ANSWERS TO RURAL FOCUS GROUP QUESTIONS
From delegation to Council April 15, 2025

1.1 How much are the grants in lieu for the LLRW Waste Facility and the OPG
Wesleyville property?
1.2 Will they both be used to reduce the Ward 2 tax levy?

Answer

The payments in lieu of taxes for the LLRW Waste Facility and the OPG Wesleyville property are
approximately $280,000 (amount combined and rounded to provide context without providing
individual property tax information).

These payments in lieu of taxes arise from and are impacted by various legislation (e.g.
Municipal Act, Assessment Act, Electricity Act, Payments in Lieu of Taxes Act). Based on the
circumstances of the property, some are applied to reduce the overall amount to be raised
from taxes, and some included in the weighted assessment that the tax levy is allocated to.
Both have the impact of reducing property taxes paid by the Rural area.

2.1 Will the non-interest revenue in the Ward 2 LLRW Fund be used to reduce the Ward 2 tax
levy?

2.2 Will there be an accounting of all the money missing from the Ward 2 LLRW Fund?

2.3 Where has the money gone and what has to be done to bring it back?

Answer

The net earnings from the Rural LLRW Fund money invested is used to reduce the rural tax levy
in accordance with Council direction (Resolution 114/2018 below). Historically and currently,
this includes all earnings on the fund, not just interest.




114/2018
Moved by Councillor Bickle
Seconded by Councillor Meadows

WHEREAS Council intends to establish the 2019 Municipal Budget at the
January 8, 2019 Council meeting, it is appropriate to consider the allocation of
the earned interest from the $10 million Rural Low Level Radioactive Waste
(LLRW) Fund;

AND WHEREAS it is important that the Municipality establish policies to ensure
the best interests of rural citizens are being served and to safeguard the
longevity of the fund to the benefit of our rural residents;

NOW THEREFORE BE IT RESOLVED THAT the annual net increase in the
value of the Rural LLRW fund is to be applied as follows:

+ B0% of the annual net increase in the value of the fund will be applied
directly to reduce the annual Rural area Municipal levy, and

* 20% will remain in the Rural LLRW fund to generate incremental eamings
to offset the increasing cost of living.

CARRIED

The practice identified in the above resolution began in 2015 and has continued every year
since. The usage of funds was less consistent in years prior to 2015, and an accounting was
completed in 2016 identifying the usage of Rural LLRW Funds since inception in 2001. A media
release was issued on October 27, 2016 advising the community, and the document was posted
on the Municipal website (document is attached for reference).

The ‘LLRW Rural Area Reserve Fund’ graph the Rural Focus Group provided to Council is
incorrectly presented as ‘conflicting values’ and the legend poses the question as to whether
reports are overstated. This is misleading because both are not true. To clarify, both reported
values are accurate, they are established using different valuation methods that are meant for
different purposes. The CIBC statements identify the market value of the investment account,
or more simply, the value it could be sold for at a point in time, plus accrued interest. The
Municipality’s Financial Statements present the reserve fund value and value of investments on
an accrual accounting basis, as required by Public Sector Accounting Standards. These same
statements further identify both the accrual/cost and market values for total investments in the
Investments note annually, side by side for transparency. Example, Note 4 in 2023 Financial
Statements:



CORPORATION OF THE MUNICIPALITY OF PORT HOPE

MNotes to Consolidated Financial Statements (continued)

Year ended December 31, 2023

4. Investments:

2023 2022

Market Market

Level Cost value Cost value

Cash and cash equivalents 1 % 11687696 $ 11687686 % 14947019 $ 14947019
Fixed income securities 1 23,597,575 23,241 988 19,117,589 18,476,231

$ 35285271 5 34,929,674 5 34,064,608 $ 33,423,250

The primary difference in the two valuation methods is that the accrual accounting takes the
premium or discount on the bonds held in the investment account (the difference between the
purchase value and the value at maturity) and recognizes a portion of the change each year
until the bond matures. The market value simply identifies the value the bonds could be sold
for on the open market at a specific point in time. The accrual method provides a more stable
recognition of the full earnings of the investment, which in turn provides more stability for the
net earnings used to reduce the Rural tax levy. Upon each bond’s maturity, the net earnings
realized over the term of the investment is the same.

