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AUDITOR’S REPORT

To the Members of the Legislative Assembly
Province of Prince Edward Island

I have audited the consolidated statement of financial position of the Province of
Prince Edward Island as at March 31, 2007 and the statement of operations, change in net debt and
cash flows for the year then ended. These statements are the responsibility of Government. My
responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing
standards. Those standards require that I plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures 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 my opinion, these consolidated financial statements present fairly, in all material
respects, the financial position of the Province of Prince Edward Island as at March 31, 2007 and the
results of its operations, the change in net debt and the cash flows for the year then ended in
accordance with Canadian generally accepted accounting principles for governments as
recommended by The Canadian Institute of Chartered Accountants.

Additional information and comments on the financial statements are included in my
Annual Report to the Legislative Assembly.

////,u/

" Colin”Younker, CA
Auditor General

Charlottetown, Prince Edward Island
December 13, 2007

AUDITOR GENERAL - CHARLOTTETOWN, PEI
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PROVINCE OF PRINCE EDWARD ISLAND

Consolidated Statement of Financial Position
as at March 31, 2007

2007 2006
FINANCIAL ASSETS ($000) ($000)
Schedule
1 Cash and Short Term Deposits 41,884 16,499
2 Accounts and Taxes Receivable 152,864 141,345
3 Treasury Advances 2,149 2,144
4 Property Holdings 776 670
5 Investments 2,415 2,765
6 Investment in Government Business Enterprises 11,062 9,736
7 Sinking Fund 269,015 265,926
8 Loans Receivable 232,382 203,662
Total Financial Assets 712,547 642,747
LIABILITIES
9 Deferred Revenue/Credits 25,694 28,895
10 Accounts Payable and Accrued Liabilities 237,691 204,566
11 Short Term Loans Payable 115,000 27,551
12 Obligation Under Capital Leases 4,857 5,167
13 Pension, Retirement and Other Obligations 40,763 87,626
14 Loans Payable 255,388 237,525
15 Debentures 1,344,821 1,374,384
Total Liabilities 2,024,214 1,965,714
NET DEBT 1,311,667 1,322,967
Non-Financial Assets
16 Tangible Capital Assets 549,538 537,489
17 Inventories 7,578 8,075
18 Prepaid Expenses 3,127 2,064
560,243 547,628
Accumulated Deficit 751,424 775,339

Supplementary Information (see schedules)
19 Trust Funds
20 Guaranteed Debt

(The accompanying schedules and notes are an integral part of these financial statements.)
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PROVINCE OF PRINCE EDWARD ISLAND

Schedules to Consolidated Financial Statements
for the year ended March 31, 2007

2007
($000)
1 Cash and Short Term Deposits (Bank Advances)
Operating Fund 15,142
Consolidated Agencies & Crown Corporations 26,742
41,884
2 Accounts and Taxes Receivable
Taxes 72,112
Government of Canada 50,115
Consolidated Agencies & Crown Corporations 5,415
Other 29,874
157,516
Provision for Doubtful Accounts (Schedule 21) (4,652)
152,864
3 Treasury Advances
Cash Floats 26
Nova Scotia Health Advance 535
Employee Salary and Travel Advances 1,489
Employee Health Club Memberships 99
2,149
4 Property Holdings
Leased Property -
Property Holdings 2,212
Land (Tax Sales) 100
Other 58
2,370
Provision for Losses (Schedule 21) (1,594)
776
5 Investments
PEI Business Development Inc 3,068
Investments Held by Other Agencies and Crown Corporations 541
3,609
Provision for Losses (Schedule 21) (1,194)

2,415

2006

($000)

(4,210)
20,709

16,499

70,482
39,633

5,372
29,888

145,375

(4,030)

141,345

29
535
1,552
28

2,144

232
1,310
111
57

1,710

(1,040)

670

3,261
521

3,782

(1,017)

2,765



6 Investment in Government Business Enterprises

Ch'town Island Island P.E.lL P.E.lL P.E.l S'side

Area Invest. Waste P.E.l. Grain Liquor P.E.lL Reg. & Regional

Dev. Dev. Management Energy Elevators Control Lotteries Appeals Dev. Total Total

Corp. Inc Corp. Corp. Corp. Comm. Comm. Comm. Corp. 2007 2006

($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000)
Assets 43,197 116,728 31,377 63,786 1,520 10,070 423 2,325 4,670 274,096 # 204,258
Liabilities 38,177 116,230 32,633 59,540 994 10,070 423 2,019 1,370 261,456 192,901
Equity 5,020 498 (1,256) 4,246 526 - - 306 3,300 12,640 11,357

