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‘T'o His Worship the Mayor and
Members of the City Council

We have audited the accompanying consolidated financial statements of the City of Summerside, which
comprise the consolidated statement of financial position as at December 31, 2010, the consolidated
statements of operations and changes in fund balances, cash flows and changes in net debt 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 financial statements in
accordance with Canadian generally accepted accounting principles fot local governments, as
recommended by the Public Sector Accounting Board, and fot such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatetnent, whether due to fraud or error.

Auditor’s responsibility

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

An audit involves performing procedutes to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgtment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
etror. In making those risk assessments, the auditor considers intetnal control televant to the City’s
preparation and fair presentation of the financial statements in order to design audit procedures that arc
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the City’s internal control. An audit 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 financial staterents.

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

Opinion

Inpour opinion, the financial statements present fairly, in all matetial respects, the financial position of
the City of Summerside as at December 31, 2010, and its financial petformance and its cash flows for
the yeat then ended in accordance with Canadian generally accepted accounting principles for local
governments, as tecommended by the Public Sector Accounting Board.
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Summerside, Prince Edward Island

March 15, 2011 Chartered Accountants
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Consolidated Statement of Operations
Year Ended December 31

2010 2010 2009
Budget Actual Actual
(Unaudited)
Revenue
General Fund $ 15,905,197 §$ 18,091,001 $ 15,756,608
Electric Utility 17,809,887 20,554,369 20,297,131
Water Utility 1,559,859 1,561,500 1,559,859
Sewer Utility 2,625,180 2,693,915 2,584,364
Summerside Community Network 588,264 526,087 602,452
38,578,387 43,426,872 40,800,414
Expenses
General Fund 15,995,171 17,252,597 14,685,478
Electric Utility 17,700,446 18,053,668 20,214,008
Water Utility 1,659,859 1,502,054 1,513,205
Sewer Utility 2,545,940 2,725,311 2,728,344
Summerside Community Network 588,264 596,260 658,085
38,389,680 40,129,890 39,798,120
Excess of Revenues over Expenses $ 188,707 3,296,982 1,001,204
Transfers and Cther (Note 6) (17,040} 153,924
Change in Fund Balances 3,279,942 1,165,218
Opening Fund Balances 43,379,233 42,224,015
Closing Fund Balances $ 46,659,175 $ 43,379,233

See accompanying notes to the consclidated financial statements.



Consolidated Statement of Financial Position

December 31

Financial Assets

Receivables

Restricted Short Term Investments
Sinking Fund Investments, at Market Value

Liabilities

Bark Indebtedness

Payables and Accruals
Trade and Customer Deposits
Accrued Interest

Long Term Debt (Note 10)
Interim
Long Term

Sick Leave

Future Pension Payments

NET DEBT

Non-Financial Assets

Intangibles, Net of Amortization

Tangible Capital Assets, Net of Amortization (Note 9)
Deferred Contributions, Net of Amortization (Note 9)

Inventory of Materials and Supplies, at Cost

NET ASSETS

Fund Balances
Reserve Funds
Revenue and Capital Funds (Note 3)

2010

$ 12,763,240 1
111,394
1,883,779

14,758,413

8,466,464

8,322,064
588,817

6,533,782
68,267,352
1,452,677
431,102
94,062,258
(79,303,845)
13,159

192,073,801
(67,165,929)

124,921,031
1,041,989

125,963,020

$ 46,659,175
$ 991,270
45,667,905

$ 46,659,175

2009

$ 20,347,561
191,835
1,835,669

22,375,065

6,945,288

7,709,607
302,312

16,232,032
68,865,309
1,329,335
506,334
101,890,307

(79,515,242)
18,002

183,959,081
(62,273,710)

121,704,273
1,190,202

122,894,475

$ 43,379,233
$ 1,252,682
42,126,551

$ 43,379,233

Commitments and Contingencies (Note 4)

On Behalf of Management

See accompanying notes to the consolidated financial statements.
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Consolidated Statement of Cash Flows

Year Ended December 31

increase {Decrease) in Cash and Cash Equivalents

Operating
Change in Fund Balances
Amortization
Change in Non-Cash Operating Woerking Capital
Change in Short Term Investments
Change in Gas Tax Advances
Change in Sinking Funds
Change in Sick Leave and Pension Liability

Financing
Change in Long Term Debt

Investing
Change in Tangible Capital Assets
Additions, Net of Deferred Contributions
Reduction of Work in Progress
Disposals
Cost
Accumulated Amortization

Net (Decreass) Increase in Bank Indebtedness

Bank Indebtedness, Beginning of Year
Bank Indebtedness, End of Year

2010 2009

$ 3,278,942 $ 1,155218
4,852,362 4,433,082
8,636,250 (3,836,708)
80,441 1,667,600
- (1,698,811)
(48,110) (84,896)
48,110 84,896
16,848,995 1,720,381
(10,296,207) 20,951,797
(8,263,306) (22,657,728)
107,249 2,455,121
4,213,504 1,277,276
(4,131,411) (1,276,369)
(8,073,964) (20,201,700)
(1,521,176) 2,470,478
(6,945,288} (9,415,766)

$ (8,466,464}

$ (6,945,288)

See accompanying notes to the consolidated financial statements.



Consolidated Statement of Change in Net Debt
Year Ended December 31

20190 2009
Consolidated Change in Fund Balances $ 3,279,942 $ 1,155,218
Change in Intangibles 4,843 4,844
Change in Inventory 148,213 72,823
Change In Net Book Value of Tangible Capital Assets {3,221,601) (15,768,618)
Decrease (Increase) in Net Debt 211,397 (14,535,733)
Net Debt, Beginning of Year {79,515,242) {64,979,509)
Net Debt, End of Year $ (79,303,845} $ (79,515,242)

See accompanying notes to the consolidated financial statements.



Notes to the Consolidated Financial Statements
December 31, 2010

1.

a)

b)

d)

Summary of Significant Accounting Policies

The consolidated financial statements of the City of Summerside are prepared by
management in accordance with Canadian generally accepted accounting principles for local
governments, as recommended by the Public Sector Accounting Board (PSAB) of the
Canadian Institute of Chartered Accountants. Significant aspects of the accounting policies
adopted by the City are as follows:

Reporting Entity

The consolidated financial statements reflect the assets, liabilities, revenues, expenses, and
changes in fund balances and in financial position of the reporting entity. The reporting entity
is comprised of all organizations and committees that are accountable to the City for
administration of their financial affairs and resources, and which are owned or controlled by
the City.

