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Tel: 807 274 9848 BDO Canada LLP
! BD 0 Fax: 807 274 5142 375 Scott Street

www.bdo.ca Fort Frances ON P9A tH1 Canada

Independent Auditor's Report

To the Mayor and Councilors of
The Corporation of the Town of Fort Frances

We have audited the accompanying consolidated financial statements of the Corporation of the
Town of Fort Frances as at December 31, 2010, which comprise the Consolidated Statement of
Financial Position as at December 31, 2010, and the Consolidated Statement of Operations, the
Consolidated Statement of Change in Net Financial Assets and the Consolidated Statement of
Cash Flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internat control relevant to the entity's preparation and fair
presentation of the consolidated financial statements 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 accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the presentation of the consolidated financial statements.

We believe that the audit evidence we 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
consolidated financial position of the Corporation of the Town of Fort Frances as at December
31, 2010, and their financiat performance and cash flows for the year then ended in accerdance
with Canadian public sector accounting standards.

VY, fif%/if??% 4»/—4/&

Chartered Accountants, Licensed Public Accountants

Fort Frances, Ontario
Juiy 11, 2011

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO i imi fmi
oot of Indemonciont member A international Limited, a UK company limited by guarantee, and forms part of the international BDO



The Corporation of the Town of Fort Frances
Consolidated Statement of Financial Position

December 31 2010 2009

Financial assets

Cash and cash equivalents (Note 1) $ 1,146,521 § 2,057,197
Taxes receivable 827,354 928,241
Accounts receivable 2,253,813 4,192,045
Investments (Note 2) 6,700,463 6,700,087
investment in government business enterprises (Note 3) 5,671,416 5,654,674
Loans receivable {Note 4) 930,577 1,015,844
17,530,144 20,548,088
Liabilities
Bank indebtedness (Note b) - 2,659,411
Accounts payable and accrued Lliabilities 1,875,041 2,573,967
Deferred revenue (Note 6) 155,251 324,877
Net long-term debt (Note 7) 4,484,634 4,484,696
Solid waste closure and post-closure liabilities {Note 8) 229,570 222,602
Post employment benefits 531,461 520,809
7,275,957 10,786,362
Net financial assets 10,254,187 9,761,726
Non-financial assets
Tangible capital assets (Note 9) 87,827,609 81,992,479
Tangible capital assets under construction 295,728 3,309,921
Prepaid expenses and inventory of supplies 406,637 503,830
88,529,974 85,806,230
Accumulated surplus (Note 10} $98,784,161 § 95,567,956
Contingent liabilities (Note 13)
= ) ’.
d 7L Treasurer Mayor

The accompanying sumrnary of significant accounting policies and notes are an integral part of these cansolidated financial statements.
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The Corporation of the Town of Fort Frances
Consolidated Statement of Operations

Budget
For the year ended December 31 2010 2010 2009
(Note 20)
Revenue
Taxation $11,055,760 511,062,267 § 10,743,945
Government grants - Federal 1,880,252 1,728,737 2,103,735
Government grants - Provincial 5,800,827 6,059,177 7,963,742
User fees and service charges 6,628,341 7,135,912 6,740,671
Permits, licenses and fines 44,640 45,496 51,627
Investment income 65,000 316,560 352,307
Income (loss) from government business
enterprises (Note 3) - 16,742 (57,865)
Other income (Note 11) 834,304 908,646 1,163,383
26,309,124 27,273,537 29,061,545
Expenses
General government 2,252,679 2,786,420 2,708,759
Protection services 4,147,647 4,194,149 4,081,686
Transportation services 5,200,522 4,770,207 4,572,145
Environmental services 3,898,927 4,225,765 3,798,080
Health services 1,588,889 1,576,247 1,592,602
Social and family services 2,109,587 2,014,753 2,224,105
Social housing 474,659 475,559 467,110
Recreation and cultural services 3,550,262 3,594,089 3,349,397
Planning and development 519,776 420,143 487,699
23,742,948 24,057,332 23,281,583
Annual surplus 2,566,176 3,216,205 5,779,962
Accumulated surplus, beginning of vear 95,567,956 95,567,956 89,787,994
Accumulated surplus, end of year $98,134,132 $98,784,161 S 95,567,956

