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The Corporation of the Town of Marathon
4 Hemio Drive, P.O. Bag TM

Marathon, Ontario POT 2E0

Phone: (807) 229-1340

File No. 1-35

July 4, 2011

Re: Statement of Administrative Responsibility

The management of the Town of Marathon has prepared the accompanying financial
statements and is responsible for their accuracy and integrity. The financial statements
have been prepared by management in accordance with the accounting principles
generally accepted for the public sector as prescribed by the Public Sector Accounting
Board [PSAB] of the CICA. .

In fulfilling its responsibilities and recognizing the limits inherent in all systems,
administration has developed and maintains a system of internal control designed to |
provide reasonable assurance that the Municipality's assets are safeguarded from loss
and that the accounting records are a reliable basis for the preparation of the financial
statements.

Council reviews and approves the financial statements before such statements are
published for the residents of the Town of Marathon. The external auditors have access
to, and meet with Council to discuss their audit and the results of their examination.

The 2010 Financial Statements have been reported on by the Town of Marathon external
auditors, Grant Thornton, LLP, the auditors appointed by Marathon Town Council. The
auditors’ report outlines the scope of their audit and their opinion on the presentation of the
information included in the financial statements.

THE TOWN OF MARATHON
. /./f-ﬂﬂ_d'—‘w- |
Brian To Chuck Verbo Ri umas .

Chief Administrative Officer/ Finance & Administration Mayor
Clerk Manager / Treasurer '
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Grant Thornton

Independent Auditor's Report

Grant Thornton LLP
979 Alioy Drive
Thunder Bay, ON
P7B 528

T +1 807 345 6571

+1 800 446 4794 (Tolt Free)
F +1 807 345 0032
E ThunderBay@ca.gt.com
www.GrantThornton.ca

To the Members of Council, Inhabitants and Ratepayers of
The Corporation of the Town of Marathon

We have audited the accompanying consolidated financial statements of The Corporation of
the Town of Marathon, which comprise the consolidated statement of financial position,
consolidated statements of operations and accumulated surplus, change in net financial
assets and cash flows for the year then ended and a summary of significant accounting
policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these 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.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal coritrol relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’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 evaluatmg the overall presentation of the consolidated
financial statements.

Audit ¢ Tax * Advisory
Grant Thornton LLP. A Canadian Member of Grant Thornton international Ltd



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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of The Corporation of the Town of Marathon as at
December 31, 2010, and the results of its operations, changes in its net debt and its cash
flows for the year then ended in accordance with Canadian public sector accounting

standards.

g“wm LLP

Thunder Bay, Canada
July 4, 2011 Chartered Accountants

Licensed Public Accountants
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The Corporation of the Town of Marathon
Consolidated Statement of Financial Position

As at December 31 2010 2009
$ $
FINANCIAL ASSETS
Cash and cash equivalents 2,842,382 3,141,479
Investments [note 3] 2,000,000 200,000
Taxes receivable 1,002,884 917,697
User charges receivable 33,473 117,677
Accounts receivable 137,380 583,557
Lease receivable [note 4] 187,500 237,500
Total financial assets 6,203,619 5,197,910
LIABILITIES
Accounts payable and accrued liabilities 765,014 1,128,317
Deferred revenue [note 8] 363,564 329,934
Debt [note 9] 1,584,408 1,700,058
Obligations under capital lease [note 10] 2,650 33,667
Landfill closure and post-closure liability [note 11] 1,399,464 1,399,464
Total liabilities 4,115,100 4,591,440
NET FINANCIAL ASSETS 2,088,519 606,470
NON-FINANCIAL ASSETS
Tangible capital assets - net [note 12] [schedule 2] 35,225,922 35,271,580
Accumulated surplus [schedule 1] 37,314,441 35,878,050

See accompanying notes to the consolidated financial statements.
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The Corporation of the Town of Marathon
Consolidated Statement of Operations and

