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1.0 Introduction

R.J. Burnside & Associafes Limited (Burnside) was retained to assist the Township of
Melancthon with the collection, compilation and valuation of T ownship Tangible Capital
Assets (TCA). The following report provides background information requested by the
Township Auditor with regard to the Province of Ontario requiring municipal
governments to modify their methods of acéounting for TCA beginning January 1, 2009.
The new approach utilizes Generally Accepted Accounting Principles, similar to private
sector accounting for TCA, and follows the Public Sector Accounting Board {(PSAB)
document entitled PS 3150 - Tangible Capital Assets.

The statements for the 2009 accounting year will require comparable figures for 2008,
even though the new m ethodology does not becom e effective untii 2008.

This report and the associated data files present the data required to proceed with the

TCA deflation and depreciation calculations and document the methodologies used for
future reference and audit purposes.

2.0 Inventory Collection

The TCA inventory for the Township of Melancthon was undertaken by the following with
the following responsibilities:

Denise Holmes Township, CAO (Project Coordinator)
2. Wendy Atkinson Township, Administrative Assistant (Township Financial and
Administrative Building)
3. Allen Braiden Township, Roads Superintendent {(Public Works)

Arunas Kalinauskas R. J. Burnside & Associates Limited (Roads Needs Study,
TCA Inventory, and TCA Valuation calculation)

The above people may have had support staff assist in the data collection, however it
was reviewed and/or under the supervision of those listed above.

The initial step to comply with the new PSAB requirements was undertaken by the
Township with creating a PSAB 3150 Policy that provides a definition for Township TCA.
We understand that the Township had many discussions with neighbouring
municipalities and asked questions of the T ownship’s Auditor to ensure that everything
being done followed proper process and results in simple but accurate audits. Please
see Appendix A for a copy of the Township PSAB 3150 Policy.

The TCA inventory was loaded into the Burnside Asset Data Model (ADM), which is an
ESRI Inc. geographic information system (GIS) spatial database called a geodatabase.

R.J. Burnside & Associates Limited MS015304
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This data model is integrated into the Burnside Asset Manager (BAM) software solution.
The structure of the data model was designed to include all municipal assets along with
a corresponding Asset Code. The asset code was developed to ensure that both PSAB
and FIR reporting was possible from ADM and BAM. A portion of the Asset Codes used
is provided in Appendix B.

The process of collecting the TC A inventory included the development of a data capture
strategy and completing an analysis of this data as:

¢ Where the TCA was located
o What data was available about the TCA
s Was there Historic cost information

« If there was no Historic cost, identify who was to obtain the replacement cost of the
TCA {e.g. If roads equipment, the T ownship staff would provide an estimated
replacement cost — either price quote or estimate provided from base knowledge; if
administrative office equipment or furnishings, RS Means replacement reference
book was used)

« \Where Installation / In Service date was not available, individuais were identified who
may have better historic knowledge. Some TCA'’s required estimates, which have
been noted in the asset inventory.

Township staff were provided with spreadsheets to assist them in collecting data on
TCA's, to help ensure that all required information was obtained as efficiently and
effectively as possible.

R. J. Burnside & Associates Limited (Burnside) staff discussed the TCA data collection
process with Township staff to ensure that the collection process reflecied the PSAB
3150 policies adopted by the Township. Throughout the data collection process
Burnside identified data gaps or information that was missing.

Burnside was hired by the Township to complete a simplified Roads Needs Study. The
data from this study was used to populate the major Township TCA which are iis Roads.
As identified in the Township PSAB 3150 Policy, Roads were defined as the following:

¢ Road Base
¢ Road Surface
—  Grave!
- Surface Treatment
—  Pavement
o Asphalt - Rural and Semi Urban
o Asphalt - Urban

R.J. Burnside & Associates Limited MS015304
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The Roads Study produced the following data for the PSAB 3150 TCA inventory:

« Historic Cost — where available

» Replacement Cost — using cost information provided by Township Roads
Superintendent and Burnside engineers
Installation / In Service Date — where available

« Instaliation / in Service Date Estimate — where true date was not available
(information from surrounding developments

o Useful Life — from standard engineering Ministry of Transportation and Good Roads
Manuals

» Condition Index — Based on methodology developed by the M inistry of
Transportation.

The Township of Melancthon had a bridge inspection study completed in 20086, by
K. Smart Associates Limited, of Kitchener, Ontario. The following bridge asset data was
extracted from this report:

¢ Historic Cost — where available

e Replacement Cost

e Installation / in Service Date — where available

s Ipstallation / In Service Date Estimate — where true date was not available
o« Useful Life

e« Condition Index — Based on report values

Township buildings were identified and broken down into the following components
where available:

e Building Shell
e Building Roof
« HVAC

« |Interior

All other TCA's were identified from Township staff review of all Township assets. The
Township pulled from their files where available invoices for TCA's and TCA
betterments. These capital improvements and other T CA additions were identified and
added to the TCA Inventory. Each department was informed of the Township PSAB
3150 Policy and then requested to fili in the provided spreadsheet tables.

The TCA inventory recorded in the Burnside Asset Data Mode! as well as the exported
Excel spreadsheets is a complete and accurate account of ail TCA's of the Township, as
provided by Township staff with the assistance of Burnside.

