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CORPORATION OF THE

MUNICIPALITY OF SOUTH BRUCE

MANAGEMENT’S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL REPORT

The aceompanying consolidated financial statements of The Municipality of South Bruce {the "municipality"}
are the responsibility of the municipality'’s management and have been prepared in accordance with Canadian.
‘public. sector accounting standards established by the Public Sector Accounting Board of the Chartered
Professional Accountants of Canada, as described in Note 1 to the consolidated financial statements.

The preparation of consolidated: financial statements necessarily involves the use of estimates based on
management’s’ judgment, particularly when transactions affecting the current accouniing period cantiot be
finalized with certainty. until fature periods.

The municipality's management maintaifis a system of internal -controls designed - to provide: reasonable
assurance that assets afe safeguarded, transactions are properly authorized and recorded. (in accordance with.-
Canadian public sector actounting. stanidards established by -the Public Sector Accounting Board of the
Chartered Professional Accountants of Canada), and reliable financial information is available on a timiely basis
for ‘preparation of the consolidated financial statements. These systems. are nonitored and evaluated by
management. Council meets with management and the external auditor to review the consolidated financial
statetnents arid discuss any significant financial reporting or infernal control matfers prior to their approval of
the consolidated financial statemenits. '

The consolidated “financial statements have been audited by Collins Barrow SGB LLP, independent external
auditor appointed. by the municipality. The accompanying Independent Auditor's Report outlines their
responsibilities; the séope of their examination and their opinion on the municipality's consolidated. finaneial
statements.
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INDEPENDENT AUDITOR'S REPORT
To the Mémbers:of Council, Inhabitants-and 'R'a_t_e_paye_rs.of The Municipality of South Bruce:

Report on the Financial Statements.

We have audited the accompanying consolidated financial statements. of The Municipalify of Scuth Bruce,

which comprise the consolidated statement of financial posmon as-at December 31, 2016, and the consohdated
statements of operations, change in net financial assets and cash flow for the:year then ended, and a summary of

significant-accounting policies and ether explanatory information,

Management's Responsibility.for the Financisl Statements

Managemcnt is.responsible for the preparation and fair presentation of these consolidated financial statements
in:accordance with Canadian public sector acconnting standards and for such internal ‘control as management
determines: is necessary 1o enable the preparation of consolidated financial statements that are free from
material misstatement; whether due to- fraud or etror.

Auditor's Responsibility

‘Qur responsibility is 1o express an opinion on these consolidated financial statements based on our audit. We

conducted our audit in- accordance with Canadian generally accepted audltmg standards. Those ‘;tdndards.-
require that we comply with etthal requirements and: plan and perform the audit to obtain reasonable assurance,
about whether the consolidated financial statements:are free from material misstatement,

An audit involves perfbrrrﬁng"proc'edure‘s- to obtain andit evidence about. the amounts and disclosures in the-

‘consolidated financial statements. The procedurés selected depend on the auditor's judgment, including the

assessment of the risks of material misstatément of the consolidated financial statements; whiether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the municipality's
preparation and fair presentation of the con‘;ohdatcd financial statements in -order to design audit procedures
that.are appropriate in the circumstances, ‘but.tiot for the purpose of expressing an opinion-on the effectiveness.
of the municipality’s intemmal control. An andit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as 'well as evaluating the:
overall presentation of the censclidated financial statements. '

Wé believe that the audit evidencé sve have obtained is sufficient and appropriate to provide a basis for our

audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the- consolzdated
financial position of The Municipality of South Bruce as at December 31, 2016, and the results of its:

consolidated operations and cash flows: for the. year then ended in accordance with Canadian public. sector

accounting standards.

Colling Barrow SGB LLP

Licensed Public Accountants.