The accompanying summary of significant accounting poticies and notes are an integral part of these consalidated financial statements.
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The Corporation of the Town of Fort Frances
Consolidated Statement of Change in Net Financial Assets

For the year ended December 31

Budget
2010

2010 2009

Annual surplus

Acquisition of tangible capital assets
Amortization of tangible capital assets
Loss (gain) on sale of tangible capital assets
Proceeds on sale of tangible capital assets
Capitalization (acquisition) of assets

under construction

Acquisition of prepaid expenses and
inventory of supplies

Use/consumption of prepaid expenses
and inventory of supplies

Net change in net financial assets
Net financial assets, beginning of year

Net financial assets, end of vear

{Note 20)

$ 2,566,176

$ 3,216,205 $ 5,779,962

(9,493,057)  (9,493,057)  (7,483,425)
3,373,723 3,604,813 3,075,028
- 18,610 (51,250)
- 34,504 51,250
3,014,193 3,014,193  (2,959,833)
(538,965) 395,268  (1,588,268)
- - (26,904)
- 97,193
(538,965) 492,461 (1,615,172)
9,761,726 9,761,726 11,376,898

$ 9,222,761

$10,254,187 S 9,761,726

The accompanying summary of significant accounting policies and notes are an integral part of these cansolidated financial statements.
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The Corporation of the Town of Fort Frances
Consolidated Statement of Cash Flows

For the year ended December 31 2010 2009
Operating transactions
Annual surplus $ 3,216,205 S 5,779,962
Items not involving cash
Loss (income) from government business enterprise {16,742) 57,865
Amortization 3,604,813 3,075,028
Loss (gain) on disposal of tangible capital assets 18,610 {51,250)
Changes in non-cash operating balances
Taxes receivable 100,887 (135,344)
Accounts receivable 1,938,232 (2,642,808)
Loans receivable 85,267 83,767
Prepaid expenses and inventory of supplies 97,193 (26,204)
Accounts payable and accrued liabilities {698,926) 596,246
Deferred revenue (169,626) {927,409)
Solid waste closure and post-closure liabilities 6,968 6,968
Post-employment benefits 10,652 29,116
8,193,533 5,845,237
Capital transactions
Acquisition of tangible capital assets (9,493,057) (7,483,425)
Proceeds on sale of tangible capital assets 34,504 51,250
Capitalization (acquisition) of tangible capital
assets under construction 3,014,193 (2,959,833}

Investing transactions

(6,444,360)

(10,392,008)

Increase in investments (376) {166,863)
Financing transactions
Increase (decrease) in bank indebtedness {2,659,411) 2,659,411
Proceeds from issuance of long-term debt 747,889 859,640
Repayment of long-term debt (747,951) (579,765)
(2,659,473) 2,939,286
Net change in cash and cash equivalents (910,676) (1,774,348)
Cash and cash equivalents, beginning of year 2,057,197 3,831,545
Cash and cash equivalents, end of year $ 1,146,521 § 2,057,197

The accompanying summary of significant accounting policies and notes are an integrat part of these consolidated financial statements.
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December 31, 2010

The Corporation of the Town of Fort Frances
Summary of Significant Accounting Policies

Management's
Responsibility for the
Financial Statements

Basis of Consolidation

The consolidated financial statements of the Municipality are the
responsibility of management. They have been prepared in accordance
with Canadian generally accepted accounting principles established by
the Public Sector Accounting Board of the Canadian Institute of
Chartered Accountants.

The consolidated financial statements reflect the assets, liabilities,
revenue and expenses of all municipal organizations, committees and
Boards which are owned or controlled by the Municipality. All interfund
assets and liabilities and revenues and expenditures have been
eliminated on consolidation.

The following boards and municipal enterprises owned or controlled by
Council have been consolidated:

Library Board
Waterworks
Business Improvement Area

A government partnership exists where the Municipaiity has shared
control over the board or entity. The Municipality's pro-rata share of
the assets, liabilities, revenues and expenditures are reflected in the
consolidated financial statements using the proportionate consolidation
method. No proportionate interest or government partnerships are
reflected in the consolidated financial statements.