R.J. Burnside & Associates Limited MSO15304
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3.0 Historical Cost Valuation Examples

The examples below show how asset historical cost was estimated if the frue historical
cost was not available. Also sample calculations of amortization and accumulated
amortization and the net book value are provided based on the follow ing:

+ Historical cost was estimated by using deflating factors and process as defined in
“Historical Cost Indices for PSAB 3150 Purposes” by Watson & Associates
Economists Ltd. which was written on behalf of MFOA and AMCTO.

« Straight line amortization was used over the as set's usefut life,

« Useful Life was determined considering many factors such as condition, intended
use, expected deterioration, material and/or technological improvements available,
construction methods, geological factors, as well as prescribed maintenance
processes. The Hornings Mills Community Centre was assumed by the Township in
1986, but the building was built in 1838, therefore this asset now has a reduced
useful life from the Townships perspective. This asset has an accelerated useful life
to reflect the true age and degradation of the facility. All other assets were assumed
or constructed for the Township and have representative useful lives as stated in
Appendix C.

¢ Betterments or Capital Improvements, also affect the valuation of TCA. A betterment
was defined as a service improvement to a TCA which resulted in an extended
useful life. It was also identified as a physical improvement to the asset for better
service or capacity.

The examples are not those of Township TCA but only composed to show the
methodology used to make the calculations using Burnside Asset Manager (BAM).

3.1 Gravel Rural Road

This example shows the calculations used in the valuation of a gravel road. This process
identifies a road base and gravel surface as separate assets. The gravel road was
originally constructed (approximated) at the time of incorporation 1853 with very little
improvements to the road base since that time. The base in this example is believed to
have a useful life of 30 years. The road was last resurfaced with gravel in 2005 and has
a useful life of three years.

R.J. Burnside & Associates Limited MSQ15304
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Historic Cost
2006 Replacement Cost for Road Base $245,000
2006 Replacement Cost for Road Gravel Surface $105,000

$350,000
Year | Factor

Discount Base to year of construction 1853 | 0.0089 $1,970
Discount Surface to year of construction 2005 | 0.9371 $938,396
Estimated Historic Cost of Gravel Read including Base $100,366

Accumulated Amortization (as af Dec. 31, 2006)

Road Base useful life of 30 ysars - therefore the asset is fully
amortized

Gravel Surface useful life 3 years and the year of installation 2005 has no amortization (see PSAB policy)

therefore 2006 has 2 years (or 2/3) life remaining

2006 2007 2008

Base Accumulated Amertization 30/30 x $1,970= $1,970 $1,970 $1,970
Surface accumulated Amortization 1/3 x $98,398= $32.799 $65,697 | $98,396

Total Accumulated Amortization $34,769 $67,567 | $100,366
Net Book Value
Base
Historic Cost $1,970 $1,970 $1,970
Accumulated Amortization -$1.970 -$1.970 | -$1.970
Net Book Value 50 $0 $0
Gravel Surface — 2005
Historic Cost $08,396 $08,396 | $98,396
Accumulated Amortization -$32,799 | -$65597 | -$98,396
Net Book Value $65,597 $32,799 30
New Gravel Surface 2008
Historic Cost $120,000
Accumulated Amortization no depreciation in the year of construction $0
Net Book Value | $120,000

Assuming the funding was av ailable through the Tow nship’s budget, the gravel
resurfacing would have occurred, and provided for the following transactions:

o Removal of historical cost and accumulated amortization of the gravel surface (both
figures cancel each other out as they both equal $98,396).

+» New gravel surface would be recorded as TCA.

R.J. Burnside & Associates Limited
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+» Atyear end 2008 the amortization of the new asset would be recorded as Zero (see
PSAB Policy which states that zero amortization in the first year of a TCA).

o At year end 2009 the am ortization of the new asset would be recorded as 1/3 of the

historical cost of the new gravel TCA.

3.2 Facility
Capital Improvements to the Building
HVAC replaced in 1996
Roof Replaced in 1992
Historic Cost
2006 Replacement Cost for fotal Fagility $3,500,000
Facility Components
HVAC $50,000
Roof $250,000
Structure + other remaining parts as Shell, windows, interior finishings, etc. $3,200.000
$3,500,000
Year Factor
Discount HYAC tfo year of construction 1996 0.6604 $33,020
Discount Roof to year of construction 1692 0.6083 $152,075
Discount Structure + to year of construction 1968 0.1382 $442,240
Estimated Historic Cost of Facility $627,335
Life
Accumulated Amortization (as at Dec. 31, 2008) Useful Life Installation | Remaining
HVAC 15 1996 6
Roof 30 1992 17
Structure + 80 1968 43
2006 2007 2008
HVAC Accumulated Amortization $22,013 $24,215 $26,416
Roof Accumulated Amortization $70,968 $76,038 $81,107
Structure + Accumulated Amortization $210,064 $215,692 $221,120
Total Accumulated Amortization $303,046 $315,844 $328,643
R.J. Burnside & Associates Limited MS0O15304
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Net Book Value 2006 2007 2008