Walkerton, Ontario

June 14, 2017

-y arf vnliymrdat wgmiier ol
Thiis cHfice js incfesserddisthy pwnaed and pparated by Oolling Bamov 568 LU BAKER T L LY
“Tha Cetling Tiateers traderaarks are ied urdar Waenitin INTERNATIONAL




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31
2016 2015
$ $
‘Restated
N (Note 20}
Financial assets _
Cash (Note 2) 3,511,849 3,171,570,
Portfolio investments (Note'3) 675,131 1,075,359
Taxes receivable 668,677 682,257
Accounts receivable. 1,153,170 1,015;882
Long-term receivables (Note 4) 4,148,563 4,827,835
Long-term.investments (Note 5} 952,610 962,610
11,120,000 11,735,513
Liabilities
Accounts payable and acciuals _ 1,260,759 1,581,762
Deferred revenue - obligatory reserve funds. (Note 6) 340,571 343,759
Deférred revenne - other (Note 6) B 540,937 610,807
Landfill elosure and post-closure liability {Note 7) 313,796 302,299
Long-tern liabilities (Note 8) 6,417,817 7,157,967
8,873,880 9,096,594
Net financial assets 2,246,120 1,738,919
Non-financial assets _ _ N N
Tangible capital assets {Schedule 1,.2 and Note. 10) 63,955,824 65,163,792:
Prepaid expenses 215,652 230,439
64,171,476 65,394,231
Accumulated surplus (Note 11). 66,417,596 67,133,150

Mayor-

Approved

Date

The accOmpanying notes are an integral patt of
these financial statements




CONSOLIDATED:STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31

Budget Actual Actual
2016 2016 2015
kN $ 3
(Note 12 Restated
(Note-20)
Revenues. _ '
Net property taxatjon (Note 14} 4,030,253 3,964,538 3,637,916
Taxation from other governments 25,800 25,813 25,647
User charges and fees 3,183,518 3,712,714 3,202,553
Government transfers 1,267,350 1,287,709 1,521,109
Donations and sale of goods -108,100 115,527 110,787
Tnvestment income (Note 5) "71,700 95,815 78,465
Penalties and interest.on property taxation 96,400 220,489 233,579
Other - - 66,015
8,783,121 9,422,605 8,876,071
Expenses _ . o
General government 613,085 611,605 601,891
Protection services 1,566,176 1,656,732 1,741,865
Transportation services 2,120,128 4,145,582 3,784,668
Environmental services 1,808,761 2,748,668 2,708,535
Health services 77,225 112,190 110,809
Recreation-and cultural services: 011,543 1,072,229 1,070,940
Planning and development 86,675 97,373 76,673
7,183,593 10,444,379 10,095,383
Net revenues {expenses). 1,599,528 (1,021,774) (1,219,312)
Other
Grants and transfers related to capital
Government transfers 481,075 418,767 247,975
Capital cost recoveries. 10,000 . -
Donations 171,039 143,129 55,167
Capital contribution 28,800 - 112,291
Other municipalities. 462,200 - 524,849
Other grant§ - - 42,698
Loss on disposatl of tangible capital assets - (255,676) {19,843)
1,153,114 306,220 863,135
Annual surplus (deficity 2,752,642 (715,554) (356,177)
Accumulated $urplus, béginning of yéar 67,133,150 67,489,327
Accumulated surplus, end of year (Note 11} 66,417,596 67,133,150

The accompanying notés-are an integral part of

these financial statements




CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS
FOR THE YEAR ENDED DECEMBER 31

Bud_g_e't: Actual Actual
2016 2016 2015
8 $ $
(Note 12) Restated
(Note 20)
Annual surplus (deficit) 2,752,642 (715,554) (356,177}
Acquisition of tangible capital assets (2,904,800) (1,662,615) (2,108,122)
Amortization of tangible capital assets. - 2,600,413 2,535,069
Loss on disposal of tangible capital assets - 255,676 19,845
Proceeds on disposal of tangible capital assets - 14,494 87,725
Acquisition of prepaid expenses - - (72,883}
Use of prepaid expense - 14,787 -
Change in net financial-assets (152,158) 507,201 75,457
Net financial assets, beginning of year 1,738,919 1,663,462
Net financial assets, énd of year 2,246,120 1,738,919

The accompanying notes are an integral part of
these financial statements




CONSOLIDATED STATEMENT OF CASH FLOW
FOR THE YEAR ENDED DECEMBER 31

2016 2015.
$ $
Restated
(Note 20)

Cash flows from (for):

Operating activities’ o _
-Annual surplus (715,554) {356,177)
Non-cash items: _ _ :

Amortization of tangible capital dssets 2,600,413 2,535,069
Loss:on disposal of tangible capital assets '2585.676: 19,845
Landfill closure and post-closute liability 11,497 {12,731}
2,152,032 2,186,006
-Changes inr S
Portfolio investments 409,228 {408,865}
Taxes receivable 13,580 {46,755)
Accounts receivable (137,288) 890,747
Prepaid expenses 14,787 (72,883)
Accounts.payable and accruals: (321,003} 362,745