Consolidated Entities

In addition to the General Fund, the organizations included in the consolidated financial
statements are as follows:

City of Summaerside Electric Utility City of Summerside Sewer Utility
City of Summerside Water Utility Summerside Community Network

Revenue Recognition

The accrual basis of accounting is used for all funds. The accrual basis of accounting
recognizes revenues as they are earmed and measurable; expenses are recognized as they
are incurred and measurable as a result of legal obligation to pay.

Investments

Short term investments consist of Guaranteed Investment Certificates and are recorded at
quoted market value. Sinking fund investments consist of equity and fixed income
investments and are recorded at quoted market value.

Non-Financial Assets

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 normal course of operations. The change in non-financial assets
during the vyear, together with the excess of revenue over expenses, provides the
consolidated change in net financial assets (net debt) for the year.
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Notes to the Consolidated Financial Statements

December 31, 2010
1.  Summary of Significant Accounting Policies (cont’d)
f} Tangible Capital Assets
Effective January 1, 2009, the City changed their accounting policy with regards to tangible
capital assets and adopted Section 3150, Tangible Capital Assets, of the Public Sector
Accounting Board Handbook of the Canadian Institute of Chartered Accountants (“CICA”).
Tangible Capital Assets are recorded at cost, which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset.
Tangible capital assets and projects in progress are recorded at cost. During construction, the
City capitalizes interest as part of the costs of its capital assets. There was no interest
capitalized during the year {2009 - $213,338).
In compliance with Section 3150 the City records amortization of its assets over their
estimated useful lives. The straight-line method of amortization is used. Amortization begins
in the year following acquisition, excapt for major projects with revenue streams, for which
Amortization begins upon substantial completion.
Asset Useful Lives (In Years)
Plants, Buildings, Structures 20-40
Equipment and Vehicles
Engines — Generation 50
Internet/IT 5
Other Equipment and Vehicles 10-20
Distribution and Collection Systems
Electric 40
Water 83
Sewer 83
Summerside Community Network 7
Streets
Local 25
Collector : 10
Sidewalks 40
Stormlines 83
Wind Farm 25
g) Contributions in aid of construction

Infrastructure and other program grants and rebates related to tangible capital asset
purchases are recorded as contributions in aid of construction on the statement of financial
position and are amortized to contributions in aid of construction through amortization using
the same method and annual rates as the related assets are depreciated.
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Notes to the Consolidated Financial Statements

December 31, 2010

1.  Summary of Significant Accounting Policies (cont’d)

h) Management Estimates

The presentation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect
the repotted amount of assets and liabilities and disclosure of contingent liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the

reported period. Actual results could differ from those reported.

i) Sick Leave

Accumulated sick leave credits earned up to December 31, 2010 are recognized based on
related assets available to fund the future payments. The costs will be recognized in the
financial statements only when payments are made. The accumulated credits and liabilities

are allocated as follows:

2010
Accumulated Credits
Early Regular 2010
Retirement Retirement Liability
General Fund $ 1,007,448 $ 1,463,100 $ 489,226
Electric Fund 185,325 285,742 666,990
Water and Sewer 93,710 125,094 296,461
$ 1286483 $ 1,873,936 $ 1,452,677
2009
Accumulated Credits
Early Reguiar 2009
Retirement Retirement Liability
General Fund $ 964956 §$ 1,377,602 $ 447,687
Electric Fund 212,720 341,756 610,359
Water and Sewer 72,497 99,042 271,289
$ 1,250,173 $ 1,818,400 $ 1,329,335

Fair market value of the sinking funds total $1,452,677 (2009 - $1,329,335).
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Notes to the Consolidated Financial Statements
December 31, 2010

2,

Pension Plans

The City maintains a non-contributory defined benefit final average pension plan, which
covers employee services prior to November 1966. The plan provides pensions based on
length of service and the final five-year average earnings. The most recent actuarial report
was completed as of December 31, 1999. Based upon information provided by the actuaries,
the actuarial present value of accrued pension benefits as at December 31, 1999 Is
$1,471,075. The actuarial unfunded liability as at December 31, 1998 is $251,681. The net
assets available for benefits at December 31, 2010 are $431,102 (2000 - $506,334).

The City maintains a separate contributory defined benefit career average pension plan which
covers employee service after November 1966. The plan provides pensions based on a
specific percentage of an individual's salary during all years of service. The plan was
amended effective October 1, 2003 to increase contributions by both the City and members to
9% of pensicnable earnings. The amendment did not directly increase lisbilities under the
plan. Under the terms of the plan, should the required contributions exceed 18%, the City has
the right to amend the plan to reduce benefits accordingly for service accruing after the next
anniversary date of the plan or to temporarily increase the City's confributions. Total
contributions are used to provide basic benefits under the plan, including amoriization of any
deficils. Any remaining contributions are allocated to members as Member Contribution
Credits (MCC's}. The MCC's vest with the members. Accumulated MCC’s will be used by the
member to improve entittements under the plan in the following order:

1. Increase normal retirement benefits by increasing earnings used in formula to
maximum of highest average three-year eamings.

2. Reduce or eliminate early retirement reduction subject to /lncome Tax Act limit.

3. Provide pre- and post-retirement indexation to maximum levels permitted under
the Income Tax Act.

4. Provide temporary bridge benefit from retirement date to age 65 subject to
Income Tax Act limits.

5, Improve survivor benefits up to limits specified in Income Tax Acf.

The superannuation plan is a registered pension plan which allows employee contributions to
be tax deductible by the employee and investment eamings in the trust funds to be tax
sheltered. [n order to maintain their registered status, the pension administrators must agree
to administer the plan in accardance with certain rules set forth by Canada Revenue Agency.
As at December 31, 2008, the actuary determined that the pension plan’s surplus was not in
excess of the maximum surplus permitted.

