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December 31, 2012

INTRODUCTION

The accompanying Consolidated Financial Statements and all other financial information included
within this financial report are the responsibility of the management of the City of London. The
City's Financial Statements contained in this report have been prepared in accordance with the
accounting principles and disclosure requirements of the Canadian Institute of Chartered
Accountants guidelines contained in the Public Sector Accounting Handbook.

The City Treasurer is responsible for submitting annually to the Audit Committee and Council
audited financial statements. These financial statements include the consolidated results of the
City of London for the fiscal year ending December 31, 2012.

Finance staff are responsible for the coordination and completion of the annual financial
statements in a timely, accurate and efficient manner as well as providing support and related
financial information to external auditors during the year-end audit.

The Consolidated Financial Statements of the City of London provide important information about
the overall financial condition of the City. The purpose of the consolidated financial statements is
to present the results of transactions of the City, taking into consideration the accounting for all
City Funds and associated city business enterprises.

The audited Consolidated Financial Statements for City operations include:

Auditors’ Report

Consolidated Statement of Financial Position

Consolidated Statement of Operations

Consolidated Statement of Change in Net Financial Assets (Debt)
Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements

Consolidated Schedule of Segment Disclosure — Operating Revenues
Consolidated Schedule of Segment Disclosure — Operating Expenses
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Chartered Accountants Fax (619) 672-5684
140 Fullarton Street Suite 1400 Internet www.kpmg.ca
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London ON N6A 5P2

Canada

INDEPENDENT AUDITORS' REPORT

To the Members of Council, Inhabitants and Ratepayers of the Corporation of the City of London

We have audited the accompanying consolidated financial statements of the Corporation of the City of London which
comprise the consolidated statement of financial position as at December 31, 2012, and the consolidated statements
of operations, net debt and cash flows for the year then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility 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.

Auditors’ 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 our judgment, including the assessment of the
risks of material misstatement of the consolldated financial statements, whether due to fraud or error. In making those
risk assessments, we consider internal control relevant to the entity's preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate In the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's intemal 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 consolidated financial statements.

We believe that the audit evidence we have obtained in our audit 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 financial position of the
Corporation of the City of London as at December 31, 2012, and its consolidated results of operations, its changes in
net debt and its cash flows for the year then ended in accordance with Canadian public sector accounting standards.

Kins 44
/

Chartered Accountants, Licensed Public Accountants
July 30, 2013
London, Canada

KPMQ@ Confidentis)

KPMG LLP Ia a Canedian limited liability partnership and 8 member firm of the KPMG
netwaork of independent membar firms affilistad with KPMG International Cooperative
("KPMG Intarnational"), a Swiss entity. KPMG CONFIDENTIAL

KPMG Canada provides services to KPMG LLP



THE CORPORATION OF THE CITY OF LONDON

Consolidated Statement of Financial Position E.3
As at December 31, 2012, with compafative figures for 2011
{all dollar amounts in thousands of dollars)
2012 2011
Financial assets
Cash and cash equivalents (Note 2) $ 384,122 § 348,604
Accounts receivable
Taxes receivable (Note 3) 25,210 26,761
Other receivables 46,057 59,052
Land held for resale 17,754 18,827
Investments (Note 4) 144,079 91,960
Loans receivable (Note 5) 27,280 28,021
Investment in government business enterprises and partnerships (Note 6) 226,059 225,759
Total financial assets 870,561 798,984
Financial liabilities
Accounts payable and accrued liabilities 120,228 118,912
Deferred revenue (Note 7) 167,138 148,676
Accrued interest on long-term debt 2,123 2,211
Long-term liabilities (Note 8) 11,684 20,389
Long-term debt (Note 9) 347,443 335,901
Capital lease obligations (Note 10) 2,250 3,014
Urban works payable (Note 11) 27,654 38,547
Employee benefits payable (Note 12) 127,283 117,348
Landfill closure and post-closure liability (Note 13) 27,932 23,163
Total financial liabilities 833,735 808,161
Net financial assets (debt) 36,826 9,177)
Non-financial assets
Tangible capital assets (Note 14) 3,241,053 3,173,902
Inventories of supplies 3,181 2,501
Prepaid expenses 10,502 11,173
Total non-financial assets 3,254,736 3,187,576
Accumulated surplus (Note 15) $ 3,291,562 $ 3,178,399

Contingent liabilities, loan guarantees, commitments (Notes 16, 17, 18)

The accbmpanying notes are an integral part of these consolidated financial statements.



THE CORPORATION OF THE CITY OF LONDON

Consolidated Statement of Operations E.4
For the year ended December 31, 2012, with comparative figures for 2011
(all dollar amounts in thousands of dollars)
Budget 2012 2011
(Unaudited)
Revenues
Net municipal taxation $ 481,355 $ 489,217 $ 482,669
User charges 227,303 225,265 216,216
Transfer payments
Provincial 189,741 170,853 194,502
Federal 7,979 22,101 27,822
Other municipalities 4,557 5,995 4,640
Investment income 1,387 8,172 6,572
Penalties and interest 6,012 7,873 7,956
Development charges earned - 28,296 32,823
Developer contributions of tangible capital assets : - 46,918 37,558
Other 23,659 21,215 30,420
Equity in earnings of government business enterprises and partnerships (Note 6) - 8,340 7,827
Total revenues 941,993 1,034,245 1,049,005
Expenses -
General government 70,711 82,140 81,181
Protection to persons and property 167,708 177,589 171,998
Transportation services 98,670 149,182 149,560
Environmental services 86,975 156,210 142,725
Health services 21,677 21,898 21,141
Social and family services 195,314 194,800 189,782
Social housing 41,270 40,112 45,584
Recreation and cultural services 58,754 74,166 80,512
Planning and development - 18,929 24,985 48,908
Total expenses 760,008 921,082 931,391
Annual surplus 181,985 113,163 117,614
Accumulated surplus, beginning of year 3,178,399 3,178,399 3,080,215
Removal of privately held tangible capital assets - - (19,430)
Accumulated surplus, end of year $ 3360384 $ 3,291,562 $ 3,178,399

The accompanying notes are an integral part of these consolidated financial statements,



THE CORPORATION OF THE CITY OF LONDON

Consolidated Statement of Change in Net Financial Assets (Debt) E.5
For the year ended December 31, 2012, with comparative figures for 2011
(all doltar amounts in thousands of dollars) ’
Budget 2012 2011
(Unaudited)
Annual surplus $ 181,985 § 113,163 $ 117,614
Acquisition of tangible capital assets ‘ ' (204,791) (158,112) (191,280)
Developer contributions of tangible capital assets - {46,918) (37,558)
Amortization of tangible capital assets 134,904 134,904 127,239
Proceeds from sale of tangible capital assets - 1,048 620
Loss on disposal of tangible capital assets - 1,927 6,082
(69,887) (67,151) (94,897)
Change in supplies inventory - (680) 169
Change in prepaid expenses 902 671 835
902 (9) 1,004
Change in net financial assets (debt) 113,000 46,003 23,721
Net debt, beginning of year 8,177) (9,177) (32,898)
Net financial assets (debt), end of year $ 103,823 $ 36,826 $ (9,177)