Net change-in cash from operations 2,122,336 2,910,995

Capital activities _ _ _
Acquisition of tangible capital assets (1,662,615) {2,108,122)
Proceeds on disposal of tangibie capital asséts 14,494 57,725

Net change-in cash from capital (1,648.121) {2,050,397)

Financing_ activities
Temporary borrowings - (543,689)
Long-term liabilities repaid (740,150) (720,511)
Deferred révenue - obligatory reserve funds.and other (73,058) 403,409
Long-term receivables 679,272 662,882

Nei.change in cash from financing (133,936). {197,809)

Net.change in cash position 340,279 662,689

Cash position, beginning of year 3,171,570 2,508,881

Cash position, end of year 3,511,849 3,171,570

The accompanying notes are an integral part of
these financial statements




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

Nature of operations

The Municipatity of South Bruce (“the municipality”) is a lower-tier municipality located 'in the County of
Bruce, Province of Ontario, Canada. It conducts ‘its- operations guided, by the provisions of provincial
statutes, such as-the Municipal Act, Municipal Affairs-Act and related legislation.

. ‘Summary of significant accounting policies

The consolidated financial statements of the municipality-are the representation of management prepared in
accordance with local government accounting standards established by the Public Sector Accounting-Board
(PSAB) of the Chartered Professional Accountants of Canada,

The focus of PSAB financial statements is-on the financial position of the municipality and the changes
thereto. The consolidated statement of financial. position includes all of the assets and liabilities of the
"mu'nicq)_ahty Financial assets are those assets-which could provide resources to discharge existing liabilities
or finance future operations, Aecamulated surplus represents the' financial position and is the difference
between. assets and liabilities, This provides informiation about thé: municipality's overall future revenué
requirements and it§ ability to finance activities and meet its obligations. Significant aspects of the
accounting policies adopted by the mumc;pah[y are as follows:

(a). Basis of consolidation

These consolidated financial statements reflect assets, labilities, revenues and expenses of the
munigcipality. They include the activities of all commitiees-of Council and the following ofganizations
which are accountable to, and owned or controlled by the municipality:

Teeswater-Culross Cemetery Board
Formosa Community Centre Board

Excluded are Funds Held in Trust which are adminjstered by the municipality. and reporied on
separtately.

A government partnership exists: where the municipality has shared control over the board -or entity.
The municipality's pro-rata share of assets, liabilities, revenues and expenses are reflected in the

financial statements using. the proportionate consolidation method. The municipality's proportionate
intérest in the following government partnerships are reflected in the consolidated financial statements:

Bruce Area Solid Waste Recycling: 3.39%.
All interfund assets and liabilities and sources of financing and expenses have been eliminated.
(b) Basis of accounting:

Sources of financing and expenses. are reported onthe accrual basis of accounting. The accrual basis of
dccounting recognizes.revenués as they become-available and measurable, Expenses are recognized as
they are incurred and measurable as a result of receipt of goods or services and the creation of a legal
obligation to pay.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31,2016

1. Snmmary of significant accuqnting_pohc_les {continued)

{©)

()

{e)

@

Cash and cash equivalents

Cash and cash equivalents inélude cash on. deposit, shoit-term deposits. with a maturlty of less than
thtee months at acguisition and temporary bank overdrafts which form -an integral part of the
municipality’s cash management:

Portfolio ihvestments

Portfolio investments: are recorded 4t cost unless-there has been a decline in the market value which is
other than teinporary in.nature in which case the mvestments aze written down to market: value,
Deférred revenue

Revenue restricted by legislation, regulatmn or agreement and not available for general muriicipal
purposes is reported as deferred revenue. on . the consolidated statemient of financial position. The
revenue is. reported on the consolidated statement of operations.in the year in which it-is used for the
sp_e_r:lﬁ_ed purpose,

Non-financial assets

Non-financial -assets are not available to discharge: existing {iabilities and are held for use in the
provmon of services, They have useful lives extending. beyond the curtent year and are not intended

for sale in the ordinary course of operations. The change in non-financial assets durmg the yeat,
together with the annual surplus, provides-.the con; solidated change in net financial assets for the year.