Accumulated Surplus

Year ended December 31 2010 2010 2009
Budget Actual Actual
$ $ $
[unaudited]
[note 16]
REVENUES [schedule 3]
Taxation
Residential and farm taxation 2,539,664 2,542,310 2,554,972
Commercial and industrial taxation 3,382,031 3,393,147 3,702,870
Taxation from other governments 106,106 109,515 112,917
6,027,801 6,044,972 6,370,759
Deduct
Amounts received or receivable on
behalf of school boards (683,458) (674,250)  (899,338)
5,344,343 5,370,722 5,471,421
User charges
Water and sewer 1,051,016 1,034,364 1,142,258
Other fees and service charges 1,032,980 991,115 1,019,900
7,428,339 7,396,201 7,633,579
Grants
Government of Canada 247,390 338,089 95,823
Province of Ontario 3,653,787 3,419,658 3,270,705
3,901,177 3,757,747 3,366,528
Other
Investment income 38,000 39,486 40,158
Penalties and interest on taxes 415,749 421,657 250,960
Sale of land and equipment 6,000 (268) (400)
Sundry 75,155 110,708 209,863
534,904 571,583 500,581
Total revenues 11,864,420 11,725,531 11,500,688
4
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2010 2010 2009
Budget Actual Actual
$ $ $
[unaudited]
[note 16]
EXPENSES [note 13] [schedule 3]
General government 2,697,705 2,566,807 2,588,136
Protection to persons and property 1,619,332 1,663,983 1,582,900
Transportation services 1,162,170 1,697,979 1,765,975
Environmental services 1,193,575 1,563,793 1,625,632
Health services 229,816 228,169 249,848
Social and family services 475,871 551,373 663,006
Recreation and cultural services 1,491,387 1,695,176 1,820,303
Planning and development 356,125 321,860 310,435
9,225,981 10,289,140 10,606,235
NET REVENUES 2,638,439 1,436,391 894,453
Annual surplus 2,638,439 1,436,391 894,453
Accumulated surplus, beginning of year ~— 35,878,050 34,983,597
Accumulated surplus, end of year 2,638,439 37,314,441 35,878,050

See accompanying notes to the consolidated financial statements.
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The Corporation of the Town of Marathon
Consolidated Statement of Change in Net Financial

Assets
Year ended December 31 2010 2010 2009
Budget Actual Actual
$ $ $
[unaudited]
[note 16]
Annual surplus 2,638,439 1,436,391 894,453
Acquisition of tangible capital assets (2,144,126) (1,408,715) (2,221,367)
Amortization of tangible capital assets —_ 1,436,382 1,397,800
Loss on disposal of tangible capital assets — 17,991 —
Increase in net financial assets 494,313 1,482,049 70,886
Net financial assets, beginning of year —_ 606,470 535,584
Net financial assets, end of year 494,313 2,088,519 606,470

See accompanying notes to the consolidated financial statements.
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The Corporation of the Town of Marathon
Consolidated Statement of Cash Flows

Year ended December 31 2010 2009
$ $
OPERATIONS
Annual surplus 1,436,391 894,453
Non-cash charges
Amortization of tangible capital assets 1,436,382 1,397,800
Loss on disposal of tangible capital assets 17,991 —_—
2,890,764 2,292,253
Net change in non-cash working capital
balances
Increase in taxes receivable (85,187) (352,691)
Decrease (increase) in user charges
receivable 84,204 (47,542)
Decrease in accounts receivable 446,177 1,247,583
Decrease in lease receivable 50,000 50,000
Decrease in accounts payable and accrued
liabilities (363,303) (791,128)
Increase in deferred revenue 33,630 211,938
Cash provided by operating transactions 3,056,285 2,610,413
CAPITAL
Acquisition of tangible capital assets (1,408,715) (2,221,367)
Purchase of short term investments (1,800,000) —
Cash used in capital transactions (3,208,715) (2,221,367)
FINANCING
Repayment of long-term debt (115,650) (347,958)
Principle payments on obligations under capital lease (31,017) (29,647)
Cash used in financing transactions (146,667) (377,605)
Increase (decrease) in cash and cash equivalents (299,097) 11,441
Opening cash and cash equivalents 3,141,479 3,130,038
Closing cash and cash equivalents 2,842,382 3,141,479
See accompanying notes to the consolidated financial statements.
7
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

GENERAL

The Corporation of the Town of Marathon is a municipality in the Province of Ontario,
Canada. !t conducts its operations guided by the provisions of provincial statutes such as
the Municipal Act and related legislation.

1. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements of The Corporation of the Town of Marathon are
prepared by management in accordance with accounting policies generally accepted for
the local government as prescribed by the Public Sector Accounting Board ("PSAB") of
the CICA. The more significant of these accounting policies are as follows:

[a] Basis of consolidation
Reporting entity

These consolidated financial statements reflect the financial assets, liabilities,
revenues, expenses, and accumulated surplus of the reporting entity. The reporting
entity is comprised of all organizations, local boards, and committees accountable for
the administration of their financial affairs and resources, to the Town, and which are
owned or controlled by the Town. Accordingly, the following are consolidated in these
financial statements.

Marathon Centennial Public Library Board

All interfund balances and transactions have been eliminated.

Joint local boards

The financial activities of certain entities associated with the Town are not
consolidated. The Town's contributions to these entities are recorded in the
Statement of Operations and Accumulated Surplus. The entities that are accounted
for in this manner are:

Thunder Bay District Health Unit
The District of Thunder Bay Social Services Administration Board

Trust funds

Trust funds administered by the Town have not been included in the Consolidated
Statement of Financial Position nor have their operations been included in the
Consolidated Statement of Operations and Accumulated Surplds. They are reported
separately on the Trust Fund Statement of Financial Position and Statement of
Operations and Accumulated Surplus.
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

Accounting for school board transactions

The taxation, other revenues, expenses, assets and liabilities with respect to the
operations of the school boards, are not reflected in these financial statements.

[b] Basis of accounting
Accrual accounting
The Town uses the accrual basis of accounting and recognizes revenues as they are
levied or earned and become measurable; expenses are recognized as they are
incurred and measurable as a result of receipt of goods or services and the creation
of a legal obligation to pay.
Cash and cash equivalents
Cash and cash equivalents consist of cash on hand and balances in banks.
Inventories
Inventories of supplies, including vehicle parts and road maintenance materiais, are
charged to operations when purchased. Inventories held for resale are recorded at
the lower of cost and net realizable vaiue.

Employee benefits

Vacation pay, sick leave liability and other post-employment benefits are charged to
operations in the year earned.

GrantThornton

|
‘1
|
|
|




The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010 '

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 ordinary course of operations. The change
in non-financial assets during the year, together with the annual surplus, provides the
Change in Net Financial Assets for the year.

a]

[b]

[c]

[d]

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

Land improvements 20 to 40 years
Buildings 20 to 60 vears
Vehicles 10 to 20 years
Machinery and equipment 10 to 30 years
Other 5 to 20 years
Transportation - roads and other structures 20 to 80 years
Underground and other networks 30 to 60 years

Amortization charged in the year of acquisition and in the year of disposal is
based on the number of months the asset is in use in that year. Assets under
construction are not amortized until the asset is available for productive use, at
which time they are capitalized.

Contribution of tangible capital assets
Tangible capital assets received as contributions are recorded at their fair value
at the date of receipt, and that fair value is also recorded as revenue. Similarly,

transfers of assets to third parties are recorded as an expense equal to the net
book value of the asset as of the date of transfer.

Tangible capital assets recognized at nominal value

Assets for which there is a difficulty of determining a tenable valuation are
assigned a nominal value of one dollar.

Capitalization of interest
The Town has a policy of capitalizing borrowing costs incurred when financing the

acquisition of a tangible capital asset, for those interest costs incurred up to the
date the asset goes into use, per PS 3150.17.

10




The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

[e] 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 expenses as incurred.

[fl Inventories

Inventories held for consumption are recorded at the lower of cost or replacement
cost.

Deferred revenue

Deferred revenue represents user charges and fees and government transfers which
have been collected but for which the related services have yet to be performed.
These accounts will be recognized as revenues in the fiscal year the services are
performed. The Town receives development charges under the authority of provincial
legislation and Town by-laws (obligatory reserve funds) as well as Gas Tax proceeds
from the Federal Government through the Association of Municipalities of Ontario.
These funds, by their nature, are restricted in their use and, until applied to specific
expenses and are recorded as deferred revenue. Amounts applied to qualifying
capital projects are recorded as revenue in the fiscal period they are expended. See
note 8 for more details.

