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Independent Auditor's Report

To the Members of Council, Residents and Ratepayers of
The Corporation of the Township of Lake of Bays

Opinion

We have audited the consolidated financial statements of The Corporation of the Township of
Lake of Bays (the Municipality), which comprise the consolidated statement of financial position
as at December 31, 2021, and the consolidated statements of operations, change in net financial
assets and cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Municipality as at December 31, 2021, and its results of
operations, its change in net financial assets, and its cash flows for the year then ended in
accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Municipality in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements in Canada, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated
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
consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Municipality's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends
to liquidate the Municipality or to cease operations, or has no realistic alternative but to do so.

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

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms. 2



Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

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

e  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Municipality's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may case significant doubt on the Municipality's
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Municipality to cease to continue as a
going concern.

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

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Entity to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit finding, including any significant
deficiencies in internal control that we identify during our audit.

Bdo C ol 2LP

Chartered Professional Accountants, Licensed Public Accountants

Huntsville, Ontario
April 13, 2022



The Corporation of the Township of Lake of Bays
Consolidated Statement of Financial Position

December 31

2021

2020

Financial assets

Cash 6,293,390 $ 4,887,851
Restricted cash (Note 1) 506,617 381,356
Taxes receivable 1,647,439 1,721,320
Accounts receivable 215,998 169,378
Due from trust funds 83 -
8,663,527 7,159,905
Liabilities
Accounts payable and accrued liabilities 1,393,244 1,259,476
Tax revenue received in advance 2,029,693 2,002,447
Deferred revenue (Note 1) 506,617 381,356
Long-term debt (Note 2) 874,738 1,262,396
Due to trust funds - 3,146
4,804,292 4,908,821
Net financial assets 3,859,235 2,251,084
Non-financial assets
Tangible capital assets (Note 3) 23,283,806 24,073,418
Prepaid expenses and inventory of supplies 143,174 199,605
23,426,980 24,273,023
Accumulated surBIus SNote 42 $ 27i286|215 $ 26,524i107
On behalf of Council:
Treasurer Mayor

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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The Corporation of the Township of Lake of Bays
Consolidated Statement of Operations

(Note 5)
Budget Actual Actual
For the year ended December 31 2021 2021 2020
Revenue
Taxation (Note 6) $ 5768856 $ 5,828,904 $ 5,696,531
Government transfers - Federal - - 29,235
Government transfers - Provincial 1,318,234 1,536,421 1,194,369
Government transfers - Municipal 1,507 246 1,457
User fees and service charges 709,455 1,374,208 1,157,233
Permits, licenses and fines 652,550 1,142,218 688,249
Gain on sale of tangible capital assets - 500 2,606
Investment income 43,600 46,690 63,528
Interest and penalty on taxes 235,000 243,008 230,377
Donations 8,400 24,875 9,086
Other grants - 7,884 1,609
Obligatory reserve funds used (Note 1) 285,500 153,847 259,812
9,023,102 10,358,801 9,334,102
Expenses
General government 1,636,679 2,096,232 1,686,789
Protection services 1,410,044 1,718,021 1,348,039
Transportation services 3,501,654 3,535,646 3,463,040
Environmental services 10,457 12,955 11,551
Health services 70,050 57,068 61,532
Recreation and cultural services 1,348,703 1,542,135 1,393,153
Planning and development 592,665 634,636 600,636
8,570,152 9,596,693 8,464,740
Annual surplus 452,950 762,108 869,362
Accumulated surplus, beginning of year 26,524,107 26,524,107 25,654,745
Accumulated surplus, end of vear 3 26|977|057 $ 27'286‘215 $ 26|524i107

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
5



The Corporation of the Township of Lake of Bays
Consolidated Statement of Change in Net Financial Assets

Actual Actual
For the year ended December 31 2021 2020
Annual surplus 762,108 $ 869,362
Acquisition of tangible capital assets (Note 3) (2,727,360) (1,157,530) (1,461,065)
Amortization of tangible capital assets (Note 3) 1,947,142 1,918,064
Gain on sale of tangible capital assets (Note 12) (500) (2,606)
Proceeds on sale of tangible capital assets 500 9,931
1,551,720 1,333,686
Consumption of prepaid expenses and
inventory of supplies 56,431 (46,556)
Net change in net financial assets 1,608,151 1,287,130
Net financial assets, beginning of year 2,251,084 963,954
Net financial assets, end of year 776,673 $ 3,859,235 $ 2,251,084

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.