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



THE CORPORATION OF THE CITY OF LONDON

Consolidated Statement of Cash Flows E.6
For the year ended December 31, 2012, with comparative figures for 2011
(all dollar amounts in thousands of dollars)
2012 2011
Cash provided by (used in)
Operating Activities
Annual surplus 113,163 $ 117,614
Items not involving cash
Amortization of tangible capital assets 134,904 127,239
Developer contributions of tangible capital assets (46,918) (37,558)
Loss on disposal of tangible capital assets 1,927 6,082
Change in employee benefits payable 9,935 11,647
Change in landfill closure and post-closure liability 4,769 1
Equity in earnings of government business enterprises and partnerships (8,340) {7,827)
Adjustment to government business enterprises and partnerships (Note 6 (b)(iii)) 4,366 -
Amortization of debenture discount (247) (154)
Change in non-cash assets and liabilities
Taxes receivable 1,551 2,273
Other receivables 12,995 21,995
Land held for resale 1,073 (2,505)
Accounts payable and accrued liabilities 1,316 (8,583)
Deferred revenue 18,462 2,359
Accrued interest on long-term debt (88) (279)
Urban works payable (10,893) (9,712)
inventories of supplies (680) 169
Prepaid expenses 671 835
Net change in cash from operating activities 237,966 223,596
Capital Activities
Proceeds from sale of tangible capital assets 1,048 620
Acquisition of tangible capital assets (156,695) (189,057)
Net change in cash from capital activities (155,647) (188,437) -
Investing Activities
Net increase in investments (52,119) (12,415)
Repayment of loans receivable 741 788
Repayment of promissory note receivable from government business enterprises 587 551
Decrease (increase) in government business enterprises and partnerships 87 (176)
Dividends from London Hydro Inc. (Note 6 (a)(v)) 3,000 2,500
Net change in cash from investing activities {47,704) (8,752)
Financing Activities
Long-term debt issued 67,172 132,077
Long-term debt repayments (55,383) (72,390)
Increase in long-term liabilities 26 30,000
Repayments of long-term liabilities (8,731) (12,300)
Repayments of capital lease obligations {2,181) (2,363)
Net change in cash from financing activities 903 75,024
Net change in cash and cash equivalents 35,518 101,431
Cash and cash equivalents, beginning of year 348,604 247,173
Cash and cash equivalents, end of year 384122 § 348,604

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



THE CORPORATION OF THE CITY OF LONDON E.7
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

The Corporation of the City of London (the “Corporation”) is a municipality in the Province of Ontario
incorporated in 1855 and operates under the provisions of the Municipal Act, 2001.

1.

Significant Accounting Policies

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

a) Basis of Consolidation

These consolidated financial statements reflect the assets, liabilities, revenues and expenses of
the Corporation and include all organizations that are accountable to the Corporation for the
administration of their financial affairs and resources and are owned or controlled by the
Corporation except for the Corporation’s government business enterprises or partnerships
which are accounted for on the modified equity basis of accounting.

(i)

(ii)

Consolidated Entities
The following local Boards or Commissions are consolidated:

London Police Services Board

London Transit Commission

London Public Library Board

London & Middlesex Housing Corporation
Old East Village Business Improvement Area
London Downtown Business Association
Argyle Business Improvement Area
London Convention Centre Corporation
Covent Garden Market Corporation
Public Utility Commission

Museum London

The transactions and balances between the Corporation and the related boards have
been eliminated. Argyle Business Improvement Area was added under the control of
the Corporation as a new board effective October 10, 2012 and accordingly their
operating results were consolidated for the period of October 10 to December 31,
2012.

Equity Accounting

Government business enterprises are accounted for by the modified equity method.
Under the modified equity method, the accounting principles of government business
enterprises are not adjusted to conform to the Corporation’s accounting principles and
inter-organizational transactions and balances are not eliminated. However, inter-
organizational gains and losses are eliminated on assets remaining with the
government reporting entities at the reporting date. The Corporation recognizes its
equity interest of the government business enterprises’ income or loss in its
consolidated statement of operations with a corresponding increase or decrease in its
investment account. All dividends received will be reflected as reductions in the
investment account.

The government business enterprises and partnerships during the year were:
London Hydro Inc.

Fair-City Joint Venture Partnership
City-YMCA Joint Venture



THE CORPORATION OF THE CITY OF LONDON E.8
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

(iif)

(iv)

(v)

Proportionate Consolidation

The Lake Huron and Eigin Aréa Water Boards have been consolidated on a
proportionate basis, based upon the water flow used by the Corporation in proportion
to the entire flows provided by the joint water boards.

Middlesex-London Health Unit is consolidated on a proportionate basis based upon a
percentage of grant money provided by the Corporation in comparison to grant money
provided by the Province of Ontario and the County of Middiesex.

Accounting for School Board Transactions

Although the Corporation collects taxation on behalf of the School Boards, the assets,
liabilities, revenues and expenses, relating to the operations of the school boards are
not reflected in these consolidated financial statements.

During the year, $137,320 of taxation was collected on behalf of school boards (2011
- $144,724) and remitted to the school boards during the year.

Trust Funds

Trust funds and their related operations administered by the Corporation are not
included in these consolidated financial statements, as they are reported on
separately in the Trust Fund Statement of Continuity and Balance Sheet.

Total net assets of Trust Funds administered by the Corporation amounted to $4,047
(2011 - $3,810).

b) Basis of Accounting

(i)

(ii)

(iii)

(iv)

Accrual Accounting

Revenues and expenses are reported on the accrual basis of accounting. Revenues
are recognized as they are earned and 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.

Deferred Revenue

The Corporation receives contributions pursuant to legislation, regulations or
agreements that may only be used for certain programs or in the completion of
specific work. In addition, certain user charges and fees are collected for which the
related services have yet to be performed. These amounts are recognized as revenue
in the fiscal year the related expenses are incurred or services performed.

L.and Held For Resale

Land held for resale is recorded at the lower of cost and net realizable value. Cost
includes amounts for improvements to prepare the land for sale or servicing.

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 CORPORATION OF THE CITY OF LONDON E.9
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

i) Tangible Capital Assets

Tangible capital assets are recorded at cost which includes amounts that are
directly attributable to acquisition, construction, development or betterment of
the asset. The cost of the tangible capital assets, excluding land, is amortized
on a straight line basis over their estimated useful lives as follows:

Useful Life —
Asset Years
Landfill and land improvements 5-60
Buildings and building improvements 16 -40
Leasehold improvements Lease term
Machinery, equipment and furniture 5-15
Vehicles 5-7
Water and wastewater infrastructure 15 -100
Roads infrastructure 10-60
Computers 3
Computers under capital lease 3

Amortization is charged using the half year rule in the year of acquisition and in
the year of disposal. Assets under construction are not amortized until the
asset is put info service.

i) Contributions of tangible capital assets
Tangible capital assets received as contributions related to water, wastewater
infrastructure, roads infrastructure and land are recorded at their estimated fair
value at the date they are assumed by the Corporation and are also recorded
as revenue. _

iii) Works of art and cultural and historic assets

Works of art and cultural and historic assets are not recorded as assets in these
consolidated financial statements.

iv) Interest capitalization

The City does not capitalize interest costs associated with the acquisition or
construction of a tangible capital asset.

v) Leased tangible capital assets
Leases which transfer substantially all of the benefits and risks incidental to
ownership of property are accounted for as leased tangible capital assets. All
other leases are accounted for as operating leases and the related payments
are charged to expenses as incurred.

vi) Inventories of supplies

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



THE CORPORATION OF THE CITY OF LONDON E.10
Notes to the Consolidated Financial Statements '

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

(v)

(vi)

Budget Figures

London City Council completes separate budget reviews for tax supported operating
and capital, as well as, water and wastewater budgets each year. The approved
operating budgets for 2012 are reflected on the consolidated statement of operations.
For capital spending, budgets are set for individual projects with funding for these
activities determined annually, transferred from reserve funds or by the application of
grants or other funds available to apply to capital projects. Capital budgets are
allocated to operating budgets for spending that is not specific to the acquisition of a
tangible capital asset. The budgeted annual portion for acquisitions of tangible capital
assets is recorded on the consolidated statement of change in net debt.

Use of Estimates

The preparation of these consolidated financial statements in accordance with
Canadian generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities at the reporting date and the
reported amounts of revenues and expenses during the year. These estimates and
assumptions, including employee benefits payable, taxation assessment appeals,
legal claims provisions, landfill closure and post-closure liabilities, the valuation of
tangible capital assets and their related useful lives and amortization, are based on
management's best information and judgment and may differ significantly from future
actual results. '

c) Government Transfers

(i)

(ii)

Revenues

Government transfer revenue is recorded once it is authorized by the transferring
government, the Corporation is eligible to receive the transfer and the amount can be
reasonably estimated. Any amount received but restricted is recorded as deferred
revenue in accordance with Section 3100 of the Public Sector Accounting Handbook
and recognized as revenue in the period in which the resources are used for the
purpose specified.