HVAC

Historic Cost $33,020 $33,020 $33,020

Accumulated Amortization -$22.013 -$24 215 -526.416

Net Book Value $11,007 $8,805 $6,604

Roof

Historic Cost $152,075 $152,075 $152,075

Accumulated Amortization -$70.968 -$76,038 -$81.107

Net Book Value $81,107 $76,038 $70,968

Structure +

Histaric Cost $442,240 $442 240 $442,240

Accumulated Amortization no depreciation in the year of construction -$210,064 | -$215592 | -$221,120

Net Book Value $232,176 $226,648 $221,120
New Life

Net Book Value with Expansion in 2009 Remaining | Original Expansion | 2010 Total

HVAC Betterment adds 5 more years Useful Life 8

Historic Cost $33,020 $15,000 $48,020

Accumulated Amortization 2009 -$28,617 -$28,617

2010 Amortization of betterment is -$550 -51.875 -$2,425

Net Book Value $3.852 $13,125 $16,977

Roof no change to useful life 14

Historic Cost $152,075 $52,000 $204,075

Accumulated Amortization 2009 -$86,176 -$86,176

2010 Amortization of betterment is -$4.707 -$3.714 -$8.421

Net Book Value $61,192 $48,286 $109,478

Structure + no change to useful life 40

Historic Cost $442,240 $170,000 $612,240

Accumulated Amortization 2009 -$250,603 -$250,603

2010 Amortization of betterment is -$4,791 -$4,250 -$9,041

Net Book Value $186,846 $165,750 $352,596

3.3 Pooled Computers

TCA that are similar in nature having the same useful life but do not meet or exceed the
capitalization threshold can be grouped into a tangible capital ass et pool. Each pooled

TCA are part of the ane asset class, and are normally reported by year of purchase.

Once an asset becomes part of a TCA Pool it remains in the pool until it is fully

amortized.

R.J. Bumnside & Associates Limited
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Most municipalities will use computers as pooled TCA and therefore become a good
example to outline the way they are valued.

Computers purchased through 2002, 2003, 2004, and 2005. Replacement of 2002 computers in 2006

Quantity | Historical Cost Useful Life Accum. Amort. Net
Ending 2006 Values Book
Each Total | Years | Remaining 2006 Value
2002 purchases 4 $1,300 | $5,200 4 0 $5,200 $0
2003 purchases 5 $1,200 | $6,000 4 1 $4,500 $1,500
2004 purchases 4 $1,100 | $4,400 4 2 $2,200 $2,200
2005 purchases 3 $1,000 | $3,000 4 3 $750 $2,250
Sub-Total 16 $18,600 $12,650 $5,950
2006 Additions 4 $950 $3,800 4 4 30 $3,800
2006 Disposals -4 -$1,300 | -$5,200 -$5,200
Ending 2006
Balances 16 $17,200 $7,450 $9,750
Net Book Value Ending 2006 Historic Cost |  $17,200
Accumulated
Amortization -$7,450
Net Book Value $9,750
Net
Ending 2007 Values | Quantity | Historical Cost Useful Life Accum. Amort. Book
Each Total | Years | Remaining 2006 Value
2003 purchases 5 $1,200 $6,000 4 0 $6,000 $0
2004 purchases 4 $1,100 $4,400 4 1 $3,300 $1,100
2005 purchases 3 $1,000 | $3,000 4 2 $1,500 $1,500
2006 purchases 4 $1,000 $4,000 4 3 $1,000 $3,000
Sub-Total 16 $17,400 $11,800 $5,600
2007 Additions 2 $900 $1,800 4 4 $0 $1,800
2007 Disposals -5 -$1,200 | -$6,000 -$6,000
Ending 2006
Balances 13 $13,200 $5,800 $7,400
Net Book Value Ending 2007 Historic Cost $13,200
Accumulated
Amortization |  -$5,800
Net Book Value $7,400
R.J. Burnside & Associates Limited MS0O15304
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4.0 Replacement Cost Calculation Assumptions

It is important to understand the terms, “reproduction cost” and “replacement cost” as
they relate io TCA accounting and replacement cost relative to Capital Budget Planning
(CBP). If historical costs are not available for TCA purposes, an estimate is made of the
cost to “reproduce” an asset with the same materials, size and configuration as currently
exists in current (2008) dollars. This is referred to as the reproduction cost.

If the asset cannot be “reproduced” due to changes in materials or technologies a
replacement cost is estimated based on similar materials, sizing and configuration. In
both cases these estimated costs are then deflated using established deflation factors to
provide an estimate of the original cost of construction at the time of construction. The
term replacement cost is often used for CBP purposes, but does not have the same
meaning as that used for T CA accounting. Replacement cost for CBP refers to the
estimated cost to replace an asset using current materials, technologies and standards.

For example, the TCA replacement cost for an existing 150mm watermain would be the
cost of a 150mm watermain, while the CBP replacement cost may be the estimated cost
for a 300mm watermain that may be required to correct low water pressures or to
accommodate future growth. This type of replacement is either a total replacement
which includes the disposal/r etirement of an asset or a Capital Improvement of an
existing asset.