There can also be timing differences between the value of the reserve funds and the
investments held. This is explained in the 2016 document ‘Accounting of Usage of Ward 2 LLRW
Funds from 2001 to Present’ attached and previously published for public review. For example,
in 2001 $300,000 was applied to reduce the Rural tax levy, but only $250,907 net earnings were
achieved. The Rural Fund value was reduced by $250,000 in 2001 and the remaining $50,000
deduction caught up in 2003. The actual investment withdrawal occurred in 2002. Regardless of
the investment valuation method, in this example there is a timing difference that would result
in differences between the investment value and the Rural LLRW Fund value in 2001 and 2002
(before considering the impacts of other transactions occurring in those years).

Finally, it should be noted that the annual Financial Statements are audited by a qualified third
party, as required by Provincial legislation. Further, the attached 2016 document ‘Accounting of
Usage of Ward 2 LLRW Funds from 2001 to Present’ was reviewed by a Manager from the
Municipality’s auditor, KPMG, as a special specified audit procedure.



In summary, to ensure there is no further misunderstanding:

e Interest and ‘non-interest revenue’ are both being used to reduce the Ward 2 tax levy
e An accounting of the Ward 2 LLRW fund has already been provided (and is attached)
e There is no money ‘missing’ or ‘gone’ so nothing is required to ‘bring it back’

3.1 Will Port Hope accept the requirements of Section 290 of the Municipal Act?

3.2 How much is Port Hope indebted to its taxpayers as a result of not applying its annual
surpluses to subsequent years tax levies as required?

3.3 Will a third party of some sort be called in to correct this situation or will Port Hope be
making the corrections itself?

Answer

Recognizing that the use of surplus or deficits from one year being used to increase or
decrease the tax levy in a following year reduces stability of the tax levy, many municipalities
have adopted a policy of transferring any surplus or deficit to reserve(s), thereby eliminating
the surplus or deficit of the year. This is considered a best practice in the industry. This same
practice is used by many other lower-tier municipalities, including neighboring Hamilton
Township and Clarington, and many upper-tier municipalities, including Northumberland
County. The Municipality of Port Hope formally adopted this practice by resolution in 2020 as

follows:

42/2020
Moved by Councillor Bickle
Seconded by Councillor Meadows

WHEREAS Council at their July 7, 2020 meeting considered a Staff Report
regarding General Operating Fund Balance Transfers;

AND WHEREAS Council considers it financially prudent to utilize the Municipal
Stabilization Reserve to annually save favourable variances to budget as a
contingency to fund unfavourable variances to budget in order to provide stability
to the tax levy;

AND WHEREAS Council recognizes the importance of Asset Management
Planning and funding the Asset Replacement Reserve;

NOW THEREFORE BE IT RESOLVED THAT Council authorizes the Treasurer
to annually transfer the surplus/deficit balance in the General Operating Fund
to/from the Municipal Stabilization Reserve, and that if in any year, the Treasurer
determines that the Municipal Stabilization Reserve reaches an adequate level of
funding, that any remaining surplus be transferred to the Municipal Asset
Replacement Reserve.

CARRIED



The net of surplus and deficits since this practice began is $25,018, so there is no significant
accumulation of surplus. Like most, if not all, municipalities across the Province, the
Municipality of Port Hope has an annual infrastructure funding deficit which is an important
consideration in the context of surplus funds.

The ‘Surplus Revenues (Deficits) By Year’ graph the Rural Focus Group provided to Council is
incorrectly presented as ‘cash available to reduce subsequent levies’. This is misleading because
it is not accurate. A surplus or deficit on the Municipality’s Financial Statements does not mean
that the Municipality has extra funds. This has been explained previously by the Municipality,
including as part of a Staff Report on July 7, 2020, and is further explained on the Ministry of
Municipal Affairs and Housing website, from which the following excerpt most specific to the
matter is provided:

In a financial statement, the annual surplus/deficit shows whether the revenues generated were
greater than the expenses incurred, including non-cash expenses such as amortization.

Surplus and deficit in a financial statement do not necessarily indicate performance.
For example:

a surplus does not mean that a municipality has extra funds to spend. It could mean that a
municipality that has funds reserved for future obligations such as paying retirement benefits

a deficit could be the result of an unexpected emergency, or the reporting of amortization expense

Reference: Municipal budget planning: surplus & deficit | Tools for municipal budgeting and
long-term financial planning | ontario.ca

4.1 Will the March 18 Resolution Report be available prior to finalizing the 2025 tax levy?

Answer

Staff have retained a third party to prepare a report to be presented to Council at a future
Council meeting in accordance with the Council direction provided. This is detailed work being
conducted for a period of 25 years and the consultant requires 8 weeks to prepare the report
and presentation. As a result, the presentation of this information to Council is currently
planned for June 17, 2025. Representatives from the Rural Focus Group will be contacted as
part of the review to provide input to the consultant.


https://www.ontario.ca/document/tools-municipal-budgeting-and-long-term-financial-planning/municipal-budget-planning-surplus-deficit
https://www.ontario.ca/document/tools-municipal-budgeting-and-long-term-financial-planning/municipal-budget-planning-surplus-deficit
https://www.ontario.ca/document/tools-municipal-budgeting-and-long-term-financial-planning/municipal-budget-planning-surplus-deficit

The first tax levy payment on the final tax bill is due late June, requiring bills to be issued in late
May/early June. The Municipality has recently received the final information required to
prepare the tax levy report, rates and by-law, which is anticipated to be presented in May.