() Tangible capital assets

Tangible capital assets are recorded at cost, which includes all amounts that are directly
attributable to- acquisifion,. construction, de\/clopment of betterment of the asset. The ¢ost, less
residual value, of the langlble capital assets are amortized -on a straight-ling” basis over their
estimated useful lives as.follows:

Land improvements - 15 10 25 years
Buildings - 23 to 50 years
Vehicles, machinery and equipment -4 0. 50 years
Information technology assets -3 to 10 years
Roads - 8 to 100 years
Water & Sewers - 75 years
Furniture-and fixtures - 20 years

(ii) Contribution of tangible capital assets

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




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

1. Summary of significant accounting policies (continued)

()

(h)

{iii) Leases

Leases are classified as capital or operating Teases. Leases which transfer substantially all of the

benefits and risks incidental to. ownership of the property are accounted. for as capital leases. All

other leases are ‘accounted for as operatitig feases and the related fease payments are charged. to
expenses as incurred. o '

{iv) Intangible assets

Intangible assets aré not recognized as assets'in the financial statements.
Revenue recoghition
User charges and fees and other revenues are. tecognized when. related goods or services are pravided
and collectibility is reaSonably assured.

TInvestment income 1is recognized in the period eamed. Investment income -€arned on obligatory-

reserve funds is added to the fund balance and forms. part of the respective deferred revente balance
and is _r.eco_gmzecl_ in the period in which eligible expenditures are made.

Donations, sale 0f.goods, other grants, capital contributions. and taxation from other munic'i_pal"ities are.

recognized on an accrual basis.

Taxation and related revenues

Property tax billings are prepared by ‘the municipality based on assessment rolls issued by the
Municipal Property Assessment Corporation. Tax rates ar¢ established annually by municipal council,
incorporating amounts to be raised for local services. A normal part of the assessment{ proeess is the

issue of aupplementary assessment rolls, which provide updated information . with respect to changes in
property assessment. "Once a supplementary assessment roll is received, the municipality determines-
the taxes applicable and renders supplémentary tax billings.. Taxation revenues.are recorded at the time

tax billings are issued.

Assessments- and the related property taxes are subject to appeal. Taxes are recorded .at estimated:
amounts when they meet the definition of an asset, have been auihorized and the taxable event ‘oceurs..
For property taxes; the taxable event is the perlod for which the tax is levied. Taxes receivable are:

recognized net of allowance for anticipated uncollectable amounts.

The municipality. is entitled to collect interest and penalties on overdue taxes. These revenues are
recorded in the period the interest and penalties are levied.

County and school boards

The mummpahty collects taxation revenue on behalf of the school boards and the County .of Bruce.

‘The taxation, other'revenues, expenses, assets and liabilities with respect to the. operations of the school

boards.and the: County of Bruce are not reflected in these financial statements.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

1, Summary of significant accounting policies (continiied)
(j’): Government transférs

‘Government-transfers are recognized in the consolidated financial statements as revenves.in the period
in which the events giving rise to the transfer-occur, providing the transfers are authorized, any
eligibility criteria have beén et and reasonable estimates of the amounts can be made. Conditional
government transfer revenue is recognized 1o the ‘extent the conditions imposed. on it have been
fulfilled. Unconditional transfer re\?enuc: 1s recognized when monies. dre receivable. Governmerit
transfers for acquisition of tangible capital asséts are recognized in the period in which eligible
expenditures are made. '

(k) Usgof 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
Tiabilities and disclosure of contingent assets and liabilities at the date of the financial statements. and
the reported amounts. of revenues and expenses during the period. The municipality's implementation
of the Public Sector Haridbook PS 3150 has required management to-make estimates of historical cost,
useful lives and amortization of tangible capital assets. In .addition, estimates have been made of
closuré and post-closure costs related to- landfill sites. Actual results could differ from those estimates.
(I} Pension plan.
The municipality offers a pension plan for its full-time employees through. the Ontario Muricipal
Employee Retirement System ("OMERS"). OMERS is a- multi-employer, contributory,’ publlc sector
pension fund established for employees of municipalities, local boards and schoel boards in Ontario.
Participating employers and employees. are required to make plan contributions based on participating
employees’ contributory earnings. The municipality accounts for its participation in OMERS as a

defined contribution plan and. recognizes the expense related €o this plan as confributions .are-made,
even though OMERS is itself a defined benefit plan.

