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SCRIMGEO

CHARTLER [i\l») CCOUNTANT

AUDITOR'S REPORT

To the Members of Council, Inhabitants and Ratepayers
of the Corporation of the Town of Aylmer

I have audited the consolidated statement of financial position of the Corporation of the Town of
Aylmer as at December 31, 2009 and the consolidated statements of operations and accumulated
surplus and changes in net financial assets and cash flows for the year then ended. These consolidated
financial statements are the responsibility of the Town's management. My responsibility is to express
an opinion on these consolidated financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that I plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In my opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Town as at December 31, 2009 and the results of its operations and the
changes in its net financial assets and cash flows for the year then ended in accordance with Canadian
generally accepted accounting principles.

London, Canada MW : /CO(TW

August 26, 2010 LICENSED PUBLIC ACCOUNTANT

Suite 950, 495 Richmond Street London, Ontario NOA 5A9 « Phone: 519-672-6811 I'ax: 519-672-9757




Statement 1
CORPORATION OF THE TOWN OF AYLMER
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31. 2009
(with comparative balances as at December 31, 2008)

2009 2008
FINANCIAL ASSETS
Cash and short-term investments $ 2,616,999 $§ 4,052,336
Loan receivable (note 3) 2,263,500 2,263,500
Taxes receivable 633,838 473,965
Accounts receivable 606,838 619,916
Investment in ERTH Corporation (note 5) __2.689.149 __2.790.208
—8.810.324 10,199.92
LIABILITIES
Accounts payable and accrued liabilities 1,132,428 817,045
Other current liabilities 71,052 119,319
Deferred revenue (note 8) 441,857 449,777
Employee post-retirement benefit liabilities (note 7) 672,179 1,359,422
Net long-term liabilities (note 9) 3.857.909 4.834.488
6.175.425 7.580.051
NET FINANCIAL ASSETS 2.634.899 2.619.874
NON FINANCIAL ASSETS
Tangible capital assets (note 1) (Schedule 1) 54,422,520 52,341,141
Work in progress 289,267 916,085
Prepaid expenses 88.255 101.693
54,800,042 53.358.919
ACCUMULATED SURPLUS (note 10) $_57.434941 $_55.978.793

The accompanying notes are an integral part of these financial statements.



Statement 2
CORPORATION OF THE TOWN OF AYLMER
CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS
FOR THE YEAR ENDED DECEMBER 31, 2009
(with comparative balances for the year ended December 31, 2008)

Budget Actual Actual
2009 2009 2008
REVENUES
Property taxation $ 4544743 $ 4,673,380 $§ 4,251,051
User charges 3,131,189 2,734,930 2,305,589
Government grants 2,077,980 1,976,312 1,252,698
Investment income 267,000 260,884 424,736
Penalty and interest on taxes 65,000 82,451 62,696
Investment increase (decrease) in ERTH
Corporation (note 5) (101,059) (90,810)
Other revenue 103.282 133.377 193.818
10.189.194 9.760.275 8,399.778
EXPENDITURES
General government 1,123,035 1,075,321 1,033,724
Protection to persons and property 2,620,272 2,788,879 2,609,744
Transportation services 716,022 1,067,597 990,189
Environmental services 2,544,832 2,964,157 2,501,572
Health services 157,922 222,926 196,268
Recreation and cultural development 1,432,407 1,288,192 1,257,426
Planning and development 175.200 174.657 289,486
8.769.690 9,581,729 8.878.409
Net operating revenues over expenditures
(expenditures over revenues) 1.419.504 178.546 (478.631)
OTHER REVENUES
Government transfers related to capital 759,302 319,653 2,598,885
Developer contributions related to capital 270,706 270,706 274,584
Net decrease in post retirement benefits 687.243
1,030.008 1.277.602 2.873.469
Net revenues over expenditures for the year (note 14) 2,449,512 1,456,148 2,394,838
Accumulated surplus, beginning of year (note 14) 55.978.793 55.978.793 53.583.955

ACCUMULATED SURPLUS, END OF YEAR $_58.428.305 §_57.434941 $_55,978.793

The accompanying notes are an integral part of these financial statements.