The Corporation of the Township of Lake of Bays

Consolidated Statement of Cash Flows

For the year ended December 31 2021 2020
Operating transactions
Annual surplus 762,108 $ 869,362
ltems not involving cash
Amortization of tangible capital assets 1,947,142 1,918,064
Gain on sale of tangible capital assets (500) (2,606)
Changes in non-cash operating balances
Taxes receivable 73,881 2,474
Accounts receivable (46,620) 241,400
Due from trust funds (3,229) 2,269
Accounts payable and accrued liabilities 133,768 (98,939)
Tax revenue received in advance 27,246 218,790
Prepaid expenses and inventory of supplies 56,431 (46,556)
2,950,227 3,104,258
Capital transactions
Acquisition of tangible capital assets (1,157,530) (1,461,065)
Proceeds on sale of tangible capital assets 500 9,931
(1,157,030) (1,451,134)
Financing transactions
Proceeds from issuance of long-term debt - 150,000
Repayment of long-term debt (387,658) (483,038)
(387,658) (333,038)
increase in cash during the year 1,405,539 1,320,086
Cash, beginning of year 4,887,851 3,667,765

Cash, end of year

—— S—

Supplementary Information

$ 6,293,390 $ 48873851

During the year, the Municipality paid cash interest in the amount of $34,346 (2020 - $46,486).

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.



The Corporation of the Township of Lake of Bays
Summary of Significant Accounting Policies

December 31, 2021

Management Responsibility

for the Financial Statements  The consolidated financial statements of The Corporation of the
Township of Lake of Bays ("Municipality") are the responsibility of
management. They have been prepared in accordance with
Canadian public sector accounting standards. The Corporation of
the Township of Lake of Bays is a municipality in the province of
Ontario. The Municipality provides services such as general
government services, protection to persons and property,
transportation and roadways, recreation, public works, planning,
parks and recreation.

Reporting Entity The reporting entity includes the Municipality and all entities that
are controlled by the Municipality.

All controlled entities are consolidated in the Municipality's
financial statements according to the Municipality's percentage
ownership. Inter-organizational balances and transactions are
eliminated upon consolidation.

Entities fully consolidated in the Municipality's financial
statements include:

Libraries (Dwight and Baysville) 100%
Cemeteries (Franklin, Sinclair, Ridout, and McLean) 100%

Basis of Accounting The financial statements have been prepared using Canadian
public sector accounting standards.

Use of Estimates The preparation of consolidated financial statements in
accordance with Canadian public sector accounting standards
requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities at the date of
the consolidated financial statements, and the reported amounts
of revenues and expenses during the reporting period. The
principal estimates used in the preparation of these consolidated
financial statements are the determination of the estimated
useful life of tangible capital assets and accrued liabilities. Actual
results could differ from management's best estimates as
additional information becomes available in the future.



December 31, 2021

The Corporation of the Township of Lake of Bays

Summary of Significant Accounting Policies

Tangible Capital Assets

Non-financial Assets

Inventory of Supplies

Deferred Revenue

Post Retirement Benefits

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:

Facilities 10 to 40 years
Roads and bridges 10 to 75 years
Equipment, fleet and vehicles 3 to 15 years

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 year, together with the
excess of revenue over expenses, provides the consolidated
change in net financial assets for the year.

Inventory of supplies are recorded at the lower of cost and net
realizable value. Inventory of materials is recorded at the lower of
average cost and net realizable value.

Revenue restricted by legislation, regulation or agreement and
not available for general municipal purposes is reported as
deferred revenue on the consolidated statement of financial
position. The revenue is reported on the consolidated statement
of operations in the year in which it is used for the specified
purpose.

The Municipality is an employer member of the Ontario Municipal
Employees Retirement System (OMERS), which is a multi-
employer, defined benefit pension plan. The Board of Trustees,
representing plan members and employers, is responsible for
overseeing the management of the pension plan, including
investment of the assets and administration of the benefits. The
Municipality has adopted defined contribution plan accounting
principles for this Plan because insufficient information is
available to apply defined benefit plan accounting principles. The
Municipality records as a pension expense the current service
cost, amortization of past service costs and interest costs related
to the future employer contributions to the Plan for past employee
service.



December 31, 2021

The Corporation of the Township of Lake of Bays

Summary of Significant Accounting Policies

Revenue Recognition

Government Transfers

District and School Boards

Trusts Under Administration

Taxes are recorded at estimated amounts when they meet the
definition of an asset, have been authorized and the taxable
event occurs. For property taxes, the taxable event is the period
for which the tax is levied. Taxes receivable are recognized net of
an allowance for anticipated uncollectible amounts.

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

Fees and user charges, licenses, permits and rents are
recognized as revenue when the services are provided and there
is reasonable assurance of collection.