The following boards are not consolidated:

Northwestern Health Unit
Rainy River District Social Services Administration Board

Government business enterprises are separate legal entities which do
not rely on the Municipality for funding. The Municipality's government
business enterprises consist of investments in Fort Frances Power
Corporation and Fort Frances Network Services Corporation. These
investments are accounted for using the modified equity basis of
accounting. Under this method, the government business enterprise’s
accounting policies, which follow Canadian generally accepted
accounting principles for publicly accountable enterprises, are not
adjusted to conform with Public Sector Accounting Standards and inter-
entity transactions and balances are not eliminated.



December 31, 2010

The Corporation of the Town of Fort Frances
Summary of Significant Accounting Policies

Basis of Accounting

Cash and Cash
Equivalents

Investmenis

Loans Receivable

Tangible Capital
Assets

Revenues and expenditures are reported on the accrual basis of
accounting. The accrual basis of accounting recognizes revenues as
they become available and measurable; expenditures 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.

The consolidated statement of financial position reflects all of the
financial assets and liabilities of the Municipality. Financial assets are
those assets which could provide resources to discharge existing
liabilities or finance future operations, Non-financial assets are not
available to discharge existing liabilities 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 ordinary course of
operations. The change in non-financial assets during the vyear,
together with the excess of revenues over expenses, provides the
change in net financial assets for the year. Accumulated surplus
represents the financial position of the Municipality, and is the
difference between its' assets and liabilities. This provides information
about the Municipality's overall future revenue requirements and its'
ability to finance activities and meet its' obligations.

Management considers all highly liquid investments with maturity of
three months or less at acquisition to be cash equivalents.

The Municipality accounts for its investments at cost. The carrying
value of an investment is written down to its net recoverable amount if
a decline in value is judged to be other than temporary.

Loans receivable are reported on the Municipality's consolidated
statement of financial position at the lower of cost and net recoverable
value.

Tangible capital assets are recorded at cost less accumulated
amortization. Cost includes all costs directly attributable to acquisition
or construction of the tangible capital asset including transportation
costs, installation costs, design and engineering fees, legal fees and site
preparation costs. Contributed tangible capital assets are recorded at
fair value at the time of the donation, with a corresponding amount
recorded as revenue. Amortization is recorded on a straight-line basis
over the estimated life of the tangible capital asset commencing once
the asset is available for productive use as follows:

Land improvements 40 years
Buildings 40 years
Machinery and equipment 10 to 15 years
Roads and bridges 15 to 80 years
Water infrastructure 40 to 80 years
Sewer infrastructure 40 to 80 years
Vehicles 7 to 12 years
Computer hardware and software 5 years



December 31, 2010

The Corporation of the Town of Fort Frances
Summary of Significant Accounting Policies

Trust Funds

Revenue Recognition

Deferred Revenue

Government Transfers

Schoo! Boards

Solid Waste Landfills

Use of Estimates

Trust funds held in trust by the Municipality, and their related
operations, are not included in these consolidated financial statements.
The financial activity and position of the trust funds are reported

separately on the trust funds statement of continuity and balance
sheet,

The Municipality prepares property tax billings based on assessment
rolls issued by the Municipal Property Assessment Corporation (MPAC),
in accordance with rates established and approved annually by council
and the Province of Ontario. Taxation revenue is recognized in the
period in which the taxes are levied.

User fees and other revenues are recognized when the services are
performed or goods are delivered and there is reasonable assurance of
collection.

Funds received for specific purposes which are externally restricted by
legislation, regulation or agreement and are not available for general
municipal purposes are accounted for as deferred revenue on the
consolidated statement of financial position. The revenue is recognized
in the consolidated statement of operations in the year in which it is
used for the specified purpose.

Government transfers, which include legislative grants, are recognized
in the consolidated financial statements in the peried in which events
giving rise to the transfers occur, providing the transfers are
authorized, any eligibility criteria have been met, and reasonable
estimates of the amount can be made.

The Municipality collects taxation revenue on behalf of the school
boards. The taxation, other revenues, expenditures, assets and
liabilities with respect to the operations of the school boards are not
reflected in these consolidated financial statements.

The estimated costs to close and maintain solid waste landfill sites are
based on estimated future expenses in current dollars, discounted,
adjusted for estimated inflation, and are charged to expense as the
landfill site’s capacity is used.

