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INDEPENDENT AUDITORS' REPORT

To the Members of the Essex-Windsor Solld Waste Authority

We have audited the accompanying financial statements of Essex-Windsor Solid Waste Authority, which
comprise the statement of financial position as at December 31, 2010 and the statements of operations
and accumuiated surplus (deficit), change in 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 Responsibilily for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian generally accepted accounting principles 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.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal confrols relevant to the Entity's preparation and fair
presentation of the financlal statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We belleve that the audit evidence we have ohtained is sufficient and appropriaie to provide a basis for
our audit opinion.

KPMG LLP Is a Canadien fmlted lisbllity parinership and a member b of the KFMG
netwark of Independent member firms affifalad wih KPMG Internationat Cooperaliva
{HPMG International™), a Swiss eniity KPMG Canada provides sarvices (b KFMG LLP,



Opinion

In our opinicn, the financial statements present fairly, in all material respects, the financial position of
Essex-Windsor Solid Waste Authority as at December 31, 2010, and the results of its operations,
changes In net debt and cash flows for the year then ended in accordance with Canadian generally
accepted accounting principles.

Kins 4
/

Chartered Accountants, Licensed Public Accountants
July 5, 2011

Windsor, Canada



ESSEX - WINDSOR SOLID WASTE AUTHORITY

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2010, WITH COMPARATIVE FIGURES FOR 2009

2010 2009
$ $.

FINANCIAL ASSETS

Cash 20,531,997 16,776,383

Accounts receivable 4,005,998 3,158,391

Due from City of Windsor (Note 2) 12,877,079 11,991,190

Cther current assets 7.219 9,475
TOTAL FINANCIAL ASSETS 37,422,293 31,935,439
FINANCIAL LIABILITIES

Due to County of Essex 335,913 155,315

Accounts payable and accrued liabilities 3,182,980 1,916,517

Holdbacks payable - 4,500

Employee benefits payable (Note 4) 297,300 274,500

Reglonal landfill post closure costs (Note 5) 2,534,500 1,841,000

Net long term liability {(Note 6) 68,083,220 67,689,063
TOTAL FINANCIAL LIABILITIES 74,433,913 71,880,895
NET DEBT (37,011,620) {38,945,456)
NON-FINANCIAL ASSETS

Tangible capital assets (Note 7) 33,573,621 36,500,315

Prepaid expenses and deposit 82,088 87,866
TOTAL NON-FINANCIAL ASSETS 33,665,709 36,588,181
ACCUMULATED DEFICIT (Note 8) (3,355,911) (3,357,275)

CONTINGENCY (Note 11)

The accompanying notes are an integral part of this financial statement.



ESSEX - WINDSOR SOLID WASTE AUTHORITY

STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS(DEFICIT)

FOR THE YEAR ENDED DECEMBER 31, 2010, WITH COMPARATIVE FIGURES FOR 2008

Revenue
Tipping fees
Sale of recyclable malerals
Recovary of perpetual care costs
Rent
Interast income
Sale of scrap metal - public drop-off depats
Other
Stewardship Cnlaric - recycling operating funding
Stewardshlp Ontario - municipal househatd and speclal waste
Stewardship Onlario - tires
Stewardship Ontario - publle education and advertlsing
Stewardship Onlario - electronics
Sale of blue boxes
Sale of organic matarial
Insurance proceeds
Gain on sale of vehicles
Total Revenua

Expensas
Adminlstration
Realty
Recycling
Munclpal Hazardous or Speclal Wasle
Wasts reductlon and reusa
Advertising and public education
Perpetual Care - Landfill Site # 2
Perpetual Cara - Landfill Slte # 3
Regional landfill

Regional Landfll - inlifal construction and future cell developmant

Windsar Transfar Statlon #1
Kingsville Transfer Statlon #2
Windsor Public Depot
Regional landfill debenture/rental payments
Town of Essex compensation
Resldenis compensalion
Post employment/retirement employee benefits
Regional landfill post closure cosls (Note 5)
Amortization of tangible capital assels

Total expenses

Annual surplus {deficit)
Accumulated surplus (deficit), beginning of year

Accumulated deficit, end of year

The accompanylng notes are an integral part of this financial statement.