Government transfers include amounts received for the social assistance program.
Funding ratio can vary from 80% to 100% of program costs depending on social service
program and on the Provincial Upload Schedule for the Ontario Works program. Social
service administration funding covers 50% of certain administration costs. The Social
Housing program funding is approximately 20% of costs of the program.

In addition, the Corporation periodically receives senior government capital funding in
the form of infrastructure grants and receives ongoing funding from both senior levels of
government as a result of an allocation of gas tax funds.

Expenses

External transfers from the Corporation are recorded as expenses when eligibility
criteria have been met by the recipient and the amount can be reasonably estimated.
This includes payments issued to individuals eligible under the Ontario Works Act and
Day Nurseries Act as well as funding to contracted local social services agencies, Child
Care providers and Housing Providers that deliver services in accordance with
legislation and local program policies.



THE CORPORATION OF THE CITY OF LONDON E. 11
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

d)

e)

f)

g)

Tax Revenues

In 2012 the Corporation received $489,217 (2011 - $482,669) in property tax revenues for
municipal purposes. The authority to levy and collect property taxes is established under the
Municipal Act, 2001, the Assessment Act, the Education Act, and other legislation.

The amount of the total annual property tax levy is determined each year through Council's
approval of the annual operating budget. Municipal tax rates are set annually by Council for
each class or type of property, in accordance with legislation and Council-approved policies, in
order to raise the revenues required to meet operating budget requirements. Education tax
rates are established by the Province each year in order to fund the costs of education on a
Province-wide basis.

Taxation revenues are recorded at the time tax billings are issued. Additional property tax
revenue can be added throughout the year, related to new properties that become occupied, or
that become subject to property tax, after the return of the annual assessment roll used for
billing purposes. The Corporation may receive supplementary assessment rolls over the course
of the year from the Municipal Property Assessment Corporation that identify new or omitted
assessments. Property taxes for these supplementary/omitted amounts are then billed
according to the approved tax rate for the property class.

Taxation revenues in any year may also be reduced as a result of reductions in assessment
values arising from assessment and/or tax appeals. Each year, an amount is identified to cover
the estimated amount of revenue loss attributable to assessment appeals, tax appeals or other
deficiencies in tax revenues (e.g., uncollectible amounts, write-offs, etc.).

Financial Instruments

The Corporation's financial instruments consist of cash and cash equivalents, accounts
receivables, investments, loans receivable, accounts payable and accrued liabilities, long-term
debt, long-term liabilities and urban works payable. Unless otherwise noted, it is management’s
opinion that the Corporation is not exposed to significant interest, currency, or credit risks
arising from these financial instruments.

Investments

Investments are recorded at amortized cost less any amounts written off to reflect a permanent
decline in value. Investments consist of authorized investments pursuant to provisions of the
Municipal Act and comprise government and corporate bonds, debentures, pooled investment
funds and short-term instruments of various financial institutions. Investments with original
maturity dates greater than 90 days are classified as investments in the statement of financial
position. ‘

Investment income earned on available current funds, reserves and reserve funds (other than
obligatory funds) are reported as revenue in the period earned. Investment income earned on
obligatory reserve funds is added to the fund balance and forms part of the respective deferred
revenue balances.

Employee Benefits Payable

The Corporation provides employee benefits including sick leave, benefits under the Workplace
Safety and Insurance Board (“WSIB") Act, life insurance and extended health and dental
benefits for early retirees which will require funding in future periods.

There are also contributions to a multi-employer, defined benefit pension plan, OMERS, which
are expensed when contributions are made.

The costs of termination benefits and compenséted absences are recognized when the event
that obligates the Corporation occurs. Costs include projected future income payments,
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RPORATION OF THE CITY OF LONDON , E.12
the Consolidated Financial Statements

Year ended December 31, 2012
(all dollar amounts in thousands of dollars)

h)

i)

)

k)

f)

healthcare continuation costs and fees paid to independent administrators of these plans,
calculated on a present value basis.

The costs of other employee benefits are actuarially determined using the projected benefits
method pro-rated on service and management's best estimate of retirement ages of employees,
salary escalation and expected health costs.

Past service costs from plan amendments related to prior period employee services are
accounted for in the period of the plan amendment. The effects of a gain or loss from
settlements or curtailments are expensed in the period they occur. Net actuarial gains and
losses related to the employee benefits are amortized over the average remaining service life of
the related employee group. Employee future benefit liabilities are discounted at the
Corporation’s cost of borrowing using estimated rates for debt with maturities similar to
expected benefit payments in the future. The costs of workplace safety and insurance
obligations are actuarially determined and are expensed immediately in the period the events
occur.

Loan Guarantees

Periodically the Corporation provides loan guarantees on specific debt held by related
authorities not consolidated in the Corporation's financial 'statements. Loan guarantees are
accounted for as contingent liabilities and no amounts are accrued in the consolidated financial
statements of the Corporation until the Corporation considers it likely that the borrower will
default on the specified loan obligation. Should a default occur the Corporation's resulting
liability would be recorded in the consolidated financial statements.

Environmental Provisions

The Corporation has a formal environmental assessment and reclamation program in place to
ensure that it complies with environmental legislation. The Corporation provides for the cost of
compliance with environmental legislation when costs are identified and can be reasonably
measured.

Provision for Landfill Rehabilitation

The Ontario Environmental Protection Act sets out the regulatory requirements to properly close
and maintain all active and inactive landfill sites. Under environmental law, there is a
requirement for closure and post-closure care of landfill sites. This requirement is being
provided for over the estimated remaining life of the landfill sites based on usage, and is funded
through tipping fees. The annual provision is reported as an operating expense, and the
accumulated provision is reported as a liability on the consolidated statement of financial
position. »

Accumulated Surplus

Accumulated surplus represents the Corporation’s net economic resources. It is an amount by
which all assets (financial and non-financial) exceed liabilities. An accumulated surplus
indicates that the Corporation has net resources (financial and physical) that can be used to
provide future services. An accumulated deficit means that liabilities are greater than assets.

Recent Accounting Pronouncements
(i)  Government Transfers

PSAB released a standard related to Government Transfers (PS 3410). The standard
applies (retrospectively or prospectively) to all local governments for fiscal years beginning
on or after April 1, 2012. The standard discusses what the criteria are for a government
transfer, recogniton of the transferring and recipient government, eligibility
criteria/stipulations within the transfer, and presentation and disclosure information related



THE CORPORATION OF THE CITY OF LONDON E13
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

2,

(ii)

(i)

(v)

to the government transfer. The Corporation has not yet determined what, if any, financial
reporting implications may arise from this standard.

Tax Revenue

PSAB released a standard related to Tax Revenue (PS 3510). The standard applies to all
local governments for fiscal years beginning on or after April 1, 2012. The section
discusses various types of tax, the timing of recognition, measurement and presentation
and disclosure requirements. The Corporation has not yet determined what, if any, financial
reporting implications may arise from this standard.

Contaminated Sites

PSAB released a standard related to Contaminated Sites (PS 3260). The standard applies
to all local governments for fiscal years beginning on or after April 1, 2014. The section
defines activities included with regards to remediation, establishes when to recognize and
how to measure the liability, as well as discusses the presentation and disclosure
requirements. The Corporation has not yet determined what, if any, financial reporting
implications may arise from this standard.