The preparation of consolidated financial statements in accordance
with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the
consolidated financial statements, and the reported amounts of
revenues and expenses during the reporting peried. Actual results
could differ from management’s best estimates as additional
information becomes available in the future.



The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

1. Cash and Cash Equivalents
The balance of cash reported on the consolidated statement of financial position is made up
of the following:
2010 2009
Unrestricted $ 304,986 § 58,622
Restricted by Council resolution 841,535 1,998,575
$ 1,146,521 § 2,057,197
Certain surplus funds are set aside by by-laws or Council resolution for specific purposes and
referred to as reserve funds. Cash and cash equivalents restricted by Council resolution
represent assets that are maintained in respect of those reserve funds. (Note 10)
2. Investments
2010 2009
Restricted by Council resolution $ 6,687,331 S 6,446,566
Other 13,132 253,521
$ 6,700,463 § 6,700,087
The income from investments for the year was $240,756 (2009 - $320,684). The
Municipality's restricted investments have a market value of $6,824,864 (2009 - $6,625,914).
The Municipality's other investments have a market value of $13,132 (2009 - $253,521).
Certain surplus funds are set aside by by-laws or Council resolution for specific purposes and
referred to as reserve funds. Investments restricted by Council resolution represent assets
that are maintained in respect of those reserve funds. (Note 10)
3. Investment in Government Business Enterprises

2010 2009
Fort Frances Power Corporation $ 5,613,401 § 5,596,349
Fort Frances Network Services Corporation 58,015 58,325

$ 5,671,416 § 5,654,674
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

3.

Investment in Government Business Enterprises (continued)
Fort Frances Power Corporation

Fort Frances Power Corporation is a Corporation that was created for the purpose of
distributing electrical power to the Town of Fort Frances. The Municipality holds 100% of
the common shares of Fort Frances Power Corporation. The condensed supplementary
financial information is as follows:

2010 2009

Financial position

Current assets $ 5,636,445 § 3,860,225

Property, plant and equipment 3,074,231 2,909,521

Regulatory assets 819,928 643,663

Future income tax assets 224,413 213,990
Total assets 9,755,017 7,627,399

Current liabilities 3,349,647 1,184,600

Employee future benefits 114,568 109,715

Regulatory liabilities 677,401 736,735
Total liabilities 4,141,616 2,031,050
Net assets

Equity 5,613,401 5,596,349
Total net assets 5,613,401 5,596,349
Results of operations

Revenue 7,591,625 7,095,159

Expenses {7,574,573) (7,152,823)

Net income {loss) for the year $ 17,052 § (57,664)
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December 31, 2010

The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

3.

Investment in Government Business Enterprises (continued)

Fort Frances Network Services Corporation

Fort Frances Network Services Corporation is a Corporation that was created for the purpose
of providing utility maintenance services to the Town of Fort Frances. The Corporation was
also an investor in Norwest Mobility, a cellular phone provider. The Municipality holds 100%

of the common shares of Fort Frances Network Services Corporation,

supplementary financial information is as fotlows:

Financial position
Current assets
Accounts receivable

Total assets

Current liabilities
Due to shareholder

Total liabilities

MNet assets
Equity

Total net assets
Results of operations
Revenue

Expenses

Net loss for the year

The condensed

2010 2009
S 58,917 § 60,994
48 -

58,965 60,994
950 1,000

- 1,669

950 2,669

58,015 58,325
58,015 58,325

590 249

(900) (450)

$ (310) $ (201)
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

4. Loans Receivable
Loans receivable reported on the consolidated statement of financial position are comprised
of the following:
2010 2009
Fort Frances Community Clinic loan, repayable at
$5,555.56 monthly, non-interest bearing. Matures
August 1, 2022, S 777,777 S 844,444
Debenture debt, annual payments of $34,026.00,
including interest at 9%. Matures September 1, 2016. 152,800 171,400
$ 930,577 § 1,015,844
Loans receivable are restricted by Council resolution and represent assets that are
maintained in respect of reserve funds. {Note 10)
5. Bank Indebtedness
Bank indebtedness is secured by general security agreements covering certain assets of the
Municipality. The maximum authorized amount is $4,000,000 and bears interest at the prime
rate.
6. Deferred Revenue

