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Herington, TTES
CoB" 10O
Mayor: Barry Campbell Web: www.townofkensington.com
Chief Administrative Officer: Geoff Baker Email: mail@townofkensington.com
Deputy Administrator: Wendy MacKinnon Tel: (902) 836-3781 Fax: (902) 836-3741

September 30, 2008

Donald G. Sutherland, Director

Technical and Regulatory Services Division
Island Regulatory and Appeals Commission
National Bank Tower, 134 Kent Street
Charlottetown, PEI

C1A 8RS8

Re: Water and Pollution Control Corporation Rate Increase Application

Dear Mr. Sutherland;

A meeting of the Kensington Water and Pollution Control Corporation was held on Monday, September 29,
2008. By way of a formal motion I have been directed to submit the attached water and sewer rate study to
the Island Regulatory and Appeals Commission as application for a water and sewer rate increase effective
January 1, 2009. The study was completed by Delcom Engineering Ltd.

It is also being proposed to alter the current billing arrangements from one annual invoice to a monthly
billing frequency. It is felt that this will greatly ease the financial burden of the Kensington ratepayers in
paying the increased rates. While it will not directly impact the rate amount it will allow residents to spread
the burden over a 12 month period rather than paying the full rate in one lump sum payment or quarterly
payments.

If you have any questions or concerns or would like to discuss this matter further please do not hesitate to
contact the undersigned at 836-3781.

gards,

-

” Geoff Baker
Water and Pollution Control Corporation CAO

Cc. Kensington Water and Pollution Control Corporation Board of Directors
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

EXECUTIVE SUMMARY

The Town of Kensington Water and Pollution Control Corporation has commissioned
Delcom Engineering Ltd. to undertake a rate review for both its water and sewer utilities in
Kensington, P.E.IL

The existing rates are $120.00 per year per single family dwelling for sanitary sewerage
service (established in 2005) and $170.00 per year per single family dwelling for water service
(established in 2005).

The current rate study proposes a new single family dwelling rate for sanitary sewerage of
$338.78 per year and for water service of $245.53. In conjunction with the established water rate,
it is recommended that a calculated portion of the annual operating cost of the Water Utility be
charged as a fire protection rate to Kensington’s general revenue account on an annual basis. For
2009 that amount is estimated at $45,761.86.

A following table shows the rate impact to commercial and residential customers.

Table 1 - Water Rate and Fire Protection

Fire Protection

> The general revenue account of the Town of Kensington should pay the Utility Corporation
for fire protection as detailed within the Rate Application.

> That amount should be calculated annually, based upon actual costs; however, it is estimated
to be $45,761.86 in 2009 and $47,939.65 in 2010.

Water Rates

> Where there are meters, they should be read and usage charged at the rate calculated per 1000
Imperial gallons for water.

> All connections should be charged a customers charge and base charge depending upon their
number of equivalent units.

> Unmetered customers should be charged a base rate plus an estimated usage charge.

> The study recommends the following monthly charges, based upon the 2010 Rate
Calculations in the previous sections:
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Town of Kensington
Water and Pollution Control Corporation

Water and Sewer Rate Study

Type of Annual Monthly
Service (typical for (typical for
a 1 unit a 1 unit
customer) customer)
$) $)
Unmetered $245.53 $20.46
Metered $206.09  (plus usage) $17.17 (plus usage)
Table 2 - Sewer Rates
> Where there are meters, they should be read and usage charged at the rate calculated per 1000
Imperial gallons for sewer.
> All connections should be charged a customers charge and base charge depending upon their
number of equivalent units.
> Unmetered customers should be charged a base rate plus an estimated usage charge.
> The study recommends the following monthly charges, based upon the 2010 Rate
Calculation.
Type of Annual Monthly
Service (typical for (typical for
a | unit a 1 unit
customer) customer)
$) ($)
Unmetered $338.78 $28.23
Metered $260.61 (plus usage) $21.72 (plus usage)
@ g’ ££ fg’ﬂ' Page 2 September, 2008



Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

INTRODUCTION

Delcom Engineering Ltd. has been retained by the Town of Kensington Water and Pollution
Control Corporation to prepare a Water and Sewer Utility Rate Review for presentation to the P.E.I.
Island Regulatory and Appeals Commission (IRAC).

In 2005, a complete audit of both residential and commercial customers serviced by the
Corporation was completed by Delcom. The results of the audit have been used to update the
customer and unit numbers at that time and have been kept up to date and accurate since then.

The number of customers and units for both utilities are shown in Worksheet S5 and W5 of
the attached Rate Study.

(» Delcom Page 3 September, 2008
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

UTILITY WORKSHEETS

The balance of the study will be presented as an accumulation of worksheets progressing to
a rate calculation for each utility.

> Proposed New Utility Rate Study - Water

Worksheets Series “W” (Water)

The following worksheets determine the baseline data used to calculate the proposed
new water rates.

Worksheet W-1

This is a copy of the latest audited Schedule of Financial Activities - Water Account
for year ended December 31, 2007.

Worksheet W-2

This is a summary of the financial position of the Water Utility for the period from
2006 to 2007 inclusive.

Worksheet W-3

This is the Projected Revenue and Expenditures of the Water Utility for the next five
(5) years assuming no growth in revenues over that period. Worksheet W-3 does include the
Utility’s depreciation and interest on long-term debt, and an allowance for recovery of the
net shortfall at the end of 2007.

Worksheet W-4

This worksheet will calculate the allocation of the Annual Fire Protection Rate. This
amount will be due annually to the Utility Corporation from the General Revenue of the
Town of Kensington.

Annual Fire Protection Rate

The distribution of costs between fire protection and general service is
generally made on the basis of relative flow capabilities. Even though the majority
of the Corporation’s watermains have been sized to provide fire protection supply,
the fire capability of the existing system is quite limited. The system is limited
because it does not have sufficiently sized water storage capacity, adequate for fire
storage and, therefore, sufficient pressure and flow.

@ Delicom Page 4 September, 2008
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

The existing storage and adequately sized distribution system does, however,
provide somewhat to the Town’s fire fighting capability. Therefore, an amount equal
to approximately 20-25% of the costs attributed to fire protection will be allocated
to general revenue for the supply of water for fire protection purposes. The 20-25%
allocation will be determined using the following cost breakdown.

Expense % Allocated to Fire Protection
(%) (%)

Salaries and Wages - Operational 30.0%

Repairs and Maintenance 30.0%

Power 10.0%

General Expense 10.0%
Depreciation 30.0%

Interest on Long-Term Debt 30.0%

Worksheet W-5

This worksheet outlines the number of customers, equivalent units and consumption
in cubic meters of water based upon the Town’s records and the IRAC Proportionate Water
Charges for the Corporation. Please see note #3 for an explanation of the Town’s growth
projection.

Worksheet W-6

This worksheet distributes the required revenue amounts to be recovered in the rate
structure between customer costs, base costs and commodity costs.

Worksheet W-7

This worksheet calculates the proposed rate structure for the Water Utility for
metered and unmetered customers, including a rate based upon consumption (usage) of
water..
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

Worksheet W-8

This worksheet proves the rates calculated in Worksheet W-7 meet the requirements
for revenue for the Utility.

Worksheet W-9

This worksheet shows the water rates requested as part of this study as well as the
impact on unmetered and metered customers.

Deicom Page 6 September, 2008
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

> Proposed New Utility Rate Study - Sewer

Worksheets Series “S” (Sewer)

The following worksheets determine the baseline data used to calculate the proposed
new water rates.

Worksheet S-1

This is a copy of the latest non-consolidated Statement of Operations of the Sewer
Utility for year ended December 31, 2007.

Worksheet S-2

This is a summary of the financial position of the Sewer Utility over the period from
2006 to 2007 inclusive.

Worksheet S-3

This worksheet is the Projected Revenue and Expenditures of the sewer operations
assuming no increase in sewer rates for five years (2006-2010). Worksheet S-3 does include
the Utility’s depreciation and interest on long-term debt, and an allowance for recovery of
the net shortfall at the end of 2007.

Worksheet S-4

This worksheet takes the Projected Expenditures from Worksheet S-3 and allocates
them to customers, base and community related costs.

Worksheet S-5

This worksheet outlines the number of customers, equivalent sewer units, and
consumption in cubic meters of water, based upon the Town’s records and the Proportionate
Sewerage Charges for the Corporation. Please see Note #3 for an explanation of the Town
growth projections.

Worksheet S-6

This worksheet uses the information presented in Worksheets S-4 and S-5 to calculate
the annual component charge for each sewer customer and equivalent sewer unit.

P il
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

Worksheet S-7

This worksheet summarizes the two proposed sewer charges (customer and per unit)
and compares them to the projected expenses to prove the calculated rates.

Worksheet S-8

This worksheet summarizes the sewer rates requested as part of this study as well as
the impact on unmetered and metered customers.

(=» Delcom Page 8 September, 2008
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Town of Kensington
Water and Pollution Control Corporation Water and Sewer Rate Study

Notes (to Rate Study):

1.

Calculation of projected depreciation and interest requirements for both utilities were
provided by the Town of Kensington.

The sewer utility has projected accumulated deficit to 2008 0of $130,716.21. This is proposed
to be recovered during the 2009-2013 period in five equal increments of $26,143.24.

The water utility has projected accumulated deficit to 2008 of $62,153.13. This is proposed
to be recovered during the 2009-2013 period in five equal increments of $12,430.63.

The Town expects residential development of five (5) houses per year and commercial
development of one (1) customer/unit per year.

The revenue and expenditure figures for 2007 are from audited internal statements for the
year ended December 31, 2007.

Deilcom Page 9 September, 2008
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Worksheet W-1

Town of Kensington Water and Pollution Control Corporation
Sewage and Water Account
Schedule of Financial Activities - Water
- 2007 -

The Town of Kensington
Schedule of financial activities — Water account

Year Ended Decembser 31 Budget 2007 2006
Revenus
Unmetered sales S 116,560 § 118,496 $ 116,560
Matered sales 2,387 2,397 2,397
Public fire protaction service 48,110 48,026 41,816
Other water revenues 300 701 167
165,367 168,820 160,840
Expenditures
Operating
Salarles and wages - aperational 23,608 30,320 22,482
Repairs and malintenance 34,000 39,304 32,184
Powar 13,500 14,398 13,162
Water ¢hlosination 1,600 1,121 1,328
72,706 85,233 60,156
General
Salaries and wages - administrative 36,000 36,968 36,325
Office - supplies and other office expenses 2,000 1,508 1,910
Honorariums 2,100 1,987 -
Interest and bank service charges 2,500 2,630 2,584
Professional services 4,300 2,500 4,179
Property taxes 309 - &
Transportation expenses 2,200 2,226 2,166
Insuranca 2,642 ags 2,555
Regulatory commission expensas 800 1,608 28
Bad debts - - 180
Miscellaneous - 3,608 1,280
52,851 83,719 61,211
Other
Depreciation, net 40,258 12,813 10,820
Interest on long term deht 40,600 42,688 41,893
80,758 55,499 52,822
206,316 184,451 173,188
Nel expendilures (40,949) (26,831) (12.248)
Transfers
Allocation from general govemment (3.918) (3,818) (3,918)
Facilities allocation from general (7,000) (7,000) (7.000)
(10,918) (10,818) (10,918)
$  (51,867) (386,749) (23.167)
Accumulated {deficit) surplus, beginning of year (10,560) 12,607
Accumulated deficht, end of year $  (47,309) $  (10,560)
Soo panying notes to idated | statemants.
e 18
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Worksheet W-2

Town of Kensington Water and Pollution Control Corporation
Summary of Financial Statements Water for 2006 - 2007

REVENUE

Unmetered Sales
Metered Sales

Public Fire Protection
Other Water Revenues

TOTAL

EXPENDITURES

Salaries and Wages - Operational
Repair and Maintenance

Power

Water Chlorination

Salaries and Wages - Admin
Allocation from General Government
Facilities Allocation