Unfortunately, the time requirements of the third-party report and final tax bills do not
provide for the report to be completed and considered by Council in advance of the final
property tax rates being finalized for 2025. An important further consideration in the
context of timing is that due to the nature of the report being on tax allocation within the
community, any substantial changes Council may consider following the report would be
anticipated to include time for a community consultation process as has been done in the
past quite extensively.

5.1 Will Port Hope commit to match Hamilton Township mill rates for its Ward 2
taxpayers? Similar taxes for similar services.

Answer
This is a complex matter that you have asked Council to consider and cannot be answered by
staff.

6.1 Will the answers to all the above questions be provided before the end of the month
of April?

Answer

Yes, the answers and additional information have been provided before the end of April. As
noted above, the Municipality has previously prepared and published information relevant to
the questions posed including an accounting of the use of the LLRW funds following previous
similar concerns being raised.



e
MUNICIPALITY OF
PORT HOPE

October 27, 2016
RE: Accounting of Usage of Ward 2 LLRW Funds from 2001 to Present
Summary

This is an accounting that has been prepared pursuant to the judgment of Justice McCarthy of
the Superior Court of Justice dated June 30, 2016.

As set out below, from the inception of the LLRW Funds, there has been a total of $4,980,351
paid out. It has been applied in the following manner:

e $2,586,263 direct application to reduce the Ward 2 tax levy
e $152,328 to reduce Ward 2 related capital or operating expenses
e $2,241,760 to Building and Equipment Reserves

Introduction and Approach Overview

This document is an accounting of how the money in the Ward 2 (Former Hope Township) Low
Level Radioactive Waste funds (the “LLRW Funds”) has been dealt with by the Municipality of
Port Hope (the “Municipality”) from 2001 to present.’

The LLRW Funds were received as a grant from the Federal Government as part of the
Agreement for the Cleanup and the Long-Term Safe Management of Low-Level Radioactive
Waste Situate in the Town of Port Hope, Hope Township, and the Municipality of Clarington, as
amended (the "Agreement”).

Several summary-type documents about the LLRW Funds have been created in recent years
for a variety of purposes. Most recently, a summary of use of the LLRW Funds was filed as
evidence in the Ontario Superior Court of Justice in the matter of Angus and Ross v. the
Municipality of Port Hope.? An earlier version was posted on the Municipal website in 2014 as
part of the Municipal Tax Allocation Review.

! The tables in this accounting reflect the LLRW Funds usage in 2016 and net earnings to June 30, 2016.
The final net earnings for 2016 will not be known until January 2017.

% The differences between the summary document filed in the Angus proceeding (which is attached as
Appendix 1) and this accounting are identified at Table 5.
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Due to the historical nature of this accounting, some documentation pertaining to the 2001-2016
period is no longer available. In those instances, the Municipality has relied on its other detailed
documentation and its electronic accounting system journal.

The LLRW Funds have been held in an investment account (the “Investment Account”). When
reviewing this accounting, readers should be aware of the following:

o Timing differences. In many cases, the following events did not occur in the same year, as
explained in Tables 2 and 4 and their accompanying notes:

a. Ward 2 residents received the benefit of the LLRW Funds;

b. The “balance” of the LLRW Funds was reduced for accounting and bookkeeping
purposes; and/or

c. The LLRW Funds were actually withdrawn from the Investment Account.

These timing differences can make it challenging to produce an easy-to-follow summary,
although the Municipality has made best efforts to do so. Critically, because of the various
timing differences that have occurred over the history of the management of the LLRW
Funds, the Investment Account balance at any point in time will not reflect perfectly the
LLRW Funds balance. Depending upon the timing differences, the Investment Account
balance may be higher than the LLRW Funds balance. The difference is represented by
amounts owing from the LLRW Funds to the Municipality at that point in time. In this
accounting, the Municipality has provided a presentation of the balances of the LLRW Funds
from time to time, net of the amounts owing between the LLRW Funds and the Municipality.