Government transfers are recognized as revenue in the
consolidated financial statements when the transfer is authorized
and any eligibility criteria are met, except to the extent that
transfer stipulations give rise to an obligation that meets the
definition of a liability. Transfers are recognized as deferred
revenue when transfer stipulations give rise to a liability. Transfer
revenue is recognized in the statement of operations as the
stipulation liabilities are settled.

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

Trusts administered by the Municipality are not included in these
financial statements. The trust balances are disclosed in Note 10.
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The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

1. Restricted Cash and Deferred Revenue

2021 2020
Obligatory reserve funds
Federal gas tax $ 108,193 $ 10,807
Development Charges Act 311,375 313,549
Parkland 87,049 57,000
$ 506,617 $ 381,356

The net change during the year in the deferred revenue balances is made up as follows:

Federal Development
Gas Tax  Charges Act Parkland

Deferred revenue, beginning of year $ 10807 $ 313,549 § 57,000
Funds received during the year 197,000 - 79,710
Interest earned 386 1,673 339
Funds used during the year (100,000) (3,847) (50,000)
Deferred revenue, end of year $ 108,193 $ 311,375 $ 87,049

The above funds held as deferred revenue are restricted in their use by their respective
legislation.

1"



The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

2.

Long-Term Debt

The balance of long-term debt reported on the consolidated statement of financial position is

made up of the following:

Demand loan payable, secured by equipment, repayable
$4,311 monthly including interest at 2.98% per annum,
maturing December 2022

Demand loan payable, secured by equipment, repayable
$4,040 monthly including interest at 3.88% per annum,
maturing December 2023

Demand loan payable, secured by equipment, repayable
$4,407 monthly including interest at 3.88% per annum,
maturing December 2023

Demand loan payable, secured by equipment, repayable
$1,653 monthly including interest at 3.88% per annum,
maturing December 2023

Demand loan payable, secured by equipment, repayable
$5,397 monthly including interest at 3.04% per annum,
maturing December 2024

Demand loan payable, secured by equipment, repayable
$4,947 monthly including interest at 3.04% per annum,
maturing December 2024

Demand loan payable, secured by equipment, repayable
$3,328 monthly including interest at 3.04% per annum,
maturing December 2024

Demand loan payable, secured by equipment, repayable
$2,648 including interest at 2.29% per annum, maturing
December 2025

Demand loan payable, matured during the year

12

2021 2020
$ 50,707 $ 100,114
93,179 137,124
101,649 149,590
38,118 56,096
185,420 243,579
169,968 223,281
114,342 150,207
121,355 150,000
- 52,405
$ 874,738 $ 1,262,396



The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

2,

Long-Term Liabilities (continued)

Long-term debt payments for the next five years are due as follows:

2022 $ 346,057
2023 305,332
2024 191,962
2025 31,387

$ 874,738

Interest expense in the amount of $34,346 (2020 - $46,486) relating to the above long-term
liabilities has been recognized in the consolidated statement of operations.

The Municipality has a revolving demand facility agreement with Royal Bank of Canada. The
amount available under the facility is $3,000,000 to finance general operating requirements.
The interest rate on this facility is prime less 0.50% per annum. At December 31, 2021, the
Municipality had not drawn on this facility.

13



The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

3. Tangible Capital Assets

Equipment,
Fleet and Roads 2021 2020
Land Facilities Vehicles and Bridges Total Total
Cost, beginning of year $ 2615639 $ 12231275 $ 7034870 $ 24,930,224 $ 47,721,008 $ 46,356,423
Additions - - 299,522 858,008 1,157,530 1,461,065
Disposals - - (33,965) - (33,965) (86,480)
Cost, end of year 2,615,639 12,231,275 8,200,427 25797232 48,844,573 47,721,008
Accumulated amortization,
beginning of year - 4,274,084 5,570,426 13,803,080 23,647,590 21,818,681
Amortization - 337,505 484,803 1,124,744 1,947,142 1,918,064
Disposals - - (33,965) - (33,965) (89,155)
Accumulated amortization,
end of year - 4,611,679 6,021,264 14,927,824 25,560,767 23,647,590

Net carrying amount, end of year $ 2i615i639 $ 7,619i596 $ 2i179.163 $ 10i869|408 $ 23,283,806 $ 24,073,418

The Municipality holds various works of art and historical treasures. These items are not recognized as tangible capital assets in the
consolidated financial statements because a reasonable estimate of the future benefits associated with such property cannot be made.

14



The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

4.