Office Supplies

Honorariums

Interest and Bank Charges
Professional Services
Transportation Expenses
Insurance

IRAC Expense

Miscellaneous

Rental of Facilities

Bad Debts

Depreciation
Interest on Long Term Debt

TOTAL

EXCESS REVENUE (EXPENDITURES)

ACCUMULATED SURPLUS (SHORTFALL)

2005

$12,607.00

2006

$116,560.00
$2,397.00
$41,816.00
$167.00

$160,940.00

$22,482.00
$32,184.00
$13,162.00
$1,328.00
$36,325.00
$3,918.00
$7,000.00
$1,910.00
$0.00
$2,584.00
$4,179.00
$2,165.00
$2,555.00
$23.00
$1,290.00
$0.00
$180.00

$10,929.00
$41,893.00

$184,107.00

($23,167.00)

($10,560.00)

2007

$119,496.00
$2,397.00
$46,026.00
$701.00

$168,620.00

$30,320.00
$39,394.00
$14,398.00
$1,121.00
$36,969.00
$3,918.00
$7,000.00
$1,505.00
$1,987.00
$2,530.00
$2,990.00
$2,226.00
$398.00
$1,608.00
$3,506.00
$0.00
$0.00

$12,813.00
$42.686.00

$205,369.00

($36,749.00)

($47,309.00)



REVENUE

EXPENDITURES

Operating

Salaries and Wages- operational
Repairs and Maintenance
Power

General
Salaries and Wages- administrative
Miscellaneous

Other
Depreciation
Interest on long-term debt

TOTAL EXPENDITURES*

EXCESS REVENUE (EXPENDITURES)

ACCUMULATED SHORTFALL

Town of Kensington Water and Pollution Control Corporation

Actual 2007

(547,309.00)

Worksheet W-3

Expenditure Estimates for Water Utility

Budget 2008

$177,279.75

$30,387.52
$25,768.50
$15,750.00

$71,906.02

$39,190.00
$36,426.00

$75,616.00

$14,697.00
$29,904.86

$44,601.86
$192,123.88
($14,844.13)

($62,153.13)

.......................................................... Projected.........irieiermsnnnsnnsnnicssnisnsnsnenes
2009 2010 2011 2012 201
$177,279.75  $177,279.75  $177,279.75  $177,279.75  $177,279.75
$31,907.00 $33,502.00 $35,177.00 $36,936.00 $38,783.00
$27,057.00 $28,410.00 $29,831.00 $31,323.00 $32,889.00
$20,000.00 $22,000.00 $24,000.00 $26,000.00 $28,000.00
$78,964.00 $83,912.00 $89,008.00 $94,259.00 $99,672.00
$41,150.00 $43,208.00 $45,368.00 $47,636.00 $50,018.00
$38,247.00 $40,159.00 $42,167.00 $44,275.00 $46,489.00
$79,397.00 $83,367.00 $87,535.00 $91,911.00 $96,507.00
$16,600.00 $18,800.00 $21,000.00 $23,200.00 $25,400.00
$43,843.20 $43,964.49 $44 ,843.00 $44,843.00 $44,843.00
$60,443.20 $62,764.49 $65,843.00 $68,043.00 $70,243.00
$218,804.20  $230,043.49  $242,386.00 $254,213.00 $266,422.00
($41,524.45) ($52,763.74) ($65,106.25) (576,933.25) ($89,142.25)

($103,677.58)

($156,441.32)

(5221,547.57)

($298,480.82)

($387,623.07)



Worksheet W-4
Town of Kensington Water and Pollution Control Corporation
Allocation of Water Costs To Fire Protection

Allocation to

Fire Protection Water Customer

Expense Projected Expense Fire Protection Charge Charge
$ % $ $
Salaries and Wages - Operational $31,907.00 30.0% $9,572.10 $22,334.90
Repairs and Maintenance $27,057.00 30.0% $8,117.10 $18,939.90
Power $20,000.00 10.0% $2,000.00 $18,000.00
General Expenses $79,397.00 10.0% $7,939.70 $71,457.30
Depreciation $16,600.00 30.0% $4,980.00 $11,620.00
Interest on Long Term Debt $43,843.20 30.0% $13,152.96 $30,690.24
$218,804.20 20.9% $45,761.86 $173,042.34
2010 Allocationto  Fire Protection Water Customer
Expense Projected Expense Fire Protection Charge Charge
$ % $ $
Salaries and Wages - Operational $33,502.00 30.0% $10,050.60 $23,451.40
Repairs and Maintenance $28,410.00 30.0% $8,523.00 $19,887.00
Power $22,000.00 10.0% $2,200.00 $19,800.00
General Expenses $83,367.00 10.0% $8,336.70 $75,030.30
Depreciation $18,800.00 30.0% $5,640.00 $13,160.00
Interest on Long Term Debt $43,964.49 30.0% $13,189.35 $30,775.14
$230,043.49 20.8% $47,939.65 $182,103.84



Worksheet W-4 (cont)
Town of Kensington Water and Pollution Control Corporation
Allocation of Water Costs To Fire Protection

2011 Allocation to Fire Protection Water Customer
Expense Projected Expense Fire Protection Charge Charge
$ % $ $

Salaries and Wages - Operational $35,177.00 30.0% $10,553.10 $24,623.90
Repairs and Maintenance $29,831.00 30.0% $8,949.30 $20,881.70
Power $24,000.00 10.0% $2,400.00 $21,600.00
General Expenses $87,535.00 10.0% $8,753.50 $78,781.50
Depreciation $21,000.00 30.0% $6,300.00 $14,700.00
Interest on Long Term Debt $44.843.00 30.0% $13,452.90 $31,390.10

$242,386.00 20.8% $50,408.80 $191,977.20

2012 Allocation to Fire Protection Water Customer
Expense Projected Expense Fire Protection Charge Charge
$ % $ $

Salaries and Wages - Operational $36,936.00 30.0% $11,080.80 $25,855.20
Repairs and Maintenance $31,323.00 30.0% $9,396.90 $21,926.10
Power $26,000.00 10.0% $2,600.00 $23,400.00
General Expenses $91,911.00 10.0% $9,191.10 $82,719.90
Depreciation $23,200.00 30.0% $6,960.00 $16,240.00
Interest on Long Term Debt $44,843.00 30.0% $13,452.90 $31,390.10

$254,213.00 20.7% $52,681.70 $201,531.30



2013

Worksheet W-4 (cont)
Town of Kensington Water and Pollution Control Corporation

Allocation of Water Costs To Fire Protection

Expense Projected Expense
$
Salaries and Wages - Operational $38,783.00
Repairs and Maintenance $32,889.00
Power $28,000.00
General Expenses $96,507.00
Depreciation $25,400.00
Interest on Long Term Debt $44,843.00
$266,422.00

Allocation to
Fire Protection
%

30.0%
30.0%
10.0%
10.0%
30.0%
30.0%

20.7%

Charge
$

$11,634.90
$9,866.70
$2,800.00
$9,650.70
$7,620.00

13,452.90

$55,025.20

Fire Protection Water Customer

Charge
$

$27,148.10
$23,022.30
$25,200.00
$86,856.30
$17,780.00

31,390.10

$211,396.80



2008
2009
2010
2011
2012
2013

Worksheet W-5

Town of Kensington Water and Pollution Control Corporation
Projected Water Customers/Units

Unmetered
Customers Units
396 404.6
401 409.6
406 414.6
411 419.6
416 4246
421 429.6

Metered
Customers

130
131
132
133
134
135

Units

337.0
340.0
343.0
346.0
349.0
352.0

Total

Customers

526
532
538
544
550
556

741.6
749.6
757.6
7656
773.6
781.6

Total Annual Consumption
{ 1,000 Imperial Gallons )

29,935
30,234
30,537
30,842
31,150
31,462



Worksheet W-6

Town of Kensington Water and Poliution Control Corporation
Allocation of Water Costs

2009

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

2010

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Amount*

(%)

$22,334.90
$18,939.90
$18,000.00
$71,457.30
$11,620.00
$30,690.24
$12,430.63

$185,472.97

Amount*

%

$23,451.40
$19.887.00
$19,800.00
$75,030.30
$13,160.00
$30,775.14
$12,430.63

$194,534.47

Customer Charge

(%)

0%
0%
0%
10%
0%
0%
0%

(%)

$0.00
$0.00
$0.00
$7,145.73
$0.00
$0.00
$0.00
$7,145.73

Customer Charge

(%)

0%
0%
0%
10%
0%
0%
0%

%)

$0.00
$0.00
$0.00
$7,503.03
$0.00
$0.00
$0.00

$7,503.03

Base Charge
(%) (%)

50% $11,167.45
50% $9,469.95
0% $0.00
90% $64,311.57
100% $11,620.00
50% $15,345.12
60% $7.458.38

$119,372.47

Base Charge
(%) (%)

50% $11,725.70
50% $9,943.50
0% $0.00
90% $67,627.27
100% $13,160.00
50% $15,387.57
60% $7,458.38

$125,202.42

(%)

0%
0%
0%
0%
0%
50%
40%

(%)

0%
0%
0%
0%
0%
50%
40%

Commodity Charge

Delivery
%)

$0.00
$0.00
$0.00
$0.00
$0.00
$15,345.12
$4,972.25

$20,317.37

Commodity Charge

Delivery
(%)

$0.00
$0.00
$0.00
$0.00
$0.00
$15,387.57
$4,972.25

$20,359.82

Production

(%) ($)
50% $11,167.45
50% $9,469.95
100% $18,000.00
0% $0.00
0% $0.00
0% $0.00
0% $0.00
$38,637.40

Production

(%) (%)
50% $11,725.70
50% $9,943.50
100% $19,800.00
0% $0.00
0% $0.00
0% $0.00
0% $0.00

$41,469.20

Base Charge + Delivery
(%)

$139,689.84

Base Charge + Delivery

%

$145,562.24



2011

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

2012

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Worksheet W-6 (cont)
Town of Kensington Water and Pollution Control Corporation
Allocation of Water Costs

Amount*

($)

$24,623.90
$20,881.70
$21,600.00
$78,781.50
$14,700.00
$31,390.10
$12,430.63

$204,407.83

Amount*

(%)

$25,855.20
$21,926.10
$23,400.00
$82,719.90
$16,240.00
$31,390.10

$12,430.63

$213,961.93

Customer Charge
(%) ()
0% $0.00
0% $0.00
0% $0.00
10% $7,878.15
0% $0.00
0% $0.00
0% $0.00
$7,878.15

Customer Charge

(%)

0%
0%
0%
10%
0%
0%
0%

(%)

$0.00
$0.00
$0.00
$8,271.99
$0.00
$0.00
$0.00

$8,271.99

Base Charge

(%)

50%
50%
0%
90%
100%
50%
60%

(%)

$12,311.95
$10,440.85
$0.00
$70,903.35
$14,700.00
$15,695.05
$7,458.38

$131,509.58

Base Charge

(%)

50%
50%
0%
90%
100%
50%
60%

%

$12,927.60
$10,963.05
$0.00
$74,447.91
$16,240.00
$15,695.05
$7,458.38

$137,731.99

(%)

0%
0%
0%
0%
0%
50%
40%

(%)

0%
0%
0%
0%
0%
50%
40%

Commodity Charge
Delivery Production
($) (%) (%)
$0.00 50% $12,311.95
$0.00 50% $10,440.85
$0.00 100% $21,600.00
$0.00 0% $0.00
$0.00 0% $0.00
$15,695.05 0% $0.00
$4,97225 0% $0.00
$20,667.30 $44,352.80
Commodity Charge
Delivery Production
(%) (%) (%)
$0.00 50% $12,927.60
$0.00 50% $10,963.05
$0.00 100% $23,400.00
$0.00 0% $0.00
$0.00 0% $0.00
$15,695.05 0% $0.00
$4,97225 0% $0.00
$20,667.30 $47,290.65