Statement 3

CORPORATION OF THE TOWN OF AYLMER
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31. 2009
(with comparative balances for the year ended December 31, 2008)

OPERATIONS
Net revenues over expenditures - Statement 2
Non-cash changes to operations

Amortization of tangible capital assets

Changes to non-cash operating balances (A)

Net change from operating activities
CAPITAL

Acquisition of tangible capital assets

Decrease (increase) in work in progress

Decrease (increase) in prepaid expenses

Net change from capital activities
INVESTING

Net change in investment in Erie Thames Power Corporation
FINANCING

Advances (repayments) of long-term liabilities
Net change in cash and cash equivalents for the year

Cash and cash equivalents, beginning of year

CASH AND CASH EQUIVALENTS, END OF YEAR

2009 2008

$ 1,456,148 $ 2,394,838
1,233,913 1,138,412
(574,842) 526,197

2115219 4.059.447

(3,315,292) (1,161,602)
626,818 (950,995)
13.438 (20.736)

(2.675.036) (2.133.333)

101.059 90.810

(976,579) (350,893)
(1,435,337) 1,666,031

4.052.336 2.386.305

$__2.616,999 §__4.052.336

(A) Net change in non-cash operating balances includes loan, taxes and other accounts receivable,
accounts payable and accrued liabilities, other accrued liabilities, deferred revenue and employee post-

retirement benefit liabilities.

The accompanying notes are an integral part of these financial statements.



Statement 4

CORPORATION OF THE TOWN OF AYLMER
CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS
FOR THE YEAR ENDED DECEMBER 31. 2009
(with comparative balances for the year ended December 31, 2008)

2009 2008
Net revenues over expenditures - Statement 2 $ 1,456,148 § 2,394,838
Amortization of tangible capital assets 1,233,913 1,138,412
Acquisition of tangible capital assets (3,315,292) (1,161,602)
Decrease (increase) in work in progress 626,818 (950,995)
Decrease (increase) in prepaid expenses 13,438 (20.736)
Increase (decrease) in net financial assets 15,025 1,399,917
Net financial assets, beginning of year 2.619.874 1.219.957
NET FINANCIAL ASSETS, END OF YEAR $__2.634.8909 $_ 2.619.874

The accompanying notes are an integral part of these financial statements.



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2009

The Corporation of the Town of Aylmer is a municipality in the 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.

1. Significant Accounting Policies

The consolidated financial statements of the Corporation of the Town of Aylmer are
prepared by management in accordance with generally accepted accounting principles for local
governments as recommended by the Public Sector Accounting Board (PSAB) of the Canadian Institute
of Chartered Accountants.

The focus of PSAB financial statements is on the financial position of the Town and changes
thereto. The Statement of Financial Position reports financial assets and liabilities. Financial assets are
available to provide resources to discharge existing liabilities or finance future operations. Net
financial assets represent the financial position of the Town and is the difference between financial
assets and liabilities. This information explains the Town's overall future revenue requirements and its
ability to finance activities and meet its obligations.

Effective January 1, 2009, the Town changed its accounting and financial reporting to
conform to the revised guidelines in the PSAB Handbook on financial reporting presentation and
tangible capital asset accounting. Current year figures are presented on this new basis. Prior year
figures have been restated on the same basis to be comparable with the current year figures. the most
significant changes are the reporting on tangible capital assets and the inclusion of the statement of
Change in Net Assets.

Significant aspects of the accounting policies adopted by the Town are as follows:
(a) Reporting Entity

These consolidated statements reflect the tangible capital assets, liabilities, revenues,
expenditures and accumulated surpluses of the reporting entity. The reporting entity includes the
activities of all local boards, joint local boards, municipal enterprises and committees of Council
including the following:

Aylmer Business Improvement Area

Aylmer Police Services

East Elgin Community Complex (Town's portion only - 50%)

East Elgin Community Complex Fundraising Campaign (Town's portion only - 50%)
East Elgin Medical Facility (Town's portion only - 44%)

ERTH Corporation (modified equity method)

Aylmer Area Secondary Water System (note 11)

All interfund assets and liabilities and revenues and expenditures have been eliminated



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

1. Significant Accounting Policies continued
(a) Reporting entity

The following are local boards, joint local boards, municipal enterprises and utilities which
are not consolidated:

Elgin Area Primary Water Board (note 11)

(b) Accrual 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.