Externally
restricted
Opening Contributions investment Revenue Ending
balance received income __recognized balance
Federal gas
tax S 300,450 $ 576,386 § 14,763 $  (799,256) S 92,343
Infrastructure
programs 10,930 - - {10,930)
Other 13,497 62,908 - (13,497) 62,908

S 324,877 5 639,294 § 14,763 $  (823,683) 5 155,251

Federal Gas Tax

The Federal Government advances the Municipality funding related to gascline tax. This
funding must be spent on approved infrastructure projects. The funding can be deferred for

a maximum of 3 years.
Infrastructure Programs
These programs relate to various capital grants that are required to be spent on

infrastructure, Until the funding has been spent on infrastructure it has not been earned
and therefore, has been deferred.
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

7.

Net Long-term Debt

Net long-term debt reported on the consolidated statement of financial position is
comprised of the following:

2010 2009

Demand bank loan, payable at $21,030.50 monthly,
including interest at 2.92%. Matures November 30, 2013. S 704,773 § 932,935

Demand bank loan, payable at $15,557.64 monthly,
including interest at 3.29%. Matures December 24, 2014. 698,820 859,640

Debenture debt, annual payments of $229,023.48, including
interest at rates between 6.3% to 9%. Matures
December 1, 2017. 2,333,152 2,592,930

Northern Ontario Heritage Loan, annual payments of
$99,191. Interest at 5% if principle payments in default.
Matures January 1, 2010, - 99,191

Demand bank loan, payable at $7,790.51 monthly,
including interest at 3.31%. Matures December 30, 2013. 747,889

$ 4,484,634 S 4,484,696

Principal and interest repayments relating to net long-term debt of 54,484,634 outstanding
are due as follows:

Principal
Repayments Interest Total
2011 $ 771,503 § 208,421 § 979,924
2012 802,228 174,579 976,807
2013 813,563 139,126 952,689
2014 612,288 106,003 718,291
2015 451,061 77,477 528,538
Thereafter 1,033,991 74,883 1,108,874

S 4,484,634 S 780,489 S 5,265,123

The gross interest paid relating to the above long-term debt was $211,911 (2009 -
$224,821).
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

8.

Solid Waste Closure and Post-Closure Liabilities

Solid waste closure and post-closure care requirements have been defined in accordance
with industry standards and include final covering and landscaping of the landfill, removal of
ground water and leachates, and ongoing environmental monitoring, site inspection and
maintenance. The present value of the Municipality’s estimated future liability for this
expense is recognized as the landfill site’s capacity is used. The liability and annual expense
is calculated based on the ratio of utilization to total capacity of the landfill site and the
discounted estimated cash flows associated with closure and post-closure activities.

The liability for the landfill site is recorded at $229,570 and represents the present value of
closure and post-closure costs for 100% of the current site's opened cells, using the average
long-term borrowing rate of 6,0%. The liability is recorded based on the capacity of the
landfill used to date. The total estimated future expenditures for closure and post-closure
care are $424,524 leaving an amount to be recognized of $194,954. The estimated
remaining capacity of the site's opened cells are approximately 173,375 cubic meters, which
will be filled in 19 years. Post-closure care is estimated to continue for a period of 25 years.

The liability is expected to be funded through budget allocations to a landfill reserve over
the remaining life of the landfill.
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

10. Accumulated Surplus

The Municipality segregates its accumulated surplus in the following categories:

2010 2009
Investment in tangible capital assets
Tangible capital assets $87,827,609 S 81,992,479
investment in tangible capital assets under construction 295,728 3,309,921
Long-term debt (4,484,634) (4,484,696)
Local improvements to be recovered in future years {14,560) (27,335)
Total investment in tangible capital assets 83,624,143 80,790,369
General operating 318,034 207,318
Water - (42,079)
Sewer - (107,324)
Business improvement area 9,919 4,648
Total operating surplus 327,953 62,563
Other allocated deficits
Landfill closure (229,570) (222,602)
Employee future benefits (21,000) (21,000)
Total other allocated deficits (250,570) (243,602)
Reserve funds
Waterworks projects 4,140,807 3,503,833
Water pollution control plant 1,078,312 924,284
Replacement of vehicles and equipment 1,266,231 1,147,971
Library building 205,653 751,279
Landfill closure 233,776 226,067
Parks and cemeteries 46,264 39,758
Social and family assistance 22,383 21,645
Corporate projects 1,602,958 1,876,863
Townsend theatre 78,931 76,346
Total reserve funds 8,675,315 8,568,046
Working capital reserve 735,906 735,906
Investment in government business enterprises 5,671,414 5,654,674

$98,784,161 S 95,567,956

The investment in tangible capital assets represents amounts already spent and invested in
infrastructure and other non-financial assets.