4.1 _ Roads

Road sections generally extend from intersection to intersection. In cases where the
surface type changed between inter sections, two sections were created based on the
point where the surface type changed. Road sections were assigned to one of the
following four classifications:

o  Gravel

» Surface Treatment - Rural and Semi Urban
o Asphalt - Rural and Semi Urban

o  Asphalt — Urban

Each road was further subdivided into separate TCA as surface and base. This reflects
the substantially different life expectancies for road base and the differing surfaces. It
also allows surface replacement to be capitalized.

Remaining life expectancies for both base and surface assets were based on the type of
road, local experience and engineering judgment.

R.J. Burnside & Associates Limited MSO15304
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The base and surface construction / installation date was estimated for each road
section using local knowledge and historical records. Where this information was not
available, the following assumptions were made:

1. Road Bases

» The year of incorporation, 1853, was used.

2. Gravel Surface

» Since the useful life of a gravel surface is three years, records of all of these
roads were made available from the Road Superintendent.

. 3. Asphalt or Surface Treatment

» [fthere was a recent surface construction year, then the “Expected Base Life”
was divided by three applications and subtracted from the “Surface Construction
Year”. For example, Surface Treatment Base Construction Year = 2004
(Surface Construction Year)} — 8 [25 {Expected Base Life) / 3] = 1996. This
assumes that this was the second of four surface applications before base
improvemenis are requires.

+ If no surface construction year was provided, then the “Expected Base Life"” was
subtracted from the year 2008. For example, Asphalt Base Construction Year =
2008 — 25 (Expected Surface Life) = 1983. With this assumption, the same year
was used for the base and surface consfruction year.

The remaining life (base and surface) for each road section was estimated using the
current road condition rating for each section and relating these o appropriate road
deterioration values based on life ex pectancies. This yielded an estimate of the
remaining life (base and surface) of each road section.

Benchmark costs were developed for each of the improved road classifications (gravel,
surface treatment, asphalt-rural and asphalt-urban). Cost estimates were then
completed and averaged to develop an aver age benchmark cost per square metre of
road allowance for the base classifications and per square metre of surface for each
surface classification. These benchmark costs were then used to create an individual
reproduction cost estimate for each road section.

R.J. Burnside & Assoclates Limited MSO15304
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Classification

Base

($/m? of ROW)

Surface Thickness

(mm)

Surface

($/linear m)

Gravel

11.92

100

3.69

Surface
Treatment/Ditched

18.03

Liquid

3.47

Asphalt/Ditched

16.39

30

10.28

Asphalt/Curbed

60.32

40

21.44

It should be noted that a number of assets are shared with other municipalities
(boundary roads). The agreed to practices that the Township of Melancthon and
neighbouring municipalities have with respect to roads are as follows:

Township of Clearview
o Al Road Capital expenditures are shared equally 50%.

Municipality of Grey Highlands

e Gravel surface - Township of Melancthon provides 100% on the road segm ents it
maintains (e.g. roads plowed in the winter etc.)
e Other Road Capital expenditures are shared equally 50%.

Township of Mulmur

e Gravel surface - Township of Melancthon provides 100% on the road segments it
maintains (e.g. roads plowed in the winter etc.)
o Other Road Capital expenditures are shared equally 50%.

Town of Shelburne
e All Road Capital expenditures are shared equally 50%.

Township of Scuthgate

s Gravel surface - Township of Melancthon provides 100% on the road segments it
maintains (e.g. roads plowed in the winter, etc.)
e Other Road Capital expenditures are shared equally 50%.

R.J. Burnside & Associates Limited
100119-MS015304_Report.doc

MS015304
13/05/2010 10:28:00 AM




Township of Melancthon 12

PSAB 3150 Tangible Capital Assets
Valuation Report
May 2010

5.0 Summary

The above has identified the process used to create the Township TCA inventory as well
as the assumptions used to calculate some of the replacement costs. Examples were
presented fo identify with the methods and theory used in valuation calculations that
produce the Net Book Values of Township TCA. Burnside Asset Manager provides the
complete Township TCA inventory and Net Book Value calculations, which can be
viewed and reviewed. The Auditors will be provided with spreadsheets that have been
exported out of Asset Manager. Two summary Export Reports are provided in Appendix
D and Appendix E.

It is important to note that all the data related to the Township TCA that are found in
Burnside Asset Manager belong in their entirety to the Township. The Township has
licensed rights fo using the Burnside Asset Manager, however Burnside retains
ownership of the Asset Manager software.

R.J. Burnside & Associates Limited MS015304
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Purpose:

TOWNSHIP OF MELANCTHON
CAPITAL ASSET POLICIES
2008

1. to achieve the consistent recording of tangible capital assets (TCA)

2. to help with the preparation of annual financial statements which conform to the
PSAB 3150 accounting principles for TCA

3. to ensure all reporting requirements related to TCA are met

Scope

It will apply to all departments of the Township of Melancthen and all consolidated
organizations.

Authorization and Responsibility

PSAB 3150 mandates the need to have a TCA Policy.

The Township has also signed its Federal Gas Tax Agreement in which includes a
comuitment by the Township to abide by the PSAB 3150 accounting rules by 2009.

The CAQO/Clerk Treasurer shall develop the TCA Policy and ensure it is followed, will
prepare an implementation plan, and submit budgets in 2008 for the necessary funding of
the TCA project to Council for approval as part of the regular budget process.

All futnre policy amendments will be developed by the CAO/Clerk Treasurer.