2. Cash

Cash consists of the following:

2016 2015
$ $
Unrestricted 2,630,341 2,217,004
Restricted (Note 6) ‘881,508 954,566

3,511,849 3,171,570

Restricted cash reldtes o obligatory feserve funids and other deferred revenue as described in Note 6 below.

10




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS' AT DECEMBER 31, 2016

3.. Portfolio-investments

The: municipality has unrestricted investments- in The One Investment Program of $675,131 (2015 -
$671,600). During the year, portfoho investments edrned income of $3;529 (2015 - $5,107). In 2015, the
municipality also held a cashable GIC with BMO for $403,759 with a 0.9% interest rate, maturing May 1,

2018, which was cashed during 2016.

The.One Investment Program is designed specifically for the municipa! anid broader Ontario public-sector.
The investments- held within the Program: are at their-purchase-cost. The  investments- include a mongy

market portfolio with a cost of $675,131 (2015~ $671,600).

2016 2015
$ $
‘Carrying value 675,131 1,075,359
Market value 654,213 1,054,702
4, Long-term receivables
Long-term receivables consist of the following:
2016 2015
$ $
Sewer loan receivable, industry contributions, 0% interest annual repayments, _
due 2020 and 2023 862,000 11,028,000
Sewer loan receivable, 2.1% interest rate, quarterly repayments, due 2018 605,565 894,918
Sewer loan receivable, 3.6% interest rate, quarterly repayments, due 2028 1,888,600 2,045,302
Sewor loan. mccnyable 4.1%% interest rate, quarierly repayments, due 2038 722,248 753,815
Septage loan receivable, 0% interest rate, annual repayment, due 2018 70,150. 105,800
4,148,563 4,827,835

11




NOTES.TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

5. Long-term investments

2016 2015,
$ $
Note receivable, Westario Power Inc., 4.12%, interest
only receivable quarierly 292,498 202 498
366.8 Common: shares, Westario Power Inc. 670,112 670,112
962,610 962,610

The long-term investments arose én November 1, 2000 as a result of the sale of ‘the Mildmay, Teeswater

Hydro Electric Comthission to Westatio Power Inc..

Interest earned on the notes receivable during the year was $12,084 (2015 - $12,051). This:amount has been

included ininvestment income on the consolidated statement of operations.

The municipality owns 3.7% of the outstanding commion ‘shares of ‘Westario waer Inc. The shares are
generally not exposed to interest rate risk. The fair value of ‘these shares is not. determinable-at this time.
Dividends of $29,344 (2015 =$27.510) were recéived on these shares during the yéar and is also included in

investment income,




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS:AT DECEMBER 31, 2016
6. Deferred revenue - obligatory reserve funds and other
A requirement of public sector accounting principlés of the Chartered Professiondl Acconntants of Canada-is’
that ‘obligatory reserve funds be reported as deferred revenue. This reduirement is in place as provincial
legislation restricts how these funds may be used and under certain circumstances these funds may be
refunded.

The balance of deferred revenue is-made up as follows: -

2016 2015
_ $ $
Obligatory reserve funds _
Commiunity Well Being. 332,571 343,759
Parkland Levies 8,000 -
340,571 343,759
Other
Government grant funding 468,047 518,798
Planning deposits 38,673 37,969
QOther 34,217 54,040
540,937 610,807
881,508 954,566
The net change during-the year for the obligatory reserve funds is made up as follows:
2016 2015
s s
Batance, beginning of year 343,759 -
Interest earned 1,774 3,739
Restricted funds teceived 8,000 400,000
Revenue recogriized (12,962) (60,000)
Balance, end of year. 340,571 343,759
The net change during the year for the other deferred revenue is made up as follows:
2016 2015
§ s
Balance, beginning of year' 610,807 551,157
Restricted funds received 82,250 146,100
Revenue-.r_ccognized (152,120) (80,450)
Balance, end of year 540,937 610,807

13




'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
.AS AT DECEMBER 31, 2016

7. Landfill closure and post-closure liability-

Salid waste landfill closure and post-closure care requirements are: defined in -accordance with industry
standards and include final covering and landscaping of the landfill, removal of ground water and leachates
and ongoing envirohinental monitoring, site inspection and maintenance. These costs will be incurred as
each landfill site stops accepting waste, with-the post-closure care expected to continue for an. additional 20
years. The total futdre closure'and post-closure care costs are estimated.to be $549,000-(2015 -$549,000).

