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MANAGEMENT'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The accompanying financial statements of The Corporation of the Town of Cobalt are
the responsibility of the Corporation of the Town of Cobalf's management and have
been prepared in compliance with legislation, and In accordance with generally
accepted accounting principles for local governments established by the Public Sector
Accounting Board of The Chartered Professional Accountants of Canada. A summary
of the significant accounting policies is described in Note 1 to the financial statements.
The preparation of financial statements necessarily involves the use of estimates based
on management's judgment, particularly when transactions affecting the current
accounting period cannot be finalized with certainty until future periods.

The Corporation of the Town of Cobalf's management maintains a system of internal
controls designed to provide reasonable assurance that assets are safeguarded,
transactions are properly authorized and recorded in compliance with legislative and
regulatory requirements, and reliable financial information is available on a timely basis
for preparation of the financial statements. These systems are monitored and
evaluated by Management.

Council meets with Management and the external auditors to review the financial
statements and discuss any significant financial reporting or internal control matters
prior to their approval of the financial statements.

The financial statements have been audited by Kemp Elliott & Blair LLP, independent
external auditors appointed by the Corporation of the Town of Cobalt. The
accompanying Independent Auditor’s Report outlines their responsibilities, the scope of
their examination and their opinion on the Corporation of the Town of Cobalt’s financial
statements.

érlan Walker '

Chief Administrative Officer / Clerk-Treasurer
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INDEPENDENT AUDITORS® REPORT

To the Members of Council, Inhabitants and Ratepayers
of the Corporation of the Town of Cobalt:

Opinion

We have audited the consolidated financial statements of the Corporation of the Town of Cobalt, which
comprise the consolidated statement of financial position as at December 31, 2018, and the consolidated
statements of operations, change in net financial assets (debt) and 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 consolidated financial statements present fairly, in all material respects,
the financial position of the Corporation of the Town of Cobalt as at December 31, 2018, and the results of

Its operations, change in net debt and cash flows for the year then ended in accordance with Canadlan
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 Auditors’ Responsibilities for the Audif of
the Consolidated Financial Statements section of our report. We are independent of the Corporation of the
Town of Cobalt 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 these
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 Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from
material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Corporation of the Town of Cobait's
financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated 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 auditors’ 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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o 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.

o 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 Corporation of the Town of Cobalt's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
esfimates 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 o events or
conditions that may cast significant doubt on the Corporation of the Town of Cobalt's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditors’ 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 auditors’ report. However, future events or conditions may cause the
Corporation of the Town of Cobalt to cease to continue as a going concem.

e 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 govemnance regarding, among other matters, the planned scope

and timing of the audit and significant audit findings, including any significant deficiencies in intemal control
that we identify during our audit.

Kemp Elliott & Blair LLP

Licensed Public Accountants Hﬂ,m/i Gkt ¢ Bloi LLF

New Liskeard, Ontario
September 26, 2019 Chartered Professional Accountants
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THE CORPORATION OF THE TOWN OF COBALT
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2018
FINANCIAL ASSETS
2018 2017
Cash ' $ 1,185,116 $ 360,796
Short-term investments — note 4 11,712 11,585
Taxes receivable 167,073 193,929
Accounts receivable 389,061 252,138
1.752.962 818.448
LIABILITIES
Short-term borrowing - 79,112
Accounts payable and accrued liabilities 372,406 302,134
Deferred revenue — other — note 7 874,777 67,632
Deferred revenue - obligatory reserve fund — note 8 80,727 32,936
Municipal debt — note 9 108,246 214,099
Deficlency in Government Business Partnership — note 10 196,783 92,259
1,632,938 868,172
NET FINANCIAL ASSETS (DEBT) 120.024 (49.724)
NON-FINANCIAL ASSETS
Inventories of supplies 151,891 149,614
Tangible capital assets ~ note 16 15,197,567 15.438.041
15,349,458 15.587.655
ACCUMULATED SURPLUS — note 12 $ 15,469,482 $ 15,537,931