This TCA policy shall be reviewed and endorsed by the Township Auditor.

Council will be kept informed of the status of the TCA project and the TCA policy
through periodic reports from the CAO/Clerk Treasurer.

Implementation Plan

The TCA project will be completed by the end of 2008.

Major tasks that are involved in the completion of the project are:

1.
2.
3.

4.

delegation to department heads to perform inventory counts

attending training sessions sponsored by external organizations

build an asset register of documentation to support the existence and valuation
of all assets to be set up as TCA

finalize the TCA policy, including accounting policy decisions and auditor
review

transfer of asset inventory data from spreadsheets to TCA software
application, set up all new GL accounts as needed



12,

valuation of assets in the inventory, assigning useful life estimates,
preliminary amortization calculations

revisit accounting policy decisions for specific assets and make changes
where needed

re-working of the adopted 2008 budget under PSAB rules

. present re-stated 2008 budget, PSAB compliant, to Council for information
10.
11.

develop 2009 budget using PSAB rules on the regular budget timetable
process accounting transactions and make all financial reports to Council
under PSAB 3150 accounting standards

maintain the new TCA records and update them for future additions,
disposals, write-downs, useful life revisions, amortization method changes,
efc.

Asset Definition and Classification

TCA, per PSAB 3150.02 are defined to be non-financial assets of the Township that:

a)

b)
)
)

are held for use in the production or supply of goods and services, for rental to
others, for administrative purposes, or for the development, construction,
maintenance or repair of other tangible capital assets

have useful economic lives extending beyond an accounting period

are to be used on a continuing basis, and

are not for sale in the ordinary course of operations

All TCA’s will be classified within one of these major categories:

¥
2)

3)
4)
5)
6)
7
8)
9

Land

Land Improvements {includes amortizable improvements to land such as
parking lots, fences, pathways, etc.)

Buildings

Vehicles

Equipment and Machinery

Roads

Engineered Structures

LT.Systems

Fumiture and Fixtures

Various minor categories, or sub classes of TCA will exist within each major category.
The number of sub-classes will depend on the estimated useful lives of each sub-class.

Recording and Valuing Assets

Capitalization Threshold



The capitalization threshold shall be $2,500 for every TCA set up in the Asset
Register.

Donated/Downloaded Assets

Assets that were acquired by donation or by downloading will be valued using
fair market value at date of contribution if available. If not, value will be based on
discounted replacement cost and set-up at that value, as long as it exceeds the
threshold amount.

Shared Assets

For assets that are shared with neighbouring Townships/County, e.g. boundary
roads and bridges, agreements with those municipalities will be made in writing
covering:
1) which municipality takes ownership for PSAB record-keeping
purposes
2) any cost-sharing between the municipality and Melancthon Township
for any major upgrades to that asset

Where an asset is not treated as owned by Melancthon Tewnship, the Township’s
Cost share for any major upgrades will be treated as a grant paid by Melancthon
Township to the Township/County claiming ownership, and the grant will be an
operating expense of Melancthon Township.

Betierments vs Maintenance

Betterments occur when physical ontput or service capacity is increased, when
useful life is extended, and when quality of output is improved.

Bettermenits are to be treated as a Capital Asset addition for the TCA to which
they relate, and shall be recorded as a separate asset with its own useful life.
Betterments may in fact be a replacement of an asset (such as a new roof) and so

the old asset will be written-off as disposed, and the betterment set up as a new
asset.

Pooling

Township

TCA’s will be pooled when they are numerous enough that, when taken
collectively, their value exceeds the Pooling Threshold of $5,000. Exceptions

are made, however, in some cases, where it has been decided the value of
amortizing is not worth the time to set up those assets, and therefore the

accepts that these assets will continue to be expensed in full in the year of
purchase



(as they were pre-PSAB). Examples of pooled assets would be:
Desks, tables and chairs (within each building}
: Computers and laptops
: Printers
: Small tools (within each building)
. Street lights
: Culverts
: Signage

When additional items are bought, accounting treatment will be to set up the bulk
purchase as a new, single pooled asset (e.g. 5 tables are bought in 2010 to replace
some already in use). A disposal will be recorded against the old pooled asset, in
proportion to the number of units replaced versus the number of units n that
pooled asset.

Network or Linear System Assefs

For those assets in the Township that are in the form of a network or a linear
system (i.e. roads, water systems) the choices for recording assets are:
. Network approach (counting the entire system as a single asset)
+ Component approach {counting the major components of the asset as a
single asset)
: Segment approach (this approach separates linear assets into segments
and sets each segment up as an asset)

The Township will use all three methods, as follows:

: The network approach will be used for computer cabling, 1T networks
and land-under-roads

: The component approach will be used for all buildings, roads and
engineered structures {e.g. bridges and water systems)

: The segment approach will be used for roads which will first split into
three components, and then slit into segments by road section

The network approach will not be used very often, because it does not lend itself
to future asset management due to the fact that entire networks or systems are
rarely completely replaced. The component and segmented method will be used
most often as this breakdown will allow for better asset management and fong-
range financial and mainfenance planning.