Budget Actual Actual
2010 2010 2009
$ $ $
{Unaudited -
Note 8)
15,691,040 14,934,908 12,353,727
3,057,650 3,651,552 2,213,563
B02,300 802,304 857,997
79,000 78,982 78,982
568,800 1,132,661 235,970
60,000 121,467 42,612
294,750 474,083 491,803
1,146,640 1,144,833 905,686
280,000 519,188 279,431
- 14,085 22,383
18,000 16,902 30,311
78,000 94,248 79,398
45,000 46,074 37,674
150,000 205,994 188,925
- 25,390 152,506
- 139,413 -
22,311,180 23,402,094 17,972,048
1,195,750 1,141,546 1,131,219
22,300 296,108 13,894
5,726,230 5,669,838 5,293 872
469,300 625,192 474,747
782,420 967,778 710,629
309,650 312,778 355,444
209,000 186,164 174,843
779,720 408,632 673,926
2,402,490 1,930,178 1,834,119
- 394,157 567,083
1,181,190 1,192,854 821,014
565,800 576,815 552,662
815,680 776,615 574,730
3,664,400 3,849,470 3,648,766
1,679,940 1,463,725 1,158,207
43,920 33,280 34,577
- 22,800 8,800
- 693,500 358,000
2,861,299 2,861,209 2,889,130
22,708,989 23,400,730 21,486,762
(397,809} 1,364 (3,514,714)
(3,357,275) 157,439
(3,355,911} {3,357,275)




ESSEX - WINDSOR SOLID WASTE AUTHORITY

STATEMENT OF CHANGE IN NET DEBT

FOR THE YEAR ENDED DECEMBER 31, 2010, WITH COMPARATIVE FIGURES FOR 2008

Annual surplus (deficlt)
Acquisifion of tangible capital assets
Amortization of tanglble capital assets

Galn on sale of tangible capital assets
Proceads on sale of tangible caplital assets

Acquisifion of prepaid expenses and deposits
Use of prepald expenses and deposils
Change In net debt

Net debt, beginning of year

Net debt, end of year

The accompanying notes are an integral part of this financiat statement.

BUDGET 2010 2009
3 5 5
{Unaudited -
Note 8)
(397,809) 1,364 {3.5614,714)
(298,600) (130,192) (579,487)
2,861,299 2,861,299 2,889,130
- {139,413) -
- 335,000 -
2,164,830 2,828,058 (1,205,071)
- (82,088) (87,868)
- 87.866 85,637
2,164,800 2,933,836 {1,207,300)
{39,945,456) (39,945,456) (38,738,156)
(37.780,566) {37,011,620) {39,845,456)



ESSEX - WINDSOR SOLID WASTE AUTHORITY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2010, WITH COMPARATIVE FIGURES FOR 2009

Cash provided by (usedin):

Operation Activities
Annual surplus(deficit)

Items not involving cash
Amortization of tangible capital assets
Galn on sale of tangible capital assels
Employee benefits payable
Regional landfill post closure costs

Changs in non-cash assets and liabilities
Accounts receivable
Due from City of Windsor
Prepaid expenses and deposits
Other current asses
Due to County of Essex
Accounts payable and accrued liabilitles
Holdbacks payable
Net change in cash from operating activities

Capital Activities
Proceeds on sale of tangible capital assets
Cash used to acquire tanglble capital assels
Net change in cash from capital activities

Financing Activities

Increase in net long term liabiiity
Net change in cash from financing activities
Net change in cash

Cash, beginning of year

Cash, end of year

2010
3

1,364

2,861,209
(139,413)
22,800
693,500

(847,607)

(885,889)
5,778
2,256
180,598
1,266,463

{4,500)
3,156,649

335,000

(130.192)
204,808

304,157
394,157
3,755,614
16,776,383

20,531,997

The accampanying notes are an integral part of this financial statement.

2009
3

T ————————————

(3,514,714)

2,889,130

8,800
368,000

(721,660)
(34,473)
(2,229)
660

1,033
(1,158,670)

(84,396)
(2,247,619)

(579,487)
{579,487}

567,083
567,083
(2,260,023)

__ 13,036,406

16,776,383



Essex-Windsor Solid Waste Authority 1
Notes to the Financial Statements
For the Year Ended December 31, 2010

The Essex-Windsor Solid Waste Authority (the "Autharity™} is a Joint Board of Management created by
the Corparation of the County of Essex (the "County”) and the Corporation of the City of Windsor (the
"City"} pursuant to an agreement dated May 18, 1894, {the "EWSWA Agreement") to establish, operate
and manage, among other things, the Regional Landfill, recycling and waste diversion programs.