¢ Record keeping inaccuracies. In reviewing 15 years of accounting records, the Municipality
has discovered some minor inaccuracies, many of which were discovered in the following
year and corrected. In this document, the entries are recorded generally as they were
originally. There are two adjustments included in this accounting to accurately reflect the
LLRW Funds activity.

e Review by auditor. This accounting has been reviewed by a manager from the
Municipality’s auditor, KPMG, as a special specified audit procedure. In some cases, it has
also been reviewed by the Municipality’s current and former senior staff to verify accuracy.

How to Read this Accounting
This accounting has five tables displaying the transactions of the LLRW Funds:

e Table 1 is an accounting by year of the revenues (money earned) and use (how funds were
directed) of the LLRW Funds by category;

e Table 2 identifies the “direct application to levy” use (as described in detail below) column of
Table 1, reconciling the differences in timing between the use of the money and the
recording of the use of the money (the “timing differences” as described above);



e Table 3 identifies the specific projects where money from the LLRW Funds was used to
reduce the budget amount required to be levied (taxed to residents) by directly applying
LLRW Funds money to a capital or operating project expense located in Ward 2 as shown in
aggregate on Table 1;

o Table 4 identifies the timing differences between the recording of LLRW Funds use and
cash withdrawals from the Investment Account which holds the LLRW Funds; and

e Table 5 identifies the differences between this accounting and the previous summary of use
document filed in the Angus matter.



1. Accounting by Year and Fund Use Category

Table 1 summarizes the net earnings on the LLRW Funds by year and identifies the use by
category for each year since the initial deposit of $10 million dollars in 2001.

Table 1
Summary of Ward 2 LLRW Fund
Direct Application Transfers to
. Direct Application to Capital or Building & Cumulative
vear Net Earnings to Warspz Levy Opefating Equipmgent Balance
Expense in Ward 2 Reserves
Deposit 10,000,000

2001 250,907 250,000 10,000,907
2002 222,022 172,929 50,000 10,000,000
2003 266,186 266,185 10,000,001
2004 329,109 326,836 10,002,274
2005 430,958 429,550 10,003,681
2006 333,161 91,000 239,000 10,006,842
2007 407,396 (13,000) 400,000 10,027,238
2008 348,747 (32,000) 2,975 405,000 10,000,010
2009 369,540 94,516 267,856 10,007,178
2010 350,590 350,000 10,007,768
2011 320,030 320,030 10,007,768
2012 299,719 299,719 4,837 10,002,931
2013 360,160 100,000 259,874 10,003,217
2014 309,878 10,313,096
2015 281,817 248,000 10,346,913

2016 YTD 142,668 230,263 10,259,318

Adjust #1 50,179 10,309,497

Adjust #2 216,781 10,092,716
Total 5,073,067 2,586,263 152,328 2,241,760

Notes to Table 1:
Net Earnings includes:

¢ Earnings on the LLRW Funds (includes: paid interest, realized capital gains, accrued
interest, reversal of prior period accrued interest, annual amortization of investment
instrument premium or discount)

e Less fees (includes: investment management fees, custodial fees, sales tax on fees and any
sales tax rebate)

e Any other accruals or reconciling adjustments not pertaining to use of the LLRW Funds

Note that net earnings on the Investment Account are apportioned separately from the amount
of money in the Investment Account that pertains to the LLRW Funds and the amount of money



that pertains/is owed to the general municipal bank account. See the “ldentification of the
LLRW Funds Cash Withdrawals from Investment Account” section.

Direct Application to Ward 2 Levy is the amount of money recorded (see Table 2 re: timing
differences) as used from the LLRW Funds to reduce the budget amount required to be levied
on Ward 2 ratepayers.

The historical records suggest that Council has taken different approaches to reducing the levy.
Starting in 2001, Council determined the amount to apply to the levy based on the projected
LLRW Funds’ earnings (e.g. $300,000). In other years, Council implemented a specific levy
change target (e.g. 2%) and used the LLRW Funds to achieve that target. In some years, this
“change target” approach resulted in a negative value for direct levy use. This is reflected in the
entries for 2006, 2007, and 2008 on Table 2, and described in the notes to Table 2. In 2015 and
2016, Council used 80% of the net earnings on the LLRW Funds to directly reduce the levy and
left the remaining 20% of net earnings in the LLRW Funds.

Direct Application to Capital or Operating Expense is the amount of money recorded as
used from the LLRW Funds towards a specific capital or operating project expense located in
Ward 2 to reduce the budget amount required to be levied.

These amounts were identified separately from the general levy reduction amounts. See Table
3 for the specific projects where funds were used.