10
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Notes to the Consolidated Financial Statements
December 31, 2010

2. Pension Plans {cont'd)

The most recent actuarial report was completed in June 2010 for the year ended
December 31, 2009 and indicates the present value of the accrued pension benefits and the
net assets available to provide for these benefits as shown below. Actuarial reports are

prepared annually and the report for the year ended December 31, 2010 is expected to be
completed in mid 2011,

2009
Accrued Benefit Obligations $20,876,996

Plan Assets

Fair Value, Beginning of Year 15,836,878

Return on Plan Assets 2,346,733

Administrative and Investment

Management Fees {(137,627)

Benefits Paid {684,556}

Employee Contributions 553,299

Employer Contributions 553,299

Fair Value, End of Year 18,468,026
Funded Status — Plan Deficit (2,408,970)
Investment Valuation Reserve 1,763,450
Actuarial Deficit $ (645,520)

The basis used to determine the present value of accrued pension benefits is the projected
unit credit cost method with a 0% salary assumption. The significant actuarial assumptions
adopted in measuring the Company’s accrued benefit obligations are as follows:

Expected long term rate of return on plan assets 6.5%
Inflation rate 2.5%

i1
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Notes to the Consolidated Financial Statements
December 31, 2010

3. Revenue and Capital Funds

2010 2009

Revenue Fund Balances

General $ (648,126) $ 1,206

Electric (1,366,919) (3,910,883)

Water - -

Sewer - (79,240)

Summerside Community Network 13,275 13,275
Capital Fund Balances

Investment in Tangible Capital Assets 47,207,921 45,640,439

Equity Investment in Electric 461,754 461,754
Revenue and Capital Fund Balances $ 45,667,905 $ 42,126,551

4. Commitments and Contingencies

Twe agreements for the purchase of power have been signed. The first agreement, which
terminates in October 2028, is with West Cape Wind Energy Inc. for the purchase of wind
generation power. The second agreement, which is with NB Power, will terminate on August
31, 2012.

The City has been named as defendant in several legal actions and is subject to various risks
and contingencies arising in the normal course of business. The City is defending itself against
these legal actions. The likelihood of any liability is not determinable at this time.

The City has incurred costs of defending itself and its executives from certain actions. As at
December 31, 2010, certain of these costs have been deferred pending determination of
insurability.

The City has provided a $240,000 loan guarantee to a lender in support of a loan obtained by
Downtown Summerside Inc. The principal balance of the loan at December 31, 2010 was
$190,000.

The City has agreed to pay Slemon Park Corporation $85,000 annually until 2029 in
connection with the development and cperation of the wind farm.

12
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Notes to the Consolidated Financial Statements
December 31, 2010

5. Comparative Figures

Certain of the comparative figures for 2009 have been reclassified to conform to the 2010
financial statement presentation.

8. Transfers and Other

2010 2009
Donated Assets $ - 16,912
Disposal of Assets 71,601 -
Increase (Decrease) in:
Parkland Dedication Reserve 82,490 6,800
Parkland Dedication Reserve — Land Purchase (78,898) -
World Softhall Reserve 942 {8,887)
Accommodation Levy Reserve {2,485} 33,398
PeeWee Baseball Reserve {17,208) -
Venture Centre Reserve (80,000) -
Community Access Reserve (13,482) -
Summerside Raceway Reserve - 105,801
Total Eliminations, Transfer and Other $ {17,040) § 153,024

7. Internally Generated Revenues

The City generates revenues internally through the billing of services to other departments
at rates consistent with that of billings to third parties. The following revenues have been
generated through infernal bilings and have not been eliminated from the consolidated
statement of operations:

2010 2009
Electric $ 1,935705 $ 2,080,849
Fire Alarm Monitoring 7,420 7,105
Fire Protection 483,000 483,000
IT Services 261,333 112,513
Internet Services 26,644 23,860
Storage Rental — Venture Cenire 40,530 31,144
Water & Sewer 29,212 29,185
Wind Farm Energy 2,419,161 78,626
Wind Farm Royalties 45,359 2,250
Total Eliminations, Transfer and Other $ 5,248,364 $ 2,848,532

8. Budget

The budget figures have not been audited and have been included on the financial
statements for comparative purposes only.

13
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Notes to the Consolidated Financial Statements
December 31, 2010

10. Long Term Debt

Interest Maturity
Rate % Date 2010 2009
Interim
National Bank P-77% Interim  $ 6,533,782  $12,519,509
Consclidated Credit Union  P-1.00% Interim ~ 1,349,793
Royal Bank P-.75% Interim - 2,362,640
Total Interim Financing 6,533,782 16,232,032
Long Term ‘
Loans Repaid During Year - 9,031,760
Bank of Montreal 5.76 2012 246,849 364,347
Bank of Montreal 576 2012 2,113,630 2,238,690
Bank of Montreal 5,69 2013 3,243,616 3,414,725
Pacific & Westemn 573 2013 225,215 292,301
Bank of Monireal 4.89 2014 1,307,331 1,372,603
Bank of Montreal 5,06 2016 4,186,400 4,664,300
Bank of Montreal 4,92 2017 1,675,795 1,774,370
C.LB.C 4,96 2027 27,128,824 28,132,568
Royal Bank 3.57 2013 1,915,081 1,988,645
TD Canada Trust 4.51 2019 684,524 719,000
TD Canada Trust 347 2016 592,555 680,000
TD Canada Trust 4.66 2019 240,257 248,000
TD Canada Trust 2.94 2014 51,123 63,000
TD Canada Trust 4.51 2019 2,856,152 3,000,000
CMHC — Wind Farm 4.28 2030 8,000,000 -
Royal Bank P-.65% Demand 6,900,000 7,100,000
Metro Credit Union P-.50% Demand 3,500,000 3,500,000
CCU Capitaf Line of Credit P+0% Demand 77,500 280,000
TD Canada Trust 3.41 2015 401,775 -
TD Canada Trust 3.41 2015 150,750 -
TD Canada Trust 3.41 2015 180,375 -
TD Canada Trust 2.65 2014 200,000 -
TD Canada Trust 1.66 2011 501,200 -
TD Canada Trust 3.41 2015 524,000 -
TD Canada Trust 2.92 2015 125,500 -
TD Canada Trust 3.44 2015 421,400 -
TD Canada Trust 3.44 2015 817,500 -
Total Long Term 68,267,352 68,865,309
Total Long Term Debt $ 74,801,134 § 85,097,341

Prime rate at December 31, 2010 was 3.00 % (Prime rate December 31, 2009 was 2.25%).