Reserves and reserve funds

Certain amounts, as approved by the Town Council, are set aside in reserves and
reserve funds for future operating and capital purposes.

Investment income

Investment income earned on surpius funds are reporied as revenue in the period
earned. Investment income earned on obligatory reserve funds is added to the fund
balance and forms part of the deferred revenue balance.

Government transfers

Government transfers are the transfer of assets from senior levels of government that
are not the results of an exchange transaction, are not expected to be repaid in the
future or are the result of a direct financial return.

Government transfers are recognized in the consolidated financial statements as
revenue in the fiscal period in which events giving rise to the transfer occur, providing
the transfers are authorized, any eligibility criteria have been met including
performance and return requirements, and reasonable estimates of the amounts can
be determined.

11
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

Use of estimates

The preparation of financial statements in conformity with Canadian 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 and expenses during the reporting period. Actual
results could differ from these estimates.

2. CEMETERY CARE AND MAINTENANCE TRUST FUND

The only trust fund currently administered by the Town is the Cemetery Care and
Maintenance Trust Fund. This trust fund which amounts to $40,846 [2009 - $36,692] has
not been included in the Consolidated Statement of Financial Position nor has its
operations been included in the Consolidated Statement of Operations and Accumulated

Surplus.

3. INVESTMENTS

Investments consist of two TD Canada Trust Term Deposits, each having a fair value of
$1,000,000 and maturing in January 2011, both yielding an interest rate of 1.4% at
maturity. The 2009 investments consisted of a bond that matured in April, 2010, yielding
an interest rate of 4.0% at maturity.

4. LEASE RECEIVABLE

In 2007, the Town entered into an agreement to dispose of a property in the form of a
lease with an option to purchase exercisable by the tenant. The agreement provides for
the Town to receive monthly payments of $4,167 until September, 2014.

5. TEMPORARY LOANS

The Town has available a line of credit of $1,500,000 [2009 - $1,500,000] for which the
Town has provided a general security agreement of which $nil [2009 - $nil] was borrowed
at year-end. Interest on the line of credit is calculated at bank prime plus 1/4%.

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 planis
a defined benefit plan which specifies the amount of retirement benefit to be received by
the employees based on the length of service and rates of pay. The amount contributed
to OMERS for 2010 was $135,994 [2009 - $133,830] for current service.

12
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

7. EMPLOYEE FUTURE BENEFIT OBLIGATIONS

Under the sick leave benefit plan, unused sick leave can accumulate and certain
employees may become entitled to a cash payment when they retire or leave their
employment.

The liability for these days which could be taken by an employee upon voluntary
termination of employment amounted to approximately $44,711 [2009 - $52,675] at the
end of the year. An amount of $44,711 [2009 - $52,675] has been provided for this past
service liability as a reserve.

8. DEFERRED REVENUE

2010 2009
$ $
Obligatory reserve funds
Unearned Gas Tax proceeds 331,534 286,979
Other deferred revenue
Unearned revenue 32,030 42,955
363,564 329,934
The continuity of deferred revenue is as follows:
2010 2009
$ $
Balance, beginning of year 329,934 117,996
Conditional donations and grant proceeds
received in year 34,050 42,955
Gas Tax grant proceeds received in the year 237,916 286,979
Gas Tax earned (193,361) —
Conditional donations and grant proceeds
earned (44,975) (117,996)
Balance, end of year 363,564 329,934
13
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

9. DEBT

[a] The balance of debt reported on the Consolidated Statement of Financial Position is
made up of the following:

2010 2009
$ 3
Toronto Dominion Bank
Term loan repayable in monthly payments of
$16,461 including interest at 4.79%, maturing
April, 2021. 1,584,408 1,700,058
[b] Principal due on debt is summarized as follows:
$
2011 121,531
2012 127,710
2013 134,204
2014 140,929
2015 148,199
2016 and thereafter 911,835
1,584,408

The long-term liability noted above was approved by by-law. The annual principal and
interest payments required to service this liability is within the annual debt repayment
limit prescribed by the Ontario Ministry of Municipal Affairs and Housing.

