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GAVILLER & COMPANY vLLp

CHARTERED ACCOUNTANTS

AUDITORS' REPORT

To the Board of Directors, Members of Council,
Inhabitants and Ratepayers of
The Corporation of the Town of Collingwood:

We have audited the balance sheetld Corporation of the Town of Collingwood, Public Utilities Service
Board as atDecember 31, 20(, and the statements of revenue, expenditures waptls, and cash flows for
the year then ended. These financial statementthareesponsibility of the service board's managen@ur
responsibility is to express an opinion on theseritial statements based on our audit.

We conducted our audit in accordance with Canadarerally accepted auditing standards. Those stamda
require that we plan and perform an audit to obteasonable assurance whether the financial stateraee
free of material misstatement. An audit includearixing, on a test basis, evidence supporting theuats
and disclosures in the financial statements. Antaslo includes assessing the accounting pringipsed and
significant estimates made by management, as welaluating the overall financial statement presém.

In our opinion, these financial statements presainty, in all material respects, the financial fgms of the
Public Utilities Service Boa as atDecember 31, 20( and the results of its operations and its cashdlfor
the year then ended in accordance with Canadiagrgiynaccepted accounting principles.

Gaviller & Company L2P
Licensed Public Accountants
Collingwood, Ontario

March 5, 200
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THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

BALANCE SHEET
AS AT DECEMBER 31

2007 200¢
$ $
Assets
Current
Cash 1,003,64. 385,86!
Accounts receivable (Not® 1,192,98 1,746,27
Unbilled revenue 375,54¢ 342,90:
Inventories 82,157 75,61(
Prepaid expenses 71,59« 17,58:
Property held for sale (Notk) 131,72! 126,97
2,857,65; 2,695,20:
Capital (Noted)
Land and buildings 6,085,77! 6,085,77!
Plant and equipment 10,494,93 10,494,93
Transmission and distribution systems 11,105,45 10,601,53
27,686,15 27,182,24
Less accumulated depreciation (11,298,29¢ (10,204,897
16,387,86 16,977,35
Other (net of accumulated depreciation) 160,88t 202,14
Construction in progress (Noig) 577,06: 279,00!
17,125,80 17,458,50
Other
Deferred charges, net $212,32! accumulated
amortization $197,02(in 200¢) 110,45¢ 90,45:
20,093,91 20,244,16

Approved on behalf of the board of directors:

Director

Director

See accompanying notes to the financial statel
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THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

BALANCE SHEET
AS AT DECEMBER 31

2007 200¢
$ $
Liabilities
Current
Demand loan (Noté) 1,553,51! 1,643,27!
Accounts payable and accruals (N8}e 1,208,16. 1,183,33
Current portion of long-term 665,00( 628,00
3,426,67! 3,454,611
Other
Employee future benefits (No& 134,35:¢ 158,08t
Long-term
Debenture debt, due to Town of Collingwood (N@fe 3,552,00! 4,217,001
Discount on debenture debt (27,074 (32,738
3,524,926 4,184,26:.
Total liabilities 7,085,95! 7,796,96.
Surplus
Reserve fund (Not2) 1,660,94! 1,553,06!
Contributed 865,74( 796,27
Earned surplus 10,481,27. 10,097,86
Total surplus 13,007,96 12,447,19
20,093,91 20,244,16

See accompanying notes to the financial statel
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THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

REVENUE, EXPENDITURES AND SURPLUS STATEMENT

FOR THE YEAR ENDED DECEMBER 31

2007 200¢
$ $

Revenue
Sale of water 4,461,13 4,095,10!
Hydrant rental 104,62! 97,30(
Interest 91,11¢ 80,78’

Other
Water meters 31,14( 33,74t
Operations management fee 286,83! 224,69:
Lease revenue (No®) 267,00( 251,00
Miscellaneous 43,827 21,83
5,285,67 4,804,46.

Expenditures

Supply of water 2,620,95; 2,375,94.
Administration and general (No8 612,56« 585,50t
Customer billing and collection 267,16( 258,25
Depreciation and amortization 1,114,22 954,32
Interest 405,50: 447 ,96¢
5,020,40 4,622,00:
Income from continuing operatic 265,27( 182,45¢
Income from discontinued operations (NG 84,65 89,28:
Excess of revenue over expenditures for the year 349,92} 271,74.
Earned surpluseginning of year 10,097,86 9,792,63.
Amortization of contributed surplus 33,48% 33,48%
Earned surplus, end of year 10,481,27. 10,097,86

See accompanying notes to the financial statel
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THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