Scheduled principal repayments in each of the next five years are due as follows:
2011 - $3,767,934; 2012 - $3,234,662; 2013 - $3,191,987; 2014 - $3,228,678;
2015 - $3,283,060.

The above noted interim loan is bridge financing for construction projects and is
payable on demand. It is management’s intention that this loan will be paid from
contributions by other orders of government through various infrastructure funding
programs.

15
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Management Report

The City is required to present annual audited consolidated financial statements prepared in
accordance with the generally accepted accounting principles for local governments, as
recommended by the Public Sector Accounting Board of the Canadian Institute of Chartered
Accountants.

To augment the consolidated financial statements, this supplemental information provides
spacific details about the various funds included in the City’s operations. The finances of
each individual fund are combined to form the foundation for the overall financial
administration of the City including the management of funds, debt, budgeting and rate
setfing. As such, this unaudited, non-consolidated supplementary information measures
certain items, such as principal debt repayment, as a relevant expenditure for the purposes of
measuring fund requirements, balances and performance.

Respectiully submitted,

Malcolm Millar, CA -

Director of Financial Services
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General Fund

Non-Consolidated Statement of Operations

(Unaudited)
Year Ended December 31

Revenue

Expenses, Net of Recoveries
General Government
Financial Services
Human Resources and Legal Affairs
Economic Development and Heritage
Technical Services
Fire Services
Police Services
Municipal Setvices
Community Services
Major Concert
Capital Spending
Tangible Capital Assets
Other Projects

Financing and Transfers

Debt Principal Repayments
Expenses, Financing and Transfers
Change in General Revenue Fund Balance
Opening Fund Balance

Ending Fund Balance

2010 2010 2009

Actual Budget Actual
$ 18,091,001 § 15,995197 § 15,756,608
796,340 358,416 389,475
1,730,935 1,715,674 1,720,035
179,140 187,418 174,296
662,407 583,199 697,851
431,138 433,106 232,060
547,760 537,756 541,508
3,013,402 3,132,929 2,912,162
2,070,434 1,208,589 2,095,022
2,627,821 1,775,043 2,118,897
1,391,033 - -
3,223,138 3,749,441 2,721,765
309,479 - 609,350
16,983,027 14,381,571 14,213,321
1,757,306 1,613,600 1,543,257
18,740,333 15,995,171 15,756,578
(649,332) 26 30
1,206 1,206 1,176
$ (648,1126) $ 1,232 § 1,206

See accompanying notes to the General Fund.
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General Fund

Non-Consolidated Revenue Fund Statement of Financial Position

(Unaudited)
December 31

Financial Assets
Receivables
Restricted Short Term Investments
Receivable from Other Funds
General Capital Fund
Electricity Revenue Fund
Water and Sewer Revenue Fund
Summerside Community Network Capital Fund
Electric Utility Equity
Sinking Fund Investments, at Market Value

Liabilities
Bank Indebtedness (Note 2)
Payables and Accruals
Trade
Accrued Interest
Payable to Other Funds
Summerside Community Network Revenue Fund
Water and Sewer Revenue Fund
Sick Leave
Future Pension Payments

NET FINANCIAL ASSETS

Non-Financial Assets
inventory of Materials and Supplies, at Cost

NET ASSETS

Fund Balances

Reserves for Future Expenditures (Note 5)
Appropriated Surplus for Electric Utility Equity
Fund Balance

2010

3,422,822
109,191

3,332,952
2,622,679
3,440,286
136,647
461,754

489,226

14,015,557

5,143,989

7,637,026
588,817

22,778

489,226

-

13,881,836

133,721

21,698

165,419

341,71
461,754

(648,126)

155,419

2009

$ 4,758,688

110,734

3,418,323
3,744,707

145,971
461,754

465,210

13,105,387

3,207,813

7,286,915
302,312

14,749
863,769
447,688

17,622

12,130,768

974,619

28,166

1,002,785

539,825
461,754

1,206

1,002,785

See accompanying notes to the General Fund.
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General Fund

Non-Consolidated Capital Fund Statement of Financial Position

(Unaudited)
December 31

Financial Assets
Government Grants Receivable
Restricted Short Term Investments
Investment in
Electric Utility
Water Utility
Sewer Utility
Summerside Community Network
Summerside Regional Development
Corporation, at Cost

Liahilities

Bank Indebtedness (Note 2)

Long Term Debt (Note 3)

Payable to Other Funds
General Revenue Fund
Eleciric Capital Fund

NET DEBT

Non-Financial Assets

Tangible Capital Assets, Net of Amortization (Note 4)
Deferred Contributions, Net of Amortization (Note 4)

NET ASSETS

Fund Balances
Reserves (Note 5)

Investment in Tangible Capital Assets (Page 6)

2010

4,923,797
2,203

7,260,394
6,776,699
5,496,709

(138,597)

375

24,321,580

2,422,500
41,583,013

3,332,952

12,224,152

69,562,617

(35,241,037)

135,067,582
(52,616,421)

82,451,161

$ 47,210,124

2,203

47,207,921

$ 47,210,124

2009

5,442,558
81,101

7,267,588

6,717,248

5,607,345
(68,424)

375

25,047,791

1,937,500
42,839,119

3,418,323

12,099,965

61,194,907

(36,147,116)

129,275,326
(47,406,679)

81,868,647

$ 45,721,531

81,101

45,640,430

$ 45,721,531

See accompanying notes to the General Fund.
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General Fund
Non-Consolidated Statement

Assets
{(Unaudited)
Year Ended December 31

of Investment in Tangible Capital

Capital Additions
Less Capital Additions Financed by
Long Term Debt
Government Confributions
Work in Progress
Reserves

Tangible Capital Asset Expenditures
From Revenue Fund (Page 3)

Long Term Debt Refired
Increase (Decrease) in Investrnent in
Electric Utitity
Water Utllity
Sewer Utility
Summerside Community Network
Use of Parkland Dedicaticn Reserve
Use of Raceway Reserve
Donated Land

Deduct:
Amartization
L.oss on Disposal
Transfer of Asset to Electric Utility

Change in Investment in Tangible Capital Assets

Balance, Beginning of Year

Balance, End of Year

2010

$ 4,116,943

(1,080,124)
436,337
(5,648)

(244,370)

3,223,138
1,757,306

(7,194)
59,451

(110,636)

{70,473)
72,490
171,880

5,096,262

3,449,600
43,108

36,063

3,528,771

1,567,491

45,640,430

$ 47,207,921

2009

$ 21,140,968

(12,012,467)
(3,951,615)
(2,455,121}

2,721,765
1,543,257

422,001
378,652

(64,740)
(11,330)

16,903

5,006,508

3,193,921

3,193,921

1,812,587

43,827,843

$ 45,640,430

See accompanying notes to the General Fund.



