylaw No. 1370, 2025. The table below reconciles the approved budget to the budget figures reported in these
financial statements.

Consolidated budgeted surplus, per District of Ucluelet Bylaw 1370, 2025 -

Add

Acquisition of capital assets 17,084,053
Debt repayment 73,540
Less

Transfers from reserves 6,273,002
Proceeds from debt 4,014,029
Consolidated budgeted surplus, per Consolidated Statement of Operations 6,870,562
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

24,

Segments

The District is a diversified municipal organization that provides a wide range of services to its citizens. District services are
provided by departments and their activities are reported separately. Certain functions that have been separately disclosed
in the segmented information, along with the services they provide, are as follows:

General government services

The general government operations provide the functions of corporate administration and legislative services and any other
functions categorized as non-departmental.

Protective services

Protective services are comprised of three different functions, including the District’'s emergency management agency;, fire,
and regulatory services. The emergency management agency prepares the District to be more prepared and can respond
to, recover from, and be aware of, the devastating effects of a disaster or major catastrophic event that will impact the
community. The fire department is responsible for providing critical, life-saving services in preventing or minimizing the loss
of life and property from fire and natural or man-made emergencies. The mandate of the regulatory services function is to
promote, facilitate and enforce general compliance with the provisions of bylaws that pertain to the health, safety and
welfare of the community and provide a full range of planning services related to zoning, development permits, variance
permits, and current regulatory issues.

Transportation services

Transportation services are responsible for a wide variety of transportation functions such as roads and streets. As well,
services are provided around infrastructure, transportation planning, pedestrian and cycling issues, harbour facilities, and
on-street parking regulations, including street signs and painting.

Planning and environmental services

Planning works to achieve the District’s community planning goals through the official community plan, and other policy
initiatives. Environmental services were established to assist the Emergency, Planning, Public Works, and Recreation
Departments with programs associated with the maintenance or improvement of the natural ecosystem.

Recreation and cultural services

Parks is responsible for the maintenance and development of all park facilities. Cultural services facilitate the provision of
recreation and wellness programs and services.

Water and Sewer utilities

The water and sewer utilities operate and distribute the water and sewer networks. They are responsible for the construction
and maintenance of the water and sewer distribution systems, including mains and pump stations.

The accounting policies used in these segments are consistent with those followed in the preparation of the consolidated
financial statements as disclosed in Note 2.
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District of Ucluelet

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

25.

26.

Financial Instruments

The District, as part of its operations, carries a number of financial instruments. It is management's opinion that the District
is not exposed to significant interest, currency or credit risks arising from these financial instruments except as otherwise
disclosed.

Credit Risk

Credit risk is the risk of financial loss because a counterparty to a financial instrument fails to discharge its contractual
obligations.

The District manages its credit risk by performing regular credit assessments of its customers and provides allowances for
potentially uncollectible accounts receivable.

Comparative figures

Certain comparative figures have been reclassified to conform with current year's presentation.
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District of Ucluelet

Schedule 1 - Consolidated Schedule of Tangible Capital Assets
For the year ended December 31, 2025

Vehicles and Other
Land Buildings equipment structures Subtotal

Cost

Balance, beginning of year 14,718,568 11,353,267 4,414,331 5,767,870 36,254,036

Acquisition of tangible capital assets - 123,838 787,901 - 911,739

Disposal of tangible capital assets - - (260,000) - (260,000)

Write down of tangible capital assets - - - - -

Balance, end of year 14,718,568 11,477,105 4,942,232 5,767,870 36,905,775
Accumulated amortization

Balance, beginning of year - 3,993,823 2,699,686 2,906,190 9,599,699

Annual amortization - 268,562 196,096 211,124 675,782

Accumulated amortization on disposals - - (249,600) - (249,600)

Balance, end of year - 4,262,385 2,646,182 3,117,314 10,025,881
Net book value of tangible capital assets 14,718,568 7,214,720 2,296,050 2,650,556 26,879,894

Net book value of tangible capital assets 14,718,568 7,359,444 1,714,645 2,861,680 26,654,337
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District of Ucluelet

Schedule 1 - Consolidated Schedule of Tangible Capital Assets
For the year ended December 31, 2025

Drainage Water
Subtotal Roads structures structures Subtotal

Cost

Balance, beginning of year 36,254,036 15,479,495 1,936,660 6,710,742 60,380,933

Acquisition of tangible capital assets 911,739 37,066 - 29,279 978,084

Disposal of tangible capital assets (260,000) - - - (260,000)

Write down of tangible capital assets - - - - -

Balance, end of year 36,905,775 15,516,561 1,936,660 6,740,021 61,099,017
Accumulated amortization

Balance, beginning of year 9,599,699 5,087,361 914,678 3,937,117 19,538,855

Annual amortization 675,782 367,848 43,922 214,432 1,301,984

Accumulated amortization on disposals (249,600) - - - (249,600)

Balance, end of year 10,025,881 5,455,209 958,600 4,151,549 20,591,239
Net book value of tangible capital assets 26,879,894 10,061,352 978,060 2,588,472 40,507,778