[c] The debt in [a] issued in the name of the Town has received approval of the Ontario
Municipal Board for those approved on or before December 31, 1992. Those
approved after January 1, 1993 have been approved by by-law. The annual principal
and interest payments required to service these liabilities are within the annual debt
repayment limit prescribed by the Ontario Ministry of Municipal Affairs and Housing.

[d] Total interest charges for debt reported on the Consolidated Statement of Operations
and Accumulated Surplus are $81,882 [2009 - $100,887].

14
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

10. OBLIGATIONS UNDER CAPITAL LEASE

In 2006, the Town entered into a five-year lease agreement to purchase equipment with
General Electric Canada Equipment Financing at a rate of 4.53% per annum.

The future minimum annual lease payments of capital leases, together with the balance of
the obligation, are as follows:

$
2011 2,660
Less amounts representing interest at a rate of 4.53% 10
2,650

11. LANDFILL CLOSURE AND POST-CLOSURE

The main components of the landfill closure plan includes final capping using selected
specific layers of impermeable materials based on an engineered cap design and
implementation of a drainage management plan and gas management plan. The post-
closure care requirements will involve cap maintenance, groundwater monitoring, gas
management system operation and maintenance and annual inspections and reports as
in accordance with Ministry of Environment regulations.

The estimated liability for this care is the present value for future cash flows associated
with closure and post-closure costs discounted using the Town's average long-term
borrowing rate of 6%. The change in the recorded liability is $nil [2009 - $nil] based on a
total estimated undiscounted outflow in the future of $1,985,500 [2009 - $1,985,500],
leaving an amount to be recognized in the future of $nil [2009 - $nil] over the closure and
post-closure period. The liability is expected to be funded through budget allocations to a
landfill reserve over the remaining life of the landfill.

The Town filed an application with the Ministry of Environment for a six-year extension to
the life of the site. The Ministry reviewed the plan and made comments and
recommendations which included specific monitoring as well as a built-in contingency
plan within the operating plan and recommends closure of the site as soon as possible.

Post-closure care is estimated to continue for a period of approximately 19 years.

15
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

12. TANGIBLE CAPITAL ASSETS

Schedule 2 provides information on the tangible capital assets of the Town by major asset
class, as well as accumulated amortization of the assets controlled.

There were no write-downs of assets in 2010 {2009 - $nil].
Interest capitalized during 2010 was $nil [2009 - $nil].
There were no contributed tangible capital assets in 2010 [2009 - $nil].

There were no assets recorded at a nominal value in 2010 [2009 - $nil].

13. SEGMENTED INFORMATION

The Town of Marathon is a diversified municipal government institution that provides a
wide range of services to its citizens, including police, fire, ambulance and water. For
management reporting purposes the Town's operations and activities are organized and
reported by Fund. Funds were created for the purpose of recording specific activities to
attain certain objectives in accordance with special regulations, restrictions or limitations.

Municipal services are provided by departments and their activities are reported in these
funds. Certain departments that have been separately disclosed in the segmented
information, along with the services they provide, are as follows:

General government
General government services are comprised of various administrative services, including

the Finance Department, Corporate Services Departments, and Mayor and Council.

Protection to persons and property

Protection to persons and property is comprised of police services, fire services and
protective inspection and control. The police services are contracted from the Ontario
Provincial Police. The Fire Services Department is responsible for fire suppression, fire
prevention programs, training and education related to prevention, detection or
extinguishment of fires. Protective inspection and control ensures an acceptable quality
of building construction and maintenance of properties through enforcement of
construction codes, building standards and by-laws for the protection of occupants.

Transportation services

Transportation services include roadways, winter control, parking and street lighting.
Roadways covers the delivery of municipal public works services related to the planning,
development and maintenance of roadway systems, culverts and sidewalks. Winter
control includes snowplowing, sanding and salting, snow removal and flood control.
Street lighting plans, develops and maintains the street lighting system.