STATEMENT OF CASH FLOW
FOR THE YEAR ENDED DECEMBER 31

2007 200¢
$ $
Cash flows from (for):
Operating activities
Excess of revenue over expenditures for the year 349,92! 271,74.
Items not requiring cash
Depreciation 1,161,671 994,50(
Amortization of deferred charges and
discount on debenture 20,96¢ 50,15¢
Interest allocation to reserve fund 54,32: 39,09
1,586,88! 1,355,49.
Changes in
Accounts receivable 553,29( (1,297,383
Unbilled revenue (32,644 (40,055
Inventories (6,547 (3,844
Prepaid expenses (54,013 33,76¢
Property held for sale (4,752 (15,641
Accounts payable and accruals 24,82t 642,46t
Employee future benefits (23,732 31,44t
2,043,311 706,24
Investing activities
Net addition of capital assets (726,021 (1,098,427
Additions to deferred charges (35,312 (21,279
(761,333 (1,119,706
Financing activities
Payment of debenture debt (628,000 (592,000
Development charges 53,56: 466,42(
Payment to Zenon Environmental Inc. - (359,330
Bank loan (89,764 (356,722
(664,202 (841,632
Change in cash 617,77t (1,255,08¢
Cash position, beginning of year 385,86! 1,640,95.
Cash position, end of year 1,003,64. 385,86!

See accompanying notes to the financial statel
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THE CORPORATION OF THE TOWN OF COLLINGWOOD

PUBLIC UTILITIES SERVICE BOARD

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

1. Significant accounting policies

The preparation of financial statements in accordawith generally accepted accounting principles
requires management to make estimates and assustiat affect the reported amount of assets and
liabilities and disclosure of contingent assets haioilities at the date of the financial statenseahd the
reported amount of revenues and expenses duringefiarting period. These estimates are reviewed
periodically, and, as adjustments become neces®y,are reported in earnings in the period incihi
they became known.

The following is a summary of certain significardcaunting policies followed in the preparation bét
financial statements:

(@)

(b)

(©)

(d)

(€)

(f)

Revenue recognition

Water revenues are recognized when the water i ggghe consumer and collection is reasonably
assured. Unbilled revenue is an estimate of watesumed by customers to the end of year but riot ye
billed by the service board.

Capital assets

Capital assets are recorded at cost. Deprecigitaken on cost in excess of amounts debentured or
amounts recovered from ratepayers and is calculeted the following rates and methods:

Buildings 2.5% - 5% Declining balance andigtitline
Plant and equipment 2.5%-6.67%  Declining balancesairaight-line
Transmission and distribution systems 2.5% - 20% libiag balance and straight-line
Other 5% - 10% Declining balance and straight-line
Inventories

Inventories are valued at cost using the movingageebasis.
Deferred charges

Deferred charges are amortized on a straight-limgisbover three and five years. As the charges
become fully depreciated they are removed fromateunts.

Debenture interest

Debenture interest payments are expensed in thhedyea Discount on debenture debt is amortized on
a straight-line basis over the term of the debentur

Contributed surplus

Contributed surplus is amortized to earned surplusghe same basis as the contributed assets are
depreciated.
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THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

2. Reserve fund

Reserve fund consists of:

2007 200¢
$ $
Balance, beginning of year 1,553,06! 1,047,55.
Lot levies, development charges and subdividerrdmritons 507,97 592,94
Interest revenue 54,32 39,09¢
Expenditures (454,411 (126,528
Balance, end of year 1,660,94 1,553,06!
3. Related party transactions
COLLUS Power Corp., COLLUS Solutions Corp. and $leevice board are under the common control of
the council of the Town of Collingwood. The tracsans are recorded at the exchange amount.
Related party transactions include the followingpants:
2007 200¢
$ $
Amounts receivable from COLLUS Power Corp 446,31 842,04(
Amounts receivable from the Town of Collingwood 72,06¢ 464,54.
Amounts payable to COLLUS Solutions Corp. 47,49¢ 208,85

Commitments to purchase administrative servicas fro

COLLUS Solutions Corp. included in administratiorda

general expenditures: 1,030,42 1,051,91
The service board is leasing the operations cetdre

COLLUS Power Corp. The following amount was

recognized in income: 150,00( 143,00(
The service board is leasing computer equipment to

COLLUS Solutions Corp. The following amount was

recognized in income: 117,00( 108,00
Management services provided to the Town of

Collingwood at no charge. The services were worth

approximately: 30,00( 25,00(

4. Capital assets

A watermain extension project was started in 198 @mpleted during 1999. A major portion of tlostc

of the asset is expected to be recovered from dginffees. These fees are receivable on the date of
customer connection to a completed line. The edédhcurrent recoverable amount$B41,29: (200€ -
$1,067,64). Interest costs 0f656,99¢ (200¢ - $47,99¢) were capitalized during the year. Frontage fdes
$126,341 (200¢ - $122,36() were credited to the project in the year.

\‘



THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

5. Demand loan

Demand loan consists of the following:

2007 200¢
$ $
4.55% demand loan payable to CIBC. Due Decemb2.20 1,553,51! 1,643,27!

Monthly blended principal and interest payments&2@,998.
Because the loan is "demand", it is reported @agri@nt liability.