Components

The following tangible capital assets will be set up as multiple components,



an

and not as a single asset:

. Buildings will be set up as 3 components : HVAC systems, roof,
and structure

: Roads will be set up as 3 components: surface, base and land

: Bridges will set up as 2 components: super-structure and deck

Segments

All road assets, after separation into three components, will be segmented into
specific sections, and each section of the surface and base components (but

not the land) will be set up as a singte TCA. The start and end point of each
segment will be defined in the TCA record, as will the length of the segment. The
land component of the entire roads network will be set up as a single TCA record.

Constructed Assefs

Tangible capital assets such as roads and bridges, which are newly constructed,
will be treated as Work-in-Progress, and reflected in the financial statements asa
separate category of TCA, with zero amortization, whenever they remain
incomplete as at year end. Whenever the asset begins to be used which is not
necessarily when the asset is completed, it will be set up as one or more TCA

under the applicable rules and amortization will be for a hatf-year in the year that
the asset is set up.

Element of Cost

Any single TCA’s cost will, per PSAB, include the purchase price as well as:

: Installation costs

; Design, engineering and architectural fees and staff costs

: Legal fees
Survey and site preparation costs
Freight, transportation insurance, and duties

© Carrying charges/interest in the case where borrowing is done to finance
a project, but only during the period up to the time that the asset is

recorded as a TCA. Interest paid after capitalization will be treated as

operating budget expense.

Vahation



All TCA’s will be valued at Historical Cost if the asset has been purchased within
the past five years i.e. 2003 onwards. Historical cost will be used for assets
purchased before 2003 if that cost is readily available.

Where historical cost is not available, one of the following costs will apply:
: Current replacement value, discounted back to the year of acquisition
: Current appraised value for buildings, discounted back to the year of
acquisition, including betterments discounted back to their vear of
addition, treated as separate assets
. For donated, contributed, or downloaded assets, current replacement
value discounted back to the year of acquisition

If the year of acquisition cannot be determined then an approximate will be used.
If the asset identified is of an extreme age then the year that the Township was
incorporated will be deemed to be the year of acquisition.

Cost is determined without regard to the sources of financing that were used to
obtain the asset e.g. long term financing or use of reserves.

Discounting calculations will be based on the MFOA deflator spreadsheet
recently prepared by C.N, Watson and made available by MFOA and AMCTO.
This one index will be applied to all tangible capital assets. Evidence of the
discount calculation made, upon initial set-up of the asset, will be maintained in
the Asset Register records.

Amortization

All TCA’s, excluding land, will be amortized using the siraight-line method. This

method

to

is preferred for its simplicity and ease-of-use.

Amortization entries shall be posted by the applicable Staff to the General Ledgerona
monthly basis, so that it may be presented to Melancthon Council on a timely basis.

The useful life of each sub-class of a TCA will be set based on consultation with
department staff, and review of estimates used in other municipalities. Unless there is a
significant difference in the type of sub-class, only one useful life estimate will be used

every TCA in that sub-class. e.g. if one building has a steel roof and another building has
a shingle roof, then their useful life estimates may be different.

Residual values will not be estimated or used by Melancthon Township. When an asset is
sold or traded, the proceeds will be compared to the remaining Net Book Value (NBV),




and the disposal will be recorded, the asset’s NBV shall be written-off, and a gain or loss
on sale recognized.

Write-downs will be done after anmual reviews of useful life estimates, as per PSAB
$.3150.29. The CAQ/Clerk Treasurer is responsible to conduct annual reviews with every
department head of their TCA near year-end. Every TCA of the department wiil be
included in the review.

When a write-down is required (see PSAB 3150.31-37), 2 journal entry to record the
additional amortization required, per the review decision, and before year-end, will be
posted immediately following the review, and before year-end, so that the NBV at the
year-end matches the decision made jointly at the review by the CAO/Clerk Treasurer
and Department Head.

A tecord of all annual reviews, and a written authorization for any write-downs, will be
kept in the TCA files within the accounting department, as evidence, for auditing
purposes.

Asset Register/Records

to

The accounting department is responsible for maintaining the TCA records.

There shall be electronic asset records kept within the financial system, using the
software that is presently being used (i.e. Keystone). Staff will also maintain an Asset
Register, in the accounting department, consisting of hard-copy files of extemal
documents, photographs, bylaws, legal documents and any other evidence available to
support the existence, valuation and ownership of all the TCA recorded in the electronic
TCA. software records.

Staff shall ensure the two sets of TCA records (electronic and hard-copy) are current,
accurate and complete. Staff shall maintain a log of Asset Changes, for any TCA
improvements, additions, write-downs, and disposals, for purpose of a review of external
anditors, for responses to FOI requests, for Provincial Ministry reviews, and for reports

Council. The log shall be reviewed by the CAO/Clerk Treasurer on a regular basis, and
signed-off as evidence of the review.

TCA purchases shall be identified by staff at the point of entry into the financial system,
and staff shall be responsible to post the purchase to an asset record (new or existing),
update the Asset Register with any documents available, and enter the purchase into the
Asset Changes log.

The General Ledger shall contain an Amortization Expense account within each major
Department section. The General Ledger shall contain one Capital Asset account and one



Accumulated Amortization account within the Balance Sheet section of the Chart of
Accounts, for every major category of TCA. Staff shall be responsible for all postings to
These General Ledger accounts and the regular reconciling of these Balance Sheet
accounts and the regular reconciling of these Balance Sheet accounts to the subledger
details of specific TCA.