Contingent liabilities and commitments — note 13

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

On behalf of Council:

%. e e et =
-~ Mayor ' —r Chief Administrative Officer
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THE CORPORATION OF THE TOWN OF COBALT
CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2018
2018 2018 2017
REVENUES Budget Actual Actual
(Note 14)
Operating revenues
Municipal taxation 552,435 560,997 $ 476,163
Water and sewer fees 576,219 546,986 485,869
Policing fees 369,167 367,452 353,632
Usercharges 108,745 119,665 265,552
Provincial grants 925,072 962,567 038,129
Federal grants 104,880 96,167 111,142
Revenue from other municipalities 50,754 36,559 50,628
Investment income 2,500 5,054 4,018
Penalties and interest on taxes 22,000 37,729 32,232
Provincial Offences Act revenues 16,000 18,085 17,531
Sale of gravel 9,000 52,291 23,863
Gain (loss) on sale of tangible capital assets - 96,782 (500)
Loss from Government Business Partnership - (104,524) (38,369)
Other 76.916 119,622 114912
2,812,688 2.905,332 2.834.702
Capital revenues
Provincial grants 130,022 192,201 76,300
Federal grants 164,722 73,049 163,522
Other grants and donations 3,939 13.386 52,393
288,683 278.636 282215
Total revenues 3,101,371 3,183.968 3.116.917
EXPENDITURES
General government 613,473 696,874 602,745
Protection to persons and property 510,300 498,922 472,419
Transportation services 598,779 602,402 558,282
Environmental services 963,434 872,616 862,209
Health services 135,779 135,233 121,417
Social and family services 122,934 121,898 125,502
Recreation and cultural services 212,834 229,184 243,867
Planning and development 110,000 85,288 112,763
Total expenditures 3,267.533 3,252 417 3.099.204
ANNUAL SURPLUS (DEFICIT) (166,162) (68,449) 17,713
ACCUMULATED SURPLUS, BEGINNING OF YEAR 15,537,931 15.637.931 15,520,218
ACCUMULATED SURPLUS, END OF YEAR—-note 12 § 15,371,769 $ 15,469,482 $ 15,537,931

The accompanying notes form an integral part of these consolidated financial statements.
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THE CORPORATION OF THE TOWN OF COBALT
CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS (DEBT)
FOR THE YEAR ENDED DECEMBER 31, 2018
2018 2018 2017
Budget Actual Actual
(Note 14)
ANNUAL SURPLUS (DEFICIT) $ (166,162) $ (68,449) $ 17,713
Acquisition of tangible capital assets ‘ (340,550) (367,987) (294,058)
Amortization of tangible capital assets 600,500 608,461 600,943
Loss (gain) on sale of tangible capital assets - (96,782) 500
Acquisition of inventories of supplies - (2,277) (22,028)
Proceeds from sale of tangible capital assets 93.000 96,782 -
Increase in net financial assets (debt) 186,788 169,748 303,070
Net debt, beginning of year (49.724) (49.724) (352,794)
NET FINANCIAL ASSETS (DEBT), END OF YEAR $ 137,064 $ 120,024 $ (49,724)

The accompanying notes form an integral part of these consolidated financial statements.
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THE CORPORATION OF THE TOWN OF COBALT
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2018
OPERATIONS 2018 2017
Annual surplus $ (68,449) $ 17,713
Charges not affecting cash -
Amortization of tangible capital assets 608,461 600,943
Loss (gain) on disposal of tangible capital assets (96,782) 500
Loss from Government Business Partnership 104,524 38.369
547,754 667,525
Other sources (uses) of cash —
Change in taxes receivable 26,856 (29,457)
Change in accounts receivable (138,923) (170,344)
Change in inventories of supplies (2,277) (22,028)
Change in accounts payable and accrued liabilities (18,729) 74,499
Change in deferred revenue — other 817,145 42 188
Change in deferred revenue — obligatory reserve fund 47,791 (6.514)
732,863 (111.656)
Total cash provided by operations 1,280,617 545,869
CAPITAL TRANSACTIONS
Acquisition of tangible capital assets (367,987) (294,058)
Proceeds from sale of tangible capital assets 96,782 -
Total cash used for capital activities (271,205) (294.058)
INVESTING TRANSACTIONS
Acquisition of short-term investments (127) -
Redemption of short-term investments - 9.866
Total cash provided by (used for) investing transactions {127) 9.866
FINANCING TRANSACTIONS
Repayment of short-term borrowing (79,112) -
Repayment of municipal debt (105,853) (163,973)
Total cash used for financing transactions (184,965) (153.973)
INCREASE IN CASH 824,320 107,704
Cash, beginning of year 360,796 253,092
CASH, END OF YEAR $ 1,185,116 $ 360,796
REPRESENTED BY
Cash $ 1,185,116 $ 390,796