1. Summary of Significant Accounting Policies and Reporting Practices:

The financial statements of the Authority are prepared In accordance with accounting policies prescribed
by the Public Sector Accounting Board of the Canadian Institute of Chartered Accountants.

Basis of accounting:
(i} Accrual:
The accrual basis of accounting recognizes revenue as it is earned and is measurable.

Expenditures are recognized as they are incurred and are measurable as a result of the
recelpt of goods or services and the creation of a [egal abligation to pay.

(i)  Non-financial Assets:

Non-financlal assets are not avallable to discharge existing liabilities and are held for use
in the provision of services. They generally have useful lives extending beyond the
current year and are not intended for sale in the ordinary course of operations.

(i}  Tangible Capital Assets:

Tangible Capital Assets are recorded at cost which includes amounts that are directiy
aftributable to acquisition, construction, development or beiterment of the asset. The
cost, less residual value, of the tangible capital assets, excluding land and landfill sites,
are amortized on a straight line basis over their estimated useful lives as follows:

Asset Classification & Amortization Schedule

Classification Useful Life (Years)
Buildings 15-20
Machinery & Equipment 5-15
Vehicles 7-10
Land Improvements 10-20
Heavy Machinery 7-10
Office Equipment 10

The Reglonal Landiill has an estimated service capacity of 8,000,000 tonnes and is being
amortized using the units of production method based on capacity used during the year.

Land has an infinite life and accordingly is not amortized.



Essex-Windsor Solid Waste Authority 2
Notes to the Financial Statements
For the Year Ended December 31, 2010

1.

Summary of Significant Accounting Policies and Reporting Practices (continued):

(iv)

(v)

(vi)

Landfill closure and post closure liahility:

The liability for closure and post closure care of the Regional Landfill is recognized over
the term of operation of the landfill, beginning when the site first accepts waste and will
be fully recognized when the site stops accepting waste. The change in the liability and
annual expenditure is determined pro-ratably based on the percentage of cumulative
cubic metres used over total estimated cubic mefres of capacity, to estimated total
closure and post-closure expenditures, less expenditures previously recognized.

The Authority also monitors two closed landfills. Under agreements with five local
municipalities, the Authority can recover the post closure care costs fram the local
municipalities in the same proportion as the waste deposited in the landfil. The local
municipalities bear the cost of monitoring the closed landfills and therefore the liabllity for
post closure costs have not been included in the liabllity for landfill post closure costs.

Employee future benefit obligations:

The Authority has adopted the accrued method of accounting for employee future
benefits as required by the Canadian Institute of Chartered Accountants. The cost of
future benefits earned by employees is actuarlally determined using the profected benefit
method prorated on service and assumptions of mortality and termination rates,
retirement age and expected inflation rate. Actuarial gains and losses on the accrued
benefit obligation arise from differences belween actual and expected experience and
from changes In the actuarial assumptions used to determine the accrued benefit
obligation. Aciuarlal gains and losses for non-pension post-retirement benefits are
amortized over the average remaining service perfod of active employees, which is 14
years, Actuaria! gains and losses for post-employment benefits are fully recognized in
the year they arise.

Use of estimates:

The preparation of the financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assels
and liabilities at the dates of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Significant Items subject to such
estimates and assumptions include the valuation of accounts recelvable, the valuation of
employee future benefits, the carrying value of Regional Landfill post-clasure costs and
the carrying value of tangible capital assets. Actual results could differ from those
estimates.



Essex-Windsor Solid Waste Authority 3
Notes to the Financial Statements
For the Year Ended December 31, 2010

2. Due from City of Windsor:

As mare fully described in note 6, the Authority received certain proceeds and investments in settlement
of certain litigation. These investments are held in trust by the City on behalf of the Authority and consist
of the following:

Market Value Market Value

2010 2009
$ 3

Bank of Montreal Stripped Coupon Bond
Maturing March 26, 2011 — 17,000 16,910 -
CIBC Stripped Coupon Bond
Maturing March 28, 2011 - 4,531,352 4,513,199 4,445 257
Province of Quebec stripped coupon Bond
Maturing March 30, 2011 — 318,029 318,168 -
Province of Ontario Stripped Coupon Bond
Maturing December 12, 2016 - 5,961,150 4,876,817 4,486,362
Government of Canada Stripped Coupon Bond
Maturing December 1, 2024 - 5,317,650 3,151,239 2,727,954
RBC Dominion Securities - Cash 746 331.617

$12,877,079 $11,891,190

3. Pension Agreements

The Authority contributes to the Ontario Municipal Employees Retirement System (OMERS} on behalf of
27 employees. OMERS is a multi-employer, defined benefit plan which specifies the amount of the
retirement benefit fo be received by employees based on their length of service and eamings.