Notes to the General Fund
{Unaudited)

December 31, 2010

1.

Summary of Significant Accounting Policies
Tangible Capital Assets

Effective January 1, 2009, the City changed their accounting policy with regards to tangible
capital assets and adopted Section 3150, Tangible Capital Assets, of the Public Sector
Accounting Board Handbook of the Canadian Institute of Chartered Accountants (“CICA”).
Tangible Capital Assets are recorded at cost, which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset.

Tangible capital assets and projects in progress are recorded at cost. During construction,
the City capitalizes interest as part of the costs of its capital assets. There was no interest
capitalized during the year.

In compliance with Section 3150 the City records amortization of its assets over their
estimated useful lives. The straight-line method of amortization is used. Amortization
begins in the year following acquisition, except for major projects with revenue streams, for
which Amortization begins upon substantial completion.

Asset Useful Lives {In Years)

Parks, Gardens and Trails 40
Parking Lots 20
Buildings 40
Sports and Events Fields 15-20
Equipment and Vehicles 10-20
Streets

l.ocal 25

Collector 10
Sidewalks 40
Storm Lines 83
Wind Farm 25

Bank Indebtedness
Bank indebtedness consists of a $4,802,094 advance on an operating line of credit and
$341,895 of outstanding deposits, transfers, cheques and other bank balances. The City

has an authorized operating line of credit of $6,000,000, with an interest rate of prime less
.50% of which $856,011 was unused at December 31, 2010,

Capital Fund bank indebtedness consists of a $2,422,500 advance on an authorized
capital line of credit of $2,500,000, which was used as interim funding for 2010 capital
expenditures. The interest rate is prime less .50%.

At December 31, 2010 prime was 3.00%.
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Notes to the General Fund
(Unaudited)
December 31, 2010

3. Long Term Debt

Interest

Rate %
Loans
Bank of Montreal 5.76
Bank of Montreal 5.76
Bank of Montreal 5.69
Pacific & Western 573
Bank of Montreal 4.99
Bank of Montreal 5.06
C.l.B.C 4.96
Metro Credit Union P-.50%
CCU Capital Line of Credit P-0%
TD Canada Trust — 2009 1.66

Loan Excluded from City's Debt Limit

Summerside Raceway
TD Ganada Trust

Totat Payable

Prime rate at December 31, 2010 was 3.00%.

4.51

Maturity
Date

2012
2012
2013
2013
2014
2016
2027
Demand
Demand
2011

2019

2010 2009
$ 246849 § 364,347
2,113,630 2,238,600
2,290,868 2,411,638
45,043 58,460
1,307,331 1,372,603
1,515,616 1,640,812
27,128,824 28,132,569
3,500,000 3,500,000
77,500 120,000
51,200 -
38,726,861 39,839,119
2,856,152 3,000,000
$ 41,583,013 $ 42,839,119

Scheduled principal repayments in each of the next five years are due as follows:
2011 - $2,340,264; 2012 - $1,875,550; 2013 - $1,800,105; 2014 - $1,869,647;

2015 - $1,959,377.
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Notes to the General Fund
(Unaudited)

December 31, 2010

5.

Reserves for Future Expenditures

2010
General Revenue Fund
Funded Through Restricted Short Term Investments
Accumulated Funds — World Softball $ 54,119
Accommodation Levy 55,072
Total General Revenue Funded Reserves 109,11
Unfunded
Community Access -
Peewee Baseball -
Venture Centre -
Business Park Fund 177,600
Attraction Fund 55,000
Summerside Raceway -
Total General Revenue Unfunded Reserves 232,600
Total General Revenue Reserves $  3M,7NM
General Capital Fund
Funded Through Restricted Short Term Investments
Parkland Dedication $ 2,203

2009

$ 53,177

57,5657

110,734

13,482
17,208
60,000
177,600
55,000
105,801

420,091

$ 530,825

$ 81,101

10
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Notes to the General Fund
{Unaudited)

December 31, 2010

6.

Federal Gas Tax

Under the New Deal Gas Tax Funding for Incorpeorated Communities, funding will be
allocated to incorporated communities for eligible project categories including public transit
infrastructure, water infrastructure, wastewater treatment systems, storm sewer drainage
systems, energy systems (including wind power), solid waste management and local roads
and bridges. In prior years the following allocations have been received: 2006/07
$412,702; 2007/08 $550,270; 2008/09 $687,837, 2009/10 $1,374,774. During 2010, the
City received $1,390,814. The monies received in 2007, 2008, 2009 and 2010 have been
applied against the wind generation project.