Principal due within each of the next five yebased on negotiated repayment terms is as follows:

200¢ $ 283,14
200¢ 296,29
201C 310,06
2011 324,46
201z 339,54
6. Debenture debt
Principal and interest (at 5.75 to 6.65%) paymentshe outstanding debenture debt in the nextyears
are as follows:
Principal Interest Total
$ $ $
200¢ 665,00( 256,90 921,90
200¢ 705,00( 217,08 922,08
201C 746,00( 174,68« 920,68:-
2011 790,00 128,93 918,93
201z 636,00 80,29¢ 716,29¢
7. Financial instruments

The service board's financial instruments condistash, accounts receivable, unbilled revenue, atso
payable, demand loan and long-term liabilities.islthanagement's opinion that the service boartbis
exposed to significant interest, currency or cregits arising from these financial instrumentsir Walue
does not differ significantly from recorded value.

(o]



THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

8. Employee future benefits

The employees of service board participate in th#af Municipal Employees Retirement System
("OMERS"). Although the plan has a defined retiesinbenefit for employees, the related obligatibn o
the corporation cannot be identified. The OMER&nphas several unrelated participating municigliti
and costs are not specifically attributed to eaahigipant. Amounts paid to OMERS during the year
totaled $53,770 (2006 - $49,886).

In addition, the service board pays certain besedit behalf of its retired employees. The corponat
recognizes these post-retirement costs in the goeniovhich the employees rendered the servicese Th
accrued benefit obligation at December 31, 2006168,086 and the net periodic benefit cost for 2083
determined by actuarial valuations using discoaés of 5.0%. Actuarial valuations will be prepmhre
every third year or when there are significant ¢fesnto the workforce.

Information about the service board's employee fitgplan is as follows:

2007 200¢
$ $

Accrued benefit obligation
Balance at the beginning of period 158,08t 126,63t
Current service cost for the period 3,57 34,23:
Interest cost for the period 10,02°¢ 10,23:
Actuarial loss 40,40: 43,17«
Prior period cost 7,70¢ 9,251
Benefits paid for the period (18,530 (17,331
Projected accrued benefit obligation at end ofqukas

determined by actuarial valuation 201,26¢ 206,19¢
Unamortized actuarial loss (60,747 (40,401
Unamortized prior service cost (6,167 (7,709
Balance at end of period 134,35 158,08t
Components of net periodic benefit cost
Current service cost for the period 3,571 34,23
Interest cost for the period 10,02t 10,23:
Amortization of actuarial losses / (gains) 6,62¢ 2,77:
Amortization of prior service cost 1,54z 1,542
Net periodic benefit cost 21,77( 48,77¢

(o]



THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

8. Employee future benefits (continued)
The main actuarial assumptions employed for theatains are as follows:
(a) General inflation
Future general inflation levels, as measured byhgés in the Consumer Price Index ("CPI"), were
assumed at 2.1% in 2007 and thereafter.
(b) Interest (discount) rate
The obligation as at December 31, 2007, of thegmtegalue of future liabilities was determined gsin
a discount rate of 5.0%. This corresponds to #sei@med CPI rate plus an assumed real rate of return
of 2.9%.
(c) Salary levels
Future general salary and wage levels were asstoriadrease at 3.3% per annum.
(d) Medical costs
Medical costs were assumed to increase at 9.09907 Zraded down 1.0% a year until 2011 after
which the rate is assumed to increase 5.0% annually
(e) Dental costs
Dental costs were assumed to increase at 5.0%0in &0d thereafter.
9. Supplemental cash flow information

Cash payments and receipts were as follows:

2007 200¢
$ $
Interest paid 405,50: 447,96
Interest received 91,11¢ 80,78"

10. Tax status

The service board is exempt from income taxes.
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THE CORPORATION OF THE TOWN OF COLLINGWOOD
PUBLIC UTILITIES SERVICE BOARD

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

11. Full cost recovery study

Under the Sustainable Water and Sewage Systemniicthe Safe Drinking Water Act, municipalities are
required to prepare plans to repair and replacie teter system, the service board is in the preads
finalizing this study. It is estimated that thevsee board will need to expend approximately $28,000
over the next 10 years to respond to the legisiatidhis plan also includes methods for fundings¢éhe
expenditures including rates and borrowings.

12. Discontinued operations

In November 2007 management committed in respoosesdulations under the Ontario Energy Board
Affiliate Relationship Code to sell its water heatental business. Property held for sale inclugdater
heater rental capital valued at its carrying cddb accounts receivable was included in property far
sale as it was not feasible to determine.

The net effect on income is noted below. It wasfeasible to determine overhead costs relatedaaviater
heater rental business.

2007 200¢
$ $

Revenue 208,45t 210,86(
Direct expenses

Water heater maintenance 93,92( 92,54¢

Water heater depreciation 29,88 29,03(

123,80: 121,57

Income from discontinued operations 84,65! 89,28:

13. Subsequent events

On January 15, 2008, the water heater rental bssiwas sold for approximately $864,000. The nekboo
value of the related assets at the time of thewas$131,725. The estimated accounting gain lentcde
reported is approximately $732,000.

14.Construction in progress

Construction in progress consists of costs reldtedhe expansion of the operations centre building.
Management estimates that the total cost will agprate $950,000 and will be financed from operagtion
The project will be completed in 2008.
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