16
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

Environmental services
Environmental services consist of waterworks, sanitary sewer, waste coliection and

disposal and recycling. Waterworks provides drinking water to the citizens of Marathon.
Sanitary sewer collects and treats wastewater. Waste collection and disposal and
recycling includes the collection of solid waste, landfill site operations and waste

minimization programs.

Health services
Health services includes public health services, hospital and ambulance services. Public

health services covers the Town of Marathon's contribution to the activities of the Thunder
Bay District Health Unit. In response to the health needs of the community, the Thunder
Bay District Health Unit provides health information and prevention-related clinical
services to people of all ages, advocates for healthy public policy, protects citizens by
investigating reportable diseases and upholds regulations that apply to public health.

Social and family services

Social and family services include general assistance, assistance t6 aged persons, child
care and assistance to the disabled. General assistance represents the Town's
contribution to the activities of The District of Thunder Bay Social Services Administration
Board ("TBDSSAB"). TBDSSAB is responsible for issuing welfare payments, Ontario
Works program delivery, employment assistance services and social housing. Under
assistance to aged persons, TBDSSAB is responsible for providing services to seniors.

Recreation and cultural services

Recreation and cultural services include parks, recreation programs and facilities, public
library and contributions to cultural organizations. The community services department
provides public services that contribute to neighbourhood development and sustainability
through the provision of recreation and leisure services such as fitness and aquatic
programs, the development and maintenance of various recreational facilities and the
maintenance of parks and open spaces. The public library is dedicated to providing
community access to local and global information resources that support lifelong learning,
research and leisure activities. The Town makes contributions to various cultural
organizations under specific funding programs.

Planning and development

The planning and development department manages urban development for business
interest, environmental concerns, heritage matters and local neighbourhoods through city
planning and community development and approval of alf land development plans.

For additional information see the Consolidated Schedule of Segment Disclosure
(Schedule 3).

17
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The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

14. RESERVES AND RESERVE FUNDS

The continuity of reserves and reserve funds is as follows:

2010 2009
$ $

Reserves .
Balance, beginning of year 1,692,635 1,703,380
Increases
Contribution from operations 549,601 23,440
Decreases
Contribution to operations 7,965 34,185
Balance, end of year 2,234,271 1,692,635
Reserve funds
Balance, beginning of year 599,432 461,904
Increases
Contributions from operations 638,326 134,070
interest earned 4,477 3,458

642,803 137,528
Balance, end of year 1,242,235 599,432

Subsequent to the year-end, the general fund surplus has been reduced by an amount of
$540,201 transferred to the working capital reserve as authorized by resolution #166/11
on July 18, 2011. Had this reduction not been made, the balance of the general fund
surplus would have been $1,995,947.

15. DESIGNATED ASSETS

Of the financial assets reported on the Statement of Financial Position, the Council has
designated $1,242,235 [2009 - $599,432] to support reserve funds.

16. BUDGET FIGURES

The operating budget approved by Town Council for 2010 is reflected on the Statement of
Operations and Accumulated Surplus. The budget established for capital investment in
tangible capital assets is on a project-oriented basis, the costs of which may be incurred
over a number of years and therefore may not be comparable with the current year's
actual expenses. The Town does not budget activity within reserves and reserve funds,
with the exception being those transactions which affect either operations or capital
investments. Budget figures have been restated to be comparable with the PSAB
reporting reflected in the actual results.

18

GrantThornton




The Corporation of the Town of Marathon

Notes to the Consolidated Financial Statements
December 31, 2010

17. COMMITMENTS

The Town leases certain equipment and vehicles under operating leases and has other
financial operating commitments. The future minimum annual lease payments over the
next three years are as follows:

$
2011 549,584
2012 ' 451,882
2013 382,744
1,384,210

18. COMPARATIVE FINANCIAL STATEMENTS

The comparative financial statements have been reclassified for statements previously
presented to conform to the 2010 financial statements.