11
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Electric Utility

Non-Consolidated Statement of Operations

{(Unaudited)
Year Ended December 31

Distribution and Generation Revenue

Expenses
Power Purchased
Generation
Operations
Substation
Underground Conduit and Cables
Overhead Conductors
Poles and Fixtures
Transformers
Services
Street Lighting
Meters
Customer Service
Administration
Fiscal and Other
Interfund Allocations

Financing and Transfers
Debt Principal Repayments
Amortization

Expenses, Financing and Transfers

Change in Electric Utility Revenue Fund Balance
Opening Fund Balance

Ending Fund Balance

2010 2010 2009
Actual Budget Actual
$ 20,554,369 $ 17,809,887 $ 20,297,131
10,928,810 11,503,864 13,138,942
291,674 380,803 333,195
149,242 176,539 209,882
91,680 41,783 4,475
6,995 7,873 6,561
90,489 101,558 80,817
90,994 87,636 74,712
7,626 4,841 43,965
29,760 45107 43,511
78,528 51,994 48,338
70,097 53,910 53,362
31,220 43,822 41,628
761,547 782,639 725,936
736,989 822,500 860,007
4,050,577 3,050,577 4,040,677
17,416,128 17,192,446 19,706,008
594,277 - -
- 508,000 508,000
18,010,405 17,700,446 20,214,008
2,543,964 $ 109,441 83,123
(3,910,883) (3,994,006)
$ (1,366,919) $ (3,910,883)

See accompanying notes to the Electric Utility.
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Electric Utility

Non-Consolidated Revenue Fund Statement of Financial Position

(Unaudited)
December 31

Financial Assets
Receivables
Receivable from Other Funds
Electric Utility Capital Fund
Sinking Fund Investments, at Market Value

Liabilities
Bank Indebtedness (Note 2)
Payables and Accruals

Trade and Customer Deposits
Payable to Other Funds

General Revenue Fund
Sick Leave
Future Pension Payments

NET DEBT

Non-Financial Assets
Inventories, at Cost

NET DEFICIENCY

Fund Balances

Reserve for Deferred Line Maintenance
Reserve for Deferred Engine Maintenance
Reserve for Future Capital Expenditure

Equity Investment frorm General Revenue Fund
Fund Balance

2010
1,122,262

1,224,217

1,028,459

3,374,938

899,975
133,328

2,622,679
666,990

361,469

4,684,441

(1,309,503)

900,388

$

$

(409,115)

53,748
50,000
392,302
461,754

(1,366,919)

$

(409,115)

2009
$ 1,332,217

313,976
1,013,665

2,859,858

1,799,975
114,602

3,744,707
610,358

403,307

6,672,049

(4,013,001)

1,060,012

$(2,953,079)

$ 53,748
50,000
392,302
461,754
(3,910,883)

32953079

See accompanying notes to the Electric Utility.
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Electric Utility

Non-Consolidated Capital Fund Statement of Financial Position

(Unaudited)
December 31

2010
Financial Assets
Receivables $ 2,309,631
Due from General Capital Fund 12,224,152
14,533,783
Liabilities
Long Term Debt (Note 3)
Interim 6,533,782
Long Term 12,648,313
19,182,095
Payable to Other Funds
Electric Utility Revenue Fund 1,224,217
20,406,312
NET PEBT (5,872,529)
Non-Financial Assets
Tangible Capital Assets, Net of Amortization (Note 4) 13,448,363
Deferred Contributions, Net of Amartization (Note 4) (315,440)
NET ASSETS $ 7,260,394
Fund Balances
Investment in Tangible Capital Assets $ 7,260,394

2009

7,519,634

12,999,065

20,519,589

12,519,599

12,718,589

25,238,188

313,976

25,552,164

(5,032,565)

12,622,031

{321,878)

$

7,267,588

$

7,267,588

See accompanying notes to the Electric Utility.

14



= S

Notes to the Electric Utility
(Unaudited)
December 31, 2010

1.  Summary of Significant Accounting Policies
Tangible Capital Assets
Effective January 1, 2009, the City changed thelr accounting policy with regards to tangible
capital assets and adepted Section 3150, Tangible Capital Assets, of the Public Sector
Accounting Board Handbock of the Canadian Institute of Chartered Accountants (“CICA™).
Tangible Capital Assefs are recorded at cost, which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset.
In compliance with Section 3150 the City records amortization of its assets over their
estimated useful lives. The straight-line method of amortization is used. Amortization
begins in the year following acquisition, except for major projects with revenue streams, for
which Amortization begins upon substantial completion.
Asset Useful Lives (In Years)

Buildings 40

Substation 40

Generating Equipment

Engines — Generation B0
Other Generating Equipment 20
Distribution and Collection Systems 40
Equipment and Vehicles 10-20
2. Bank Indebtedness

Bank indebtedness consists of a $900,000 advance on an operating line of credit at

December 31, 2010 with an interest rate of prime less .50%. At December 31, 2010 prime
was 3.00%.

15
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Notes to the Electric Utility
{Unaudited)
December 31, 2010

3. Long Term Debt

Interest Maturity
Rate % Date 2010 2009
Interim
National Bank — Wind Farm  P-77% Interim § 6,533,782 $ 12,519,599
Long Term
Bank of Montreal 3.87 2010 - 428,560
Pacific & Western 573 2013 126,120 163,688
Bank of Montreal 5.06 2016 1,079,957 1,202,767
Bank of Montreal 4,92 2017 781,510 827,480
Royal Bank 3.57 2013 974,060 1,011,994
TD Canada Trust — 84 4,51 2019 402,051 422,300
TD Canada Trust — 85 3.47 2016 358,840 411,800
National Bank P-77% Demand " 8,000,000
Metro Credit Union Capital Line 2,50 Demand - 160,000
CMHC - Wind Farm 4.28 2030 8,000,000 -
TD Canada Trust — 87 3.41 2015 401,775 -
TD Canada Trust — 2009 3.41 2015 524,000 -
Total Long Term 12,648,313 12,718,589
Total Long Term Debt $ 19,182,095 § 25,238,188

Prime rate at December 31, 2010 was 3.00%.

Scheduled principal repayments in each of the next five years are as follows:
2011 - $723,066; 2012 - $642,412; 2013 - $662,595; 2014 - $636,690; 2015 - $655,940.