Base Charge + Delivery

(%)

$152,176.88

Base Charge + Delivery

(%)

$158,399.29



2013

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Worksheet W-6 (cont)
Town of Kensington Water and Pollution Control Corporation
Allocation of Water Costs

Amount*
%)

$27,148.10
$23,022.30
$25,200.00
$86,856.30
$17,780.00
$31,390.10

$12,430.63

$223,827.43

Customer Charge

(%)

0%
0%
0%
10%
0%
0%
0%

$) (%)

$0.00 50%
$0.00 50%
$0.00 0%
$8,685.63 90%
$0.00 100%
$0.00 50%
$0.00 60%

$8,685.63

Base Charge

(%)

$13,574.05
$11,5611.15
$0.00
$78,170.67
$17,780.00
$15,695.05
$7,458.38

$144,189.30

Commodity Charge

Delivery

(%) (%)
0% $0.00
0% $0.00
0% $0.00
0% $0.00
0% $0.00
50% $15,695.05
40% $4,972.25
$20,667.30

Production

(%) ($)
50% $13,574.05
50% $11,511.15
100% $25,200.00
0% $0.00
0% $0.00
0% $0.00
0% $0.00
$50,285.20

Base Charge + Delivery

$)

$164,856.60



Worksheet W-7

Town of Kensington Water and Pollution Control Corporation

2009

Unit Customer Charge

Unit Base Charge

Consumption Charge

2010

Unit Customer Charge

Unit Base Charge

Consumption Charge

Calculation of Base Charges
Water

Customer Charge { Worksheet W-6)
Number of Customers (Worksheet W-5)

Base Charge + Delivery (Worksheet W-6)
Number of Equivalent Units (Worksheet W-5)

Production Charge (Worksheet W-6
Total Consumption (Worksheet W-5)

Customer Charge ({ Worksheet W-6)
Number of Customers (Worksheet W-5)

Base Charge + Delivery (Worksheet W-6)
Number of Equivalent Units (Worksheet W-5)

Production Charge (Worksheet W-6)
Total Consumption (Worksheet W-5)

n

$7.145.73
532

$139,689.84
749.6

$38,637.40
30,234

$7,503.03
538

$145,562.24
757.6

$41,469.20
30,537

$13.43 per customer

$186.35 per unit

$1.28 per 1000 lgal

$13.95 per customer

$192.14 per unit

$1.36 per 1000 Igal

Typical Single
Family Residence

$236.90

Typical Single
Family Residence

$245.53



Worksheet W-7 (cont)
Town of Kensington Water and Pollution Control Corporation
Calculation of Base Charges
Water

Typical Single
Family Residence

$255.01

Typical Single
Family Residence

$263.88




Worksheet W-7 (cont)
Town of Kensington Water and Pollution Control Corporation
Calculation of Base Charges
Water

Typical Single
Family Residence

$272.94




Worksheet W-8
Town of Kensington Water and Pollution Control Corporation
Proof of Revenue to Meet Projected Expenses - Water




Worksheet W-8 (cont)
Town of Kensington Water and Pollution Control Corporation
Proof of Revenue to Meet Projected Expenses - Water

|



Worksheet W-8 (cont)
Town of Kensington Water and Pollution Control Corporation
Proof of Revenue to Meet Projected Expenses - Water




Worksheet W-9
Town of Kensington Water and Pollution Control Corporation
Proposed Water Rate(s)

Water Rates and Fire Protection

Fire Protection

The general revenue account of the Town of Kensington should pay the Utility Corporation for fire protection as detailed within the Rate Application.
That amount amount should be calculated annually, based upon actual costs, however it is estimated to be $45,761.86 in 2009 and $47,939.65 in 2010.
Water Rates

Where there are meters, they should be read and usage charged at the rate calculated per 1000 Imperial gallons for water.

All connections should be charged a customers charge and base charge depending upon their number of equivalent units.

Unmetered customers should be charged a base rate plus an estimated usage charge.

The study recommends the following monthly charges, based upon the 2010 Rate Calculations in the previous sections:

Customer Base
Type of Service Charge Charge Usage Charge
(%) ($) %)
Unmetered $13.95 $192.14 pereq. Unit $39.44 per eq. Unit
Metered $13.95 $192.14 per eq. Unit $1.36 per 1000 Igal

* Usage charge for unmetered customers is based upon the calculated annual average flow per unmetered single unit at 29,000 Igal per year.
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Worksheet S-1

Town of Kensington Water and Pollution Control Corporation

Sewage and Water Account

Schedule of Financial Activities - Sewer

- 2007 -

The Town of Kensington

Schedule of financlal activities - Sewerage account

Year Ended Degember 31 Budget 2007 2006
Revenue
Unmelered sales $ 108,000 $ 103,496 104,075
Other sewer ravenues - 818 143
106.000 104,114 104,218
Expenditures
Operating
Seleries and wages - operational 22,056 30,320 22,482
Repalrs and meaintenance 20,000 26,710 21,158
Power 24,500 30,796 23,689
66,556 87,828 67,330
General
Salaries and wages — administrative 35,000 37,408 36,685
Office supplies and olher expanses - 283 898
Insurance 1,459 1,458 482
Honorarlums 2,100 1,887 -
Interest and bank servica
charges 2,700 2381 2,733
Professional services 3,500 3,311 2,888
Proparty taxes 420 - .
Trangportation 4,600 5,183 4,646
Regulatory commisslon 780 1,608 23
Bad debls - 13 180
Miscellaneous and bad debts 700 648 836
Training 1,000 - -
52,269 54,292 48,831
(hher
Dapreclation, net 31,768 16,71¢% 18,719
Interest on long term debt 30,543 23,457 27,878
82,311 50,178 44,667
181,136 192,204 160,758
Net expenditures (75,136) (88,180) {58,540)
Transfers
Allocation from general govemnment 3.917) (8,917) (3,817)
Facliities allocation from general (7,000) (7,000) {7.000)
(10,817) (10,917) (10,817)
$___(86,053) (89,097) (67.457)
Accumulated surplus, beginning of year 98,833 166,290
Accumulated (deficit) surplus, end of year H (284) 88,833
San panying notes fo cor i finandial
ASE A Tan e 17
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Worksheet S-2

Town of Kensington Water and Pollution Control Corporation
Summary of Financial Statements Sewer for 2006 - 2007

REVENUE
Unmetered Sales
Other Sewer Revenues

TOTAL

EXPENDITURES

Salaries and Wages - Operational
Repair and Maintenance

Power

Salaries and Wages - Admin
Allocation from General Government
Facilities Allocation

Office Supplies

Insurance

Honorariums

Interest and Bank Charges
Professional Services
Transportation Expenses

IRAC Expense

Miscellaneous

Rental of Facilities

Bad Debts

Depreciation
Interest on Long Term Debt

TOTAL

EXCESS REVENUE (EXPENDITURES)

ACCUMULATED SURPLUS (SHORTFALL)

$166,290.00

2006

$104,075.00

$143.00

$104,218.00

$22,482.00
$21,159.00
$23,689.00
$36,695.00
$3,917.00
$7,000.00
$698.00
$482.00
$0.00
$2,733.00
$2,868.00
$4,546.00
$23.00
$636.00
$0.00
$150.00

$16,719.00
$27.878.00

$171,675.00

($67,457.00)

$98,833.00

2007
$103,496.00
$618.00

$104,114.00

$30,320.00
$26,710.00
$30,796.00
$37,408.00
$3,917.00
$7,000.00
$283.00
$1,459.00
$1,987.00
$2,381.00
$3,311.00
$5,193.00
$1,608.00
$649.00
$0.00
$13.00

$16,719.00
$33,457.00

$203,211.00

($99,097.00)

(5264.00)



Actual 2007 Budget 2008

REVENUE $104,728.13

EXPENDITURES
Operating

Salaries and Wages- operational $30,387.52
Repairs and Maintenance $35,000.00
Power $42,000.00
$107,387.52
General
Salaries and Wages- administrative $39,190.00
Miscellaneous $33,384.00
$72,574.00
Other
Depreciation $16,719.00
Interest on long-term debt $38,763.82
$55,482.82

TOTAL EXPENDITURES* $235,444.34

EXCESS REVENUE (EXPENDITURES) ($130,716.21)

PROJECTED SHORT ($264.00) ($130,980.21)

Worksheet S-3
Town of Kensington Water and Pollution Control Corporation

Expenditure Estimates for Sewer Utility

.......................................................... Projected.....c.icrnimsnnnnnnmininmensenienans

$104,728.13

$31,907.00
$36,750.00
$44,520.00

$113,177.00

$41,150.00
$35,053.00

$76,203.00

$26,427.00
$40,701.00

$67,128.00
$256,508.00
($151,779.87)

($282,760.08)

$104,728.13

$33,502.00
$38,588.00

$47,191.20

$119,281.20

$43,208.00
$36,806.00

$80,014.00

$26,827.00
$42,736.00

$69,563.00
$268,858.20
($164,130.07)

($446,890.15)

2011

$104,728.13

2012

$104,728.13

$35,177.00 $36,936.00
$40,517.00 $42,543.00
$50,022.67 $53,024.03

$125,716.67

$45,368.00
38,646.00

$84,014.00

$27,027.00
$44,873.00

$71,900.00
$281,630.67
($176,902.54)

($623,792.69)

$132,503.03

$47,636.00
$40,578.00

$88,214.00

$27,227.00
$47,117.00

$74,344.00

$295,061.03

($190,332.90)

($814,125.59)

2013

$104,728.13

$38,783.00
$44,670.00

$56,205.47

$139,658.47

$50,018.00
$42,607.00

$92,625.00

$27,427.00
$49,473.00

$76,900.00

$309,183.47

($204,455.34)

($1,018,580.93)



2009

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Amount*

(%)

$31,907.00
$36,750.00
$44,520.00
$76,203.00
$26,427.00
$40,701.00
$26,143.24

$282,651.24

Amount*

(%)

$33,502.00
$38,588.00
$47,191.20
$80,014.00
$26,827.00
$42,736.00
$26,143.24

$295,001.44

Worksheet S-4
Town of Kensington Water and Pollution Control Corporation
Allocation of Sewer Costs

Customer Charge Base Charge

(%)

0%
0%
0%

%) (%) (%)

$0.00 50% $15,953.50
$0.00 50% $18,375.00
$0.00 0% $0.00

10% $7,620.30 90% $68,582.70
0% $0.00 100% $26,427.00
0% $0.00 50% $20,350.50
0% $0.00 60% $15,685.94

$7.620.30 $165,374.64

Customer Charge Base Charge
(%) %) (%) (%)

0% $0.00 50% $16,751.00
0% $0.00 50% $19,294.00
0% $0.00 0% $0.00
10% $8,001.40 90% $72,012.60

0%
0%
0%

$0.00 100% $26,827.00
$0.00 50% $21,368.00
$0.00 60% $15.685.94
$8,001.40 $171,938.54

(%)

0%
0%
0%
0%
0%
50%
40%

(%)

0%
0%
0%
0%
0%
50%
40%

Commodity Charge

Delivery
(%)

$0.00
$0.00
$0.00
$0.00
$0.00
$20,350.50
$10,457.30
$30,807.80

Commodity Charge

Delivery
(%)

$0.00
$0.00
$0.00
$0.00
$0.00
$21,368.00
$10,457.30
$31,825.30

Production

(%) (%)
50% $15,953.50
50% $18,375.00
100% $44,520.00
0% $0.00
0% $0.00
0% $0.00
0% $0.00
$78,848.50

Production

(%) (%)
50% $16,751.00
50% $19,294.00
100% $47,191.20
0% $0.00
0% $0.00
0% $0.00
0% $0.00
$83,236.20

Base Charge+ Delivery

$196,182.44

Base Charge+ Delivery

$203,763.84



Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Salaries and Wages - Oper.
Repair and Maintenance
Power