(c) 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 costs, less
residual value, of the tangible capital assets are amortized on a straight-line basis over their estimated
useful lives as follows:

Buildings 30-50 years
Land improvements 15-80 years
Fleet 4-25 years
Equipment 7-45 years
Infrastructure - water 60-100 years
Infrastructure - sewer 60-100 years

Infrastructure - transportation 40-60 years
Infrastructure - storm sewers 80 years
Bridges and other structures 50-80 years

Amortization is charged for a half year in the year of acquisition and in the year of disposal.

The Town has a capitalization threshold of $ 10,000 so that individual assets of lesser value
are expensed unless they are pooled because collectively they have a significant value. Tangible
capital assets are recorded based on the reporting entity as described in note 1 a).

(d) Leases

Leases are classified as capital or operating leases. Leases which transfer substantially all of
the benefits and risks incidental to ownership of property are accounted for as capital leases. All other
leases are accounted for as operating leases and the related lease payments are charged to expense as
incurred.



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

1. Significant Accounting Policies continued

(e) Government Transfers

Government grants and transfers are recognized in the financial statements as revenues 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 made.

® Deferred Revenue

Grants, contributions and other amounts are received from third parties pursuant to
legislation, regulation or agreement and may only be used in the conduct of 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 expenditures are incurred, services performed, or the tangible
capital assets are acquired.

(8 Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles 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 an expenditures during the period. Actual results
could differ from these estimates.
(h) Employee Benefit Plans

The costs of retirement benefits are actuarially determined using the projected benefit
method prorated on services and management's best estimate of retirement ages of employees and
salary escalation.

() Financial Instruments

Financial instruments of the Town consist mainly of cash, accounts and taxes receivable.
The carrying values of these financial assets approximate their fair values unless otherwise disclosed.

G Short-term investments

Short-term investments are recorded at cost which approximates market value.



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31. 2009

2. Tax Revenues

Property tax billings are prepared by the Town based on an assessment roll prepared by the
Ontario Property Assessment Corporation. All assessed property values in the Town were reviewed
and new values established based on a common valuation date which was used by the the Town in
computing the 2009 property tax bills. Property tax revenue and tax receivables are subject to appeals
which may not have been heard yet. Any supplementary billing adjustments made necessary by the
determination of such appeals will be recognized in the fiscal year they are determined and the effect
shared with the County of Elgin and the appropriate school boards.

3. Loan Receivable

The loan arose on September 1, 2000 as a result of the restructuring of the Aylmer Public
Utilities Commission under Bill 35. The loan is receivable from ERTH Corporation with no specific
terms of repayment, bearing interest at a rate of 7.25% commencing January 1, 2003. In 2009,
$164,877 interest was received on this loan. The loan is convertible to Class B shares of ERTH
Corporation.

4. Operations of School Boards and the County of Elgin

Further too note 2, the Town's share of taxation revenues of the school boards and County of
Elgin are comprised of the following:

School
Boards County
Taxation and user charges $__ 1935727 $_ 2.894,098

Requisitions $__1935727 $__ 2,894,098



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

5. Investment in ERTH Corporation

As at December 31, 2009, the Town of Aylmer owns 21.1% (2008 - 21.1%) of ERTH
Corporation. As a business enterprise of the Town of Aylmer it is accounted for on a Modified Equity
basis in these financial statements. The Corporation is the electricity distribution utility for the Town's
residents. The following table provides condensed supplementary financial information for the
Corporation for the year ended December 31:

2009 2008
Financial Position
Total net assets $_12744782 $_13233.612
Results of Operations
Total revenues $ 53,628,661 $ 49,293,572
Total operating expenditures 53.956.491 48,649,549
Total net income (loss) $_ (327.830) § 644,023

ERTH Corporation declared a dividend of $ NIL in 2009 (2008 - $536,775) of which the
Town of Aylmer received $ NIL (21.1%) (2008 - $113,175). The 2007 financial statements for the
Town of Aylmer were released prior to this dividend and therefore the 2008 investment decrease
reflects the adjustment for the 2007 dividend.