Financial Reporting and Budgets

Policies yet fo be developed are necessary to address the following aspects of financial

reporting;:

1.
2.

3.
4,

5.

the format to be used by staff for reporting TCA data

the recipients of TCA reports, namely Members of Council, senior staff,
auditor etc.

the frequency of TCA reports (likely to vary depending on the recipient)

the Provincial requirements for TCA reporting, such as within the Financial
Information Return or the Municipal Performance Measurements, and the
assignment of staff responsibility to provide this reporting.

the impact that TCA and amortization has on the Township’s annual budget

It is expected that further training sessions and materials will be made available in 2008
From MFOA to provide answers to the future Financial reporting under PSAB.
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Tangible Capital Asset Database Fields Ver2

Note: Only those codes that apply to the Town of Mono will appesr in the town's database.

Monday, November 05, 2007

Table
TangibleCaplitatAssesls

Allgar
i3

Feld nama Gate type  sudl

AszetiD Long Inleger  Yes
Classt String Yes
Class2 Sting  Yex
Classd Siting Yes
Class4 Slring Yes
Class3 Slring Yea
Classé Elring Yes oo
CapAasctCode $lring Yas
HisloriaCost Double
DeprecValue Double
AnnualAmeriized Dauble
NedBookValue Doutle
Capllalimprove Double
UsekullLite Short intager
Disposals Doubla
ReplacemantCost Datble

LasthmeiCalcDale  Shortinteger

LastCaplmpravDate  ShorlIntager
ThneStamp bala
Assethotel String
Assethote2 String
DBEJECTID Object ID

Coded value domain
Class1
Descripbion Vabd Class 1 Codny
Flald yypa Birin
Spiit policy Dalanl vakia
Morgs poiicy val

Coded value damaln
Class2
Description Valid Class 2 Gadax
Fishd typs Sling
Spht policy Default valuw
Wlerge pakcy Datault vaiue

raral Gavarmmar
o Frotuction Sarvicas

o Tranzpstialion Sarvices
(] Emdronmantal Sarvices
[ Hasth Sarvicas
[
a7

Raceestion & Gultire
Planning & Developmant

Coded value damain
Class2
Dascripon Valid Class 3 Codes
Frald type Stfing
Spht poicy Dfault vahes
M

o Gevatiancy
u2 Admhltration
=] Fira
(7] Prolective & Inspection Control
o5 Roadwayy
3 ‘Winler Conleol
o - Streetfighting
o Walarwarks
L] Waute Disparal
0 Racycing
1" Camoleries
12 Farka
11 Recrantion
12 Libaries
15 Planning & Zoving
00 Deox Not Apply
1B Agricuttre & Roforastation
17 Comnity Cantrs

Coded value dummaln
Class4
Duascription Vakd Class 4 Codes
Flokl typs Slring
Splikt policy Oefaultvalue
ey Default valus J

o Rolling Stack
0z Equipmant
0 Facility Ralaled
o4 Han-Facity Rektad
a5 Traalment
08 Storaga
o Lecal Rood
o8 Collectar Resd
] Araral Road
1® Slructres
1 Sidwwalia
12 Construction In Progreas
i3 Cthar
14 Slreetiighling
15 Traffic Signals
16 Signs
7 Distribution
L] Traatment
1 Slorm
» Sanltary
21 Sourca

Defavityaiug

Bamein

Class]
Claes2
Clasa3
Classd
Class
Classs

CODODGOOD O

Prec.
Islon Sede Langth

Codad value domain
Class5
Duacription. Valid Glasy 5 Godey
Flekitypa Slting
Split pobicy Dufauk vahue
pelcy D

BEGPERRESESEEEEEEEREEEEEE

Graval
Surlace Traaled
Bridgas
Culvarta
Traffic Slgas
Strwot Skins
Hydrant
Wt
Subsiructura
Shelt
Suparstruciure
Intwiior
Servicea
Spaci) Constuction
Extorier Enclosure
Raoling
Doss Not Apply
Other Shal)
Pade
Seating
Boards
Special Equipmant
Pesl

Large
Madiam
Smal
Freitty Refalod
Non-Facility Rulatad
Barrler
Catch Basln
Clean Out
Connoclian
Canlro] Valve
Dlscharge Poinl
Fittlng
Gravity Main
Laleral
Manhole
Melar
Hetwork Struclure
Pmawnized Main
Pump
Systam Valve
Cunb Stop
Hydrant
Sampling Slafen
Casing
Undorground Enclesure
Discharge Struckare
Thrust Protection
Whatar Stnxluta
Casing
Anode

Coded value domain
Classg
Descrption. Valid Class 6 Codas
Fleid typs Suing
Spii pollcy Dafauhivahkie
Dal

ggsg

§5888¢8

107
15
126
43
g

12
108
[H

1o

135
0s
110
043
01
053
23

14
124
[3n)
oig
o

os1
2+
040

56
o085

108
ose
0EE
|
"3

19
120

Doutie Catch Baala
Ditch Inlet CatchBasin
Double Manhole CalchBasin
Manhola Gatch Basin
Alr Control
Aluda
Atmazpheric Vacuum
Backfiew Control
CV Combinalion
Daubfe Chack
Pressune Vacuum
Raduced Prassure Backlow