19
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The Corporation of the Town of Marathon

Schedule 1
Consolidated Schedule of Accumulated Surplus

Year ended December 31 2010 2009
$ $

Surplus
General fund 1,455,746 1,262,767
Investments in tangible capital assets 35,225,922 35,271,580
Unfunded

Debt (1,584,408) (1,700,058)

Employee benefits and post employment

benefits (44,711) (52,675)

Capital lease obligations (2,650) . (33,667)

Landfill closure and post-closure liability (1,399,464) (1,399,464)

Lease receivable 187,500 237,500
Total surplus 33,837,935 33,585,983
Reserves set aside for specific purposes by

Council
For acquisition of capital assets 195,101 185,701
For recreation programs and facilities 244 245
For working capital 1,994,215 1,454,014
For sick leave 44,711 52,675
Total reserves 2,234,271 1,692,635
Reserve funds set aside for specific purposes by

Council
For acquisition of capital assets 953,592 312,835
For sanitary sewer operations 13,771 13,682
For replacement of equipment 16,089 15,980
For acquisition of cemetery land — 166
For tax appeal 258,783 256,769
Total reserve funds 1,242,235 599,432
Accumulated surplus 37,314,441 35,878,050
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Grant Thornton

Independent Auditor's Report ot oo 19

979 Alloy Drive
Thunder Bay, ON
P7B 5Z8

T +1 807 345 6571

+1 800 446 4794 (Toll Free)
F +1 807 345 0032
E ThunderBay@ca.gt.com
www.GrantThornton.ca

To the Members of Council, Inhabitants and Ratepayers of
The Corporation of the Town of Marathon

We have audited the accompanying financial statements of the Cemetery Care and
Maintenance Trust Fund of The Corporation of the Town of Marathon, which comprise the
statement of financial position as at December 31, 2010, and the statement of operations
and accumulated surplus 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 public sector accounting standards, and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

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

material misstatement.

An audit mvolves performing procedures to obtain audit evidencé about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Trust Fund’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Trust Fund’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 statements.
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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

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Cemetery Care and Maintenance Trust Fund of The Corporation of the
Town of Marathon as at December 31, 2010, and the results of its operations for the year
then ended in accordance with Canadian public sector accounting standards.

g},«t—m LLP

Thunder Bay, Canada
July 4, 2011 Chartered Accountants

Licensed Public Accountants
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The Corporation of the Town of Marathon
Cemetery Care and Maintenance Trust Fund
Statement of Financial Position

As at December 31 2010 2009
$ $
FINANCIAL ASSETS
Cash 44,670 28,280
Due from (to) The Corporation of the Town of
Marathon (3,824) 8,412
40,846 36,692
Accumulated surplus 40,846 36,692
See accompanying notes to the financial statements.
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The Corporation of the Town of Marathon

Cemetery Care and Maintenance Trust Fund

Statement of Operations and Accumulated Surplus

Year ended December 31 2010 2009
$ $

REVENUES
Interest earned 298 263
Sale of plots and interments 2,029 800
Provision in lieu of portion of plot sales 3,000 2,100
Contribution from The Corporation of the Town

of Marathon 1,165 —
Total revenues 6,482 3,163
EXPENSES
Cemetery maintenance 2,328 1,063
NET REVENUES 4,154 2,100
Annual surplus 4,154 2,100
Accumulated surplus, beginning of year 36,692 34,592
Accumulated surplus, end of year 40,846 36,692
See accompanying notes to the financial statements.
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The Corporation of the Town of Marathon
Cemetery Care and Maintenance Trust Fund

Notes to the Financial Statements
December 31, 2010

1. NATURE OF BUSINESS

The Corporation of the Town of Marathon administers a perpetual care trust fund for the
future care of the cemetery. The cemetery provides internment services for the benefit of
the citizens of Marathon.

2. ACCOUNTING POLICY

Basis of accounting

Capital receipts, interest earned and expenditures are reported on the accrual basis of
accounting which recognizes revenues as they become available and measurable, and
expenditures as they are incurred and measurable as a result of receipt of goods or
services and the creation of a legal obligation to pay.

3. STATEMENT OF CASH FLOWS

The statement of cash flows has not been presented as the required cash flow
information is readily apparent from the other financial statements. Cash flows from
operations approximates the excess of revenues over expenses.
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