Subsequent to year end, ERTH Corporation issued the Town of Aylmer an additional
274,954 Class B shares. As a result of this issuance, the Town now owns 18.69% of Class A shares
and 11.1% of Class B shares of ERTH Corporation.

6. Pension Agreements

The Town makes contributions to the Ontario Municipal Employees Retirement Fund
(OMERS), which is a multi-employer plan, on behalf of members of its staff. The 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 services and rates of pay.

The amount contributed to OMERS for the Town and Police Services Board employees for
2009 was $ 204,119 (2008 - $ 190,830) for current service and is included as an expenditure on the
Consolidated Statement of Operations.



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

7. Employee Post-Retirement Benefit Liability

Employee post-retirement benefits represents the Town's share of the cost to provide
employees with extended benefits on retirement. This liability will require funding in future periods.
The accrued benefit obligation and the net periodic benefit cost were determined by an actuarial
valuation updated in 2009 in accordance with the financial reporting guideline of PSAB 3250
established by the Public Sector Accounting Board of the CICA. The decrease in 2009 is due to a
change in the post age 65 benefits for the Town's police employees.

20009 2008
Post employment benefits - Town $ 94,074 $ 45,527
- Police Services 578,105 1.313.895
Total post-retirement benefit liability $ 672,179 $__1.359.422
Significant assumptions are as follows:
General inflation 2.00%
Discount rate 5.00%
Rate of compensation increase 3.25%
Dental cost increase 4.00%
Life insurance cost increase 3.00%

Healthcare and travel cost increase 4.00% - 6.67%



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

8. Deferred Revenue - Obligatory Reserve Funds

A requirement of the public sector accounting principles of the Canadian Institute of
Chartered Accountants, is that obligatory reserve funds be reported as deferred revenue. This
requirement is in place as provincial legislation restricts how these funds may be used and under certain
circumstances these funds may possibly be refunded. The balances in the obligatory reserve funds of
the Town are summarized as follows:

2009 2008
Parkland $ 4472 $ 4,451
Building Code 1,341 1,335
Gas tax 152,115 178,413
Development charges 283.929 265,578

$ 441857 § 449,777

9. Net Long-Term Liabilities

: 20009 2008

(a) The balance of long-term liabilities

reported on the Consolidated Statement of

Financial Position is made up of the following:

Total long-term liabilities incurred by the

municipality outstanding at the end

the year amount to $_ 3.857.909 S_ 4,834,488
(b) Of the net long-term liabilities reported in (a) of this note, § 110,982 in principal payments

are payable from 2010 to 2012 and are recoverable from user rates.

Of the net long-term liabilities reported in (a) of this note, $§ 1,554,711 in principal
payments are payable from 2010 to 2014 and $§ 2,192,216 thereafter and are recoverable from
general tax revenues.

(c) Approval of the Ontario Municipal Board has been obtained for those pending issues of
long-term liabilities and commitments to be financed by revenues beyond the term of Council and
approved on or before December 31, 1992. Those approved after January 1, 1993 have been approved
by by-law. The principal and interest payments required to service these pending issues and
commitments are within the debt repayment limit prescribed by the Ministry of Municipal Affairs.

(d) Interest paid during the year on long-term liabilities was $ 228,752 (2008 - $ 237,852)



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31. 2009

10. Accumulated Surplus

The accumulated surplus at the end of the year is comprised of the following:

2009 2008
Operations - surplus (deficit)
Town $ 273,425 § 163,236
Water (80,951) 20,756
Sewer (306,342) (332,180)
Business Improvement Area 6.376 13,811

(107.492) (134.377)

Investment in tangible capital assets 50,066,431 47.007.415
ERTH Corporation net investment 5,053,708 5,144,518

