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Policy Statement: 

 
The ARO policy requires municipalities to recognize and record the costs associated with the 

eventual retirement of tangible capital assets, including those with environmental obligations. 

These costs include the legal obligations of decommissioning, dismantling, monitoring the 

assets after their use has ended. 

 

Definitions: 

 
“ARO” “Asset Retirement Obligations” means the legal obligation associated with the 

retirement of tangible, long-lived assets. 

 

Purpose/Standard: 

 
To recognize and record the assets properly for the use of the financial records. This will help 

the Town of Stavely ensure that calculations and documentations are being accurately 

accounted for.  

Some of the potential assets effected may be as listed: 

1. Landfills or Waste Disposal Sites 

Landfills incur ARO costs primarily for capping closed sites to prevent leachate and gas 

emissions. Additionally, municipalities must budget for ongoing monitoring and maintenance, 

including groundwater testing, as well as potential remediation costs if contamination occurs. 

2. Water Treatment Facilities (if these have a definite lifespan) 
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Water treatment facilities face ARO costs during decommissioning, which include the 

dismantling and removal of outdated equipment and the safe disposal of hazardous chemicals, 

ensuring compliance with environmental regulations. 

3. Sewage Systems and Lagoons (if these have a definite lifespan) 

Sewage systems and lagoons incur ARO costs associated with the demolition of aging 

infrastructure and potential environmental cleanup, necessitating soil and groundwater 

remediation if contamination has occurred. 

4. Public Works Buildings and Storage Facilities 

Public works buildings entail ARO costs for the safe removal and disposal of hazardous 

materials during decommissioning, along with site restoration costs to return the area to a safe 

condition. 

5. Roads and Bridges that May Require Decommissioning 

Decommissioning roads and bridges incur ARO costs related to dismantling structures and 

restoring the surrounding area, ensuring safety and compliance with regulations. 

6. Older Buildings Containing Hazardous Materials like Asbestos 

Older buildings with hazardous materials, such as asbestos, require ARO costs for the safe 

removal and disposal of these substances, along with environmental cleanup costs if 

contamination is found, ensuring compliance with health and safety standards 

 

Guidelines: 

 
The Town of Stavely will need to prepare a list of assets that may fall under this category. This is 

a mandatory requirement under Alberta's municipal regulations. The process involves: 

1. Identifying all assets subject to legal obligations for retirement. 

1.1. There is a legal obligation to incur retirement cots in relation to a tangible capital 

asset; 

1.2. The past transaction or event giving rise to the liability has occurred; 

1.3. It is expected that future economic benefits will be given up; and 

2. Estimating the associated retirement costs by hiring an external engineer consultant 

retirement. 

2.1. A reasonable estimate of the amount can be made. 

3. Provide documentation collected to Auditors to record these obligations in the financial 

statements as per CPA Canada Public Sector Accounting Standard PS 3280. 


