MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

Management of the CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY WATER SUPPLY
SYSTEM is responsible for the preparation, accuracy, objectivity and integrity of the accompanying financial
statements and all other information contained within the Financial Report. Management believes that the
financial statements present fairly the Township's financial position as at December 31, 2021 and the results of
its operations for the year then ended.

The financial statements have been prepared in compliance with legislation, and in accordance with Canadian
public sector accounting standards (PSAS).

The financial statements include certain amounts based on estimates and judgments. Such amounts have
been determined on a reasonable basis in order to ensure that the financial statements are presented fairly in
all material respects.

In fulfiling its responsibilities and recognizing the limits inherent in all systems, management has designed and
maintains a system of internal controls to produce reliable information and to meet reporting requirements on a
timely basis. The system is designed to provide management with reasonable assurance that transactions are
properly authorized and assets are properly accounted for and safeguarded.

These systems are monitored and evaluated by management and reliable financial information is available for
preparation of the financial statements.

The Township's Council carries out its responsibilities for review of the financial statements principally through
its regular meetings. The Township's Council meets regularly with management and external auditors to
discuss the results of audit examinations and financial reporting matters.

The external auditors have full access to the Township's Council with and without the presence of
management. The Township's Council has approved the financial stalements.

The financial statements have been audited by Welch LLP, Chartered Professional Accountants, independent
external auditors appointed by the Township. The accompanying Independent Auditor's Report outlines their
responsibilities, the scope of their examination and their opinion Township's financial statements.

ChiefAdytrati Officer %

June 7, 2022




Welch

INDEPENDENT AUDITOR'S REPORT

To the Board Members, Members of Council, Inhabitants and Ratepayers of the
CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY

Opinion

We have audited the financial statements of the Corporation of the Township of Laurentian Valley Water Supply
System (the Township), which comprise the statement of financial position as at December 31, 2021, and the
statements of operations and change in net financial assets (debt) and cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in ail material respects, the financial
position of the Township as at December 31, 2024 and the results of its consolidated operations, change in net
financial assets (debt) and 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 Auwditor's Responsibiities for the Audit of the Financial
Statements section of our report. We are independent of the Township in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Canada, and we have fulfilled our 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.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Canadian public sector accounting standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Township'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 Township or to cease operations,
or has no realistic afternative but to do so.

Those charged with governance are responsible for overseeing the Township's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence: the economic decisions of users taken on the basis of
these financial statements.

Welch Ly — Chartered Accountants
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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:

s Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal controi.

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 Township'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 Township's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, future events or conditions may cause the Township
to cease to continue as a going concern.

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

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Township to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance 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
tdentify during our audit.

(el L U -

CHARTERED PROFESSIONAL ACCOUNTANTS
LICENSED PUBLIC ACCOUNTANTS

Pembroke, Ontario
June 7, 2022

Welch
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2021

2021 2020
FINANCIAL ASSETS
Accounts receivable $ 64319 § 65244
Due from Township of Laurentian Valley 523,963 508,459
588,282 573,703
LIABILITIES
Accounts payable and accrued liabilities 24115 70,932
Long-term debt (Note 2) 470,138 490,329
494 253 561,261
NET FINANCIAL ASSETS 94,029 12,442
NON-FINANCIAL ASSETS :
Tangible capital assets (Schedule 1) 1,666,268 1,753,283
ACCUMULATED SURPLUS (Note 4) $ 1780297 $ 1765725
(See accompanying notes and schedule)
Welch
S - o o __- T An Indepeadent Member of BRR Internaiionl
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2021

Budget Actual Actuai
2021 2021 2020
REVENUE
User charges $_ 541428 $§_ 536574 F_ 536063
EXPENSES
Salaries and benefits 55,018 37,728 49 530
Purchase of water 300,000 351,748 271,818
Materials, supplies and services 93,000 41,071 69,456
Interest expense 15,955 24,440 24,953
Amortization expense - 87,015 86,822
463,973 542,002 502,577
EXCESS OF REVENUE OVER EXPENSES (EXPENSES OVER
REVENUE 77,455 (5,428) 33,486
ACCUMULATED SURPLUS AT BEGINNING OF YEAR 1,766,725 1,765,725 1,732,239
ACCUMULATED SURPLUS AT END OF YEAR $ 1,843,180 $.1.760,297 $_ 1765725