Reserves set aside for specific purpose
- for working capital 303.000 303.000

Reserve funds set aside for specific purpose

- acquisition of capital assets 336,869 635,615
- replacement of sanitary and storm sewers 244,486 738,579
- replacement of water systems 321,037 947,246
- replacement of sidewalks 28,395 28,258
- industrial development 321,152 378,555
- maintenance of Municipal building 126,872 98,579
- health services 6,828 6,795
- parks development 29,233 1,227
- parking development 99,346 98,869
- police services 59,524 10,628
- arena development 137,900 106,976
- contingencies 407.652 606,910

2,119,294 3.658,237

ACCUMULATED SURPLUS $_57.434941 $_55.978.793



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

11. Contractual Obligations

(a) Elgin Area Primary Water Supply System

In accordance with a transfer order from the Ministry of the Environment, the Elgin Area
Primary Water Supply System is operated by an outside party. The Town is obligated to meet its share
of the operating costs and deficits, and repay its share of the long-term liabilities related to these
projects. The Town's share (7.54%) is based on its water consumption relative to that of other
participating municipalities and the costs associated with this consumption are reflected in the
Consolidated Statement of Operations..

The charges relating to operating costs and debt servicing are recovered through the water
rates levied by the Town of Aylmer.

Information received from the City of London as at December 31, 2009 indicates the Town
of Aylmer's share is as follows:

Outstanding
Accumulated Long-term
Surplus Liabilities
Primary Water Supply System $__1.582974 $ 481.968

The accumulated surplus and long-term liabilities indicated above are not reflected in the
accompanying consolidated financial statements as the Town does not have controlling interest in the
System.

(b) Aylmer Area Secondary Water System

In accordance with a transfer order with the Ministry of the Environment, the Aylmer Area
Secondary Water System is operated by an outside party. The Town is obligated to meet its share of
the operating costs and deficits related to these projects. The Town's share (96%) is based on its water
consumption relative to that of other participating municipalities.

The charges relating to operating costs are recovered through the water rates levied by the
Town of Aylmer. The cost of the water purchases are reflected in these financial statements.

The Town's share of the tangible capital assets are included on Schedule 1 and the
accumulated surplus.

12. Public Sector salary disclosure

There were four employees of the Police Services Board of the Town of Aylmer paid a
salary, as defined in the Public Sector Disclosure Act, 1996 of $100,000 or more.



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

13. Comparative balances

Certain prior year's balances have been reclassified to conform with the current year's
financial statement presentation.

14. Prior Period Adjustments

The Municipality has restated its consolidated financial statements for the year ending December
31, 2008 to comply with the provisions of Section 3150 of the Public Sector Accounting Board Handbook
which requires governments to record and amortize their capital assets on their financial statements. The
standards require the recognition of all non-financial assets including tangible capital assets as described in
the Municipality's tangible capital asset policy, work in progress, land held for resale, prepaid expenses,
and inventories of supplies as assets on the Consolidated Statement of Financial Position. In addition,
revenue from contributed assets and amortization of tangible capital assets were recorded on the
Consolidated Statement of Operations and Accumulated Surplus. This change in accounting policy has
been applied retroactively with the restatement of the prior period. The impact of adopting the tangible
capital asset standard on the prior year's balances was as follows:

Adjustments to the opening 2008 accumulated surplus

Increase in tangible capital assets $ 52,317,951
Decrease in other non financial assets (6,193,910)
Decrease in other net financial assets (525.209)
Increase in opening 2008 accumulated surplus 45,598,832

Adjustments to 2008 excess revenue over expenditures

Excess revenues over expenditures, previously reported $ 1,420,653
Add:

Assets capitalized but previously expensed 1,161,602

Assets recorded as work in progress previously expensed 950,995
Less:

Amortization of tangible capital assets (1,138,412)

Loss on disposal of capital assets

Excess revenues over expenditures, restated $__2.394.838



CORPORATION OF THE TOWN OF AYLMER
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009

15. Segmented Information

Segmented information is presented on Schedule 2. The Town of Aylmer is a diversified
municipality and provides a wide range of services to its citizens including police, fire, transportation and
community services, including recreation and planning. The general government segment includes such
functions as finance, council and administrative offices.