Carrick Mildmay landfill site

As at December 31, 2016, the municipality has recognized in the financial statements a funded liability of”
$182,744 (2015 - $180 935). This liability represents 74%of the present value of the estimated. costs and is
based on & total capacity of 137,400 cubic meters and-a discount rate of 2.00%. The balance of the.liability

of $65 811 will be accrued as the remaining capacity of 36,380 cubic-meters is utilized, which is expected to
be:over the nexs 18 years.

Teeswater Culross landfill site

As at December 31,.2016, the municipality has recognized in the financial statements a funded liability of
$131,052 (2015 - $121,365). This liability represents 53% of the present value of the estimated costs and is
based on‘a total capacity of 83,370.cubic¢ meters and-a. dlscount rate:of 2. 00%. The. balance of the liability of
$114,600 will be accrued as the remaining capacity. of 38, 893 cubic meters is utilized, which is expected to
be-over the next 25 years.

Mdnagemcnt's estimate. for site closure and post-closure care liability is subject to measurement uncertainty.
The estimate is based on dssumptions coniained in engineer's reports as to- capacity, site life- expectancy and
usage. Actual results: could. differ sighificantly from these. estimates because:of the uncertainty related.to-
future cost estimates, and future use of the landfill sité.

14




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

8. Long-term liabilities

{a) Long=term liabilities-consist of the following:

2016 2015
$ $

Ontario Infrastructure loan payable, 2.1% interest, payable $118,782

quarterly principal and interest, due February, 2019. 1,041,506 1,488,874
Ontario Infrastructure-loan- payable, 3.11% interest, payable $19,262 '

quarterly principal and interest, dug February, 2024. 498,378 558,749
Ontario Infrastructure loan payable, 3.6% interest, payable $49,886

‘quatterly principal and.interest, due February, 2029. 1,969,580 2,095,374
Ontario Infrastructure loan payable, 3.9% interest, payable $43,345 N _

quarterly principal and interest, due February, 2033. 2,169,594 2,256,237
Ontario Infrastructure loan payable, 4.1% interest, payable $12,694 '

quarterly principal and interest, due February, 2039. 738,759 758,733

6,417,817 7,157,967

{b)y Principal payments anticipated for the next 5 years and thereafter are. as follows:

Principal Interest
_ 3 $
2017 760,370 215,505
2018 781,186 194,688
2019 444,400 175,128
2020 338,227 162,520
2021 350,638 150,089
Thereafter 3,742,976 1,021,256

The annual principal and interest payments required to service.these liabilities are within the -annual
debt repayment limit prescribed by the Ministry of Municipal Affairs. Total interest charges on long-
term liabilities for the year téported on the consolidated statement of operations are $235,723 {2015 -

$255,364).

15




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

9, Pension agreements

The employees of the Corporation of the Municipality of South Bruce participate in the-Ontario Municipal
Employees Retirement Saving Plan ("OMERS"). Although the plan. has a defined retirement benefit for
employees, the related -obligation. of the. municipality cannot be identified, The municipality has.applied
defined contribution plan accounting as it has insufficient information to apply defined. benefit plan
accounting.

‘OMERS is a multi-employer plan, therefore-any pensiori plan surpluses or-deficits are a joint responsibility
of Ontario nunicipal organlzatlons and their employees: As a result, the mimicipality does not recognize any
share of the OMERS pension surplus or deficit. The: most recent actuarial valuation of the Plan was
conducted at December 31, 2016,

The amount-contributed to. OMERS for the current year was $125,474 (2015 - $126,844) for current service,

10. Tangible capital assets

Schedules I and 2 provide information on the tangible capital assets of the municipality by major asset class
‘as well as accumulated amortization -of the assets comtrolled. The reader should be aware of the following
information relating to tangible capital assets:

(a) Work in pregress

Work in progress with a value of $271,037 (2015 - $976,288)-has not been amortized.- Amortization of
thiése. dssets will commence whern the asset is put intc service.