The amount contributed to OMERS for 2010 was $105,091 (2009 - $101,567) for current service.
Contributions In the current year have been Included as an expense within the statement of operations
and accumulated surplus (deficit).

4. Employee Benefits Payable

Employee future benefit obligations are future liabilities of the Authority io its employees and retirees for
benefits earned but not taken as at December 31, 2010 and consists of the following:

2010 2009
$ $
Post retirement benefits 260,500 237,400
Post employment benefits 36,800 37,100

$297,300 $274,500




Essex-Windsor Solid Waste Authority 4
Notes to the Financial Statements
For the Year Ended December 31, 2010

The Authority measures its post retirement and post employment beneiit obligation for accounting
purposes as at December 31 each year. A valuation date of December 31, 2010 has been used. The
significant actuarial assumptions adopted in measuring the Authority's accrued benefit obligations are as
follows:

2010 2009
Discount rate 5% 4.41%
Medical trend rate
Initial 12% 12%
Ultimate 6% 6%
Dental trend rate 4% 4%

Information about the Authority's future obligation with respect to post retirement and employment
benefits are as follows:

2010 2009
$ §
Accrued benefit liability at the beginning of the year 274,500 265,700
Current service cost 12,800 11,700
Interest 13,300 13,100
Amortization of net actuarial losses (gains} 3,000 {9,800)
Benefits paid (6,300) (6,400}
Accrued benefit liabllity at the end of the year 297,300 274,500
Unamortized net actuarial gains {10,800) (17.800)
Accrued benefit obligations at the end of the year 286,400 $256,700

5. Regional Landfill Post-Closure Costs:

The Statement of Financial Position reflects a balance of $2,534,500 (2009 - $1,841,000) for Regional
Landfill closure and post-closure care expenditures, representing an estimate of expenditures that would
otherwise be Incurred had the Regional Landfill ceased receiving waste as of December 31, 2010. This
liability for perpetual care is to be recognized over the term of the Regional Landfill operation, the balance
of which Is currently estimated to be an additional 34 years, based on past and projected waste levels.
The site has an approximate capacity of 12.2 million cubic metres, of which 3.6 milllon has been
consumed to December 31, 2010. The nature of closure and post-closure expenditures will relate to final
cover and vegetation; monitoring, hauling and treating leachate; monitoring ground and surface water;
monitoring gas and mainienance of drainage system and final cover.

It is being estimated that by the time the Regional Landfill ceases operating in 2044, $92 million will be
required for closure and post-closure care for a perlod of 40 years subsequent to its closure, which is
management's current best estimate of the period such care will be necessary.

The Authority has established a reserve to fund these future expenditures, and at December 31, 2010,
the balance in this reserve fund approximated $7.3 million.

6. Net Long-Term Liability:

In July 2005, the County, City and Authority (the "Plaintiff") setiled a legal action commenced in the
Ontario Superior Court of Justice agalnst MFP Financial Services, Leasing-Infrastructure Financing Trust
1 ("LIFT") and others in which the Plaintiffs had alleged that certain of the defendants had fraudulently
and negligently misrepresented the rate of interest payable by the Plaintiffs in respect of a head lease and
sublease intended to be a loan to finance certain costs incurred by the Authority to develop the Regicnal
Landfill and pay the costs of future landfill expansions.



Essex-Windsor Solid Waste Authority 5
Notes to the Financial Statements
For the Year Ended December 31, 2010

Under the terms of the mediated and Court approved settlement, LIFT assigned its rights under the
ariginal head lease which the Court ruled was a loan from LIFT to the County and City, to Sun Life
Assurance Company Limited ("Sun Life"). Sun Life restructured the loan, in favour of the debenture in the
amount of $62,808,331, bearing interest at 6.427% per annum, issued by the County, on behalf of the
County and the Authority. The County and the City are jointly liable for the debenture, which provided for
principal and Interest payments on January 15 and July 15 of each year, commencing January 15, 2008
(interest only) and maturing on July 31, 2031. Total interest over the term of the debenture will aggregate
$88,454,950. Other significant terms and conditions of the setilement are as follows:

(a)

{b)

(c)

(d)

Cash proceeds of $5,728,000 held by LIFT on account of a payment previously owing
under the head lease were distributed to the County and City and used to retire certain
indebtedness incurred In prior years by the Authority with respect to Regional Landfill
expenditures,

Investments held by another defendant with a book value of $10,195,743 (refer to note 2)
at the date of settlement were distributed to the County and the Authority. At their
respective maturity dates, these investments will be considered as further advances by
LIFT as provided under the original head [ease agresment. .