The above noted interim loan is bridge financing for construction projects and is payable
on demand. It is management's intention that this loan will be paid from contributions by
other orders of government through various infrastructure funding programs.
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Water Utility

Non-Consolidated Statement of Operations
{Unaudited)
Year Ended December 31

2010 2010 2009
Actual Budget Actual
Revenue
Sales to Customers $ 1,068,367 1,065,319 § 1,065,320
Fire Protection 483,000 483,000 483,000
Other 10,133 11,540 11,539
1,561,500 1,559,859 1,559,859
Expenses
Distribution Expenses 430,566 474,512 449,955
Pumping 174,576 147,549 165,606
Administration and Other 47,445 43,786 38,756
Overhead 195,714 194,200 196,935
Interfund Allocations 422,568 416,612 427,800
1,270,869 1,276,659 1,279,061
Financing and Transfers
Debt Principal Repayments 283,140 283,200 280,798
Reserve for Future Capital Expenditure 7,4 - -
Expenses, Financing and Transfers 1,561,500 1,559,859 1,559,859

Change in Water Utility Revenue Fund Balance -
Opening Fund Balance -

Ending Fund Balance $ -

See accompanying notes to the Water and Sewer Utilities.
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Sewer Utility

Non-Consolidated Statement of Operations
(Unaudited)

Year Ended December 31
2010 2010 2009
Actual Budget Actual

Revenue $ 2693915 $ 2625180 $ 2,584,364
Expenses

Disfribution - Sewer 327,971 311,377 308,617

Operations — Pollution 1,316,400 1,202,927 1,287,279

Administration and Other 56,224 43,150 43,840

Overhead 272,009 340,265 273,130

Interfund Allocations 310,665 316,621 294,958

2,283,269 2,214,340 2,297,824

Financing and Transfers

Debt Principal Repayments 331,406 331,600 365,780
Expenses, Financing and Transfers 2,614,675 2,545,940 2,663,604
Change in Sewer Utility Revenue Fund Balance 79,240 79,240 {79,240)
Opening Fund Balance {79,240) (79,240) -
Closing Fund Balance $ - § - §__ (79,240)

See accompanying notes to the Water and Sewer Utilities.

19



P S

Water and Sewer Ultilities
Non-Consolidated Combined

Financial Position
{Unaudited)
December 31

Revenue Fund Statement of

Financial Assets
Receivables
Sinking Fund Investments, at Market Value
Receivable from Other Funds
Water Utility Capital Fund
Sewer Utility Capital Fund
General Revenue Fund

Liabilities
Payables and Accruals
Trade and Customer Deposits
Payable to Other Funds
General Revenue Fund
Sewer Utility Capital Fund
Sick Leave
Future Pension Payments

NET FINANCIAL ASSETS (LIABILITIES)

Non-Financial Assets
Inventories of Materials and Supplies, at Cost

NET ASSETS

Fund Balances
Reserve for Future Capital Expenditure
Fund Balance

2010

$ 859,121
366,094

1,504,449
1,560,246

4,379,410

551,709
3,440,287

296,461
69,633

4,358,090

21,820

119,903

$ 141,723

$ 141,723

5,141,723

$

2009

940,379
356,794

426,524

853,768

2,577,465

308,186

1,959,517
271,289

85,505

2,624,497

(47,032)

102,024

54,992

134,232

(79,240)

54,992

See accompanying notes to the Water and Sewer Utilities.
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2009
$ -
344,666

344,666

4,409,927
426,524
4,836,451
(4,491,785)
12,333,200

(1,142,169)
18,002
11,209,033

$ 6,717,248

Water Utility
Non-Consolidated Capital Fund Statement of Financial Position
(Unaudited)
December 31
2010
Financial Assets
Receivables $ 60,586
Receivable from Other Funds
Sewer Utility Capital Fund 344,666
405,252
Liabilities
Long Term Debt (Note 2) 3,942,594
Payable to Other Funds
Water and Sewer Utilities 1,694,449
5,537,043
NET DEBT {5,131,791)
Non-Financial Assets
Tangible Capital Assets, Net of Amortization {Note 3) 13,083,622
Deferred Contributions, Net of Amortization {1,188,291)
Intangible Assets, Net of Amortization 13,159
11,908,490
NET ASSETS $ 6,776,699
Fund Balances
Investment in Tangible Capifal Assets $ 6,776,699

$ 6,717,248

See accompanying notes fo the Water and Sewer Utilities.
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Sewer Utility

Non-Consolidated Capital Fund Statement of Financial Position
(Unaudited)
December 31

2010 2009
Financial Assets
Receivables $ 64,646 $ 353,707
Water and Sewer Utilities Revenue Funds - 1,059,517
64,646 2,313,224
Liabilities
Long Term Debt (Note 2)
Interim - 3,106,840
Long Term 9,717,470 9,231,375
9,717,470 12,338,215
Payable to Other Funds
Water Utility Capital Fund 344,666 344,666
Water and Sewer Utilities Revenue Funds 1,560,246 -
11,622,382 12,682,881
NET DEBT {11,557,736) {10,369,657
Non-Financial Assets
Tangible Capital Assets Sewer, Net of Amortization (Note 4) 28,304,038 26,685,710
Deferred Contributions, Net of Amortization (11,249,593) (10,708,708
17,054,445 15,977,002
NET ASSETS $ 5,496,709 $ 5,607,345
Fund Balances
Investment in Tangible Capital Assets $ 5,496,709 $ 5,607,345

See accompanying notes fo the Water and Sewer Utilities.

)

)
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Notes to the Water and Sewer Utilities
{Unaudited)
December 31, 2010

1. Summary of Significant Accounting Policies
Tangible Capital Assets
Effective January 1, 2009, the City changed thelr accounting policy with regards to tangible
capital assets and adopted Section 3150, Tangible Capital Assets, of the Public Sector
Accounting Board Handbook of the Canadian Institute of Chartered Accountants (“CICA").
Tangible Capital Assets are recorded at cost, which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset.
In compliance with Section 3150 the City records amortization of its assets over their
estimated useful lives. The straightline method of amortization is used. Amortization
begins in the year following acquisition, except for major projects with revenue streams, for
which Amortization begins upon substantial completion.
Assets Useful Lives (In Years)

Water Utility

Wells and Springs 83

Buildings 40

Water Towers 83

Disfribution and Collection Systems 83

Equipment and Vehicles 10-20

Sewer Utility

Buildings 40

Lagoon 50

Distribution and Collection Systems 83

Equipment and Vehicles 10-20

2. Long Term Debt

Interest Maturity

Rate % Date 2010 2009
Water Utility
Consolidated CU P—1.00% Demand % - $ 605593
Bank of Montreal 3.87 2010 - 160,800
Bank of Montreal 3.85 2010 - 250,000
Bank of Montreal 5.69 2013 551,018 580,132
Bank of Montreal 5.06 2016 1,250,480 1,368,635
Bank of Montreal 4,92 2017 706,350 747,900
Royal Bank 3.57 2013 392,201 407,467
TD Canada Trust — 84 4.51 2019 214,973 225,800
TD Canada Trust — 85 3.47 2016 55,422 63,600
TD Canada Trust — 87 3.14 2015 150,750 -
TD Canada Trust — 88 2.65 2014 200,000 -
TD Canada Trust — 2009 3.44 2015 421,400 -