Transfers to Building and Equipment Reserves is the amount of money transferred from the
LLRW Funds to the Municipal Building and Equipment Reserves.

Cumulative Balance is the sum of the opening balance (being the prior year closing balance)
and net activity in the LLRW Funds for the year. This value reconciles to the Municipality’s
general ledger year-end balance with the exception of the two adjustments noted below.

2016 Transactions

In 2016, Council approved $230,263 to be used to directly reduce the Ward 2 tax levy. The May
31, 2016 Investment Account statement reflects this withdrawal and there is an accounting entry
in the municipal records for the same amount.

There are no approved or planned further uses of the LLRW Funds for any purpose for the
remainder of the year. Similarly, there are no further planned withdrawals. The figures for 2016
have been included in order to display as completely as possible the situation up to June 30,
2016 as the Municipality has not yet received the July — September report. The final net income
on the LLRW Funds will not be known until January 2017.

Correcting Adjustments

In preparing this review, the Municipality discovered two inaccurate entries that require
correction. In these circumstances, an adjusting entry will be noted and recorded in the future.



Adjustment 1

In 2011, in order to address the growing balance owing to the municipal general bank account
from the Investment Account (see Table 4), the Municipality withdrew funds from the Investment
Account. Unlike other withdrawals which involved cash transfers, in this instance, the
Municipality transferred investments from the Investment Account to the general municipal
investment account. As a result, the investment statements do not show one line for a
withdrawal of cash as would typically be seen.

At the time, the Municipality recorded the sum of the historical cost of the investments as the
amount of the withdrawal. It should have been recorded as the current value of the investments
at the time of the transfer. The Municipality, after discussion with CIBC Investment Counsel, has
recalculated this transaction as follows:

Due to General Investment
LLRW Funds = Municipal Bank
Account Balance
Account
Recorded in 2011
Transfer to general municipal investment account $ (1,934,998.00)| $ (1,934,998.00)
(reflects historical cost)
Corrected 2011 Entry
Record gain and proceeds on investments
transferred to recognize current market value $60,173.47 => $ 50,179.32 $ 9,994.15 | $ 60,173.47
(allocated based on opening values in account for the year) 83% 17%
Transfer to general municipal investment account $ (1,995,171.47) $ (1,995,171.47)
(current market value of investments at time of transfer)
Adjustment Required
Record gain and proceeds on investments
transferred to recognize current market value $60,173.47 => $ 50,179.32 $ 9,994.15 | $ 60,173.47
Increase transfer amount in addition to previously
recorded $ (60,173.47)| $ (60,173.47)
($1,995,171.47 less $1,934,998.00 already recorded)

There should have been an entry for the sum of the proceeds and net gain on the value of the
investment as of the date of transfer, as if the investments had been sold. The net earnings
arising from the transfer should have been allocated between the Investment Account and the
general municipal bank account.

This inaccuracy did not create a reconciling issue between the Investment Account and the
general municipal bank account because the omission of the net earnings entry was directly
offset by recording the transfer at historical value instead of market value.



In summary, the impact of this adjustment entry is:

e Recognition of an additional $50,179.32 of net earnings on the LLRW Funds as shown in
Table 1

e Recognition of an additional $9,994.15 of net earnings on the due to municipal general
bank account as shown in Table 4

e Recognition of an additional $60,173.47 withdrawn from the Investment Account as
shown in table 4

Adjustment 2

Council approved the 2012 Tax Levy Rate By-law (32/2012) which stated that $516,500 was to
be used from the LLRW Funds to reduce the amount required to be levied. The tax levy rate
calculation spreadsheet for Ward 2 identifies that the full $516,500 was used to reduce the
Ward 2 tax levy. In 2012, only $299,719 was recorded as used from the LLRW Funds. The
remaining $216,781 was recorded as a reduction from the Ward 1 LLRW Funds incorrectly and
should have instead remained as an amount outstanding from the Ward 2 LLRW Funds.

This adjustment recognizes the additional $216,781 that was used to directly reduce the Ward 2
levy in Table 1, and needs to be recorded in Table 2 as a prior year timing difference correction.
The result is an additional amount owed to the general municipal bank account, as shown in
Table 4, so that the Ward 1 LLRW Funds can be repaid.



2. Reconciling the Direct Application to Levy Timing Differences

Table 2 identifies the “direct application to levy” column of Table 1, reconciling the differences in
timing between the use of the LLRW Funds and the recording of the use of the LLRW Funds.