Reserve funds represent funds set aside by by-law or Council resolution for specific
purposes.
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

11. Other Income

2010 2009
Penalties and interest on taxes S 164,210 § 213,867
Rents, concessions and franchises 147,532 91,880
Donations 173,722 212,453
Gain (loss) on sale of land and capital assets {(18,610) 80,699
Provincial offences 397,969 330,974
Insurance proceeds and other recoveries 43,823 233,510
$ 908,646 S 1,163,383

12. Expenses by Object
2010 2009
Salaries, wages and employee benefits $ 8,003,569 S 7,918,210
Long-term debt charges - interest 211,911 224,821
Materials 4,038,471 4,095,831
Contracted services 4,391,507 4,179,636
Rents and financial expenses 738,392 660,683
Contributions to other organizations 3,068,669 3,127,374
Amortization 3,604,813 3,075,028
$24,057,332 $ 23,281,583

13.

Contingent Liabilities

Various lawsuits have been filed against the Municipality for incidents which arose in the
ordinary course of business as well as land claims. These lawsuits include the following

specific claims:

A claim against the Municipality relating to damages to J.W. Walker Elementary School as a
result of a gas explosion on February 27, 2008. The amount claimed is $3,500,000 plus
business interruption expenses, special damages, interest and costs. Should any loss result
from this claim it is expected that Corporate liability insurance will fully cover any amounts

which might become payable as a result of this claim.

19



The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

13. Contingent Liabilities (continued)

A claim in the amount of $1,000,000 has been filed against the Municipality that is in
relation to disputed costs between the Municipality and a contractor involved in the
rehabilitation of Municipal infrastructure.

The Municipality is the defendant in a claim relating to damages arising from a personal
injury suffered by an individual while the Municipality was undertaking utility work. The
amount claimed is $1,500,000 plus interest and costs.

The Municipality is the defendant in a claim relating to damages arising from a property
damage suffered by a Corporation while the Municipality was undertaking capital
construction work. The amount claimed is $5,000,000 plus interest and costs. Management
believes this claim will be insured by the insurance policy of the contractor involved, as the
Municipality has been specifically added to the insureds policy in relation to the capital
work in guestion.

In the opinion of management and legal counsel, the outcome of the lawsuits, now pending,
is not determinable. Should any loss result from the resolution of these claims, such loss
will be charged to operations in the year of resolution.

14, Commitments
(a) As a result of the restructuring of Rainycrest Home for the Aged, the Corporation has
agreed to annual contributions to Riverside Health Care Facilities, Inc. for support of
Long-term Care Programs and Services, until the year ended December 31, 2017.

The committed annual payments for the next five years and thereafter are as follows:

Year Amount
2011 5363,766
2012 $303,138
2013 $242,160
2014 $181,883
2015 §120,904

Thereafter § 60,276

(b) In accordance with the Ontario Economic Development Financial incentive Plan, the
" Town entered into a Realty Tax Increment Equivalent Program on the "Bio-Mass”
property. Under the terms of this program a grant will be provided using a three year
phased process that provides a percentage of the municipal portion of the increase in
property taxes relating to that specific building improvement.

15. Operations of School Boards

2010 2009

During the year, the following taxation revenue was
raised and remitted to the school boards $ 2,140,700 S 2,628,381
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

16.

Pension Agreements

The Municipality makes contributions to the Ontario Municipal Employees Retirement Fund
(OMERS), which is a multi-employer plan, on behalf of 110 members of its staff. This plan is
a defined benefit plan which specifies the amount of the retirement benefit to be received
by the employees based on the length of service and rates of pay. Employees and employers
contribute jointly to the plan.