General Expenses
Depreciation

Interest Long Term Debt
Shortfall Recovery (Note #2)

Worksheet S-4 (cont)
Town of Kensington Water and Pollution Control Corporation
Allocation of Sewer Costs

Amount*

(%)

$35,177.00
$40,517.00
$50,022.67
$84,014.00
$27,027.00
$44,873.00
$26,143.24

$307,773.91

Amount*

%)

$36,936.00
$42,543.00
$53,024.03
$88,214.00
$27,227.00
$47,117.00

$26,143.24

$321,204.27

Customer Charge Base Charge

(%)

0%
0%
0%

(%) (%) (%)

$0.00 50% $17,588.50
$0.00 50% $20,258.50
$0.00 0% $0.00

10% $8,401.40 90% $75,612.60
0% $0.00 100% $27,027.00
0% $0.00 50% $22,436.50
0% $0.00 60%  $15,685.94

$8,401.40 $178,609.04
Customer Charge Base Charge
(%) (%) (%) (%)
0% $0.00 50% $18,468.00
0% $0.00 50% $21,271.50
0% $0.00 0% $0.00
10% $8,821.40 90% $79,392.60

0%
0%
0%

$0.00 100% $27,227.00
$0.00 50% $23,558.50
$0.00 60% $15,685.94
$8,821.40 $185,603.54

(%)

0%
0%
0%
0%
0%
50%
40%

(%)

0%
0%
0%
0%
0%
50%
40%

Commodity Charge

Deflivery Production
(%) (%) (%)
$0.00 50% $17,588.50
$0.00 50% $20,258.50
$0.00 100% $50,022.67
$0.00 0% $0.00
$0.00 0% $0.00
$22,43650 0% $0.00
$10,457.30 0% $0.00
$32,893.80 $87,869.67
Commodity Charge
Delivery Production
(%) (%) (%)
$0.00 50% $18,468.00
$0.00 50% $21,271.50
$0.00 100% $53,024.03
$0.00 0% $0.00
$0.00 0% $0.00
$23,558.50 0% $0.00
$10,457.30 0% $0.00

$34,015.80

$92,763.53

Base Charge+ Delivery

$211,502.84

Base Charge+ Delivery

$219,619.34



Worksheet S-4 (cont)
Town of Kensington Water and Pollution Control Corporation
Allocation of Sewer Costs

Commodity Charge Base Charge+ Delivery
2013 Amount* Customer Charge Base Charge Delivery Production
(%) (%) (%) (%) %) (%) (%) (%) ($)

Salaries and Wages - Oper. $38,783.00 0% $0.00 50% $19,391.50 0% $0.00 50% $19,391.50
Repair and Maintenance $44,670.00 0% $0.00 50% $22,335.00 0% $0.00 50% $22,335.00
Power $56,205.47 0% $0.00 0% $0.00 0% $0.00 100% $56,205.47
General Expenses $92,625.00 10% $9,262.50 90% $83,362.50 0% $0.00 0% $0.00
Depreciation $27,427.00 0% $0.00 100% $27,427.00 0% $0.00 0% $0.00
Interest Long Term Debt $49,473.00 0% $0.00 50% $24,736.50 50% $24,736.50 0% $0.00
Shortfall Recovery (Note #2)  $26,143.24 0% $0.00 60% $15,685.94 40% $10,457.30 0% $0.00

$335,326.71 $9,262.50 $192,938.44 $35,193.80 $97,931.97 $228,132.24



2008
2009
2010
2011
2012
2013

Worksheet S-5

Town of Kensington Water and Pollution Control Corporation

Projected Sewer Customers/Units

Unmetered
Customers Units
409 479.5
414 484.5
419 489.5
424 494.5
429 499.5
434 504.5

Metered
Customers

129
130
131
132
133
134

Units

336.0
339.0
342.0
345.0
348.0
351.0

Total
Customers

538
544
550
556
562
568

Units

815.5
823.5
831.5
839.5
847.5
855.5

Total Annual Consumption
( 1,000 Imperial Gallons )

29,935
30,234
30,537
30,842
31,150
31,462



Worksheet S-6
Town of Kensington Water and Pollution Control Corporation
Calculation of Base Charges
Sewer

Typical Single
Family Residence

$327.93

Typical Single
Family Residence

$338.78




Worksheet S-6 (cont)
Town of Kensington Water and Poliution Control Corporation
Calculation of Base Charges
Sewer

Typical Single
Family Residence

$349.70

Typical Single
Family Residence

$361.26




Worksheet S-6 (cont)

Town of Kensington Water and Pollution Control Corporation

Unit Customer Charge

Unit Base Charge

Consumption Charge

Calculation of Base Charges
Sewer

Customer Charge { Worksheet $-4)
Number of Customers (Worksheet S-5)

Base Charge + Delivery (Worksheet $S-4
Number of Equivalent Units (Worksheet S-5)

Production Charge (Worksheet $-4)
Total Consumption (Worksheet S-5)

$9,262.50
568

$228.132.24
855.5

97,931.97
31,462

$16.31 per customer

$266.67 per unit

$3.11 per 1000 Igal

Typical Single
Family Residence

$373.17



Worksheet S-7
Town of Kensington Water and Pollution Control Corporation
Proof of Revenue to Meet Projected Expenses - Sewer

2009

Customer Revenue = Number of Customers x Unit Customer Charge

544 x  $14.01 = $7,621.44
Unit Revenue

1

Number of Units x Unit Base Charge

]

8235 x $23823=  $196,182.41

1l

Consumption Revenue Total Consumption x Consumption Charge/1000 Igal

30,234 x  $261=  $78,910.7:

Required Revenue (Worksheet S-4) = $282,651.24 $282,714.59




Worksheet S-7 (cont)
Town of Kensington Water and Pollution Control Corporation
Proof of Revenue to Meet Projected Expenses - Sewer




Worksheet S-7 (cont)
Town of Kensington Water and Pollution Control Corporation
Proof of Revenue to Meet Projected Expenses - Sewer

2013
Customer Revenue = Number of Customers x Unit Customer Charge = 568 x $16.31 = $9,264.08
Unit Revenue = Number of Units x Unit Base Charge = 8555 x $266.67 = $228,136.19
Consumption Revenue = Total Consumption x Consumption Charge = 31,462 x $3.11 = $97,846.82

Required Revenue (Worksheet S-4) = $335,326.71 $335,247.09



Sewer Rates

Worksheet S-8
Town of Kensington Water and Pollution Control Corporation
Proposed Sewer Rate(s)

Where there are meters, they should be read and usage charged at the rate calculated per 1000 Imperial gallons for sewer.

All connections should be charged a customers charge and base charge depending upon their number of eq. units.

Unmetered customers should be charged a base rate plus an estimated usage charge.

The study recommends the following monthly charges, based upon the 2010 Rate Calculations in the previous sections:

Customer

Type of Service Charge
($)

Unmetered $14.55
Metered $14.55

Base
Charge Usage Charge

(%) (%)

$245.06 per eq. Unit
$245.06 per eq. Unit

$79.17 per eq. Unit
$2.73 per 1000 igal

* Usage charge for unmetered customers is based upon the calculated annual average flow per unmetered single unit at 29,000 Igal per year



Town of Kensington

Minutes of Water and Pollution Control Corporation

Board of Directors:

Staff Members Present:

Visitors:

Special Meeting

Monday, September 29, 2008

6:30 PM

Chair Barry Campbell; Directors - Mack MacLean, David
Kiff, Rodney Mann, Jeff Spencer, Gary Gallant, Marvin
Mill

Town Manager/Administrator, Geoff Baker; Deputy
Administrator, Wendy MacKinnon; Administrative
Assistant, Kimberley Verhulp

Clarke Baglole, Delcom Engineering

1. Calling of Meeting to Order

1.1 Chair Barry Campbell called the meeting to order at 6:30 PM and welcomed
all directors, staff and visitors.

2. Committee of the Whole — 1 Item for discussion

2.1  Moved by Director Spencer, seconded by Director Kiff to move to a
Committee of the Whole at 6:30 pm. Motion carried.

2.2 Moved by Director Spencer, seconded by Director Mill to return to the
regular special meeting of the Water & Pollution Control Corporation.
Motion carried.

3. Water and Sewer Rate Study

3.1  Moved by Director Spencer, seconded by Director Kiff to approve the
Water and Sewer Rate Study as prepared by Delcom Engineering Ltd. to
be forwarded to IRAC for their consideration and approval of a water and
sewer rate increase for the Kensington Water & Pollution Control
Corporation. 5 for, 1 against. Motion carried.

3. Adjournment

3.1  Motion by Director Mill seconded by Director Spencer to adjourn the
meeting at 7:55 PM. Motion carried.

Wendy MAcKinnon, Députy Administrator arry Campbell, CHair



A BY-LAW TO ESTABLISH ' the isizno Regulatory \

.' . .
* and Appeals Cominission

THE \TOWN OF |KENSINGTON WATER AND—POTLUTIGN CONTROL CORPORATION

WHEREAS the Council of the Town of Kensington has determined
that it will provide, pursuant to clause 31 (g) and (k) of the
Municipalities Act, R.S. P.E.I. 1974, Cap. M 15, 2, as amended,
sewage collection and treatment and water distribution and
purification,

THEREFORE pursuant to Section 38.1 of the Municipalities Act,
BE IT ENACTED by Council as follows:

THE TOWN OF KENSINGTON
WATER AND POLLUTION CONTROL CORPORATION BY-LAW

1. This by-law may be cited as the Town of Kensington Water
and Sewerage Utility By-law,

2. In this by-law:
(a) m"Council" means the Council of the Town of Kensington;

(b) "Corporation" means the Town of Kensington Water and
Pollution Control Corporation established herein;

(c) "Customer" means a person, firm or corporation who or
which requests or is supplied with water and sewerage
service at a specific location or locations;

(d) "Director" means a director of the corporation and
includes the chairman;

(e) "Municipality" means the municipality of the Town of
Kensington.

3. This by-law applies to the establishment and operation of
a municipal sewage collection and treatment and water
distribution and purification corporation for the Town of
Kensington. :

4. (1) There is hereby established the Town of Kensington
Water and Pollution Control Corporation.

(2) The Corporation shall be composed of a Board of
Directors comprised of four or more members appointed
from Council by the Mayor.

(3) One of the Directors shall be appointed by the Council
as 1ts "Chairman."

.



(6)

(7)

(8)

The

(a)

(b)

(c)
(d)

(e)

The

2'

The Directors of the Corporation shall have terms of
office during good behaviour the same as their Council
term at the time of their appointment, but may be
removed at any time by the Mayor.

The Directors of the Corporation shall receive such
remuneration as may be determined by the Council.

At meetings of the corporation, three directors
constitute a quorum over which the Chairman, if present,
shall preside, and in the absence of the Chairman,

one of the other Directors appointed by the Chairman
may preside.

Decisions of the Board of Directors shall be determined
by the ma jority vote.

In the case of equal division of opinion of the Directors,
the matter shall be referred to the Council, whose decision
is binding on the Corporation.

The Chairman is the Chief Executive Officer of the
Corporation and has supervision over and direction of
the work and the staff of the Corporation.

Corporation shall have the following functions:
Constructing, altering, extending, managing and
controlling a system for providing the service of water
and sewerage to the residents of the Municipality and,
with the approval of Council, residents of areas adjacent
to the municipality;

Acquiring, alienating, holding and disposing of real
Oor personal property;

Engaging and paying personnel;

Financing, with the approval of Council, any of its
undertakings; and

Assessing, charging and collecting rates and charges
for services provided to any customer.

Corporation shall levy such user rates or frontage

charges as may be approved by the Island Regulatory and
Appeals Board.