Table 2
Reconciling the Direct Application to Levy Timing Differences
Amount of
Year Ward 2 Amount Curre_nt Year RF;ZC;?:ES Cum_ulative
Levy Recorded Variance Prior Years Variance
Decrease
2001 300,000 250,000 (50,000) (50,000)
2002 387,500 172,929 (214,571) - (264,571)
2003 237,500 216,185 (21,315) 50,000 (235,886)
2004 285,500 90,950 (194,550) 235,886 (194,550)
2005 346,000 235,000 (111,000) 194,550 (1112,000)
2006 (20,000) (20,000) - 111,000 0)
2007 (13,000) (13,000) - 0)
2008 (32,000) (32,000) - (0)
2009 - - - 0)
2010 - - - 0)
2011 - - - (0)
2012 516,500 299,719 (216,781) (216,781)
2013 100,000 100,000 - (216,781)
2014 - - - (216,781)
2015 248,000 248,000 - (216,781)
2016 YTD 230,263 230,263 - (216,781)
Adjust #1 - - - (216,781)
Adjust #2 - - - 216,781 ©

Notes to Table 2:

In 2001, Council approved $300,000 of the LLRW Funds to reduce the budget amount required
to be levied. However, the LLRW Funds only realized net earnings of $250,907 (Table 1) that
year. The Municipality recorded $250,000 as being transferred out of the LLRW Funds. This
resulted in a shortfall of $50,000 that was ultimately repaid by the LLRW Funds to the
Municipality in 2003. Similarly, the 2002 and 2003 shortfalls were resolved in 2004, and the
2004 shortfall was resolved in 2005.

In 2005, Ward 2 ratepayers received the benefit of $111,000 more in levy reduction than was
recorded as being transferred out of the LLRW Funds. To correct this discrepancy, in 2006, the
Municipality reduced the Building and Equipment Reserves by $111,000 and transferred the



money from the Building and Equipment Reserves to the general municipal bank account to
offset the shortfall. This correction has been reflected in Tables 1 and 2 by increasing the
amount recorded as being applied to reduce the levy so that the benefit received by Ward 2
ratepayers reconciles to the amount recorded as used. The amount transferred from the LLRW
Funds to Building and Equipment Reserves in Table 1 has been reduced by the same amount
in 2006.

In 2005 onwards, the amount applied to the levy was transferred in the year that it occurred,
except for in 2012 as explained in the note to Table 1 regarding Adjustment 2.

The amounts referenced under the cumulative variance heading are the principal amounts of
the cumulative variance and do not include any income accrued on those variances.



3. Identifying the Direct Application to Capital and Operating Expenses in Ward 2

Table 3 identifies the specific projects where money from the LLRW Funds was used to reduce
the budget amount required to be levied (taxed to residents) by directly applying LLRW Funds
money to a capital or operating project expense located in Ward 2, as shown in aggregate on
Table 1.

Table 3

Direct Application to Capital or Operating Expense in Ward 2

Fire Pumper

Year
Truck

Canton Cenotaph Kellogg Road Total

2001 -
2002 50,000 50,000
2003 -
2004 -
2005 -
2006 -
2007 -
2008 2,975 2,975
2009 5,000 89,516 94,516
2010 -
2011 -
2012 4,837 4,837
2013 -
2014 -
2015 -
2016 YTD -
Adjust #1 -
Adjust #2 -
Total 50,000 12,812 89,516 152,328

Notes to Table 3:

All of the projects in the table above that were funded in part by the Ward 2 LLRW Funds were
geographically located in Ward 2 of the Municipality. The Fire Pumper Truck was originally
located at the Garden Hill Fire Station until it was moved to the Welcome Fire Station where it is
currently located.
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4. I|dentification of the LLRW Funds Cash Withdrawals from Investment Account

Table 4 identifies the timing differences between the recording of LLRW Funds use and cash
withdrawals from the Investment Account which holds the LLRW Funds.

Table 4
LLRW Funds Cash Withdrawals from Investment Account
Total Used Withdrawn Gljel;irtgl '2?(5:::;?5 Total Due to
Year from LLRW from Municipal Municipal Qe_neral
Funds Investment Bank Bank Account Municipal Bank
Account Account Portion Account
2001 250,000 - 250,000 250,000
2002 222,929 (300,000) 172,929 172,929
2003 266,185 (175,407) 263,707 2,631 266,338
2004 326,836 (377,685) 215,489 9,911 225,400
2005 429,550 (300,000) 354,950 2,029 356,979
2006 330,000 (300,000) 386,979 8,927 395,906
2007 387,000 - 782,906 13,772 796,678
2008 375,975 - 1,172,653 18,952 1,191,605
2009 362,371 - 1,553,977 36,070 1,590,047
2010 350,000 - 1,940,047 51,163 1,991,210
2011 320,030 (1,934,998) 376,242 60,415 436,657
2012 304,556 - 741,213 25,566 766,779
2013 359,874 (588,682) 537,971 2,259 540,230
2014 - - 540,230 2,062 542,292
2015 248,000 (798,589) (8,297) 5,864 (2,433)
2016 YTD 230,263 (230,263) (2,433) (1,510) (3,943)
Adjust #1 - (60,173) (64,117) 9,994 (54,122)
Adjust #2 216,781 - 162,659 - 162,659