(See accompanying notes and schedule)

Welch
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
STATEMENT OF CHANGE IN NET FINANCIAL ASSETS (DEBT)
FOR THE YEAR ENDED DECEMBER 31, 2021

Budget Actual Actual
2021 2021 2020
EXCESS OF REVENUE OVER EXPENSES {EXPENSES

OVER REVENUE) $_ 774556 & (6428) $__ 33,486
Acquisition of tangible capital assets - - (49,660)
Amortization of tangible capital assets - 87,015 86.822
- 87,015 37,162
CHANGE IN NET FINANCIAL ASSETS (DEBT) 77,455 81,587 70,648
NET FINANCIAL ASSETS (DEBT) AT BEGINNING OF YEAR 12,442 12,442 (58.206)
NET FINANCIAL ASSETS (DEBT) AT END OF YEAR $ 89897 $ 94029 3 12,442

(See accompanying notes and schedule)

Welch
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2021

2021 2020
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES
Excess of (expenses over revenue) revenue over expenses $ (5,428 $ 33,486
Non-cash items included in excess of revenues over expenses:
Amortization of tangible capital assets 87,015 86,822
81,687 120,308
Change in the level of:
Accounts receivable 925 10,809
Due from Township of Laurentian Valley (15,504} (68,051}
Accounts payable and accrued liabilities (46.817) 6,265
20,191 69,331
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES
Acquisition of tangible capital assets - (49,660)
CASH FLLOWS FROM (USED IN) CAPITAL ACTIVITIES
Repayment of long-term debt {20,191} (18.671)
NET CHANGE IN CASH
CASH AT BEGINNING OF YEAR - -
CASH AT END OF YEAR $ - 3 -
(See accompanying notes and schedule)
Welch
o ) An Tadependent Member of BRR International
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2021

The Corporation of the Township of Laurentian Valley Water Supply System is a board of the Township
of Laurentian Valley organized to provide water distribution to some residents of the Township of
Laurentian Valley.

NOTE1 SIGNIFICANT ACCOUNTING POLICIES

These financial statements are prepared by management in accordance with Canadian public sector
accounting standards for local governments as recommended by the Public Sector Accounting Board of
the Chartered Professional Accountants of Canada. Significant aspects of the accounting policies
adopted by the Board are as follows:

Basis of accounting

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

Funds from external parties and earnings thereon restricted by agreement or legislation are accounted
for as deferred revenue until used for the purpose specified.

Government transfers, contributions and other amounts are received from third parties pursuant to
legislation, regulation or agreement and may only be used for certain programs, in the completion of
specific work, or for the purchase of tangible capital assets. In addition, certain user charges and fees
are collected for which the related services have yet to be performed. Revenue is recognized in the
period when the related expenses are incurred, services pedormed or the tangible capital assets are
acquired and collection is reasonably assured.

Government transfers

Government transfers are the transfer of assets from senior levels of government that are not the result
of an exchange transaction, are not expected to be repaid in the future, or the result of a direct financial
refurn.

Government transfers are recognized in the financial statements as revenue in the period in which
events giving rise to the transfer occur, providing the transfers are authorized, any eligibility criteria have
been met, and reasonable estimates of the amounts can be determined.

Deferred revenue - obligatory reserve fund

Deferred revenue - obligatory reserve fund consists of development charges and related investment
income which is recognized as income as services are provided.

Revenue recognition

User charges are recognized as the service is provided and callection is reasonably assured. Frontage
charges and grant revenue are recognized when the related expenditure is incurred.

Welch

An Independent Member of BKR International
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2021

NOTE1 SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Use of estimates

The preparation of 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 reported amounts of revenues and expenses during the reporting period. Where measurement
uncertainty exists, the financial statements have been prepared within reasonable limits of materiality.
Significant estimates and assumptions which include the estimated useful life of tangible capital assets
and based on management's information and judgements. Actual results could differ from those
estimates.