Foreign Currency Translation

PSAB released a standard related to Foreign Currency Translation (PS 2601). The
standard applies to all local governments for fiscal years beginning on or after April 1, 2015.
The standard requires exchange rates to be adjusted to the rate in effect at the financial
statement date for monetary assets and liabilities denominated in foreign currency and non-
monetary items included in the fair value category. Gains and losses yet to be settled are
presented in the statement of re-measurement gains and losses. Gains and losses on long-
term monetary assets and liabilities are amortized over the remaining term of the item. The
Corporation has not yet determined what, if any, financial reporting implications may arise
from this standard.

Financial Instruments

PSAB released a standard related to Financial Instruments (PS 3450). The standard
applies to all local governments for fiscal years beginning on or after April 1, 2015. The
standard applies to all types of financial instruments (primary and derivatives). In the year
that the standard is adopted, Foreign Currency Translation (PS 2601) must also be
adopted. The new standard requires equity and derivative instruments be measured at fair
value, with changes in value being recorded in a statement of re-measurement
gains/iosses. The standard gives the option of cost/amortized cost vs. fair value for
remaining instruments, which is elected upon by the government organization. The
Corporation has not yet determined what, if any, financial reporting implications may arise
from this standard.

Cash and Cash Equivalents

2012 2011
$ $
Cash on deposit 382,044 345,436
Cash equivalents 2,078 3,168
384,122 348,604

Cash equivalents are comprised mainly of bankers’ acceptances, guaranteed investment
certificates and term deposits with original maturities of 90 days or less and are recorded at cost.



THE CORPORATION OF THE CITY OF LONDON E.14
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

3.

Taxes Receivable

Taxes receivable are reported net of allowance for doubtful accounts. Balances as at December
31 were as follows:

2012 2011
$ $
Taxes receivable 33,653 34,296
Penalties and interest 1,634 1,799
Allowance for doubtful accounts (10,077) (9,334)
25,210 26,761
Investments
Invest/men{s are comprised of the following:
2012 2011
$ $
Market Market
Cost Value Cost Value
Pooled investment funds 2,877 2,967 2,660 2,657
Treasury bills 6,777 6,780 5,019 5,022
Guaranteed investment certificates 27,020 27,020 2,876 2,876
Deposit notes 13,026 13,512 12,993 13,5643
Asset backed securities : 34,075 34,472 19,428 20,509
Corporate bonds 20,563 22,244 20,555 21,184
Government bonds 39,638 - 41,707 28,327 30,753
Other investments 103 : 103 102 102
144,079 148,805 91,960 96,646

Guaranteed investment certificates mature on dates ranging from 2013 to 2017 and yield interest
rates from 1.20% to 2.45% (2011 — 1.00% to 2.45%).

Deposit notes are issued directly by the bank for the bank’s own general funding purposes with
maturity dates ranging from 2014 to 2017 and interest rates ranging from 2.00% to 4.78% (2011 —
2.75% to 4.10%). '

- Asset backed securities are mortgage bonds (bonds secured by a mortgage on a property) and

consist of Canada Housing Trust bonds, which are 100% guaranteed by the Government of
Canada. Maturity dates range from 2013 to 2022 and interest rates range from 1.85% to 4.10%
(2011 —2.75% to 4.10%).

Corporate bond maturities range from 2013 to 2021 with interest rates ranging from 3.37% to
5.75% (2011 - 3.37% to 5.75%).
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5.

Government bond maturities range from 2014 to 2021 with interest rates ranging from 1.90% to

5.76% (2011 3.70% to 5.75%).

Loans Receivable

2012 2011
$ $

Non-interest bearing, 10-year loan to the Western Fair Association
to construct the Equestrian Tunnel, repayable in annual
installments of $275,000 with a maturity date of December 31,
2012 - 275
Subordinate Loan - City of London Arené Trust 27,280 27,746

27,280 28,021

The Corporation previously transferred a capital asset to the City of London Arena Trust, in return
for a subordinate loan. This investment is secured by a mortgage charge and assignment of the
borrower’s interest in the Ground Lease of the Budweiser Gardens building, an assignment of the
borrower's interest in the Participatory Occupancy Lease, a general assignment of all present and
future subleases, a security interest in the Capital Repair Fund, and a security interest in the trust
fund. Repayments vary and are based on an available cash flow calculation within the 50 year

agreement. During the year, $466 (2011 - $513) was received as a payment on the loan.

Investment in Government Business Enterprises and Partnerships :

The Corporation holds a 100% interest in London Hydro Inc., a 50% interest in the Fair-City Joint
Venture Partnership and a 73.432% interest in the City-YMCA Joint Venture Partnership based

upon investments as follows:

2012 2011
$ $
London Hydro Inc. (a) 199,608 194,055
Fair-City Joint Venture Partnership (b) 8,012 12,766
City-YMCA Joint Venture Partnership (c) 18,439 18,938
226,059 225,759
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a) Investment in London Hydro Inc.

The following table provides condensed supplementary financial information reported separately
by London Hydro Inc.:

2012 2011
$ - $
Financial Position ,
Current assets 68,314 66,204
Regulatory assets 1,812 21,504
Capital assets 232,315 205,596
Future income taxes 5,736 7,289
Total assets 308,177 300,593
Current and other liabilities 46,695 40,759
Regulatory liabilities 20,451 22,289
Deferred revenue 14,775 15,200
Employee future benefits 11,302 10,640
Long-term debt 15,346 17,650
Long-term debt due to City of London 70,000 70,000
Total liabilities 178,569 176,538
Net assets 129,608 124,055
Results of Operations
Revenues 61,780 58,760
- Operating expenses (51,690) (48,360)
Other income (expenses) (680) (1,000)
Income tax expense . 857 (1,527)
Net earnings 8,553 7,873
Dividends (3,000) (2,500)
Net assets, beginning of year 124,055 118,682
Net assets, end of year 129,608 124,055
Add back promissory note due to the Corporation 70,000 70,000
Investment in London Hydro Inc. 199,608 194,055

i) Regulated Business Operations and Distribution Rates

London Hydro Inc. '(“the Company”) is a wholly owned subsidiary company of the
Corporation and provides regulated electrical distribution services to the inhabitants of the
City of London.

The Company is regulated by the Ontario Energy Board (“OEB”), under the authority granted
by the Ontario Energy Board Act (1998). The OEB has responsibility to set just and
reasonable distribution rates and thereby approves all of the Company’s distribution and
ancillary rates. The Company’s distribution revenue is determined by applying those
regulated rates to customers and their consumption of electricity in the Company’s
distribution territory, as established by its distribution license granted by the OEB.
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ii) Regulatory Assets and Liabilities

The Ontario Energy Board allows distribution companies to recover amounts incurred for
certain transitional costs as well as certain costs associated with the discretionary metering
activities under the Provincial Smart Meter Program which have been authorized to be
recovered through the rates. Net regulatory amounts recoverable totalled $4,141 (2011 -
$24,409). The current portion recoverable is $2,329 (2011 - $2,905). Net regulatory
liabilities for 2012 were $20,451 (2011 — $22,289).

ili) Letters of Credit

The Company has provided $6,600 (2011 - $6,600) in bank standby letters of credit to the
independent Electricity System Operator, as required by regulation.

iv) Credit Facilities

The Company has a committed 364 day extendable operating revolving loan facility of $15.0
million. The Company also has an uncommitted operating revolving line of credit facility of
$20.0 million. As at December 31, 2012 there were no amounts drawn under these facilities
(2011 - $ nil). In addition, the Company entered into an interest rate swap agreement for an
unsecured loan to fund its Smart Meter capital expenditure program. Principal repayments
on this loan commenced in October 2010 and are being amortized over a 10 year period
ending March 31, 2020. Balance outstanding at December 31, 2012 is $15,346 (2011 -
$17,650).

Related Party Transactions

The Corporation has contracted with London Hydro Inc. to provide billing and collection
services for water and wastewater charges on a cost recovery basis. Expenses for the year
were $3,361 (2011 - $3,400) and are included on the consolidated statement of operations.
At December 31, 2012, the Corporation has a receivable of $10,458 (2011 - $12,242) for
water and wastewater charges collected by London Hydro Inc. Miscellaneous receivables of
$53 (2011 - $9) are also outstanding at year end.