(b) Contributed tang__ible-_.capital'-assets

Contributed capital assets have been recognized at fair market value at the date of contribution. The
value of conttibuted assets received during the year is $NIL (2013 « $NIL),

(¢) Tangible capital-assets disclosed at nominal values

Where an estimate of fair value could not be made, the tangible capital asset was recognized at a
nominal value, Land is the only category where nominal values were assigned.

(dy Works.of art and historical treasures

No works of art not histotical treasures are held by the municip_ality-.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

il.Accumulated surplus

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

2016 2015
Restated
. (Note 20)
Investment in tangible capital-assets:
Invested intangible cdpital assets 63,955,824 65,163,792
Tangible capital assets financed by long-term liabilities and to be funded (2,535,046) (2,631,574)
in future years.
Total investment in tangible capital assets 61,420,778 62,532,218
Surplus: _ _
General area taxation 246,678 120,252
Teeswater-Culross Cemetery Board 117,464 120,146
'Formosa Community Ceiifre 19,487 17,955
“Bruce Area Solid Waste Recycling - 666
“Total surplus: 383,629 259,019
Reserves set aside for specific purposes by Council _ o
Current purposes ' 209,966 209,966
Capital putposes 4,403,223 4,131,947
Total reserves 4,613,189 4341,913
Total accumulated surplus 66,417,596 67,133,150

12.Budget amounts

The operating budget approved by Council for 2016 is reflected on the ¢consolidated statements of"_Opcrations
and change in net finanéial assets. The budgets established for capital investmient.in tangible: capital assets
-are on'a project oriented basis, the costs of which may be carried out over one or more years and, therefore;

may not be comparable with the current year's actual expenditure amounts.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016
13.Government partnerships

The following sumimarizes the 'fihan'cial_ position and operatiens of the municipal joint board, Bruce Afea
Solid Waste Recycling. The Municipality of South Bruce pro-rata share of these amounts have béen reported
inthe financial statements using the proportionate censolidation method;

‘Bruce Area Solid Waste Recycling

2016
$

Financial assets 2,524,184

Liabilities 125,953

Net financial assets 2,398,231

‘Non-financial assets 1,746,705

Accumulated surplus 4,144,936

General surplus _ -

Invested in tangible capital assets 1,743,553

Reserves and reserve funds: 2,401,383

4,144,936

Revenues 2,960,015

Expenses 2,801,970

Annual surplus 158,045

14.Net property: taxation
Net propeérty taxation consists of:
2016 2015
$ $

Taxation revenue 7,271,609 6,832,449
Amount leévied and remiited to School Boards (1,269,165) (1,244,131
Amount levied and remitted to the County of Brueé (2,037,900) (1,950,402).

Net property taxation 3,964,538 3,637,916
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

15.Commitments

@

(b)

©

Contractual capital commitments of approximately $114,350 (2015 - $553,936) are tiot reflected in the
consolidated financial statements. This amount, for which funding is in place, represents incomplete
contracts as at December 31,2016,

On December 1, 2016, the municipality entered into an operating agreement with Veolia Water Canada
Ing; for the operation. and maintenance of the municipality’s water and wastewater facilities; - The term
of the agreement ends January 31, 2020. The first year annual fee for the contract is $637,000 plus
HST. Each subsequent year the fee-will be negotiated between the parties, if no’agreement is reached
the prior year fee plas the yearly change in the Consumer Price Index will apply.

The-municipality entered into ari agreément for curbside garbage collection.. The annual fee for 2017 is
$39,520, increasing 4% in 2018 to $41,100. The term-of the agreement ends in 2018.

16.Contingencies

(a)

(b).

{©)

)

In the Urdmary course of business, various. claims and lawsuits are brought against the municipality. It
is the opinion of management that the setflement of these actions will not result in any material
liabitities beyond any amounts already accrued. No provision has been made for pending
expropriations of land beyond the payments already made to affected property owners. Any payment
made by. the municipality pursuant to claims, lawsuits or expropriations will be charged in the year of
settlemerit.

Appeals of the current value-assessment of propertics in the municipality may be in process. The impact
on taxation revenue as a result of settlement of these appeals is not determinable at this time. The efiect
on taxation of the settlement of these appeals - will be recorded in the fiscal year in. w_hlc__h they can _be_
determined.

The municipality is contingently liable to.the Province of Ontario for long-term liabilities outstanding
for tile: drainage.loans in the amount of $190,982 (2015 - $191,660}.