Notes to Table 4:

Total Used from LLRW Funds is the sum of money from the LLRW Funds that was directly
applied to reduce the levy, the money directly applied to capital or operating projects, and the
money transferred to Building and Equipment Reserves (as shown in the 3 categories of use
columns of Table 1), as applicable.

Withdrawn from Investment Account is the total value of withdrawals by year from the
Investment Account which holds the LLRW Funds.

Due to General Municipal Bank Account is the “Total Used from LLRW Funds”, less the
amount “Withdrawn from the Investment Account”, plus the “Total Due to General Bank
Account” ending balance from the prior year. This identifies the amount of money that has not
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yet been withdrawn from the Investment Account, but that has been used, and therefore is the
amount due to the general municipal bank account. For example, if the budget levy is reduced
by $300,000 but those funds are not actually withdrawn from the Investment Account and
transferred to the general municipal bank account, then the LLRW Funds would owe the general
municipal bank account $300,000.

Net Earnings on Due to General Municipal Bank Account portion of Investment Account
is the amount of net earnings (as described in the notes to Table 1) in the Investment Account
allocated to the money owing to the general municipal bank account.

For example:
Due to General Investment
LLRW Funds Municipal Bank Account
Account Balance
Opening Balance $10,000,000 $300,000 $10,300,000
Portion of Total Investment Account Balance 97.09% 2.91% 100.00%
January Net Earnings  $10,000 $9,709 $291 $10,000
January Closing Balance $10,009,709 $300,291 $10,310,000

Since the LLRW Funds make up 97.09% of the total amount in the Investment Account it is
allocated 97.09% of the net earnings for the month. The remaining 2.91% is allocated similarly,
increasing the amount pertaining to the general municipal bank account in the Investment
Account.

Total Due to General Municipal Bank Account is the sum of the amount due to the general
municipal bank account arising from timing delays between use and withdrawal plus the net
earnings on that outstanding amount during the year.

There were two withdrawals done in 2015. The first was to transfer the remaining delayed
payments to the bank as the internal records showed at that time. The second transfer was to
withdraw the amount used to reduce the levy.
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5. Differences between this Accounting and the Version in the Court Filing

A previous version of the summary of use of the LLRW Funds was filed as evidence in the
Ontario Superior Court of Justice in the matter of Angus and Ross v. the Municipality of Port
Hope. The Municipality has updated this document, which was created in 2010. The updates
are identified in Table 5.

Table 5
Differences between this Accounting and the Version in the Court Filing
Direct
. S Transfers to
Direct Application to S .
. S . Building & Cumulative
Year Net Earnings Application to Capital or .
Levy Operating Equipment Balance
Reserves
Expense
Deposit -
2001 - 250,000 (250,000) - -
2002 - 172,929 (172,929) - -
2003 - 28,685 (28,685) - -
2004 (8,528) 41,336 (49,864) - -
2005 83,550 83,550 - - -
2006 - 111,000 - (1112,000) -
2007 - - - - -
2008 - - - - -
2009 (82,144) - - (82,144) -
2010 - - - - -
2011 - - - - -
2012 - - - - -
2013 - - - - -
2014 0) (248,000) - - 248,000
2015 281,817 248,000 - - 281,817
2016 YTD 142,668 230,263 - - 194,222
Adjust 1 50,179 - - - 244,402
Adjust 2 - 216,781 - - 27,621
Total 467,542 1,134,544 (501,478) (193,144)
Verification:
Table 1 5,073,067 2,586,263 152,328 2,241,760
Court Filing 4,605,525 1,451,719 653,806 2,434,904
Difference 467,542 1,134,544 (501,478) (193,144)

Notes to Table 5:

For the years 2001-2004, the differences arise from the review of By-laws 52/2001, 26/2002,
35/2003, 41/2004 indicating the amounts previously shown as applied to capital or operating
expenses were actually directly applied to the levy in the amounts indicated in Table 2. These
amounts were not recorded in full in the year in which the levy was reduced.
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The Municipality made the following other adjustments:

recognized in 2004 that $8,528 had been recorded as part of a levy use transaction, but
was in fact interest due to the general municipal bank account. As a result, the Net
Earnings and Direct Application to Levy on Table 1 were reduced,;

corrected the Direct Application to Levy value (combination of amount regarding current
year and previous year) in 2005 and offset by an increase to Net Earnings;

reduced $111,000 from the Transfers to Building and Equipment Reserves in 2006 in
order to record the prior year’s unrecorded Direct Application to Levy use as described in
Table 2;

reduced the Transfers to Building and Equipment Reserves to reflect a reduced amount
of Net Earnings in 2009;

moved the 2014 Direct Application to Levy amount to 2015 as this previously showed
how the Net Earnings were used but is more appropriately recorded in the year in which
it occurred,;

2015 and 2016 were not previously included in the document filed with the Court but
have now been included to reflect the additional information since the previous version;
and

The adjustment rows reflect the adjustments as described following Table 1.

Conclusion

In conclusion, from the inception of the LLRW Funds, there has been a total of $4,980,351 paid
out. It has been applied in the following manner:

e $2,586,263 direct application to reduce the Ward 2 tax levy
e $152,328 to reduce Ward 2 related capital or operating expenses
e $2,241,760 to Building and Equipment Reserves

14



Appendix 1 — Municipality of Port Hope Court Filing

Municipality of Port Hope
Summary of LLRW Fund 2001-2014 Usage

W1 and W2 Summary of LLRW Interest Usage

Year Interest Net of Fees Direct Application to Direct Application to Transfers to Bldg & Cumulative Balance
Levy Capital and Operating Equip Reserves

Deposit - - - - 20,000,000
2001 508,847 - 500,000 - 20,008,847
2002 472,211 - 481,058 - 20,000,000
2003 743,403 475,000 268,402 - 20,000,001
2004 839,737 353,500 49,864 434,000 20,002,374
2005 769,598 378,000 - 390,000 20,003,972
2006 766,577 (20,000) - 750,000 20,040,549
2007 850,508 (13,000) - 850,000 20,054,057
2008 781,057 (32,000) 2,975 860,000 20,004,140
2009 883,700 - 94,516 780,000 20,013,324
2010 718,930 - - 715,000 20,017,254
2011 662,558 150,000 - 662,558 19,867,254
2012 634,668 366,500 22,552 100,453 20,012,417
2013 731,781 150,000 - 581,495 20,012,704
2014 589,738 479,200 - - 20,123,241
Total 9,953,313 2,287,200 1,419,367 6,123,505

Ward 1 Interest Usage

Year Interest Net of Fees Direct Application to Lewy Direct Application to Transfers to Bldg & Equip Cumulative Balance
Capital and Operating Resenes

Deposit 10,000,000
2001 257,939 250,000 10,007,939
2002 250,189 258,129 10,000,000
2003 477,217 237,500 239,717 10,000,000
2004 502,100 68,000 434,000 10,000,100
2005 422,191 32,000 390,000 10,000,291
2006 433,416 400,000 10,033,707
2007 443,112 450,000 10,026,819
2008 432,311 455,000 10,004,130
2009 432,016 430,000 10,006,146
2010 368,340 365,000 10,009,486
2011 342,527 150,000 342,527 9,859,486
2012 334,949 66,781 17,715 100,453 10,009,486
2013 371,622 50,000 321,621 10,009,487
2014 279,859 231,200 10,058,146
Total 5,347,789 835,481 765,561 3,688,601

Ward 2 Interest Usage

Year Interest Net of Fees Direct Application to Lewy Direct Application to Transfers to Bldg & Equip Cumulative Balance
Capital and Operating Resenes
Deposit 10,000,000
2001 250,907 250,000 10,000,907
2002 222,022 222,929 10,000,000
2003 266,186 237,500 28,685 10,000,001
2004 337,637 285,500 49,864 10,002,274
2005 347,408 346,000 - 10,003,681
2006 333,161 (20,000) 350,000 10,006,842
2007 407,396 (13,000) 400,000 10,027,238
2008 348,747 (32,000) 2,975 405,000 10,000,010
2009 451,684 94,516 350,000 10,007,178
2010 350,590 350,000 10,007,768
2011 320,030 320,030 10,007,768
2012 299,719 299,719 4,837 10,002,931
2013 360,160 100,000 259,874 10,003,217
2014 309,878 248,000 10,065,096
10,065,096
Total 4,605,525 1,451,719 653,806 2,434,904
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