The Corporation also charged London Hydro Inc. rent totalling $100 (2011 - $100) and
received interest of $4,200 (2011 - $4,200) on the promissory note receivable. Both
amounts were recorded as revenues on the consolidated statement of operations. The
Corporation also received $3,000 (2011 - $2,500) in dividend payments, which were
recorded as a reduction in the investment in government business enterprises.

vi) Emerging Accounting Changes

International Financial Reporting Standards (‘IFRS")

The Canadian Accounting Standards Board (*AcSB”) has provided deferrals which allow rate
regulated entities to defer the adoption of IFRS until January 1, 2015.

The impact of the adoption of IFRS on the Company's financial position and results of
operations is not yet fully determined.
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b)

Fair-City Joint Venture Partnership

The following table provides condensed supplementary financial information reported sepa‘rately by

the Fair-City Joint Venture Partnership:

2012 2011
$ $
Financial Position
Current assets 2,373 1,651
Capital assets 12,069 18,098
14,442 19,649

Accrued liabilities 1,198 1,038
Reserves - 415
Deferred capital contributions 3,798 -
Partners’ capital 789 563
Long-term debt 6,920 7,562
Total liabilities 12,705 9,678
Net Assets 1,737 10,071
Results of Operations
Revenues 3,615 3,421
Operating expenses 3,044 2,517
Net earnings 571 904
Capital contribution (reduction) to reserve - (160)
Net earnings available to the Venturers 571 744
Net earnings available to the Corporation 286 372
Distribution to (contribution from) Corporation {87) 37
Corporation’s portion of earning retained in Joint Venture 199 409
Corporation’s investment in Fair-City Joint Venture’s net assets,

beginning of year 5,036 4,627
Adjustment from accounting policy changes (4,366) -
Corporation’s investment in Fair-City Joint Venture's net assets, end of

year 869 5,036
Promissory note due to the Corporation 7,143 7,730
Investment in Fair-City Joint Venture Partnership 8,012 12,766

i) On September 1, 2000, the Corporation entered into a joint venture with the Western Fair

i)

Association, to construct and operate a four-pad arena complex. The joint venture is in the
form of a partnership, referred to as the Fair-City Joint Venture and the investment is held in
the Civic Investment Reserve Fund. '

In return for a contribution of $5,000 and a twenty-year loan of $12,000, the Corporation
received an initial equity interest of 50% of the partnership. However, once the partnership
has repaid $5,000 of the above-noted loan, the Corporation’s equity interest will decrease
proportionately based on additional repayments, until the loan is completely repaid and the
equity interest has decreased to 30%. During the first five years of operation, 100% of
profits from the joint venture were paid to the Western Fair Association. In the current year
$87 (2011 - $73) of profit was available and distributed to the Corporation.

The Corporation also has an Ice Rental Agreement with the Fair-City Joint Venture .
Partnership for 240 hours per year. $1,646 was paid for ice rental in 2012 (2011 - $2,391)
which was recorded as an expense in the consolidated statement of operations.
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iii) The Fair-City Joint Venture Partnership made several changes to their accounting
policies during the year as follows:

The Joint Venture agreement has been amended to comply with Canadian accounting
standards for not-for-profit organizations. As a result management of the Joint Venture
Partnership (“management’) has amended their accounting policies and has retroactively
restated the comparative amounts for the changes in the joint venture partnership financial
statements.

Management changed the accounting policy with respect to the amortization of capital
assets. Prior to 2012, amortization of capital assets was not recognized as an expense in
the statement of operations as the Joint Venture agreement stipulated that assets be
recorded at cost. The accounting policy has been amended to recognize amortization
expense for all capital assets over their estimated useful lives.

Management also changed the accounting policy with respect to the related party debt
principal repayments. Prior to 2012 these amounts were reflected as an expense on the
statement of operations as stipulated by the Joint Venture agreement. The accounting policy
has been amended such that all principal repayments are recorded to reduce the
outstanding amount of the related party debt.

Management changed the accounting policy with respect to the City of London non-
refundable grant of $5,000. Previously, this grant was recorded as an addition to investment
in capital assets. The accounting policy has been changed to recognize the grant as a
deferred capital contribution, being amortized into income over 40 years.

In the Corporation’s consolidated financial statements, these adjustments have been treated
on a prospective basis. As a result the cumulative adjustment of $4,366 was recorded in the
current year as a decrease in “other revenue” in the consolidated statement of operations
and as a decrease in the investment in government business enterprises in the statement of
financial position.



THE CORPORATION OF THE CITY OF LONDON E.20
Notes to the Consolidated Financial Statements

Year ended December 31, 2012

(all dollar amounts in thousands of dollars)

c¢) City-YMCA Joint Venture Partnership

The following table provides condensed supplementary financial information reported
separately by the City-YMCA Joint Venture Partnership:

2012 2011
$ $

Financial Position
Capital assets 27,135 27,135
Accumulated amortization (2,026) (1,347)
Net Assets 25,109 25,788
Result of Operations
Amortization of capital assets 679 . 679
Net loss (679) (679)
Capital contributions during year - 424
Net assets, beginning of year 25,788 26,043
Net assets, end of year 25,109 25,788
Corporation’s portion of net assets 18,439 18,938
Investment in City-YMCA Joint Venture Partnership 18,439 18,938

The Corporation entered into a joint venture agreement with the YMCA of Western Ontario
(YMCA) in April 2009 to construct and operate the Stoney Creek Community Centre.

The Corporation was responsible for contributing the land, contributing costs related to
construction of the building and running the construction project. The YMCA was
responsible for contributing costs related to construction of the building. The Corporation’s
contributed share of the project was $19,929 or 73.432%.

Construction of this facility was completed in October 2010.

The Joint Venture Partnership has entered into a 40 year lease with the YMCA. The basic
rent to be paid to the Joint Venture Partnership by the YMCA is nominal annual rent. The
Joint Venture Partnership does not earn any other type of revenue. In accordance with the
lease agreement, the Joint Venture Partnership is not responsible for any costs, expenses or
outlays relating to the premises. All capital and operating costs are the responsibility of the
tenant, the YMCA.

At the end of the 40 year lease term, the Joint Venture Partnership will transfer the land and
building representing the facility to the YMCA for zero consideration. The transfer of the land
and building will result in the dissolution of the Joint Venture Partnership in 2049.
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7. Deferred Revenue

Deferred revenue on the consolidated statement of financial position is comprised of the following:

Funds deferred to future periods for specific purposes by
legislation, regulation or agreement:

Development Charges Act

- Recreation and transit

- Capital infrastructure
Federal and Provincial gas tax
Recreational land (The Planning Act)
Capital infrastructure for cultural services

Other deferred revenue:

Subsidy advances from Provincial Ministries for future periods
Prepaid deposits

Prepayment of recreation programs, facility rentals, memberships
Vacancy rebate allowances

Boards and commissions

Other deferred revenues

8. Long-term Liabilities

2012 2011
$ $

11,012 10,253
87,906 79,402
46,093 37,328
1,132 1,613
3,384 3,091
149,527 131,587
5,539 4,588
490 411
1,599 1,624
2,108 2,059
4,443 3,847
3,432 4,560
167,138 148,676

The Corporation has committed to provide capital grants to The University of Western Ontario and
Fanshawe College. Capital grants are subject to annual budget approval and are generally not
liabilities, however, the Corporation has committed to these multi-year grants in advance and

therefore these amounts are included in long-term liabilities.