Non-financial assets

Non-financial assets are not available to discharge existing liabiities 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 normal course of operations. The change in non-financial assets during the year, together with the
excess of revenues over expenses, provides the consolidated Change in Net Financial Assets (Debt) for
the year.

i)  Tangible Capital Assets

Tangible capital assets are recorded at cost which includes all amounts that are directly attributable
to acquisition, construction, development or betterment of the asset. The cost, less residual value,
of the tangible capital assets is amortized on a straight-line basis over the estimated useful life as

follows:

Years
Machinery and equipment 20
Vehicle 20
Linear assets 40

Annual amortization is charged in both the year of acquisition and the year of disposal.
i)  Contribution of Tangible Capital Assets

Tangible capital assets received as contributions are recorded at their fair value at the date of
receipt and are also recorded as revenue.

Welch 11r
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2021

NOTE1 SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Contributed services

A substantial number of volunteers contribute a significant amount of their time each year. Some other
services are also contributed to the Board. Because of the difficulty of determining the fair value,
contributed services are not recognized in the financial statements.

Contaminated sites liability

Contaminated sites are a result of contamination being introduced into air, sail, water or sediment of a
chemical, organic or radioactive material or live organism that exceeds an environmental standard. The
liability is recorded net of any expected recoveries. A liability for remediation of a contaminated site is
recognized when a site is not in productive use and is management's estimate of the cost of post-
remediation including operation, maintenance and monitoring.

NOTE2 LONG-TERM DEBT

Long-term debt consists of a debenture, due 2039 payable in semi-annual installments of $16,478
tncluding interest at 2.63% per annum.

Payments on existing debt are as follows:

Principal Interest Total

2022 3 20726 % 12,230 % 32,956
2023 21,275 11,681 32,956
2024 21,838 11,118 32,956
2025 22,416 10,540 32,956
2026 23.009 9,847 32,956

109,264 55,516 164,780
Thereafter 360,874 67,541 428 415

470138 $_ 123,057 §__ 593,185

NOTE3 EQUITY IN TANGIBLE CAPITAL ASSETS

2021 202
Tangible capital assets - cost (Schedule 1) $ 3667844 § 3,667,844
- accumulated amortization (Schedule 1) (2,001,5786) {1,914,561)
Long-term debt (Note 2) {470,138) (490.329)

$_1196.130 $_1,262.954

Welch
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2021

NOTE4 ACCUMULATED SURPLUS

Accumulated surplus consists of the following:

2021 2020
Internally restricted reserves $ 564,167 § 502771
Equity in tangible capital assets {Note 3) 1,196,130 1,262,954

$_1,760,297  $_1.765725

NOTES CONTRACTUAL OBLIGATION - CITY OF PEMBROKE

The Township purchases its water supply from the City of Pembroke. During the year ended December
31, 2021, these charges totalled $351,748 (2020 - $271,816).

NOTE & FINANCIAL INSTRUMENTS

The Board's financial instruments consist of accounts receivable, due from/te Township of Laurentian
Valley, accounts payable and accrued liabilities and long-term debt

Risk

It is management's opinion that the Board is not exposed to significant interest, market, liquidity,
currency or credit risks arising from its financial instruments. The Board is subject to credit risk with
respect to accounts receivable. Credit risk arises from the possibility that taxpayers and entities to which
the Board provides water may experience financial difficulty and be unable to fulfill their obligation. It is
managment's opinion that the large number and diversity of users of the water system minimizes credit
risk.

Fair market value

Except for the following, the fair value of the Board's financial instruments approximates their carrying
value due to their short term nature. The terms and conditions of the long-term debt are disclosed in
Note 2 to the financial statements.

NOTE7 CONTAMINATED SITES LIABILITY

The Township has adopted PS3260 Liability for Contaminated Sites. The Township did not identify any
financial liabilities in 2021 (2020 - $nil) as a result of this standard.

NOTES8 BUDGET FIGURES

Budget figures reported on the Statement of Operations and the Statement of Change in Net Financial
Assets (Debt) are based on 2021 cperating and capital budgets as approved by Council on December
15, 2020 (By-law 2020-12-059).

Welch
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CORPORATION OF THE TOWNSHIP OF LAURENTIAN VALLEY
WATER SUPPLY SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2021

NOTE9 ECONOMIC UNCERTAINTY

in Mid-March of 2020, the Province of Ontario declared a state of emergency in response to public
health concerns originating from the spread of the coronavirus. The Township's delivery of services has
been altered as a result. There is a degree of uncertainty surrounding the full economic impact of the
situtation which continues to evalve.

Welch
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