Accumulated Surplus

The Municipality segregates its accumulated surplus in the following categories:

Reserves
Working capital
Cultural reserve
Disaster reserve
OLRA
Fire boat
Fire
Fire drug awareness
Elections
Building department
Development charges background study
Parks reserve
LoB Fish Habitat
Youth fund
A. Daniels Fish
Pit rehabilitation
Green
Tourism/economic development fund
General surplus reserve
Roads
Fire station 20
Fire station 30
Fire station 40
Fire station 50
Land sale
Planning aerial photo
WSIB schedule 2
Heritage
Future projects reserve

Capital outlay financed by long-term liabilities and to be
recovered in future years

Investment in tangible capital assets

Surplus
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2021 2020
$ 9,814 $ 9,814
5,000 5,000
100,000 100,000
563,901 430,476
7,521 7,521
387,762 357,762
700 700
55,452 47,138
748,747 335,517
40,000 40,000
109,023 99,000
7,290 7,290
9,643 6,443
3,135 3,135
185,241 151,200
302 302
13,509 13,509
733,918 708,918
539,054 83,400
1,100 100
14,739 14,189
7,308 2,208
37 37
4,948 4,948
355 38,355
289,796 266,545
23,506 23,506
300,689 150,689
4,162,490 2,907,702

(874,738) (1,262,396)

23,283,806 24,073,418
714,657 805,383

$ 27,286,215 $ 26,524,107



The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

4. Accumulated Surplus (continued)

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

Reserves represent amounts set aside by bylaw or council resolution for specific purposes.

5. Budget

The Financial Plan (Budget) By-Law adopted by Council on November 17, 2020. The budget
was prepared on a modified accrual basis while Canadian public sector accounting standards
now require a full accrual basis. Council has reviewed and approved the 2021 Report on
Excluded Expenses as required by Ontario Regulation 284/09 which expressly permits
municipalities to exclude amortization expense from the budget. The budget approved by
Council represents a balanced budget from a cash flow perspective and therefore includes
budgeted transfers from prior year's reserves and reduction of long-term debt. 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 November
17, 2020 with adjustments as follows:

2021

Financial Plan (Budget) By-law surplus for the year $ -
Add:

Capital expenditures 2,727,360

Transfers to reserves 41,000

Debt repayment 398,590
Less:

Amortization of tangible capital assets (1,800,000)

Transfers from reserves (729,000)

Proceeds from long-term debt (185,000)
Budget surplus per statement of operations $ 452,950

Under Canadian public sector accounting standards, budget amounts are to be reported on the
consolidated statement of operations for comparative purposes. The 2021 budget amounts for
the Municipality approved by Council have been restated to conform to the basis of preparation
of the revenues and expenses on the consolidated statement of operations.

16



The Corporation of the Township of Lake of Bays
Notes to Consolidated Financial Statements

December 31, 2021

6.

Operations of School Boards and the District of Muskoka

During the year, the following taxation revenue was levied and remitted to the school boards
and the District of Muskoka:

2021 2020
Taxation $ 21,566,367 $ 21,003,237
Less: school board requisitions (5,170,235) (5,121,438)
Less: upper tier requisitions (10,567,228) (10,185,268)

$ 5,828,904 $ 5,696,531

Post Retirement Benefits

OMERS provides pension services to more than 541,000 active and retired members and
approximately 1,000 employers. Each year an independent actuary determines the funding
status of OMERS Primary Pension Plan (the Plan) by comparing the actuarial value of invested
assets to the estimated present value of all pension benefits that members have earned to
date. The most recent actuarial valuation of the Plan was conducted at December 31, 2020.
The results of this valuation disclosed total actuarial liabilities of $120,796 million in respect of
benefits accrued for service with actuarial assets at that date of $117,665 million indicating an
actuarial deficit of $3,131 million. Because OMERS is a multi-employer plan, any pension plan
surpluses or deficits are a joint responsibility of Ontarioc municipal organizations and their
employees. As a result, the Municipality does not recognize any share of the OMERS pension
surplus or deficit.

Contributions made by the Municipality to OMERS for 2021 were $264,911 (2020 - $283,058).

Contingent Liability

During 2014, the Government of Ontario expanded regulations to include six additional
cancers presumed to be work-related for firefighters under the Workplace Safety and
Insurance Act. This change is retroactive to January 1, 1960. During the years 1996 to 2004,
the Municipality was a schedule 2 employer for WSIB, meaning that the Municipality self-
insured for WSIB benefits. This change in regulations may give rise to liabilities of the
Municipality for work-related cancers incurred by firefighters during this time. The Municipality
is assessing the impact of this change and is unable to determine whether a liability exists at
year end. Consequently, no provision has been made in these financial statements for any
liability that may result.
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