Last year of obligatibn

University of Western Ontario 2012
Fanshawe College ' 2020
OMEX Insurance 2015
Elgin Area Landowner Compensation 2016

2012 2011
$ $
- 5,600
11,000 14,000
667 889
17 -
11,684 20,389
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9. Long-term Debt
Provincial legislation restricts the use of long-term debt to financing capital expenses only.
Provincial legislation allows the Corporation to issue debt on behalf of school boards, other local
.boards, municipal enterprises and utilities. The responsibility of raising amounts to service these
liabilities lies with the respective organization. The debt is a joint and several obligation of the
Corporation and the respective organization.
a) Long-term debt is as follows:
2012 2011
$ $
Long-term debt issued by the Corporation at various rates of
interest ranging from 1.40% to 5.75% (2011 —~ 1.40% to
5.75%) with maturity dates ranging from September, 2013
to June, 2024 o 196,002 163,105
Long-term debt issued by Ontario Infrastructure Programs
at various rates of interest ranging from 2.4% to 4.4%
(2011 — 2.4% to 4.4%) with maturity dates ranging from
December, 2014 to March, 2030 143,751 160,713
Long-term debt issued through Canada Mortgage and Housing
Corporation at an interest rate of 3.23% with a maturity
date of March, 2021 14,498 15,868
Long-term debt issued through the Federation of Canadian
Municipalities (FCM), as Trustee for the Green Municipal
Fund at an interest rate of 2.0% and maturing May, 2032 1,959 -
Long-term debt, assumed by unconsolidated local Boards,
other municipalities, municipal enterprises and utilities (7,451) (2,716)
Total long-term debt ‘ 348,759 336,970
Less: Unamortized debenture discount (1,316) (1,069)
Net long-term debt 347,443 335,901
Principal repayments are summarized as follows:
2013 2014 2015 2016 2017  Beyond Total
Recoverable From $ $ $ $ $ $ $
General municipal revenues 27,640 24,984 22187 22,475 21,298 77,755 196,339
Water user rates 1,152 1,193 1,235 1,280 1,325 5,157 11,342
Sewer user rates 8,797 7,883 7,632 7,697 7,659 46,241 85,709
Benefiting landowners 1569 206 - - - - 365
Discretionary reserve funds 4,199 3,541 3,215 3,286 3,371 13,544 31,166
Obligatory reserve funds 2,797 2,670 2,658 2,682 2,707 10,334 23,848
44,744 40,477 36,827 37,320 36,360 153,031 348,759

b) Total charges which are included in the consolidated statement of operations are as follows:

Interest on long-term debt
Amortization of debenture discount
Interest on capital lease obligations

2012 2011
$ $
10,956 11,633
199 269
143 121
11,298 12,023
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10.

11.

Capital Lease Obligations

2012 2011
$ $

2012 - 1,992
2013 1,481 942
2014 734 236
2015 148 -
Minimum lease payments 2,363 3,170
Less amount representing interest at 5% (2011 — 5% to 9.42%) 113 156
Present value of net minimum capital lease payments 2,250 3,014
Urban Works Payable

The Corporation operates a system of funding developer claims for construction of infrastructure
works. The claimable works generally benefit areas beyond the boundaries of the subdivision or
development which triggers the requirement for the works, and the cost of these works are shared
through development charge collections administered by the Corporation through the Urban Works
Reserve Fund (the “Fund”).

Claims are subject to approval by the Corporation. Payment of approved claims are further subject
to annual limits, and are only payable when sufficient funds have been accumulated to liquidate
claims. Liquidation of approved claims may be delayed indefinitely, until sufficient funds have
accumulated to allow for their settlement.

As at December 31% of each year, the value of all completed work is recognized as a liability in the
consolidated statement of financial position. Repayment of this liability remains subject to all of the
rules of the Fund, including a reliance on development charges received as the source for
repayment. Payments for the infrastructure projects are made from both the Urban Works Reserve
Fund and the Urban Works Storm Management Reserve Fund. At December 31% there is $234
(2011 - $2,024) in the Urban Works Reserve Fund and $2,143 (2011 - $2,964) in the Urban Works
Storm Water Management Reserve Fund to fund this liability.

Sanitary Storm Storm

Roads Sewer Sewer Water Total
$ $ $ $ $

Urban Works Payable Dec 31, 2010 10,781 12,507 12,756 12,215 48,259
Expenses : _
Value of construction work completed 2011 1,326 3,495 (3,608) 1,129 2,342
Payments :
From Urban Works Reserve Funds 2011 (3,545) (3,379)  (2,539) (2,591)  (12,054)
Urban Works Payable Dec 31, 2011 8,562 12,623 6,609 10,753 38,547
Expenses : ' ‘
Value of construction work completed 2012 1,353 (757) 2,831 (632) 2,795
Payments :
From Urban Works Reserve Funds 2012 (4,217) (3,375)  (3,620) (2,476) (13,688)

27,654

Urban Works Payable Dec 31, 2012 5,698 8,491 5,820 7,645
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The estimated future repayments of developer claims are as follows:

2013 2014 2015 2016 2017 Beyond Total
$ $ $ $ $ $ $
12,283 6,429 5,690 1,831 869 552 27,654

12. Employee Benefits Payable

Employee future benefits are liabilities of the Corporation to its employees and early retirees for

benefits earned but not taken as at December 31. Details are as follows:

2012 2011
$ $
Post-employment and post-retirement benefits a) 68,748 63,681
Workplace Safety and Insurance Board Obligation b) 38,074 32,012
Vacation credits c) 14,490 14,373
Vested sick leave benefits ‘ d) 5,971 7,282
127,283 117,348

Reserve funds and reserves have been established to partially provide for these employee benefit
liabilities. The reserve fund balances at the end of the year are $18,297 (2011 - $17,938), and the
Reserve balances at the end of the year are $47,233 (2011 - $39,033) to fund these obligations.

a) Post Employment and Post Retirement Benefits

The Corporation provides benefits, such as health, dental and life insurance to qualified retirees
until they reach 65 years of age and provides certain benefits to employees on long-term
disability. The liabilities reported in these consolidated financial statements are based on the

most recent actuarial valuation prepared as of December 31, 2012,

The significant assumptions used in the actuarial valuations are as follows:

2012 2011
% %
Discount rate 3.75 5.0
Rate of compensation increase 3.00 3.0
" 45-70

Healthcare cost increases 4.50 - 9.00
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The benefit obligation continuity is as follows:

2012 2011
Liability for post-employment and post-retirement benefits: $ $
Accrued benefit obligation, January 1 78,551 74,174
Current period benefit cost 3,931 3,769
Retirement interest expense 4,016 3,799
Actuarial gain (3,183)
Plan amendments 29 -
Benefits paid (3,614) (3,191)
Accrued benefit obligation, December 31 79,730 78,551
Unamortized actuarial loss ‘ (10,982) (14,870)
Liability for post-employment and post-retirement benefits 68,748 63,681
Post-employment and post-retirement benefits expense:
Current period benefit cost 3,931 3,769
Retirement interest expense ~ 4,016 3,799
Plan amendment 29 -
Amortization of actuarial loss 705 1,144
Total post-employment and post-retirement benefit expense 8,681 8,712

The actuarial loss is amortized over the expected average remaining service life of the related
employee group of 14 years (2011 — 14 years).

b) Workplace Safety and Insurance Board Obligation

c)

d)

The Corporation is a Schedule 2 employer under the Workplace Safety and Insurance Act, and
as such assumes responsibility for financing its workplace safety insurance costs. The accrued
obligation is determined using the estimated value of future benefit costs provided by WSIB and
any additional information known to the Corporation about future obligations. All expected future
payouts are discounted to December 31, 2012, using an appropriate discount rate.

Liability for Vacation Credits

Under the provisions of certain employee vacation plans, some vacation credits are earned as
at December 31 but are generally unavailable for use until a later date. In addition, the
provisions of certain plans allow the accumulation of vacation credits for use in future periods.
The approximate value of these credits as at December 31, 2012 is $14,490 (2011 - $14,373).