The accompanying notes form an integral part of these consolidated financial statements.
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THE CORPORATION OF THE TOWN OF COBALT
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

The Corporation of the Town of Cobalt is a Town in the Province of Ontario, Canada. It conducts its operations
guided by the provisions of provincial statutes such as the Municipal Act 2001, Provincial Offences Act and other
related leglslation.

Accounting policies

The consolidated financial statements of the Corporation of the Town of Cobalt are the representation of
management and council and are prepared in accordance with generally accepted accounting principles for local
government as recommended by the Public Sector Accounting Board (PSAB) of the Chartered Professional
Accountants of Canada as prescribed for Ontario municipalities by the Ministry of Municipal Affairs and Housing.

Use of estimates
Management has made estimates and assumptions that affect the amounts reported in preparing these
consolidated financial statements. Significant areas requiring the use of management estimates relate to the
determination of tangible capital assets historical cost, estimated useful life and related amortization and landfill
post-closure costs.

Basis of consolidation

The consolidated financial statements reflect financial assets, liabilities, operating revenues and expenditures,
reserves and changes in investment in. tangible capital assets of the Town and include the activities of all
committees of Council and the following boards, municipal enterprises and utilities which are under the control of
Council:

Waterworks Recreation Committee
Library Board Wetiands
Cemete_ry Board

All interfund assets and liabilities and sources of financing and expenditures have been eliminated.

The Classic Theatre, The Bunker and the Historic Cobalt Corporation (including the Cobalt Mining Museum) are
separate legal entities. They are not part of the Corporation of the Town of Cobalt. Only the Town’s donations
to these entities are reflected in the consolidated financial statements.

Government Business Partnership

Government Business Partnership comprises of the corporation Solaire Cobalt Solar Inc. and Is accounted for by
the modified equity method. Under the modified equity method, the business partnership’s accounting principles
are not adjusted to conform to those of the Town and inter-organization transactions and balances (if any) are not
eliminated.

Non-consolidated entities
The following local boards, joint local boards, municipal enterprises and utilities are not consolidated:

Timiskaming District Health Unit
District of Timiskaming Social Services Administration Board

Although these are joint local boards they run autonomously to provide those services mandated by the Province.
The Town has no control over these programs or their financing. These joint local boards are not proportionately
consolidated. The yearly requisitions of these boards are expensed by the Town in its statements.
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THE CORPORATION OF THE TOWN OF COBALT
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECENIBER 31, 2018

Accounting policies — continued
Non-consolidated entities — continued
Timiskaming Municipal Building Association Chief Building Officer
The Timiskaming Municipal Building Association Chief Building Officer is a joint cost sharing arrangement for 21
municipalities. The operations of this board are not proportionately consolidated into these statements because
the Town does not have control of the board. Building Permit revenues are transferred to this organization.

Tri Town Transit System

This joint local board is a cooperative effort by two municipalities to jointly provide public transit services. These
statements reflect only the Town's contribution fo this board.

Accounting for school hoard transactions

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

Trust funds

Trust funds and their related operations administered by the Town are not consolidated, but are reported
separately on the “Trust Funds Statement of Financial Position” and “Statement of Operations”.

