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INDEPENDENT AUDITOR'S REPORT

To the Board Members of Severn Sound Environmental Association:

Opinion

We have audited the financial statements of Severn Sound Environmental Association, which comprise the
statement of financial position as at December 31, 2019, and the statements of operations, the change in its net
financial assets (debt) and its cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
Severn Sound Environmental Association as at December 31, 2019, and the results of its operations and its cash
flows for the year then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

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

Responsibilities of Management and Those Charged with Governance for the Financial Statements

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

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

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

Auditor's Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements. As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
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. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.
. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

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

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

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

identify during our audit.
/5407%/;// &I/avo/ /MG’ %%A

Huntsville, Ontario Pahapill and Associates Professional Corporation
October 15, 2020 Chartered Professional Accountants

Authorized to practise public accounting by

The Chartered Professional Accountants of Ontario
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SEVERN SOUND ENVIRONMENTAL ASSOCIATION
STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2019

2019 2018
FINANCIAL ASSETS
Cash and cash equivalents 4635 $ -
Accounts receivable, no allowance 188,543 118,449
Due from related parties (Note 2) 31,758 5,632
224,936 123,981
LIABILITIES
Accounts payable and accrued liabilities 190,379 33,216
Deferred revenue 4,625 33,599
Employee future benefits (Note 3) 88,928 86,122
283,932 152,937
NET FINANCIAL ASSETS (DEBT) (58,996) (28,956)
NON-FINANCIAL ASSETS
Tangible capital assets - net (Note 4) 200,726 38,575
Prepaid expenses 2,966 2,357
203,692 40,932
ACCUMULATED SURPLUS (NOTE 5) 144,696 $ 11,976

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



SEVERN SOUND ENVIRONMENTAL ASSOCIATION
STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS
FOR THE YEAR ENDED DECEMBER 31, 2019

Budget Actual Actual
2019 2019 2018
{Note 8)
REVENUE
Municipal contributions $ 673,787 $ 656,505 $ 592,115
Lake Simcoe Region Conservation Authority 119,193 57,572 105,710
Province of Ontario grants 2,500 2,500 4,850
Projects and recoveries 105,000 67,321 49,598
Community and private donations 4,000 325,630 33,894
Tree distribution 17,000 15,699 12,973
Federal grants - 3,920 12,540
Interest earned - 4,657 3,648
TOTAL REVENUE 921,480 1,133,804 815,328
EXPENSES
Salaries and benefits 548,495 509,874 505,706
Benefits 151,456 150,955 136,029
Materials and office 57,113 52,467 57,891
Contracted services 75,231 218,352 55,666
Rent and financial 89,185 62,464 52,362
Amortization 6,972 6,972 5,121
TOTAL EXPENSES 928,452 1,001,084 812,775
ANNUAL SURPLUS (DEFICIT) (6,972) 132,720 2,553
ACCUMULATED SURPLUS, BEGINNING OF YEAR 11,976 11,976 9,423
ACCUMULATED SURPLUS, END OF YEAR $ 5004 $ 144,696 $ 11,976

The accompanying notes are an integral part of these financial statements



SEVERN SOUND ENVIRONMENTAL ASSOCIATION
STATEMENT OF CHANGE IN NET FINANCIAL ASSETS (DEBT)
FOR THE YEAR ENDED DECEMBER 31, 2019

Budget Actual Actual
2019 2019 2018
(Note 8)

Annual surplus (deficit) $ (6,972) $ 132,720 $ 2,553
Acquisition of tangible capital assets (169,123) (169,123) (15,883)
Amortization of tangible capital assets 6,972 6,972 5,121
Use of prepaid expenses - (609) 3,433
Increase (decrease) in net financial assets (169,123) (30,040) (4,776)
Net financial assets (debt), beginning of year (28,956) (28,956) (24,180)
Net financial assets (debt), end of year $ (198,079) $ (58,996) $ (28,956)

The accompanying notes are an integral part of these financial statements



SEVERN SOUND ENVIRONMENTAL ASSOCIATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2019

2019 2018
Operating transactions
Annual surplus (deficit) 132,720 § 2,553
Non-cash charges to cperations:
Amortization 6,972 5,121
Employee future benefits 2,806 340
142,498 8,014
Changes in non-cash assets and liabilities:
Accounts receivable (70,094) (78,625)
Accounts payable and accrued liabilities 157,163 (38,847)
Deferred revenue (28,974) 22,176
Due to/from related patties (26,226) 99,732
Prepaid expenses (609) 3,433
31,260 7,869
Cash provided by operating transactions 173,758 15,883
Capital transactions
Acquisition of tangible capital assets {169,123) (15,883)
Cash applied to capital transactions (169,123) (15,883)
Net change in cash and cash equivalents 4,635 -
Cash and cash equivalents, beginning of year - -
Cash and cash equivalents, end of year 4,635 $ -

The accompanying notes are an integral part of these financial statements



SEVERN SOUND ENVIRONMENTAL ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
Year Ended December 31, 2019

Severn Sound Environmental Association (the "Association") is a water management agency established in 2009 by
a letter agreement among local Municipalities, Environment Canada and the Ontario Ministry of the Environment.