The

Corporation shall maintain its accounts separate

from the accounts of the Council or the Municipality.

i w3



8. The fiscal year of the Corporation shall be from
1 January to 31 December.

9. The Directors of the Corporation and any person acting
on their instructions or authority are not personally
liable for any loss or damage suffered by any person
by reason of any act done by any of them in good faith

in the exercise or purported exercise of the powers
conferred under this by-law.

10. This by-law comes into force on the 20th day of January,
1992.

TOWN OF KENSINGTON

/ﬁjééz;zé%%& Mayor

QO/Y%M

Town Clerk

First Reading - January 13, 1992

Second Reading and Proclaimed Law in the
Town of Kensington, January 20, 1992
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MUNICIPALITY OF Kensington Water and Sewerage Corporation

REPORT TO THE ISLAND REGULATORY AND APPEALS COMMISSION

OF PRINCE EDWARD ISLAND

FOR THE YEAR ENDED DECEMBER 31, __2007

GENERAL INSTRUCTIONS

All questions and financial statements which form part of this report must be completed.
Explanations must be provided if information is not given.

Each municipality/utility should make its report out in duplicate, keeping one copy for
reference purposes in case correspondence with regard to this report becomes
necessary.

A copy of the municipality's annual audited financial statement for the last fiscal period
should accompany this report.

This report must be completed and mailed in order to arrive at the Commission not later
than the 31st of March.



MUNICIPALITY OF Kensington Water and Sewerage Corporation

REPORT TO THE ISLAND REGULATORY AND APPEALS COMMISSION
OF PRINCE EDWARD ISLAND

FOR THE YEAR ENDED DECEMBER 31, 2007 _

Schedule 1

UTILITY ADMINISTRATORS

Chairman of Sewer and/or Water Committee Me.Barry CampaeLL
Town/Community Administrator Mr. Geoffrey Baker

Otfice Telephone Number 902-836-3781

Oftice Facsimile Number 902-836-3741

Office Hours Monday - Friday 9:00am - 5:00pm

Name and Signature of Person Making this Report . ,r&()@twl//ﬁgﬂ%

Schedule 2

MODIFICATIONS AND EXTENSIONS

Briefly outline all modifications and extensions carried out during the year including number of
feet of sewer line and water mains laid (excluding service connections).

Water - three new water wells and water main extensions for Sunset Drive.

Schedule 3
CUSTOMERS

Sewer Water
Number of Flat Rate Customers (proportionate units billed) 814 703
Number of Metered Customers 2 2

Number of Feet on Which Frontage Rates are Charged N/A



MUNICIPALITY OF

Schedule 4 - Sewer

Kensington Water and Sewerage Corporation

STATEMENT OF REVENUE AND EXPENDITURES - SEWER

YEAR ENDED DECEMBER 31, 2007

Operating

Revenues

521
522
523
525
530
531
532
534
536

Flat Rate Revenues

Measured Revenues

Revenues from Public Authorities
Interdepartmental Revenues
Frontage Rates

Sale of Sludge

Delayed Payment Charges
Rents from Sewer Property
Other Sewer Revenues

Operating Expenses

700
705
710
715
720
725

Salaries and Wages - Operational Employees
Materials and Supplies

Repairs and Maintenance

Rentals

Power or Electricity

Chemicals

General Expenses

750
755
760
761
765
770
775
780
785
790
795

Salaries and Wages - Administrative Employees
Employee Pensions and Benefits

Office Supplies and Other Office Expenses
Interest and Bank Service Charges
Contractual Services

Transportation Expenses

Insurance

Amortization - Rate Case Expense
Regulatory Commission Fees
Miscellaneous Expenses

Bad Debt Expense

Travel and Courses

Operating Income (Loss)

Non-Operating Income and Expenses

902
903
904

Small Tools Written Off During the Year
Depreciation Expenses - Schedule 9A
Interest on Long-Term Debt

Other Income (See Guide)

Net Income (Loss)

Surplus (Deficit) January 1

Surplus (Deficit) December 31

$ 103,496

618

$ 104,114

30,320
26,710

30,796

87,826

37,408

4,200
2,381
4,919
5,193
1,459

7,649
13
1,987

65,209

16,719
33,457

(48,921)

50,176

(99,097)
98,833

$ 264

Rev. 02/04/99



MUNICIPALITY OF

Schedule 4 - Water

Kensington Water and Sewerage Corporation

STATEMENT OF REVENUE AND EXPENDITURES - WATER

YEAR ENDED DECEMBER 31, 2007

Operating

Revenues

460
461
462
464
465
470
471
474

Unmetered Water Revenues
Metered Water Revenues

Fire Protection Revenues

Other Sales to Public Authorities
Sales to Irrigation Customers
Delayed Payment Charges
Miscellaneous Service Revenues
Other Water Revenues

Operating Expenses

600
605
610
615
620
625

Salaries and Wages - Operational Employees
Materials and Supplies

Repairs and Maintenance

Rentals

Power or Electricity

Chemicals

General Expenses

650
655
660
661
665
670
675
680
685
690

695

Salaries and Wages - Administrative Employees
Employee Pensions and Benefits

Office Supplies and Other Office Expenses
Interest and Bank Service Charges
Contractual Services

Transportation Expenses

Insurance

Amortization - Rate Case Expense
Regulatory Commission Fees
Miscellaneous Expenses

Property Taxes

Bad Debt Expense

Operating Income (Loss)

Non-Operating Income and Expenses

802
803
804

Small Tools Written Off During the Year
Depreciation Expenses - Schedule 9A
Interest on Long-Term Debt

Other Income (See Guide)

Net Loss

Surplus (Deficit) January 1

Surplus (Deficit) December 31

$ 121,893

46,026

701

$§ 168,620

30,320
39,394

14,398
1,121

85,233

36,969

5,423
2,530
4,598
2,226

398

12,493

64,637

12,813
42,686

18,750

55,499

(36,749)

(10,560)
$ (47.309)



MUNICIPALITY OF Kensington Water and Sewerage Corporation

ACCOUNTS RECEIVABLE DATA
YEAR ENDED DECEMBER 31, __2007

Schedule 5

BILLING INFORMATION

(a) Dates(s) on which customers are billed January

(b) Total customer charges billed for current year $ 226,707

Schedule 6

ACCOUNTS RECEIVABLE

Balance outstanding - beginning of year $ 27,116

Add: Item 5(b) customer charges billed for current year 226,707
Subtotal 253,823

Subtract: Customer revenue received in current year 222,688

Balance outstanding - end of year $ 31,135



Schedule 7

MUNICIPALITY OF Kensington Water and Sewerage Corporation

SEWER AND/OR WATER REVENUE FUND

BALANCE SHEET
YEAR ENDED DECEMBER 31, 2007
ASSETS
Cash
Investments (temporary)
Customer accounts receivable - arrears, Schedule 6 $ 31,135

Less: Allowance for uncollectable accounts -

Other accounts receivable

Due from other funds (specify) Sewer and Water Capital Fund
General Revenue Account

Plant materials and supplies

Other assets (specify)

LIABILITIES AND SURPLUS
Bank loans and overdrafts
Accounts payable
Accrued liabilities
Due to other funds (specify) Sewer and Water Capital Fund

Other liabilities
Subtotal

Surplus (Deficit)

31,135

16,302

34,983

$ 82,420

$ 52,918
10,093
38,065

28,917

129,993

(47,573)
$ 82,420



Schedule 8

MUNICIPALITY OF Kensington Water and Sewerage Corporation

SEWER AND/OR WATER CAPITAL AND LOAN FUND

BALANCE SHEET
YEAR ENDED DECEMBER 31, 2007
ASSETS

Cash
Receivables -
Due from other funds (specify) Sewer and water revenue fund $ 28,917
Other (specity) -
Subtotal 28,917
Sewer system - undepreciated cost - Schedule 9A 1,258,825
Water system - undepreciated cost - Schedule 9A 2,187,120
Subtotal 3,445,945
$ 3,474,862

LIABILITIES AND CONTRIBUTIONS IN AID OF CONSTRUCTION

Long-term debt - Schedule 10 $ 1,419,398
Bank loans -

Accounts payable -

Due to other funds (specify) Sewer and Water - Revenue Fund
Subtotal 1,419,398
Sewer system - contributions in aid of construction - Schedule 9B 777,384
Water system - contributions in aid of construction - Schedule 9B 1,278,080
Subtotal 2,055,464

$ 3,474,862




Municipality of Kensington Water and Sewerage Corporation

Sewer and/or Water Capital and Loan Fund
Analysis of Sewer System

Schedule of Depreciation

Year Ended December 31, 2007

Collection Plant
353 Land and Land Rights
354 Structures and Improvements
360 Collection Sewers, Force, Gravity
and Special
389 Other Misceflaneous Equipment
Other (Specify)
System Pumping Plant
353 Land and Land Rights
354 Structures and Improvements
370 Receiving Wells
371 Pumping Equipment
389 Other Miscellaneous Equipment
Other (Specify)
Treatment and Disposal Plant
380 Treatment and Disposal EQuipment
381 Plant Sewers
382 OQutfall Sewer Lines
389 Other Miscellaneous Equipment
Other (Specify)
General Plant
390 Office Furniture and Equipment
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop and Garage Equipment
Other (Specify)

Totals

Schedule 9A - Sewer

1 2 3 4 5 6 7 8 9 10
(1+2-3 (4x5) 6+7-8) 4-9)
Depreciation Deductions Depreciation Undepreciated
Cost Cost Depreciation Reserve to Reserve Cost
January 1 Additions Deductions December 31 Rate Depreciation January 1 Reserve December 31 December 31
°/o
1,293 $ 1,293 1,293
231,214 231,214 1% 2,775 20,450 23,225 207,989
$ 596,158 $ 596,158 1% 7,154 129,721 136,875 | $ 459,282
1
$ - $ - $ -
$ 142,852 $ 142,852 1% 1,714 51,122 52,836 | $ 90,016
$ 22,171 $ 22,171 5% 1,109 5,545 6,654 | $ 15,517
$ 111,704 $ 111,704 5% 5,132 35,328 40,460 | $ 71,244
515,324 515,324 5% 25,764 128,830 154,594 360,730
66,513 $ 66,513 5% 3,325 16,630 19,956 46,557
14,508 $ 14,508 1% 174 8,335 8,509 | $ 5,999
$ 9,526 $ 9,526 20% - 9,526 9,526 | $ -
$ 6,201 $ 6,201 20% 195 5,809 6,004 | $ 197
$ 1,717,464 | § -1 8 1,717,464 47,343 411,295 458,639 | $ 1,258,825
Less: Amortization - Contributions in Aid of Construction
(Taken from Column 6 of Schedule 9B - Sewer) 30,624
Net Depreciation Line 903 $ 16,719




Municipality of Kensington Water and Sewerage Corporation

Sewer and/or Water Capital and Loan Fund

Analysis of Sewer System
Contributions in Aid of Construction
Year Ended December 31, 2007

Coliection Plant
353 Land and Land Rights
354 Structures and Improvements
360 Collection Sewers, Force, Gravity
and Special
389 Other Miscellaneous Equipment
Other (Specify)
System Pumping Plant
353 Land and Land Rights
354 Structures and Improvements
370 Receiving Wells
371 Pumping Equipment
389 Other Miscellaneous Equipment
Other (Specify)
Treatment and Disposai Plant
380 Treatment and Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Miscellaneous Equipment
Other (Specify)
General Plant
390 Office Furniture and Equipment
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop and Garage Equipment
Other (Specify)
Totals

Schedule 9B - Sewer

1 2 3 4 5 6 7 8 9 10
(1+2-3) (4 x5) 6+7-8) 4-9)
Amortization Deductions Amortization Net
Contributions Contributions Amortization Reserve to Reserve Contributions
January 1 Additions Deductions December 31 Rate Amortization January 1 Reserve December 31 December 31
%
1.20%
$ 144,158 $ 144,158 1.20% $ 1,730 | $ 8,493 $ 10,223 | $ 133,935
287,829 287,829 1.20% 3,454 47,664 51,118 236,711
108,981 108,981 1.20% 1,308 38,809 40,117 68,864
15,169 15,169 5.00% 758 3,790 4,548 10,621
69,401 689,401 5.00% 3,470 17,350 20,820 48,581
- 5.00% - - - -
352,587 352,587 5.00% 17,629 88,145 105,774 246,813
45,509 45,509 5.00% 2,275 11,375 13,650 31,859
$ 1,023,634 | $ $ -1$ 1,023,634 $ 30,624 | $ 215,626 | $ -18 246,250 | $ 777,384