Because OMERS is a multi-employer pension plan, any pension plan surpluses or deficits are a
joint responsibility of the Ontario municipal organizations and their employees. As a result,
the Municipality does not recognize any share of the OMERS pension surplus or deficit. The
amount contributed to OMERS for 2010 was $431,535 {2009 - $380,390) for current services.
The OMERS Board rate was 6.3% to 9.7% depending on the income level for 2010 (2009 - 6.3%
to 9.5% depending on the income level).

17.

Trust Funds

The trust funds administered by the Municipality amounting to $1,563,383 (2009
$1,500,222) have not been included in the consolidated statement of financial position nor
have their operations been included in the consolidated statement of operations.

18.

Contributions to Unconsolidated Boards

The following contributions were made by the Municipality to these boards:

2010 2009

Northwestern Health Unit $ 395,414 § 395,414
Rainy River District Social Services Administration Board

Ambulance service 873,710 891,828

General assistance 383,075 533,759

Child care 111,783 115,452

Social housing 475,559 467,110

$ 2,239,541 § 2,403,563

19.

Subsequent Event

Subsequent to year end, a rate payer filed an appeal to the Municipal Property Assessment
Corporation for the reduction of their 2009, 2010 and 2011 assessment values. If the appeal
is successful, the maximum retroactive payment that the Municipality would be required to
make is $2.2 million for the municipal portion of the adjustment. In addition, the
adjustment would result in a reduction of approximately $800,000 from the Municipality's
annual taxation revenue. The Municipality is in the process of defending this appeal.
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

20. Budget

The Financial Plan (Budget) By-Law adopted by Council on June 14, 2010, was not prepared
on a basis consistent with that used to report actual results (Public Sector Accounting
Standards). The budget was prepared on a modified accrual basis while Public Sector
Accounting Standards now require a full accrual basis. The budget figures anticipated use
surpluses accumulated in previous years to reduce current year expenditures in excess of
current year revenues to SNIL. In addition, the budget expensed all tangible capital
expenditures rather than including amortization expense. As a result, the budget figures
presented in the consolidated statements of operations and change in net financial assets
represent the Financial Plan adopted by Council on June 14, 2010, with adjustments as

follows:
2010
Financial Plan (Budget) by-law deficit for the year S (29,649)
Add:
Tangible capital asset additions 9,493,057
Long-term debt principal repayments 824,328
Less:
Budgeted transfers from reserve funds (244,874)
Decrease in construction in progress (3,014,192)
Amortization (3,604,813)
Long-term debt financing {857,681)
Budget surplus per consolidated statement of operations $ 2,566,176
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The Corporation of the Town of Fort Frances
Notes to Consolidated Financial Statements

December 31, 2010

21. Segmented Information

The Corporation of the Town of Fort Frances is a diversified municipal government
institution that provides a wide range of services to its citizens. The management of the
Municipality considers decisions based on separate service areas. These service areas are:
general government, protection services, transportation services, environmental services,
health services, social and family services, social housing, recreation and cultural services
and planning and development.

Descriptions of the services and funds that management bases their decisions on, are as
follows:

General Government
General government consists of governance, Corporate management and program support.

These categories relate to operations of all of the various programs and services that the
Municipality offers to its citizens.

Protection Services

Protection is comprised of police service and fire protection. Police service is contracted out
to the Ontario Provincial Police. The fire department is responsible to provide fire
suppression service, fire prevention programs, training and education related to prevention,
detection or extinguishment of fires.

Transportation Services
The transportation services area provides construction and maintenance of the roadways
throughout the Municipality as well as the municipal airport.

Environmental Services
Environmental services consists of the management and maintenance of the sanitary sewer
system, waterworks system and waste disposal facility located within the municipal borders.

Health Services

Health services are comprised of public health services and ambulance service. The
Municipality contributes to local boards which provide these services to the citizens of the
Municipality.

Social and Family Services
Social and family services are comprised of general assistance, child care and assistance to
the aged. The Municipality contributes to local boards which provide these services to the
citizens of the Municipality.

Sacial Housing
The Municipality contributes to a local board, which provides social housing if the citizens of
the Corporation of the Town of Fort Frances require the service.

Recreation and Cultural Services
This service area consists of the operation and maintenance of local parks, recreation
facilities, cultural facilities and the town Llibrary.