The local Municipalities are the Town of Midland, Town of Penetanguishene, Township of Tay, Township of Tiny,
Township of Oro-Medonte, Township of Severn, Township of Georgian Bay, and the Township of Springwater.

1. SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Association are prepared by management in accordance with public sector
accounting standards for local governments as recommended in the Public Sector Accounting Board
"PSAB" of the Chartered Professional Accountants Canada. Significant aspects of the accounting policies
adopted by the Association are as follows:

Basis of Accounting

(i) Accrual basis of accounting
Revenues and expenses are reported on the accrual basis of accounting. The accrual
basis of accounting recognizes revenues in the period in which the transactions or events
occurred that give rise to the revenue; expenses are recognized in the period the goods or
services are acquired and a legal liability is incurred or transfers are due.

(ii) Non-financial assets
Non-financial assets are not available to discharge existing liabilities but 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.

(a) 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.
Tangible capital assets received as donations are recorded at their fair value at the date
of receipt. The cost, less residual value, of the tangible capital assets are amortized on
a straight-line basis over their estimated useful lives as follows:

Equipment - 4 to 10 years
Wells - 35 years

Annual amortization is not charged in the year of acquisition.



SEVERN SOUND ENVIRONMENTAL ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
Year Ended December 31, 2019

(i)

(iv)

v)

(vi)

(b) Pension agreements:

The Association is an employer member of the Ontario Municipal Employees
Retirement System (OMERS), which is a multi-employer, defined benefit pension plan.
The Board of Trustees, representing plan members and employers, is responsible for
overseeing the management of the pension plan, including investment of the assets and
administration of the benefits. The Association has adopted defined contribution plan
accounting principles for this Plan because insufficient information is available to apply
defined benefit plan accounting principles. As such, the Association's contributions due
during the year are expensed as incurred.

(c) Employee future benefits:
Vacation entitliements are accrued for as entitlements are earned. Sick leave benefits
are accrued when they are vested and subject to pay out when an employee leaves the
Association. Non-vesting sick leave benefits are accrued and subject to pay out if
employees chose to top up their salary under the short-term sick leave plans.

Revenue recognition
Conditional grant revenue is recognized to the extent the conditions imposed on it have
been fulfilled. Unconditional grant revenue is recognized when funding is receivable.

All revenue other than government transfers and interest revenue, is recognized when
received.

Interest revenue is recorded when earned.

Government Transfers

Government transfers, which include entitlements and legislative grants, are recognized as
revenue in the financial statements when the transfers is authorized and any eligibility
criteria are met, except to the extent that transfer stipulations give rise to an obligation that
meets the definition of a liability. Transfers are recognized as deferred revenue when
transfer stipulations give rise to a liability Transfer revenue is recognized in the statement
of operations as the stipulation liabilities are settled. Government transfers consist of
grants and subsidies for various operating and capital programs.

Deferred Revenue .
Deferred revenue represents funds which have been applied for and collected but for which
the related services have yet to be performed. These amounts will be recognized as
revenues in the fiscal year the services are performed.

Use of Estimates

The preparation of financial statements in conformity with Canadian public sector
accounting standards 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 pericd. The principal estimates used in the preparation
of these financial statements are the useful lives of tangible capital assets and the
allowance for doubtful accounts. Actual results could differ from management's best
estimates as additional information becomes available in the future.

In addition, the Association's implementation of the Public Sector Accounting Handbook
PS3150 has required management to make estimate of historical cost and useful lives of
tangible capital assets.



SEVERN SOUND ENVIRONMENTAL ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
Year Ended December 31, 2019

(vii) Collections
Collections, including works of art and historical treasurers, are not capitalized in the
statement of financial position. Purchases of collection items are expensed in the year in
which the items are acquired. Contributions of collection items are reported as revenue
and expense at their fair value. When fair value cannot be determined, the contribution is
recognized at nominal value.

2. DUE FROM RELATED PARTIES
The Asscciation received $656,505 (2018 $592,115) in Municipal contributions from related parties.

The Treasurer Municipality (Township of Tay, effective Jan 1, 2018) collects receivables and remits
payments to vendors on behalf of the SSEA throughout the calendar year. As such, the balance due from
related parties as at December 31, 2019 of $31,758 from the Township of Tay (2018 $5,532 from the Town
of Midland) represents the remaining operating funds held by the Treasurer municipality once all financial
assets and liabilities are settled.

Amounts due to/from related parties consists of $92,363 due from participating municipalities which is
included in accounts receivable and $127,224 due to Township of Tiny, which is included in accounts
payable at December 31, 2019.