Schedule 9A - Sewer




Municipality of Kensington Water and Sewerage Corporation

Schedule 9A - Water

1 2 3 4 5 6 7 8 9 10
Sewer and/or Water Capital and Loan Fund (1+2-3) (4 x5) 6+7-8) 4-9)
Analysis of Water System Depreciation Deductions Depreciation Undepreciated
Schedule of Depreciation Cost Cost Depreciation Reserve to Reserve Cost
Year Ended December 31, 2007 January 1 Additions Deductions December 31 Rate Depreciation January 1 Reserve December 31 December 31
Source of Supply Plant %
303 Land and Land Rights $ 2,336 $ 2,336 $ 2,336
304 Structures and Improvements 0 0 1.2% - - -
305 Collecting & Impounding Reservoirs 262,364 262,364 1.2% $ 3,148 28,332 $ 31,480 230,884
307 Wells and Springs 235,640 235,640 1.2% 2,828 4,040 6,868 228,772
309 Supply Mains - - 1.2% - - - -
Other (Specify) - . - - R .
Pumping Plant
303 Land and Land Rights - - - - R .
304 Structures and improvements 6,372 6,372 1.20% 76 154 230 6,142
311 Pumping Equipment 26,341 26,341 5.00% 1,317 2,634 3,951 22,390
Other (Specify) - - - - - -
Water Treatment Plant
320 Water Treatment Equipment - - 5.00% - - -
Other - - - . R
Transmission and Distribution Plant
303 Land and Land Rights - - - - -
331 Transmission & Distribution Mains 1,703,484 326,278 2,029,762 1.20% 24,360 322,902 347,262 1,682,500
333 Services 7,077 7,077 2.00% 142 3,455 3,597 3,480
334 Meters & Meter installations - - 5.00% - B . R
335 Hydrants 11,877 11,877 2.00% 238 1,023 1,261 10,616
330 Water resevoir - - 1.20% - - - -
General Plant -
340 Office Furniture and Equipment - - . . R
341 Transportation Equipment 4,083 4,083 20.00% - 4,083 4,083 -
342 Stores Equipment - - . o - -
343 Tools, Shop and Garage Equipment 3,191 3,191 20.00% o 3,191 3,191 -
347 Miscellaneous Equipment - - - - - .
348 Other Tangible Property - - . - . R
Other (Specify) - i F 3 R
Totals $ 2,262,765 | $ 326,278 | $ $ 2,589,043 $ 32,109 369,814 $ 401,923 | $ 2,187,120
Less: Amortization - Contributions in Aid of Construction
(Taken from Column 6 of Schedule 9B - Water) 19,296
Net Depreciation Line 803 $ 12,813




Municipality of Kensington Water and Sewerage Corporation

Sewer and/or Water Capital and Loan Fund
Analysis of Water System
Contributions in Aid of Construction

Year Ended December 31, 2007

1

Contributions
January 1

Additions

Deductions

4
(1+2-3)

Contributions
December 31

Amortization
Rate

6
(4 x5)

Amortization

7

Amortization

Reserve
January 1

Schedule 9B - Water

Deductions
to
Reserve

9
6+7-8)
Amortization
Reserve
December 31

10
4-9)
Net
Contributions
December 31

Source of Supply Plant
303 Land and Land Rights
304 Structures and Improvements
305
307
309

Collecting & Impounding Reservoirs
Wells and Springs
Supply Mains
Other (Specify)
Pumping Plant
303 Land and Land Rights
304 Structures and Improvements
311 Pumping Equipment
Other (Specify)
Water Treatment Plant
320 Water Treatment Equipment
Other
Transmission and Distribution Plant
303 Land and Land Rights
331 Transmission & Distribution Mains
333 Services
334 Meters & Meter Installations
335 Hydrants
330 Water resoir
General Plant
340 Office Fumniture and Equipment
341 Transportation Equipment
342 Stores Equipment
343 Tools, Shop and Garage Equipment
347 Miscellaneous Equipment
348 Other Tangible Property
Other (Specify)

Totals

%

1,558

1,558

1,558

1.20%

33,333

33,333

1.20%

3,600

4,000

29,333

129,234

129,234

1.20%

1,551

2,088

3,639

125,595

1.20%

4,425

4,425

1.20%

53

106

159

4,266

18,184

18,184

5.00%

909

1,818

2,727

15,457

5.00%

1,195,899

98,282

1,294,181

1.20%

15,530

247,041

262,571

1,031,610

71,114

71,114

1.20%

853

853

70,261

1.20%

$

1,382,633

$

169,396

$

1,552,029

$ 19,296

$

254,653

$ -18

273,949 | $

1,278,080

Schedule 9A - Water




MUNICIPALITY OF

Schedule 10

Kensington Water and Sewerage Corporation

SEWER AND/OR WATER CAPITAL AND LOAN FUND

ANALYSIS OF LONG-TERM DEBT

Description of Each Loan
or Debenture Issue

YEAR ENDED DECEMBER 31,

Add
Qutstanding ~ New Debt
January 1 Incurred

2007

Subtotal

Deduct
Repayments

Qutstanding
December 31

Prime Bank of Nova Scotia demand loan,
maturing in 2011, repayable in annual principal
instalments of $6,800, with interest payable
monthly.

Prime Bank of Nova Scotia demand loan,
maturing in 2013, repayable in annual principal
instaiments of $9,400, with interest payable
monthly.

5.9% Bank of Nova Scotia demand loan, maturing
in 2011 amortized to 2027, repayable in annual
instaiments of $28,354, including principal

and interest.

5.6% Bank of Nova Scotia demand loan,
maturing in 2009, amortized to 2027, repayable
in annual installments of $2,931, including
principal and interest

New Loans

5.85% Bank of Nova Scotia demand loan, maturing
in 2010, amortized to 2032. Repayable In three

instaiments of principal and interest totaling $221,000
over the term with the baiance of principal and accrued

interest due at the end of the term.

Prime Bank of Nova Scotia demand loan, maturing
in 2012, amortized to 2028, repayable in 4 annual
instaiments of principal of $1,270 with the balance of
principal and accrued interest payable at the end

of the term

5.90% Bank of Nova Scotia demand loan, maturing
in 2012, amortized to 2030, repayable in 4 annual
instaliments of principal of $8,882 with th ebalance
of principal and accrued interest payable at the end
of the term

5.90% Bank of Nova Scotia demand loan, maturing
In 2012, amortized to 2030, repayable in 4 annual
installments of principal of $47,038 with the balance
of the principal and accrued interest payable at the
end of the term.

Repaid During Year

Repaid During Year

Repaid During Year

Repaid During Year

Repald During Year

Totals

$ 34,000 $

65,800

281,501

282,990

25,400

110,257

583,950

79,564
43,589
110,802
338,743

4,440

34,000

65,800

281,501

64,871

282,990

25,400

110,257

583,950

79,564
43,589
110,802
338,743

4,440

$ 6,800

9,400

10,901

2,270

79,564
43,589
110,802
338,743

4,440

$ 27,200

56,400

270,600

62,601

282,990

25,400

110,257

583,950

$ 1,023,310 $ 1,002,597 $ 2,025,907

$ 606,509

$ 1,419,398
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Grant Thornton

Auditors’ report

Grant Thornton LLP

Royal Bank Building

220 Water Street, PO Box 1660
Summerside, PE

CIN2Vs

T (902) 436-9156
F (902) 436-6913
wwni.GrantThomton.ca

To the Council of
The Town of Kensington

We have audited the consolidated statements of financial position of The Town of Kensington as at
December 31, 2007 and the consolidated statements of financial activities and changes in fund balances
and in financial position for the year then ended. These financial statements ate the responsibility of
management. Our responsibility 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 plan and petform an audit to obtain reasonable assurance whether the
financial statements are free of matetial misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosutes in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of
The Town of Kensington as at December 31, 2007 and the results of its operations and changes in fund
balances and in financial position for the year then ended in accordance with Canadian generally
accepted accounting principles.

g‘wﬂm 227

Summerside, Prince Edward Island

February 22, 2008 Chartered Accountants

Audit » Tax » Advisory
Grani Thamion LLP. A Genadian Member of Granl Thomion Inlemational Lid



The Town of Kensington

Consolidated statement of financial activities

Year Ended December 31 2007 2006
Revenue
General account (Page 12) $ 1,442,015 $ 1,234,503
Sewerage account (Page 17) 104,114 104,218
Water account (Page 18) 168,620 160,940
1,714,749 1,499,661
Expenditures
General account (Page 12) 1,196,200 1,012,178
Sewerage account (Page 17) 192,294 160,758
Water account (Page 18) 194,451 173,189
1,582,945 1,346,125
Net revenue 131,804 153,636
Financing and transfers
Capital debt retirement (79,992) (76,445)
Allocation to fire department reserve (Note 6) (28,899) (2,874)
Capital asset purchases out of current revenue {100,792) {186,263)
(209,683) (265,582)
Change in fund balances (77,879) (112,046)
Accumulated surplus, beginning of year 99,547 211,593
Accumulated surplus, end of year $ 21668 § 99,547
Changes in fund balances
General (Page 12) $ 57,967 $ (21,422)
Sewerage (Page 17) (99,097) {67,457)
Water (Page 18) (36,749) {23,167)
$ 77,879) $ (112,046

See accompanying notes to the consolidated financial slatements,

Audi v Tax » Advisory
Grant Thomion LLP. A Canadian Mambar of Grant Thomion Inlemational Lid



The Town of Kensington

Consolidated statement of financial position

December 31 2007 2006
Financial assets
Cash and cash equivalents
Unrestricted $ 44,068 $ 409,324
Restricted 169,230 36,033
Receivables 85,852 97,362
299,148 542,719
Liabilities _
Bank indebtedness (Note 2) 53,211 360,000
Payables and accruals 187,524 286,968
Deferred bensfit costs 11,349 2,243
Deferred revenue (Note 3) - 26,781
Long term debt (Note 4) 2,719,386 2,368,635
2,971,470 3,044,627
Net debt (2,672,322) {2,501,908)
Non-financial assets
Prepaid expenses 42,346 -
Tangible capital assets (Note 5) 7,482,838 7,104,737
Contributions in aid of construction {(2,055,464) {1,935,983)
5,469,720 5,168,754
Accumulated surplus $ 2,797,398 $ 2,666,846
Municipal position
Operating fund accumulated surplus $ 21,668 $ 99,547
Reserve fund (Note 6) 28,899 7,009
Capital fund, investment in tangible ¢apital assets 2,746,831 2,560,290
Accumulated surplus $ 2,797,398 $ 2,666,846

On Behalf of the Council

Mayor ¢ ﬂ i ‘Councilor

See accompanying notes to the consolidated financial statements.

Audh + Tax » Advisory
Grani Thomion LLP. A Canadian Member of Grant Thomilon Jntermational Lid
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The Town of Kensington

Consolidated statement of changes in financial position

Year Ended Dacember 31

2006

Increase (decrease) in cash and cash equlvalents

Operating activitles
Change in fund balances
Depreciation and amortization
Change in fire department reserve

Change in non-cash working capital
Receivables
Prepaid expenses
Trade payables, accrued interest, deferred revenue
and detferred benefit costs

Financing activities
Payment of long term debt
Proceeds from issuance of iong term debt
(Decrease) increase in bank indebtedness

Investing activitles
Purchase of capital assets
Contributed assets

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents,
Beginning of year

End of year

(112,046)
27,648

2,874

(81,524)

(136,030)

222,908

5,354

(252,428)
66,668
360,000

174,240

(273,816)

185,667

(88,149)

91,445

353,912

$ 445,357

See accompanying notes to the consolidated financial statements.