Liability for Vested Sick Leave Benefits

Under the sick leave benefit plan, certain unused sick leave can accumulate and employees
may become entitled to a cash payment when they leave the Corporation’s employment. The
liability for these accumulated days, to the extent that they have vested and could be taken in
cash by an employee on termination, amounted to $5,971 (2011 - $7,282) at December 31,
2012. During the year $1,448 (2011 - $1,420) was paid to employees who left the Corporation’s
employment.

Reserve funds and reserves have been established to provide for this past service liability. The
reserve funds balance at December 31, 2012 is $5,928 (2011 - $6,420), and the reserves
balance is $56 (2011 - $66). An amount of $914 (2011 - $1,072) has been contributed in the
current year.

Only employees of the Corporation which commenced their employment prior to February 1,
1985, Police employees starting before January 1, 1982 and Fire Employees starting before
January 1, 1991 are entitled to be paid out their balance of accumulated sick time at retirement,
which is the balance that makes up this liability.
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Anticipated future payments for vested sick leave to employees who are eligible to retire are as

follows:
2013 2014 2015 2016 2017 Thereafter Total
3 3 $ $ $ $ $

3,068 907 862 576 281 287 5,871

e) Pension Agreements

The Corporation makes contributions to the Ontario Municipal Employees’ Retirement System
Pension Fund (OMERS), which is a multi-employer plan, on behalf of its employees. The plan is
a contributory defined benefit plan which specifies the amount of the retirement benefit to be
received by employees based on length of service and rates of pay. Employers and employees
contribute jointly to the plan.

Since any surpluses or deficits are a joint responsibility of all Ontario municipalities and their
employees, the Corporation does not recognize any share of the OMERS pension surplus or
deficit in these consolidated financial statements.

- The amount contributed to OMERS for 2012 was $25,486 (2011 - $22,678) for current service.
Employer’s contributions for current service are included as an expense in the consolidated
statement of operations.

13.  Landfill Closure and Post-Closure Liability

PSAB Handbook Section 3270: Solid Waste Landfill Closure and Post-Closure Liability, sets out
the standard for anticipated closure and post-closure costs for existing and closed landfill sites.
This liability is the estimated cost to date, based on a volumetric basis, of the expenses relating to
those activities required when the site or phase stops accepting waste.

The Sanitary Closure costs include final cover and vegetation, completing facilities for drainage
control features, leachate monitoring, water quality monitoring, and monitoring and recovery of gas.
Post-closure care activities include all activities related to monitoring the site once it can no longer
accept waste, including acquisition of any additional land for buffer zones, treatment and
monitoring of leachate, monitoring ground water and surface water, gas monitoring and recovery,
and ongoing maintenance of various control systems, drainage systems, and final cover.

The estimated liability for the care of landfill sites is the present value of future cash flows
associated with closure and post-closure costs.
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Key assumptions in determining the liability at December 31, 2012 for landfills are as follows:

Active (W12A) landfill is expected to reach capacity in 2023

Remaining capacity of active (W12A) as at December 31, 2012 2.4 million tonnes
Expected closing cost in 2012 dollars $2,000

Inflation rate 1.8%

Discount rate 3.75%

Estimated time required for post-closure care - active landfill 75 years

Estimated remaining time required for post-closure care — closed landfills 35 - 40 years

2012 2011
$ $
Active landfill (W12A) closure, site rehabilitation and monitoring
obligation 18,650 13,844
Closed landfills site rehabilitation and monitoring obligation 9,282 9,319
27,932 23,163

A reserve fund has been established to partially provide for this sanitary landfill site closure and
post-closure liability. The reserve fund balance at December 31, 2012 is $11,504 (2011 - $9,832).
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14. Tangible Capital Assets
Balance at Balance at
December 31, December 31,
Cost 2011 Additions Disposals 2012
Land 366,061 13,381 70 379,372
Landfill and land improvements 124,124 0,684 2,687 131,121
Buildings and building improvements 834,418 24,775 3,017 856,176
Leasehold improvements 3,738 221 - 3,959
Machinery, equipment and furniture 343,078 20,857 10,281 353,654
Vehicles 99,273 12,034 6,644 104,663
Water infrastructure 596,278 34,462 1,782 628,958
Wastewater infrastructure 1,079,832 54,481 2,746 1,131,567
Roads infrastructure 1,002,390 61,306 17,810 1,045,886
Computers 6,748 2,408 2,512 6,644
Computers under capital lease 7,518 1,359 3,266 5,611
Assets under construction 155,175 59,981 89,920 125,236
Total 4,618,633 294,949 140,735 4,772,847
Balance at Balance at
December 31, Amortization  Amortization December 31,
Accumulated Amortization 2011 Expense Disposal 2012
Land - - - -
Landfill and improvements 52,644 6,149 2,687 56,106
Buildings and building improvements 312,397 24,949 2,692 334,654
Leasehold improvements 1,775 613 - 2,388
Machinery, equipment and furniture 168,481 23,132 10,203 181,410
Vehicles 53,223 9,424 6,544 56,103
Water infrastructure 170,737 12,721 1,300 182,158
Wastewater infrastructure 323,790 20,181 1,963 342,008
Roads infrastructure 352,987 33,769 16,674 370,082
Computers 4,295 1,966 2,511 3,750
Computers under capital lease 4,402 2,000 3,267 3,135
Assets under construction - - - -
- Total 1,444,731 134,904 47,841 1,531,794
Net book value Net book value
December 31, December 31,
2011 2012
Land 366,061 379,372
Landfill and land improvements . 71,480 75,015
Buildings and building improvements 522,021 521,622
Leasehold improvements 1,963 1,571
Machinery, equipment and furniture 174,597 172,244
Vehicles 46,050 48,560
Water infrastructure 425,541 446,800
Wastewater infrastructure 756,042 789,559
Roads infrastructure 649,403 675,804
Computers 2,453 2,894
Computers under capital lease 3,116 2,476
Assets under construction 155,175 125,236
Total 3,173,902 3,241,053
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a) Assets under construction

b)

c)

d)

e)

Assets under construction having a value of $125,236 (2011 - $155,175) have not been
amortized. Amortization of these assets will commence when the asset is put into service.

In the year that an asset is placed into service, the total cost of the developed asset is
transferred to each respective asset category as an addition and removed from assets under
construction as a disposal.

Contributed Tangible Capital Assets

Contributed capital assets have been recognized at fair market value at the date of contribution.
The value of contributed assets received during the year is $46,918 (2011 - $38,682) comprised
predominantly of roads infrastructure in the amount of $16,442 (2011 - $13,731) and water and
wastewater infrastructure in the amount of $25,502 (2011 - $22,338).

Tangible Capital Assets Disclosed at Nominal Values

Where an estimate of fair value could not be made, the tangible capital asset was recognized at
a nominal value. Land is the only category where nominal values were assigned.

Works of Art and Historical Treasures

The Corporation manages and controls various works of art and non-operational \historica!
cultural assets including buildings, artifacts, paintings and sculptures located at Corporation
sites and public display areas. These assets are not recorded as tangible capital assets and
are not amortized in the consolidated financial statements.

Write-down of Tangible Capital Assets

There were no write-downs of tangible capital assets during the year (2011 - $ nil).
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16. Accumulated Surplus

Accumulated surplus consists of individual fund surplus and reserves and reserve funds as
follows:

2012 2011
Surplus (deficit):
Invested in tangible capital assets 3,256,557 $3,189,715
Other (108,403) (149,124)
Local boards 684 680
Equity in government business enterprise . 226,059 225,758
Unfunded
Landfill closure and post-closure liability (27,932) (23,163)
Employee benefits payable (128,566) (118,737)
Net long-term debt (305,146) (305,430)
Accrued interest on long-term debt (1,140) (1,312)
Total surplus 2,912,113 2,818,387
Reserves set aside by Council:
Working capital 13,219 8,101
Contingencies 79,083 76,564
General operations 21,710 18,178
Total reserves 114,012 102,843
Reserve funds set aside for specific purpose by Council:
Infrastructure renewal 91,403 90,342
Acquisition of vehicles 20,570 20,641
Acquisition of facilities 15,484 13,484
Recreational programs & facilities 456 257
Self insurance 13,326 12,996
Sick leave 5,928 6,420
Industrial over sizing 30,564 28,603
Other purposes 87,706 84,426
Total reserve funds 265,437 257,169
Accumulated surplus - 3,291,562 $3,178,399

The Corporation has chosen to reflect items on a gross rather than a net basis. As such the
Corporation has reserve funds and reserves to satisfy certain obligations listed as unfunded in
the preceding table, as more fully described in notes 12 and 13.