Short-term investments

Short-term investments are recorded at cost. Investment income eamed on surplus funds is reported as
revenue in the period earned.

Tangible capital assets

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

Buildings 50 years
Vehicles 10 to 25 years
Equipment 10 to 25 years
Heavy equipment 25 years
Roads 15 to 30 years
Bridges 75 years
Underground networks 50 years

A full year of amortization is charged in the year of acquisition and no amortization is charged in the year of
disposal. Assets under construction are not amortized until the asset is available for use.

The Town has no capitalization threshold for land and buildings, a capitalization threshold of $10,000 for
infrastructure systems and $2,500 for all other assets. Individual assets of lesser value may be capitalized if they
are pooled, or because, collectively, they have significant value.
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THE CORPORATION OF THE TOWN OF COBALT
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Accounting policies — continued

Tangibhle capital assets — continued

The Town manages and controls various works of art and historical cultural assets including buildings, artifacts,
paintings and sculptures located at Town sites and public display areas. These assets are not recorded as
tangible capital assets and are not amortized.

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

Deferred revenue — other

The Town receives certain amounts pursuant to funding agreements that may only be used in the conduct of
certain programs or in the delivery of specific services and transactions. These amounts are recorded as
deferred revenue and are recognized as revenue in the fiscal year the eligibility criteria has been met except
when stipulations are present and to the extent that the transfer give rise to an obligation that meets the
definition of a liability.

Deferred revenue — obligatory reserve funds

The Town receives Federal Gas Tax funding under the authority of the Federal legislation. These funds, by their
nature, are restricted in their use and until applied to specific expenses, are recorded as deferred revenue.
Amounts applied to qualifying expenses are recorded as revenue in the fiscal period they are expended.

Revenue recognition

Government transfers (provincial and federal grants)

Government transfers are transfers from senior levels of government that are not the result of an exchange
transaction and are not expected to be repaid in the future. Government transfers without eligibility criteria or
stipulations are recognized as revenue when the transfer is authorized. A transfer with eligibility criteria is
recognized as revenue when the transfer is authorized and all eligibility criteria have been met. A transfer
with or without eligibility criteria but with stipulation is recognized as revenue in the period the transfer is
authorized and all eligibility criteria have been met, except where and to the extent that the transfer gives rise
to an obligation that meets the definition of a liability. Government transfers that meet the definition of a
liability are recognized as revenue as the liability is extinguished.

Taxation and related revenues

Property tax billings are prepared by the Town based on assessment rolls issued by the Municipal Property
Assessment Corporation (“MPAC"). Tax rates are established annually by Council, incorporating amounts to
be raised for local services and amounts the Town is required to collect on behalf of the Province of Ontario in
respect of education taxes. A normal part of the assessment process is the issue of supplementary
assessment rolls, which provide updated information with respect to changes in property assessment. Once
a supplementary assessment roll is received, the Town determines the taxes applicable and renders
supplementary tax billings. Taxation revenues are recorded when they meet the definition of an asset, the tax
is authorized and the taxable event has occurred. Assessments and the related property taxes are subject to
appeal. Tax adjustments as a result of appeals are recorded when the results of the appeal process are
known.

The Town is entitled to collect interest and penalties on overdue taxes. These revenues are recorded in the
period the interest and penalties are levied.

Fees, service charges and other revenue
Fees, service charges and other revenue are recognized when earned.
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THE CORPORATION OF THE TOWN OF COBALT
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018
Operations of school hoards
Further to note 1, the taxation levied on behalf of and due to the school boards is:
2018 2017
$ 86034 $ 87698
Contributions to Joint Boards
Further to note 1, the following contributions were made by the Town to these boards: :
2018 2017
Timiskaming Health Unit $ 46151 $ 339028
District of Timiskaming Social Services Administration Board 05,363 2
Tri-Town Transit System $ 39671 $ 36914
Short-term investments
2018 2017
Investments with CIBC - money market fund $ 634 $ 432
- Canadian bond pools 11,078 11,153
$ 11712 $ 11585

Due to the nature of the short-term investments, market value approximates the book value.