Auglt« Tax + Advkory
Gran! Thomion LLP. A Canadian Member of Grant Themton Intemationgl Lid



The Town of Kensington
Notes to the consolidated financial statements
December 31, 2007

1. Summary of significant accounting policles

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

Reporting entity

The consolidated financial statements reflect the assets, liabilities, revenues, expenditures,
and changes in fund balances and in financial position of the reporting entity. The reporting
entity is comprised of all organizations and committees that are accountable to the Town
for administration of their financial affairs and resources, and which are owned or controlled
by the Town. interdepartmental and organizational transactions and balances are
efiminated.

Basis of accounting

The basis of accounting followed in the financial statement presentation includes revenues
in the period in which the transactions or events occurred that gave rise to the revenues
and expenditures in the period the goods and services are acquired and a liability is
incurred.

Fund accounting

Funds within the consolidated financial statements consist of the operating, capital and
reserve funds for both the general operations and the sewerage and water utility. Transfers
between funds are recorded as adjustments to the appropriate fund balance.

Revenue recognition

The accrual basis of accounting is used for all funds. The accrual basis of accounting
recognizes revenues as they are earned and measurable; expenditures are recognized as
they are incurred and measurable as a result of legal obligation to pay.

The Town follows the deferral method for contributions. Restricted contributions are
recognized as revenue in the year in which the related expenses are incurred. Unrestricted
contributions are recognized as revenue when received or receivable if the amount to be
received can be reasonably estimated and collection is reasonably assured.

Tangible capital assets

Effective January 1, 2007, the Town adopted Accounting Guideline 7 (PSG-7) of the Public
Sector Accounting Handbook of the Canadian Institute of Chartered Accountants with
respect to the disclosure of tangible capital asssts of local governments. PSG-7 provides
transitional guidance on presenting information related to tangible capital assets until
Section 3150 — Tangible Capital Assets of the Public Sector Accounting Handbook comes
into effect on January 1, 2009.

Equipment, fumiture, software, buildings, and improvements with a cost in excess of $500
and an estimated useful life of two years or more are capitalized at cost net of government
assistance and contributions.

Al costs associated with placing an asset in service, including freight, installation costs, site
preparation costs, alterations, and professional fees are included in the capitalized value.
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The Town of Kensington

Notes to the consolidated financial statements
December 31, 2007

1. Summary of significant accounting policies {cont’d)

Interest expense on capital debt incurred during the construction or renovation of an
asset are included in the capitalized value.

(a) Tangible capital assets - General
Capital asset purchases out of current revenue are shown as general revenue
contributed to capital expenditures in the current year and recorded in the capital fund
along with other capital assets. Capital assets are recorded at their original cost
which inciudes external contributions.

{b) Depreclation - General
No depreciation is recorded on capital assets for municipal accounting purposes.
Depreciation for these assets is expected to be presented in the 2009 financial
statements and will be calculated based on asset's estimated useful life.

(c} Depreciation - Sewerage and Water Utllity
Depreciation is recorded on the straight line basis at the foflowing annual rates as
directed by the Island Regulatory and Appeals Commission:

Lift stations 5.0%
Sewer treatment plant 1.2%
Fire hydrants 5.0%
Water treatment equipment 5.0%
Water meters 5.0%
Water pumping stations 1.2%
Sundry 10.0%
All other assets 1.2%
Garage 10.0%
Office equipment 10.0%
Backhce 10.0%

{d) Investment In tanglble capital assets
Infrastructure and other program grants and rebates related to capital asset
purchases are recorded as investment in capital assets in the capital fund and are
amortized to investment in capital assets through amortization using the same
method and annual rates as the related assets are depreciated.

Management estimates

The presentation of financial statements in conformity with Canadian generaliy accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities and disclosure of contingent liabilities
at the date of the financial statements and the reported amounts of revenues and
expenditures during the reported period. Actual resuits could differ from those reported.

Accumulated sick leave

Full time employees accumuiate sick leave at the rate of 1.25 days per month. In the
event the employee does not use all the earned sick leave in a given year, the unused
portion can be carried forward and accumulated. As of December 31, 2007 the
contingent liability for unused sick leave amounted to $35,855 (2006 - $31,966).
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The Town of Kensington

Notes to the consolidated financial statements
December 31, 2007

1. Summary of significant accounting policles (cont'd)

Accumulated vacation

Full time employees accumulate vacation at the rate of 1.25 days per month, In the
event the employee does not use all earned vacation in a given year, the unused portion
can be carried forward. As of December 31, 2007 the liability for unused vacation
amounted to $4,433 (2006 - $9,413).

Cash and cash equivalents
Cash and cash equivalents include cash on hand, balances with banks.

2. Bankindebtedness

Bank indebtedness consists of a bank advance of $46,809, plus outstanding cheques of
$6,402. The Town has an authorized operating line of credit of $485,000, of which, $438,191
was unused at December 31, 2007. As security, the Town has provided a borrowing
rasolution.

3. Deferred revenue 2007 2008

During the year, the Town was allocated $71,511 under the New Deal Gas Tax Funding for
Incorporated Communities agreement. The Town must use their allocation of the New Deal
Gas Tax funds for eligible infrastructure and capacity building projects as outlined in the
agreement dated November 22, 2005.

Deferred revenue, beginning of year $ 26,781 § 39,006
Received during year 71,511 19,503
Spent during year (98,292) (31,728)
Deferred revenus, end of year $ = § 26,781

Under the Agreement on the Transfer of Federal Gas Tax Revenues through the New Deal
for Cities and Communities, the Town has received revenues which are restricted for
expenditure on eligible projects. During the year, $98,292 was spent on eligible water system
additions and has been recorded as an investment in capital assets. The Town has
prepared, and the governmental regulating body has accepted, a Capital Investment Plan
which details determined expenditures.
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The Town of Kensington

Notes to the consolidated financial statements
December 31, 2007

4. Long-term debt 2007
The Town of Kensington

5.95% non-revolving loan, Bank of Nova Scotia, maturing

in 2011, amortized to 2026, repayable in annual instalments

of $31,121, including principal and interest, obtained

to finance community centre renovations. $ 356,463

5.95% non-revolving loan, Bank of Nova Scotia, maturing

in 2011, amortized to 2021, repayable in annual instaiments

of $37,996, including principal and interest,

obtained to finance new fire hall. 354,468

5.7% non-revolving loan, Bank of Nova Scotia, maturing

in 2008, amortized to 2023, repayable in annual principal

instalments of $12,761, including principal and

interest, obtained to finance community centre

renovations. 132,636

5.7% non-revolving loan, Bank of Nova Scotia, maturing
in 2008, repayable in annual instalments of $7,770,
including principal and interest, obtained to finance police car. 7,363

5.75% Malpeque Bay Credit Union, maturing in 2010,
repayable in monthly instaiments of $529, including
principal and interest, obtained to finance police car. 17,276

Prime non-ravolving loan Bank of Nova Scotia, repayable

in annual principal instalments of $24,500, commencing

Feb 20086, with interest payable monthly, maturing

in 2010, amortized to 2013 of the balance of principal

and accrued interest obtained to finance fire truck. 113,160

5.44% non-revolving loan, Province of Prince Edward

Island, repayable in quarterly instalments of $5,869,

including principal and interest, obtained to finance

purchase of land., 276,954

2006

$ 367644

370,240

137,577

14,319

22,247

148,298

285,000

1,258,320

1,345,325
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The Town of Kensington

Notes to the consolidated financial statements
December 31, 2007

4. Long-term debt (cont’d) 007

The Town of Kensington Water and Pollution Control
Carporation

Prime Bank of Nova Scotia demand loan, maturing
in 2011, repayable in annual principal instalments
of $6,800, with interest payable monthiy. 27,200

Prime Bank of Nova Scotia demand loan, maturing
in 2013, repayable in annual principal instaiments
of $9,400, with interest payable monthly. 56,400

5.9% Bank of Nova Scotia demand lean, maturing in
2011, amortized to 2027, repayable in annual instalments
of $28,354, including principal and interest. 270,600

5.6% Bank of Nova Scotia demand loan, maturing
in 2009, amortized to 2024, repayable in semi-annual
instaiments of $2,931, including principal and interest. 62,601

Prime Bank of Nova Scotia demand loan, maturing

in 2012, amortized to 2028, repayable in annual

instalments of principal of $1,270 with the balance of

principal and accrued interest payable at the end of the term. 25,400

5.90% Bank of Nova Scotia demand loan, maturing

in 2012, amortized to 2030, repayable in annual instalments

of $8,882 including principal and interest with the balance

of principal and accrued interest payable at the end

of the term. 110,257

5.80% Bank of Nova Scotia demand loan, maturing

in 2012, amortized to 2030, repayable in annual instalments

of $47,038 including principal and interest with the balance

of principal and accrued interest payable at the end of

the term. 583,950

5.85% Bank of Nova Scotia demand loan, maturing in

2010, amortized to 2032, repayable in instalments of

principal and interest totaling $221,000 over the term with

the balance of principal and accrued interest due at the end

of the term. 282,990

Prime Bank of Nova Scotia, demand loan maturing

in 2012, amortized to 2028. Repayable in annual principal

instalments of $2,084 with the balance of principal and

accrued interest payable at the end of the term. 41,668

Loans repaid during the year

2006

34,000

65,800

281,501

64,871

577,138

1,461,066

1,023,310

$ 2,719,386 §$ 2,368,635
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The Town of Kensington

Notes to the consolidated financial statements

December 31, 2007

4. Long-term debt (cont'd)

All Bank of Nova Scotia loans are considered due on demand as the loans are secured by
demand promissory notes. For these loans the Town has assumed the bank will not demand
payment in the current year. Therefore, based on current repayment amounts, principle
repayments in each of the next five years are due as follows:

Fire Water &

General Departmant Sewerage Total
2008 $ 38,352 § 40816 $ 172162 $ 251,330
2009 32,667 41,814 109,360 183,841
2010 34,177 42,873 134,603 211,653
2011 29,771 43,997 47,622 121,390
2012 31,373 35,849 42,606 109,828
$ 166,340 $ 205349 $ 506,353 $ 878,042

Prime rate at December 31, 2007 was 6.00% (2006 - 6.00%).
5. Tangible capital assets 2007 2006
Accumulated Net Net
Cost Depreciation Book Value Book Value
Land $ 559,956 § - $ 559956 $ 559,956
Building 2,163,226 - 2,163,226 2,072,935
Equipment 4,710,775 846,947 3,863,828 3,581,820
Automobiles 789,418 13,609 775,809 814,713
Office equipment 120,019 - 120,019 75,313
$ 8343394 $ 860556 $ 7,482,838 $ 7,104,737

Audit* Tax » Advisory
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The Town of Kensington

Notes to the consolidated financial statements
December 31, 2007

6. Reserve fund 2007 2006

Reserve for Fire Department

Balance, beginning of year $ 7,008 $ 4,135
Allocation to reserve 28,899 2,874
Spent during the year (7,009) -
Balance, end of year $ 28,899 $ 7,009

7. Rate regulation

The Town is subject to rate regulation on the sewerage and water utility provided to residents
in Prince Edward Island under the /sland Regulatory Appeals Commission Act. The purpose
of this Act, which is administered by the Island Regulatory and Appeal Commission {IRAC), is
to regulate the rate municipalities may charge for sewerage and water utility provided to
residents within Prince Edward Island and to ensure at all times a just and reasonable price
for sewerage and water services. Changes in sewerage and water utility rates can only be
implemented with the approval from IRAC,

8. Contractual agreement

The Town has enterad into an agreement to provide employment security-related services for
a private company until 2008. As part of the agreement the Town will receive a contracted for
minimum amount in annual revenues. In return the Town agrees to provide the service at the
set rate per service up t0 an agreed to annual maximum,

9. Financlal Instruments

The Town's financial instruments consist of cash, receivables, bank indebtedness, payables and
accruals, deferred benefit costs and revenue, and long-term debt. Unless otherwise noted, it is
management's opinion that the Town is not exposed to significant interest, currency or credit
risks arising from these financial instruments. The fair value of these financial instruments
approximates their carrying values, unless otherwise noted.