16. Contingent Liabilities
a) Legal Actions

As at December 31, 2012, certain legal actions and other contingent liabilities are pending
against the Corporation. The final outcome of the outstanding claims cannot be determined at
this time. However management believes that ultimate disposition of these matters will not
materially exceed the amounts recorded in these consolidated financial statements.

Estimated costs to settle claims are based on available information and projections of estimated
future expenses developed based on the Corporation’s historical experience. Claims are
reported as an operating expense in the year of the loss, where the costs are deemed to be
likely and can be reasonably determined. Claims provisions are reported as a liability in the
consolidated statement of financial position.
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17.

b) Public Liability and Property Loss Self Insurance

The Corporation and its various Boards and Commissions are jointly self insured for liability,
property and casualty claims for varying amounts ranging up to $500 for any individual claim.

Insurance is also purchased for claims in excess of these limits to a maximum of $50,000 for
liability claims. The insured and self insured Boards and Commissions are: Museum London,
London Convention Centre Corporation, Covent Garden Market Corporation, London Police

. Services Board, Middlesex-London Health Unit, London Transit Commission and London &
Middlesex Housing Corporation.

The Corporation has made a provision for a reserve fund for self insurance which as at
December 31, 2012 amounted to $13,326 (2011 - $12,996) and is reported in Note 15 of the
consolidated financial statements. The contribution for the year of $4,351 (2011 - $4,916) has
been reported in the individual revenues on the consolidated statement of operations.

Claims expensed during the year amounting to $4,021 (2011 - $6,551) have been reported with
individual expenses on the consolidated statement of operations. The payment of these
expenses was funded through the self insurance reserve fund.

There were unsettled liability claims against the Corporation as at December 31, 2012 to be
paid from the self insurance reserve fund. The probable outcome of these claims cannot be
determined at this time.

Loan Guarantees

The Corporation has entered into an agreement which guarantees the borrowings of the Grand
Theatre up to a maximum of $750 (2011 - $750) in exchange for a mortgage on the land and
building of the Grand Theatre.

The Corporation has entered into an agreement which under certain conditions guarantees the
borrowings of Orchestra London up to a maximum of $500 (2011 - $500) expiring in December
2014, .

The Corporation entered into agreements which, under certain conditions, guarantee a $7,000 loan
from the Pacific & Western Bank of Canada to the trustee of the City of London Arena Trust. The
outstanding principal of this loan at December 31, 2012 is $4,648 (2011 - $4,960).

The Corporation has entered into an agreement, which under certain conditions guarantees a
$6,000 leasehold mortgage from the Bank of Montreal to the YMCA of Western Ontario, related to
the Stoney Creek Community Centre. The outstanding principal of this loan at December 31, 2012
is $5,133 (2011 - $5,533).

The Corporation has entered into an agreement which, under certain conditions, guarantees to
assume the purchase and payment of biock power on behalf of the Joint Water Boards. The
Corporation has posted performance letters of credit as a condition of its contract in the amount of
$5,000. There is no amount outstanding and no anticipated loss from this guarantee.

No amounts have been accrued in the consolidated financial statements of the Corporation with
respect to these guarantees, as it is not anticipated at December 31, 2012 that the Corporation will
need to make any payments as a result of providing the guarantees.
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18. Commitments

a) Section 474.18 of the Municipal Act, 2001, requires that the Corporation make annual
payments to the County of Middlesex for an indefinite period as compensation for the reduction
of income due to the dissolution of the London-Middlesex Suburban Roads Commission. The
amount paid in 2012 was $1,161 (2011 - $1,185). Payments are based on the base year of
1997 at $1,000 and are calculated contingent on annual assessment and tax rate increases.

b) The Corporation has future commitments on the Downtown Rehabilitation Program, which is a
program that allows for future reductions in property taxes. The future commitments are as

foliows:
2013 2014 2015 2016 2017 Beyond Total
$ $ $ 3 $ $ $
1,784 1,998 1,683 1,374 1,047 2,270 10,156

c) Contractual Obligations

i) The Corporation is committed to the following fleet and equipment purchases and
minimum annual operating lease payments for premises and equipment as follows;

2013 2014 2015 2016 2017 Beyond Total
$ $ $ $ $ $ $

15,608 5,667 4,273 3,382 1,613 3,575 34,018

ii) The Corporation has the following outstanding commitments remaining on facilities and
infrastructure contracts as at December 31, 2012:

2012 2011

$ $
Sanitary Sewer 19,244 9,880
Police ) 1,636 1,827
Roads 14,059 8,052
Water 8,396 7,591
Storm Sewer 7,062 ' 3,509
Recreation Facilities 362 -
General Government 3,401 3,179
Waste Disposal and Recycling 1,552 1,672
Commercial and Industrial 282 -
Transit 2,300 4,383
Cultural Facilities 325 -
Parks 902 -
Fire and Emergency Measures 991 1,431

60,512 41,524

These amounts represent uncompleted portions of contracts, as at December 31, 2012, on
major projects. The majority of payments on these outstanding commitments will be made in
2013.
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d) Derivatives

The Corporation has the following derivative contracts as at December 31:

e Contract, expiring October 31, 2013, for average daily natural gas purchases of 199

gigajoules, with a remaining contract value of $297

This derivative contract was purchased to provide price certainty for the majority of the
Corporation’s natural gas and electricity needs over the terms of the contracts. The value of
this contract is not reflected as an asset or liability in these consolidated financial statements. ‘

19.  Provincial Offences Court Administration and Prosecution

On March 26, 2001, pursuant to Bill 108, the Corporation assumed responsibility for Provincial
Offences Court Administration and Prosecution. The Province of Ontario transferred the
responsibility for the administration and prosecution of provincial offences in London-Middlesex to
the Corporation. This transfer was part of the Province’s strategy to realign provincial and
municipal roles in the delivery of public services. As a result, the Corporation was required to
establish its own administration, prosecution office and courtrooms to deal with charges laid under

the Provincial Offences Act.

2012 2011
$ $

Revenues

Fines 5,518 5,213

Expenses

Salary, wages and benefits 1,380 1,345

County share of net revenues 309 282

Occupancy costs : 320 322
~ Provincial government cost recovery 446 406

Administration costs 984 929

Equipment and maintenance 231 253

Total expenses 3,670 3,538

Excess of revenues over expenses 1,848 1,675

These results comprise part of the other revenue and protection to persons and property expenses

that are included in the consolidated statement of operations.
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20. Child Care and Hostel Subsidy Balance Reconciliation

The Corporation has a service contract with the Ministry of Community and Social Services and the
Ministry of Children and Youth Services. A reconciliation report summarizes, by business unit
code, all revenues and expenses and identifies any resulting surplus or deficit that relates to the
Service Contract. A review of this report shows overall programs to be in a surplus position as at
December 31, 2012. Any unspent amounts are reflected as accounts payable and accrued
liabilities in the consolidated statement of financial position.

2012 2012
: Subsidy Subsidy
Program Funded Received Spent
$ $

Child Care — Day Nurseries Act 19,915 19,914
Early Learning Child Care 2,099 2,100
Best Start Child Care 7,038 © 7,038
Early Child Development 290 290
Homelessness Programs 544 544
Domiciliary Hostels 148 143
Energy Emergency 303 303
Total 30,337 30,332

These results comprise part of the provincial transfer payments revenue and the social and family
services expenses that are included in the consolidated statement of operations.