These transactions are in the normal course of operations and are measured at the exchange value (the
amount of consideration established and agreed to by the related parties), which approximates the arm's
length equivalent value for sales of product or service.

3. EMPLOYEE FUTURE BENEFITS

An actuarial estimate of future liabilities has been completed using the most recent actuarial valuation in
February 2020 and forms the basis for the estimated liability reported in these financial statements.

The following table sets out the continuity of the accrued benefit obligation.

2019 2018
Accumulated sick leave entitiements $ 35200 $ 34,000
Accrued health and dental benefit liability 47,200 41,200
Vacation payable 6,528 10,922
$ 88,928 $ 86,122

Information about the accumulated sick leave entittements and accrued health and dental benefit liabilities
are as follows:

2019 2018
Accumulated benefit obligation, beginning of year $ 75200 $ 76,100
Add: Benefit/service cost 7,700 5,700
Add: Interest 4,500 2,400
Less: Amortization of actuarial gains 2,900 (1,500)
Less: Benefit contributions (7,900) {(7,500)

$ 82,400 § 75,200
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SEVERN SOUND ENVIRONMENTAL ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
Year Ended December 31, 2019

The significant actuarial assumptions adopted in measuring the Assocciation's accrued benefit obligations
are as follows:

2019 2018
Discount rate 3.00 % 3.90 %
Salary escalation 2.00 % 3.00 %
Dental premium rates 6.20% for 2019 reducing by 0.20% in each year to an ultimate rate of 4%

Health premium care rates __7.23% for 2019 reducing by 0.15% in each year to an ultimate rate of 4%

4. TANGIBLE CAPITAL ASSETS
The following table provides information on the tangible capital assets of the Association by major asset

class.
Machinery Wells TOTAL TOTAL
Equipment 2019 2018
and
Fumiture
COSsT
Balance, beginning of year $ 127,320 §$ - $ 127,320 § 111,437
Additions and betterments 169,123 169,123 15,883
__BALANCE, END OF YEAR 127,320 169,123 296,443 127,320
ACCUMULATED AMORTIZATION
Balance, beginning of year 88,745 - 88,745 83,624
Annual amortization 6,972 - 6,972 5,121
BALANCE, END OF YEAR 95,717 - 95,717 88,745
TANGIBLE CAPITAL ASSETS-NET $ 31,603 $ 169,123 $ 200,726 $ 38,575

5. ACCUMULATED SURPLUS
The Association's accumulated surplus balance is comprised of the following:

2019 2018
Invested in tangible capital assets (Note 4) $ 200,726 % 38,575
Reserves and reserve funds 62,122 -
Unrestricted surplus (deficit) (35,752) 48,601
Amounts to be recovered in future years (82,400) (75,200)

$ 144,696 3 11,976
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SEVERN SOUND ENVIRONMENTAL ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
Year Ended December 31, 2019

6. PENSION AGREEMENTS

The Association makes contributions to the Ontario Municipal Employees Retirement System ("OMERS"),
which is a multi-employer pension plan, on behalf of full time members of staff. The plan is a contributory
defined benefit plan, which specifies the amount of the retirement benefit to be received by the employees
based on the length of service and rates of pay. Each year an independent actuary determines the funding
status of OMERS Primary Pension Plan (the Plan) by comparing the actuarial value of invested assets to
the estimated present value of all pension benefits that members have earned to date. The most recent
actuarial valuation of the Plan was conducted at December 31, 2019. The results of this valuation
disclosed total actuarial liabilities of $106,433 million with respect to benefits accrued for service with
actuarial assets at that date of $103,046 million indicating an actuarial deficit of $3,397 million. Because
OMERS is a muiti employer plan, any Plan surpluses or deficits are a joint responsibility of Ontario
municipal organizations and their employees. As a result, the Association does not recognize any share of
the Plan surplus or deficit.

The amount contributed to OMERS for the current year was $41,443 (2018 $41,828) for current service and
is included as an expense on the Consolidated Statement of Operations.

7. GOVERNMENT TRANSFERS

Government transfers include monetary transfers based on cost-sharing agreements between the levels of
government. Specific funds are also transferred when the Association provides evidence that the qualifying
expenditures have been incurred. The Association also receives government transfers once certain criteria
have been met or with the stipulation that the funds are used for specific projects or expenses (entitlements
with stipulations). Any transfers received where the transfer stipulations have not been met by year-end are
recorded as deferred revenue.

The amount of funding provided to the Association for each project is subject to final review and approval
by these government organizations. As at the date of these financial statements, funding for the ongoing
projects have not been subject to this review process. Any future adjustments required as a result of this
review will be accounted for at that time.

8. BUDGET FIGURES

The unaudited budget adopted for the current year was prepared on a fund basis, and has been amended
to conform with the accounting and reporting standards adopted for the current year actual results.

9. COMPARATIVE FIGURES

Certain 2018 amounts in these financial statements have been reclassified to conform with their
presentation in 2019.