Applications for property tax rebates for vacant comirereial and industiial buﬂdmgs may be in process.
‘The impact.on taxation revenus as atesult of these rebates is not déterminable at this time. The effect
on taxation of these rebates will be recorded in the fiscal year in which they-can be determined.

17.Trust funds

The trust funds administered by the municipality amounting to $86,706 (2015 .- $93,959) have not-been
included in the consolidated statement of financial position nor have the operations been included in the
consolidated statement of operations. The trust funds are comprised of the following:

2016 2015

$ S
‘Ontario Home Renewal Program 19,348 32,821
Cemetery Perpetual Care and Mdintenance 67,358 61,138
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS:
AS AT DECEMBER 31, 2016

18.Segmented information

The Mu_niéipality of 'S_outh. Bruce is a diversified municipal government organization that provides a wide
range of services to its citizens such.as police, fire, roadways, water, sewer, waste, and récreation and
‘cultural services. Distinguishable functional segments. have been separately disclosed in the segmented
information. Scheduiles 3 and 4 provide information on the segmented information of the mupicipality.

Property taxation revenue .and the Ontario Municipal Partnership Fund grant is allocated 1o general
‘government. The nature of the segments and the activities that they encompass are as follows:
‘General goyernment

This segment relates to the revenues and-expenses that relate to the: operations of the municipality itself and
unallocated items that cannot be directly auributed to any specific segment. General administration, council
activities and maintenance of municipal buildings ate included in thé functions -of general government.

Protection services

Protection services are comprised of police services, fire protection, emergency plan, building inspections,
and-animal control,

Transportation services

Transportation services are comprised of the municipality's. roadways, storm sewers, sidewalks, street
lighting, and winter control..

Envitonmental services
Environmiental services are comprised of water-and sewer services, It represents costs for the municipality
to tréat and distribute the municipslity's drinking water and ensures that it meets al} provincial standards. It

also includes the collection and treatment of waste water.

Enviroamental also consists of providing waste andrecycling collection and the operation of the two landfill
sites.

Health services

Health services are comprised of support torthe medical clinic operations and a cemetery.

Recreation and cultural-services

This area provides services meant to improve the health and development of the: municipality's €itizens. The

municipality operates ‘and. maintains parks, arenas, swimming pools, and community centres. The
municipality also provides library services and recreational programs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2016

18.Segmented information (continued)

Planning and development

This segment is responsible for planning and zoning including the Official plan for residential and
commmercial, review of property development plans, and economic development Services fof the
_municipality.

19, Future accounting pronouncements

"The PSAB issued Séction PS 3450, "Financial Instruments”, whicl establishes: recognition, measurement,
presentation and disclosire standards relating to financial instruments such as receivables, payables, and
‘equity instruments. The ‘section is effective for governments for fiscal yeats beginning. on or after April 1,

2019; the municipality is required: to-adopt this section for its fiscal year beginning January 1,72020. Earlier
adoptien is allowed. At this time, we are unable to determine if this-accounting pronouncement would have
a material impact.

The PSARB issued Section PS 3041, "Portfolio Investments", which replaces Section PS 3040. The new
section establishes recognition, measurement; presentation and disclosure standards relating to investments
in organization that do not form part.of the government reporting entity. This section must be. 1mplemented
uporn ‘the adoption of Section PS. 3450. At this time, we: are unable to ‘determine if this accounting
pronouncement would have & material impact.

The PSAB issued Section PS 1201, "Financial Statement Preparation”, which replaces ‘Section 1200. The
new section establishes reporting principles and standards for the disclosure of information in government
financial statements. ‘This section establishes the requirement of the municipality’s financial statements (o
include a statement of financial position, statement of operations, statement of remeasurement. gains and
losses, a statement of change in.net debt and a statement of cash flow. This section must be implemented
upon the adoption of Section PS 3450, This pronouncement-is not expected (o have a material impact.

20. Restatement of prior period

During the year, it was noted that an’ amount included in work iri progress in 2015 for a shared project
between municipdlities did not satisfy-the definition of a miinicipal dsset owned by the municipality. The
prior year has been restated to adjust work in progress 16 actual. As’a result, tangible capital assets were

reduced by $469,048 and capital revenite from-other municipalities. was reduced by $469,048.
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