Planning and Development

These services relate to zoning issues as well as planning of various municipal maintenance
projects.
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Tel: 807 274 9848 BDG Canada LLP
Fax: BO7 274 5142 375 Scott Street

www.bdo.ca Fort Frances ON P nada

Independent Auditor's Report

To the Mayor and Councilors of
The Corporation of the Town of Fort Frances

We have audited the accompanying balance sheet of the Trust Funds of the Corporation of the
Town of Fort Frances as at December 31, 2010, and the statement of continuity of the Trust
Funds for the year then ended and a summary of significant accounting policies and other
explanatory information (together “the financial statements”).

Management’s Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We
conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements 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
entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates, if any, made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion
in our opinion, the financial statements present fairly, in all material respects, the financial
position of the Corporation of the Town of Fort Frances Trust Funds as at December 31, 2010,

and the continuity thereof, in accordance with Canadian Generally Accepted Accounting
Principles.

B [pwsd Ll
Chartered Accountants, Licensed Public Accountants

Fort Frances, Ontario
July 11, 2011

BDO Canada LLP, a Canadian limited liability parinership, is a member of Bl i imi imi
network of independent member R, p P er of BDO International Limited, a UK company limited by guarantes, and forms part of the internatigial BDO



The Corporation of the Town of Fort Frances

Trust Funds
Balance Sheet

Cemetery  Cemetery Rainy River
Care and Special Community District  Skateboard 2010 2009
December 31, 2010 Maintenance Care Chest School Board Park Total Total
Assets
Cash 5 $ 15,730 § 85,279 § - % -%  101,009% 78,393
Accounts receivable
Own municipality . . 1 - . 1 -
Investments
Other 252,333 756,463 - 468,627 - 1,477,423 1,423,575
$ 252,333 % 772,193 5 85,290 5 468,627 3 - % 1,578,443 § 1,501,968
Liabilities
Own municipality $ - § 15060 § -5 - 8 -§ 15,0605 1,746
Balance capital 252,333 757,132 85,290 468,627 - 1,563,383 1,500,222
$ 252,333 § 772,193 § B5,290 § 468,627 § -4 1,578,443 § 1,501,968
Statement of Continuity
Cemetery  Cernetery Rairy River
Care and Special  Community District Skateboard 2010 2009
December 31, 2010 Maintenance Care Chest School Board Park Total Total
Balance,
beginning of the year § 243,546 § 734,617 5 62,680 S 459,485 §  (106)$ 1,500,222 5 1,022,373
Capital receipts
Care receipts and contributions 8,787 22,516 - . 31,303 485,669
Interest earned 7,857 23,575 353 9,142 - 40,927 37,047
Donations - 113,014 - 106 113,120 60,228
16,644 46,091 113,367 9,142 106 185,350 582,944
Expenditures
Administration 291 - 201 99
Interest paid to cemetery 7,857 23,575 - - . 31,432 32,243
Grants - - 90,466 - - 90,466 72,753
7,857 23,575 90,757 122,189 105,095
Balance,
end of the year $ 252,333 § 757,133 § 85,290 S 468,627 & -$ 1,563,383 § 1,500,222
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The Corporation of the Town of Fort Frances
Trust Funds
Notes to Financial Statements

December 31, 2010

1.

Summary of Significant Accounting Policies

Management’s Responsibility The financial information of the Corporation of the Town of
Fort Frances Trust Funds is the representation of
management. Precise determination of some assets and
liabilities may be dependent upon future events and estimates
and approximations. These estimates and approximations
have been based upon the available information, using careful
judgment and review.

Accrual Basis of Accounting The accrual basis of accounting recognizes revenues as they
become available and measurable; expenditures 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.

Cemetery Care and Maintenance Trust

The Cemetery Care and Maintenance Trust Fund was established in accordance with the
Cemeteries Act for the care and maintenance of certain cemetery grounds.

Community Chest Trust

The Community Chest Trust was established to provide grants to individuals to support them
with the costs of travel for medical purposes,

Rainy River District School Board Trust

The Rainy River District School Board Trust was established as security during the
construction of the new Robert Moore School and the Education Centre, and the demolition
of the old Robert Moore School.

Statement of Changes in Financial Position

A statement of changes in financial position has not been provided since the sources and
uses of cash are readily apparent from the information included in the financial statements.
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