Vacum Breaker
Vacuum Relaaza
CurbStop
Butterny
Gona
Galy
Plug
Ball
Genatie
Oukal ot Hostorak ekt
Hanriumil
Outiall wo Headwall
Sther
Bend
cap
Coupling
Cross
Expansion Joint
Offsst
Redocer
Riser
Saddla
Shave
Tap
Teo
Weld
Wye
Grala
Collactor
Cubvort
Indirw Sloraga
Intercaplor
Lwsried Siphon
OpenChannal
Cutiall
Cvarfiow
Turaiel
Subdrain
Gablon Laed Citch
Low Flaw Chanas!
Sodded Cilch
Oullst Dilching
RipRapDitchPralestion
Gomblaston
Commarciat
Domaatie
Induatrlal
[ischarge Struciura
Civarsion Charrier
Ohvarzlon Point
dunctlon, Chamber
Litt Skalion
Praduction ¥l
Pump Sloliors
Eplt Manhele
Hlaraga Sozin
Tids Chamber
Danlantion Pond
Hendvwall
Forca
Pipa Briige
Prussurs
Vacuum
Matar Box
Vahes Vault
Vaukt
Anchar
Blacking
Daadman
Kiciet
Accasa Tunmwl
Casomatt
Condult Bridge
Prolective Tunnel
Enclosad Suarage Faciity
“Toatmaiit Plant
C\ Alr Release
ElowOit
Generic/Unimown
Plug & Block
Slamase Connectioh
W Bepd
Cariar
Transporl Plps
Fire

Hydrant Lolazais
Inigatien:
Wolst Chardar
Sarviea Box
Undomgtound Rasarvelr
Water Tewmr
Bypiss
Chamical Injaction
Distribitian Mala,
Dous Hat Apply
Pracass
Mecharical
Elactrical
Instumentation
Intarconnect
Raw Watar Main
Sampling Station
Tranamission Maln
Jat
Recipracating
Rotary
Yurbing
Fasitlon ndicator Vakve
Bhuion
Valve & Box
Valva & Chambar
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UsefulLife_AppendixC 51312010
Asset Type |Asset Sub-?ype | Asset Sub-?ype Description |Useful Life
Land
Municipal Land i 2601004 [Municipal Lands |does not apply
Land Improvements
2801024 Hornings Mills Picnic Shelter 50,
Parks & Recrecation 2801015 Flormings Mills Playaround 10
Buildings
Administration 2801005 Township Administration Office 100
. 2801022 Public Works Garage 100
Public Wotks 2801023 Sand/Salt Storags Bullding 75
Parks & Recrecation 2801017 Hornings Mills Community Centre 30
3001007 Roof 20
. 3001035 HVAC 15
Builaing Components 2030001 Water Well 30
7001000 Well Pump 25
Vehicles
5001000 Light Duly Vehicle 8
. 5001002 Heavy Equipment 20
Public Works Vehicles 2001003 Tawn Mower 0
5001008 Snow Plow/Dump Truck 11
Equipment & Machinery
6001018 Admiral Refridgerator 20
6001018 Canon AP350 Typewriter 25
Equinment 6001018 Danby Microwave 5
quip 5001018 Grandiather Clock 50
6001018 Powershred Paper Shredder 5
5001018 Water Depot 10
Roads
1908011 Gravel 3
1908011 Surface Treated 10
Road Surface 1808011 Rural Asphalt 25
1908011 Urban Asphait 30
1908016 Gravel Base 30
1908016 Surdface Treated Base 25
Road Base 908018 Rural Asphalt Base 60
908016 Urban Asphait Base 75
Engineered Structures
1902036 Culvert 50|
Bridges/Culverts 1902036 Bridge 75
I.T. Systems
4001001 Calculators B
4001001 Computers 5
4001001 Muilti Function Printer 10
LT. Hardware 4001001 Desktop Printer 20
4001003 Phone System 15
4001003 Radio Systern 30
8001003 Battery Backup 5
1. T. Software 4001002 Accounting System 5
Furniture & Fixtures

3001015 Allsteel Fireproof Safe 75
3001028 John Wood Hot Water MHeater 20
3001043 Security Camera 10
3001043 Security System 20
3001045 Co-mingle Landfill Bin 25
3001048 Broan Central Yac System 20
3001049 Administration Desks (x3) 30
3001049 Booksheif 30
Administration 3001049 Councillor Chiairs (x18) 20
3001049 Councillor Desks (x3) 50
3001049 Starage Cabinet 50
3001050 Delagates Desk 30
3001050 Gallery Chairs (x40} 30
3001050 Filing Cabinets 50
3001050 Printer Cart 20
3001050 Tables (x2) 50
3001050 Worksiation Chairs (x6) 15
3001045 Appliances 15
3001000 Bathroom Fixtures 20
3001050 Intericr Chair 25
. 3001050 Interior Tables 25
Parks & Recrecation 3001048 Musical Instruments 50
3001048 Other Fixtures 20
3001048 Place Settings 20!
3001048 Serving Dishes 20

W: 100119-MS015304 App.CXs
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