$ 3,942,594 § 4,400,927
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Notes to the Water and Sewer Utilities

(Unaudited)
December 31, 2010

2. Long Term Debt (cont’d)

Interest
Rate %
Sewer Utility
Interim
Consolidated CU P-1.00%
Royal Bank P- 0.65%
Total Interim Financing
Long Term
Bank of Montreal 5.69
Pacific & Western 573
Bank of Montreal 5.06
Bank of Montreal 4.92
Roya! Bank 3.57
TD Canada Trust — 84 4.51
TD Canada Trust — 85 3.47

TD Canada Trust — 2008 4.66
TD Canada Trust — 2009 3.44

Bank of Montreal 3.87
Bank of Monfreal 5.69
Royal Bank P-0.65%
TD Canada Trust — 84 4.51
TD Canada Trust — 87 3.41

Total Long Term

Total Long Term Debt

Prime rate at December 31, 2010 was 3.00%.

Mafurity
Date

Interim
Interim

2013
2013
2016
2017
2013
2013
2016
2019
2015
2010
2013
Demand
2019
2015

2010 2009
- $ 744200
. 2,362,640
- 3,106,840
53,921 56,770
54,052 70,152
284,023 302,243
164,475 174,150
429,265 445,975
26,753 28,100
178,292 204,600
240,257 248,000
817,500 .
. 192,400
347,809 366,185
6,900,000 7,400,000
40,748 42,800
180,375 -

9,717,470 9,231,375

$ 9,717,470  $12,338,215

Scheduled principal repayments in each of the next five years are as follows:
2011 - $658,943; 2012 - $669,829; 2013 - $681,181; 2014 - $672,960; 2015 - $630,725.
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Summerside Community Network
Non-Consolidated Statement of Operations
{Unaudited)

Year Ended December 31

2010 2010 2009
Actual Budget Actual
Revenue $ 526,087 $ 588264 §$ 602452
Expenses
Customer Service Costs 59,886 67,389 69,526
Contracted Services 36,000 60,000 72,000
Bandwidth Costs 61,594 80,000 64,698
Installation and Service 113,467 112,489 152,741
Equipment and System Maintenance 98,199 110,986 96,481
Building Maintenance and Operations 113,635 123,500 125,387
Debt Servicing 13,847 12,400 10,755
496,628 566,764 591,588
Financing and Transfers
Debt Principal Repayments 21,430 21,500 9,390
Debt Reduction Allocation 8,029 - 1,474
Expenses, Financing and Transfers 526,087 588,264 602,452
Change in Summerside Community Network
Revenue Fund Balance - % - -
Opening Fund Balance 13,275 13,275
Closing Fund Balance $ 13,275 $ 13,275

See accompanying notes to Summerside Community Network. 27
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Summerside Community Network

Non-Consolidated Revenue Fund Statement of Financial Position

(Unaudited)
December 31
2010

Financial Assets
Receivable from Other Funds

General Revenue Fund $ 22,778
NET ASSETS $ 22,778
Fund Balances
Reserve for Debt Reduction $ 9,503
Fund Balance 13,275

$ 22,778

2009
$ 14,749
$ 14,749
$ 1,474
13,275
$ 14,749

See accompanying notes to Summerside Community Network.
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Summerside Community Network

Non-Consolidated Capital Fund Statement of Financial Position

(Unaudited)
December 31
2010 2009
Liabilities
Long Term Debt (Note 3) 5 375,962 $ 271,892
Payable to Other Funds
General Revenue Fund 136,647 145,970
NET DEBT (512,609) (417,862)
Non-Financial Assets
Tangible Capital Assets, Net of Amortization (Note 4) 2,170,196 3,043,714
Deferred Contributions, Net of Ameortization (1,796,184) {2,694,276)
374,012 349,438
NET LIABILITIES $  {138,597) $ (68,424)
Fund Balances
Investment in Tangible Capital Assets $ (138,597) $ (68,424)

See accompanying notes to Summerside Community Network.

29



= S

Notes to the Summerside Community Network
(Unaudited)
December 31, 2010

1.

Nature of Operations

Summerside Community Network operates a wireless data transmission network and is an
internet service provider to residential and business customers in Prince and Queen'’s
Counties in Prince Edward Island. The provision of internet services commenced
commercial operations in 2006 under the trade name of Route 2. Summerside
Community Network also provides information technology, infrastructure, equipment and
support to all City departments.

Summary of Significant Accounting Policies

Tangible Capital Assets

Effective January 1, 2009 the City changed their accounting policy with regards to tangible
capital assets and adopted Section 3150, Tangible Capital Assets, of the Public Sector
Accounting Board Handbook of the Canadian Institute of Chartered Accountants (“CICA™).
Tangible Capital Assets are recorded at cost, which includes all amounts that are directly
atfributable to acquisition, construction, development or betterment of the asset.

In compliance with Section 3150 the City records amortization of its assets over their
estimated useful lives. The straight-line method of amortization is used. Amortization
begins in the year following acquisition, except for major projects with revenue streams, for
which-amortization begins upon substantial completion.

Asset Useful Lives (In Years)
Distribution System 7

Vehicles 10
Equipment 5

Long Term Debt

Interest Maturity

Rate % Date 2010 2009
Bank of Montreal 5.06 2016 § 56324 § 59,843
Bank of Montreal 4.92 2017 23,460 24,840
Royal Bank 3.57 2013 119,555 124,200
TD Canada Trust — 2008 2.94 2014 51,123 63,000
TD Canada Trust — 2009 2.92 2015 125,500 -

$ 375962 $§ 271,892

Scheduled principal repayments in each of the next five years are as follows:
2011 - $45,670; 2012 - $46,871; 2013 - $48,106; 2014 - $49,381; 2015 - $37,019,
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