10. Budget

The budget figures have not been audited and have been included on the financial statements
for comparative purposes oniy.

11. Comparative figures

Certain of the figures on the 2006 financial statements have been reclassified to conform to the
2007 financial statement presentation.

1
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The Town of Kensington
Schedule of financlal activities — General account

Year Ended December 31 Budget 2007 2008
Revenue

Animal control $ 400 § 644 §$ 392
Building permits 270 190 270
Police Chief services - 11,342 .
Fines 18,500 16,754 18,515
Fire dues 163,145 168,763 183,225
Fire grants and donations 10,000 5,203 3,500
Equalization 148,244 174,217 148,244
Recreation (annual arena support) 10,000 10,000 10,000
Job Creatlon (Note 8) - 14,431 13,219
Canada Day 1,400 1,400 1,400
Public works 25,000 25,000 26,985
Police — Targeted Wage - - 11,520
Current account 2,500 2,960 2,983
Miscellaneous - - 582
Propetty taxes 459,733 465,367 440,909
Recreation and aqua program 1,000 870 1,515
Rental 55,000 53,708 56,473
Gas tax 71,511 71,511 31,728
Contract revenue {Note 8) 325,000 419,668 313,063

1,291,703 1,442,016 1,234,503

Expenditures Page
General government 13 269,574 235,303 205,925
Fire protection 14 200,413 115,809 127.098
Police protection 14 381,131 371,487 315,078
Streets and lighting 15 150,292 183,303 180,377
Community centre 15 120,599 119,968 - 115,859
Parks and recreation 16 112,183 99,781 67.841

Gas Tax revenue allocation
to Water Extension and

Annexation Study — 161 __ 71511 00 -
1,305,703 1,196,200 1,012,178
Net revenue (14,000) 245,815 222,325
Financing and transfers
Capital debt retirement - (79,992) (78,445)
Allocation to fire department reserve - (28,889) (2,874)
General government allocation to
sewerage and water - 7,836 7,835
Facilities allocation to sewerage

and water 14,000 14,000 14,000
Capital asset purchases out of current revenue - (100,792) (186,263)

14,000 (187,848) (243,747)

3 - 57,967 (21,422)
Accumulated surplus, beginning of year 11,274 32,696
Accumulated surplus, end of year $ 69241 § 11,274
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The Town of Kensington

Schedule of expenditures — General account

Year Ended December 31 2007 2006

General government
ADP payroll fees $ 1,489 $ 1,243
Advertising 6,857 4,948
Animal control 95 102
Bank charges and interest 15,423 12,476
Conferences and travel 5,683 7,855
Crossing guards 972 1,194
Donations and gifts 1,410 6,260
Dues, memberships and professional deveiopment 2,904 2,887
Eiections 779 974
Harvest festival and Christmas parade 2,887 1,588
interest on capital debt - 1,317
Liability insurance 4,343 1,324
Mayor's and councilors’ honorariums 21,280 20,000
Meals on wheels - 900
Office supplies and printing 16,666 9,505
Pianning - GIS mapping 8,406 -
Professional fees 16,072 13,658
Salaries and benefits 71,059 72,631
Telephone 7,779 7,501
Town pins, flags and promotion 2,054 835
Vehicle maintenance and repair 1,729 1,813
Water charge 41,326 37,116

235,303 205,925

Transfers
Portion of community centre costs 10,000 10,000
Portion allocated to sewerage and water (7,835) (7,835)
Capital asset purchases out of current revenue 29,555 8,056

$ 267,023 $ 216,146
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The Town of Kensington
Schedule of expenditures ~ General account

Year Ended December 31 2007 2006
Fire protection
Administration and management $ 7,761 $ 6,816
Building repairs and maintenance 778 529
Convention and training courses 3,360 2,573
Garbage pick-up 1,254 1,238
Electricity 4,849 4,329
Fire hose, supplies and repairs 6,588 11,605
Firemen’ honorarium 14,175 13,190
Gas and truck maintenance 8,918 21,001
Heat 9,665 7.806
Insurance 11,229 9,470
Interest on capital debt 29,576 33,194
Professional fees 1,836 1,363
Property tax 2,639 1,109
Snow and ice control 1,050 540
Telephone and answering service 6,459 6,603
Water and sewer charge 1,032 1,032
Water charge 4,700 4,700
115,869 127,098
Financing and transfers
Capital debt retirement 43,889 44,517
Allocation to fire department reserve 28,899 2,874
Capital asset purchases out of current revenue 22,657 14,816
$ 211,324 $ 189,305
Police protection
Courses, dues, travel and professional development $ 1,632 $ 1,521
Crime prevention - 3,099
Information systems (PROS/PIRS) 3,381 2,797
Interest on capital debt 1,869 2,532
Insurance 540 -
Office 7,066 6,265
Professional fees 1,836 1,363
Telecommunications 13,652 12,592
Uniforms and supplies 8,088 4,728
Vehicles 22,3N1 23,798
Wages and benefits
Full time employees 174,197 156,741
Casual employees 37,116 38,854
Police technicians 97,034 57,617
Workers compensation insurance 4,665 3,171
371,467 315,078
Financing and transfers
Portion of community centre costs 10,000 10,000
Capital debt retirement 11,928 11,328
Capital asset purchases out of current revenue 20,254 46,444

$ 413,647 $ 382,850

14
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The Town of Kensington

Schedule of expenditures — General account

Year Ended December 31 2007 2006
Streets and lighting
Insurance $ 2,815 $ 1,902
Lighting 21,218 20,858
Maintenance salaries 62,221 47,448
Maintenance shop expenses 11,450 7,535
Paving, patching and maintenance 1,117 1,598
Repairs, maintenance and supplies 8,327 14,307
Sidewalks 7,604 31,839
Snow and ice control 63,081 51,433
Truck and machinery gas and oil 5,470 3,457
183,303 180,377
Transfers
Capital asset purchases out of current revenue 644 106,315
S_183047  $_ 286602
Community centre
Custodian $ 26,403 $ 27,255
Garbage pick-up 2,326 2,247
Heat 12,661 10,062
Insurance 3,262 5,262
Interest on capital debt 29,588 28,509
Janitorial supplies 2,322 1,774
Power 13,830 12,514
Repairs and maintenance 16,314 10,511
Sewer and water charges 1,918 1,918
Snow and ice control 1,254 863
Taxes 10,098 12,009
Tree removal - 2,945
119,966 115,859
Financing and transfers
Capital debt retirement 16,121 14,991
Portion charged to user departments {20,000) (20,000)
Capital asset purchases out of current revenue 15,151 5,939
$ 131,238 $ 116,789
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The Town of Kensington

Schedule of expenditures — General account
Year Ended December 31 2007 2006

Parks and recreation
Recreation, parks and beautification

Park improvements and Gorman property $ 912 $ 1,619
Casual employee contracts for events 2,634 5,502
Property taxes 4,836 1,919
Special town events 9,370 7,701
17,752 16,741
Mortgage, land purchases and recreation grants
Community Gardens ice resurface grant 10,000 10,000
KARA grant in—lieu 7,847 7.847
Queen Elizabeth Elementary School donation 1,000 -
Interest on capital debt — Gorman property 15,681 -
34,528 17,847
EVK swimming pool
Chemicals 1,800 2,615
Electricity 2,478 2,391
Advertising and promotion 1,000 449
Repairs, maintenance and taxes 7,781 2,403
Salaries and benefits for summer operations 12,840 13,011
Water and sewer charges 738 738
insurance 758 747
__2mass 22354
Train Station complex
Electricity 2,394 1,079
Repairs and maintenance 8,082 3,839
Water and sewer charges 442 442
Insurance 929 883
Property taxes 1,622 1,503
Rail yard lighting 970 1,392
Garbage disposal 815 700
Heat 3,976 3,445
Interest on capital debt — Train Station 1,028 -
20,158 13,293
Less: donatiens received (1,152) (2,394)
98,781 67,841
Financing and transfers
Capital debt retirement 8,046 5,609
Capital asset purchases out of current revenue 12,531 4,693

$ 119,358 $ 78,143
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The Town of Kensington
Schedule of financial activities — Water account

Year Ended December 31 Budget 2007 20086
Revenue
Unmetered sales $ 116,560 $ 119,496 $ 116,560
Metered sales 2,397 2,397 2,397
Public fire protection service 46,110 46,026 41,816
Other water revenues 300 701 167
165,367 168,620 160,940
Expenditures
Operating
Salaries and wages - operational 23,606 30,320 22,482
Repairs and maintenance 34,000 39,394 32,184
Power 13,500 14,398 13,162
Water chlorination 1,600 1,121 1,328
72,706 85,233 69,156
General
Salaries and wages - administrative 36,000 36,969 36,325
Office - supplies and other office expenses 2,000 1,606 1,910
Honorariums 2,100 1,987 -
Interest and hank service charges 2,500 2,530 2,584
Professional services 4,300 2,990 4,179
Property taxes 309 - -
Transportation expenses 2,200 2,226 2,165
Insurance 2,642 398 2,555
Regulatory commission expenses 800 1,608 23
Bad debts - - 180
Miscellaneous - 3,508 1,290
52,851 53,719 51,211
Other
Depreciation, net 40,259 12,813 10,929
Interest on long term debt 40,500 42,686 41,893
80,759 55,499 52,822
206,316 194,451 173,189
Net expenditures (40,949) (26,831) (12,249)
Transfers
Allocation from general government {3,918) (3,918) (3,918)
Facilities allocation from general (7.000) (7,000) {7,000)
{10,918) (10,918} (10,918)
$ (61,867) (36,749) {23,167)
Accumulated {deficit) surplus, beginning of year {10,560) 12,607
Accumulated deficit, end of year $ (47,309) $§ (10,560)

See accompanying notes to consolidated financial statements.
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The Town of Kensington
Schedule of financial activities - Sewerage account

Year Ended December 31 Budget 2007 2008
Revenue '
Unmetered sales $ 106,000 $ 103,496 § 104,075
Other sewer revenues - 618 143
106,000 104,114 104,218
Expenditures
Operating
Salaries and wages - operational 22,056 30,320 22,482
Repairs and maintenance 20,000 26,710 21,159
Power 24,500 30,796 23,689
66,556 87,826 67,330
General
Salarles and wages -~ administrative 35,000 37,408 36,695
Office suppiies and other expenses - 283 698
Insurance 1,459 1,459 : 482
Honorariums 2,100 1,987 .
interest and bank service
charges 2,700 2,381 2,733
Professional services 3,500 3,311 2,868
Property taxes 420 - -
Transportation 4,600 5,193 4,546
Regutatory commission 790 1,608 23
Bad debts - 13 150
Miscellaneous and bad debts 700 649 636
Training 1,000 - -
52,269 54,292 48,831
Other
Depreciation, net 31,768 16,719 16,719
Interest on long term debt 30,543 33,457 27,878
62,311 50,176 44,597
181,136 192,294 160,758
Net expenditures (75,1386) (88,180) {56,540)
Transfers
Allocation from general government (3,917) {3,917) (3.917)
Facilities allocation from general (7.,000) {7,000) (7,000)
(10,917) (10,917) (10,917)
$ (86,053) (99,097) (67,457)
Accumulated surplus, beginning of year 98,833 166,290
Accumulated (deficit) surplus, end of year $ gze4) $ 98,833
See accompanying notes to consolidated financlal statements.
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