Revolving line of credit

The Town has a $250,000 business operating line negotiated with CIBC with a balance outstanding of $nil
(2017 $nil). Interest is at bank prime plus 0.5% (currently 4.45%).

Comparative information
Certain comparative information has been reclassified to conform to the financial statement presentation
adopted in the current year. The changes do not affect the prior annual surplus.

Deferred revenue — other
Deferred revenue — other consists of the following:

December 31 Funds Revenue December 31

2017 Received Earned 2018

Provincial government $ 22,033 $ 1,027,106 $ 185,662 $ 863,477
Federal government 35,599 46,397 70,696 11,300

3 57.632 0735 56,3568 7
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THE CORPORATION OF THE TOWN OF COBALT
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018
Deferred revenue - obligatory reserve finds
Deferred revenue — obligatory reserve funds consist of the following:
December 31 Funds Revenue December 31
2017 Received Earned 2018
Federal Gas Tax $ 32,936 $ 72695 $ 24904 $ 80,727

Municipal debt

The balance of the municipal debt reported on the “Consolidated Statement of Financial Position” is made up of
all the long-term liabilities, incurred by the Town and outstanding at the end of the year.

2018 2017

A serial debenture with Ontario Infrastructure maturéd in February
2018. $ = $ 23,018

A serial debenture with Ontario Infrastructure repayable in semi-annual
(November and May) blended (principal and interest) payments of
$20,780 with interest at 1.7% per annum and the debenture matures in
May 2021. The loan relates to road rehabilitation. 101,301 140,636

CIBC loan matured in October 2018. - 35,166

CIBC loan repayable in monthly payments of $694 plus interest at bank
prime plus 1% per annum (currently 4.95%). The loan matures in

October 2019. The loan relates to roads equipment purchase. 6.945 15,278
$ 108246 3 214,000
Principal payments are due as follows:
2019 $ 46,951
2020 40,690
2021 20,605
$ 108246

Total interest paid during the year on the long-term debt is $3,971 (2017 $8,756).

Government Business Partnership
The Corporation of the Town of Cobalt is the 50.5% owner of all of the issued capital of the corporatlon Solaire

Cobalt Solar Inc. and Energie Kapuskasing Energy Inc. is the other partner owning 49.5% of the total issued
capital.

Solaire Cobalt Solar Inc. was incorporated under the Ontario Business Corporations Act on September 28, 2012
pursuant to section 142 of the Electricity Act (Ontarie). The corporation’s principal activity is the ownership,
administration and management of solar power generating projects for the purpose of generating, transmitting,
distributing and retailing electricity.
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THE CORPORATION OF THE TOWN OF COBALT
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018
Government Business Partnership - continued
This corporation is accounted for on a modified equity basis in these consolidated financial statements.
The Town's portion of the deficiency in the Government Business Partnership consists of the following:

2018 2017
Purchase of share capital (51 Class B shares) $ 51 $ 51
Town's share of accumulated operating losses (196.834) (92,310)

$ (196783) $  (92.050)

The following schedules provide condensed supplementary financial information for the year ended
December 31, 2018 of Solaire Cobalt Solar Inc.

Financial position 2018 2017
Current assets $ 496,182 $ 260,853
Capital assets 4,381,289 4,645,227
Future income taxes 28,824 -

Total assets $ 4906295 $ 4.906.080
Current liabilities $ 42,098 $ 1,005,563
Due to related parties 2,228,346 4,085,035
Current portion of long-term debt 146,802 -
Long-term debt 2,882,616 -

Total liabilities $ 5,299,862 $ 5,090,598
Capital stock 101 101
Accumulated deficit (393.668) (184.619)

Total liabilities and accumulated deficits 295 06.0

Statement of loss

Sale of energy $ 282,828 $ -
Cost of sales 5,775 -
Expenses 538,527 86,513
Recovery related to discontinued projects 25,000 -
Future recovery of income taxes 27,425 9,775

Net loss 9 6,738