Payment of $7,146,880 by LIFT to the County and City, which was used, along with
interest earned thereon, towards payments otherwise due with respect to the Sun Life
debenture during the period commencing January 15, 2006 and ended on January 15,
2008. Those proceeds were intended to effectively reduce the original cost of borrowing
included in the head lease and sub-lease during this pericd. As part of the agreement,
no other payments with respect to the debenture are payable during this imeframe.

The investments noted in paragraph (b} above are currently being held by the City in trust
for the Authority.

Payment of $2,400,000 by MFP Financial Services Limited on account of costs of the
legal action incurred by the Plaintiffs.

Net Long term liability consists of;

2010 2009
$ $
Debenture payable 66,115,755 65,732,988
Accrued Interest 1,967,465 1,956,075
: $68,083,220 $67,689,063

Under the terms of the debenture agreement, no principal repayments are required until
July 2013 and the excess of interest otherwise payable over the actual amount of the
debenture payments due annually is capitalized as part of the debenture payable.

Principal payments due aver the next five years are as follows:

2011 -
2012 .
2013 $214,856
2014 $449,066

2015 and thereafter $65,451,833
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Essex-Windsor Solid Waste Authority

Notes to the Financial Statements

For the Year Ended December 31, 2010

8. Accumulated Deficit:

Accumulated deficlt consists of Individual fund surplus {deficit) and reserves as follows:

DEFICIT
Invested in tangible capital assets
Unfunded
Net long-term liability
Landfill closure costs
Employee benefits
Total deficit

RESERVES

Equipment Replacement

Rate Stabllization

Working Capital

Reglonal Landfill

Regional Landfill Perpetual Care
Regional Landfill Debt Retirement
Regional Landfill Future Cell Construction
Landfill 2 Perpetual Care

Landfill 3 Perpetual Care
Recycling

Total reserves

Total accumulated deficit

2010 2009
$ 5
23,475,828 25,208,883
(68,083,220) (67,689,063)
(2,534,500) (1,841,000)
(297,300) (274,500)
(47.439,192) (44,595,680)
6,231,111 5,692,806
2,034,439 1,304,611
650,000 650,000
1,176,189 1,382,225
7,294,329 6,741,161
12,404,248 12,492,534
12,877,079 11,991,190
32,794 65,856
410,592 168,022
972,500 750,000
44,083,281 41,238,405
(3,355,911 (3,357,275)




Essex-Windsor Solid Waste Authority 9
Notes to the Financial Statements
For the Year Ended December 31, 2010

9. Budget Data:

The unaudited budget data presented in these financial statements is based upon the 2010 operating and
capital budgets approved by the Authority on December 1, 2009. Amortization was not contemplated on
development of the budget and, as such, has been included based on the actual 2010 figure. The chart
below reconciles the approved budget to the budget figures reported in these consolidated financial
statements.

Budget Amount
Revenue:

Operating Budget $ 24,177,469

Capital Budget 298,600
Less:

Transfers from other funds (2,164,889)
Total Revenue $22,311,180
Expenses:

Operating Budget $ 22,708,989

Capital Budget 298,600
Less:

Capital Expenditures {298,600)
Total Expenses $22,708,989
Annual Deficit $ (397,809)
10. Expenditures by Object:

2010 2009
$ ¥
Operating goods and services 13,171,578 11,751,849
Regional Landfill financing costs 3,848,470 3,648,766
Municipal and residential compensation 1,497,005 1,193,784
Salarles, wages and employees benefits 2,021,378 2,003,233
Amortlzation 2,861,299 2,889,130

23,400,730 $21,486,762

11. Contingency:

During the normal course of operations, the Authority may be subject to various legal actions. The
settlement of these actions, if any, is not expected to have a material effect on the financlal statements of
the Authorify.