Net book value of tangible capital assets 26,654,337 10,392,134 1,021,982 2,773,625 40,842,078
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District of Ucluelet

Schedule 1 - Consolidated Schedule of Tangible Capital Assets
For the year ended December 31, 2025

Sewer Work in
Subtotal structures progress 2025 2024

Cost

Balance, beginning of year 60,380,933 12,229,735 2,534,082 75,144,750 66,840,369

Acquisition of tangible capital assets 978,084 - 5,180,014 6,158,098 8,315,922

Disposal of tangible capital assets (260,000) - - (260,000) (11,376)

Write down of tangible capital assets - - (121,408) (121,408) (165)

Balance, end of year 61,099,017 12,229,735 7,592,688 80,921,440 75,144,750
Accumulated amortization

Balance, beginning of year 19,538,855 6,180,859 - 25,719,714 24,351,840

Annual amortization 1,301,984 271,916 - 1,573,900 1,379,250

Accumulated amortization on disposals (249,600) - - (249,600) (11,376)

Balance, end of year 20,591,239 6,452,775 - 27,044,014 25,719,714
Net book value of tangible capital assets 40,507,778 5,776,960 7,592,688 53,877,426 49,425,036

Net book value of tangible capital assets 40,842,078 6,048,876 2,534,082 49,425,036
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Schedule 2

District of Ucluelet
Consolidated Schedule of Segment Disclosure
Year ended December 31, 2025

General Planning and
Government Protective Transportation Environmental Recreation and
Services Services Services Services Cultural Services Water Utility Sewer Utility 2025 Actual
Revenue
Taxation, net $ 6,183,253 § - $ - $ - $ - $ 118,480 §$ 125,885 $ 6,427,618
Sale of services 14,819 - 479,477 66,439 479,633 771,964 492,082 2,304,414
Grant revenue 1,652,608 85,861 7,000 325,000 248,534 2,790,749 - 5,109,752
Investment income 625,742 - - - - - - 625,742
Loss from Investment in Government Business Partnership (35,206) - - - - - - (35,206)
Other revenue from own sources 77,978 34,050 - 262,877 - 1,073 13,200 389,178
8,519,194 119,911 486,477 654,316 728,167 3,682,266 631,167 14,821,498
Expenses
Salaries and wages $ 1,113,322 § 500,240 $ 466,271 $ - $ 1,720,420 § 258,677 $ 180,864 $ 4,239,794
Contracted services 214,413 33,110 478,606 659,874 231,004 59,340 118,932 1,795,279
Materials and supplies 98,253 210,652 223,547 10,429 469,685 122,167 76,653 1,211,386
Interest and other 382,353 134,636 56,601 7,777 231,640 161,543 3,589 978,139
Audit and legal 188,367 - - 60,034 - - - 248,401
Telephone and utilities 60,441 59,952 83,706 - 55,918 65,486 50,569 376,072
Amortization - - 607,866 - 479,686 214,432 271,916 1,573,900
Accretion - - - - 6,068 1,435 - 7,503
2,057,149 938,590 1,916,597 738,114 3,194,421 883,080 702,523 10,430,474
Annual surplus (deficit) $ 6,462,045 $ (818,679) $ (1,430,120) $ (83,798) $ (2,466,254) $ 2,799,186 $ (71,356) $ 4,391,024
General Planning and
Government Protective Transportation Environmental Recreation and
Services Services Services Services Cultural Services Water Utility Sewer Utility 2024 Actual
Revenue
Taxation, net $ 5,631,646 $ - $ - $ - $ - $ 118,880 $ 126,310 $ 5,876,836
Sale of services 12,372 - 500,550 77,970 507,238 797,850 548,548 2,444,528
Grant revenue 4,863,229 58,813 103,223 - 313,708 62,431 - 5,401,404
Investment income 641,930 - - - - - - 641,930
Loss from Investment in Government Business Partnership (16,878) - - - - - - - 16,878
Other revenue from own sources 110,197 29,457 - 331,809 - 1,637 - 473,000
11,242,496 88,270 603,773 409,779 820,946 980,698 674,858 14,820,820
Expenses
Salaries and wages $ 1,133,820 $ 480,404 $ 383,714 $ 432,072 $ 1,156,673 $ 211,989 §$ 163,143 $ 3,961,815
Contracted services 71,001 53,105 385,034 95,786 230,227 214,557 149,292 1,199,002
Materials and supplies 41,381 137,367 224,899 10,131 371,800 56,427 45,679 887,684
Interest and other 357,949 158,793 47,524 38,575 244722 115,228 9,843 972,634
Audit and legal 159,360 - - 19,243 - - - 178,603
Telephone and utilities 66,278 36,152 88,278 - 55,662 60,179 54,744 361,293
Amortization - - 434,353 - 436,158 218,285 290,454 1,379,250
1,829,789 865,821 1,563,802 595,807 2,495,242 876,665 713,155 8,940,281
Annual surplus (deficit) $ 9,412,707 $ (777,551) $ (960,029) $ (186,028) $ (1,674,296) $ 104,033 $ (38,297) $ 5,880,539
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