43,197 116,728 31,377 63,786 1,520 10,070 423 2,325 4,670 274,096 204,258
Percentage of Ownership 85% 100% 100% 100% 100% 100% 100% 100% 75%
Province of PEl's Equity 4,267 498 (1,256) 4,246 526 - - 306 2,475 11,062 9,736
Revenue 4,040 7,815 20,315 5,540 6,113 54,942 13,389 2,825 349 115,328 113,122
Expenses 4,048 5,541 20,185 4,528 6,065 41,925 5,740 2,099 517 90,648 84,667
Net Income (Loss) (8) 2,274 130 1,012 48 13,017 7,649 726 (168) 24,680 28,455
Minority Interest in Net Income 1 - - - - - - - 42 43 (903)
Prior Period Adjustments - - - - - - - - - - (34)
Amounts Transferred to Province - (2,000) - - - (13,017) (7,649) (731) - (23,397) (24,972)
Province's Increase in Equity (7) 274 130 1,012 48 - - (5) (126) 1,326 2,546

Complete financial statements of government business enterprises, consolidated agencies and other agencies and crown corporations are

provided in Volume Il of the Public Accounts of the Province of Prince Edward Island.
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7 Sinking Fund

FINANCIAL ACTIVITIES

Sinking Fund Earnings
Investment Earnings
Bank Charges
Net Sinking Fund Earnings
Instalments from Operating Fund
Special Contribution from Operating Fund
Debentures Redeemed
Increase in Sinking Fund Reserve

Sinking Fund Reserve, Beginning of Year

Sinking Fund Reserve, End of Year

FINANCIAL POSITION
Assets
Cash
Accrued Interest
Accounts Receivable - from Operating Fund
- Other
Investments, at cost (Note)
Total Assets
Liabilities
Accounts Payable

Sinking Fund Reserve

Total Liabilities and Fund Reserve

2007
($000)

16,938
(22)
16,916

16,359
(30,186)
3,089

265,926

269,015

34
1,883
32,820
13
34,750
234,270

269,020

269,015

269,020

Note - Market value of investments $261.0 million (2006 - $276.2 million)

2006
($000)

14,461
(19)
14,442

14,160
48,683

77,285

188,641

265,926

376
2,243
14,216

16,835
249,094

265,929

265,926

265,929
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CONSOLIDATED FINANCIAL STATEMENTS 2006-2007

8 Loans Receivable
Operating Fund
Charlottetown Area Development Corporation
Communities 13 Inc.
Community Development
Employee Computer Loans
Island Waste Management Corporation
Ocean Choice Seafoods
P.E.l. Energy Corporation
P.E.l. Liquor Control Commission
Stratford Pollution Control Commission

Mortgages and Loans Issued by Agencies
P.E.l. Business Development Inc

P.E.I. Housing Corporation

P.E.I. Lending Agency

Total Loans Receivable

Provision for Doubtful Accounts (Schedule 21)
Adjustment for Interest Concession - Ocean Choice Seafoods

9 Government of Canada - Wait Times Reduction Funding
- Medical Equipment Funding
- Canada Study Grants
- Early Learning and Child Care
- New Deals for Cities & Communities
- Post Secondary Infrastructure Trust
- Public Transit Capital Trust
- Affordable Housing Trust
- Off-Reserve Aboriginal Housing Trust
Motor Vehicle Registry
Other

2007 2006
($000) ($000)
6,941 7,187
442 487
1,357 449
778 282
2,389 2,565
12,062 12,750
46,654 11,433
5,046 4,484
- 7
75,669 39,644
29,540 48,644
32 68
161,917 146,225
191,489 194,937
267,158 234,581
(31,115) (26,677)
(3,661) (4,242)
232,382 203,662
7,665 12,804
- 3,081
105 201
- 1,673
302 2,436
2,122 -
2,540 -
3,379 -
705 -
5,461 5,323
3,415 3,377
25,694 28,895
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2007 2006
($000) ($000)
10 Accounts Payable and Accrued Liabilities
Goods and Services 42,780 54,753
Government of Canada 760 1,112
Interest 27,749 23,996
Wages and Benefits 41,740 39,855
Due to Sinking Fund 31,749 14,103
Provision for Losses on Guarantees (Schedule 21) 15,944 3,908
Consolidated Agencies and Crown Corporations 31,073 27,281
Other 45,896 39,558
237,691 204,566
11 Short Term Loans Payable
Operating Fund
Treasury Notes 100,000 15,000
PEI Business Development Inc
Demand Note Payable to PEI Century 2000 Fund 15,000 12,551
115,000 27,551
12 Obligation Under Capital Leases
Operating Fund 4,497 4,507
Consolidated Agencies and Crown Corporations 360 660
4,857 5,167
13 Pension, Retirement and Other Obligations
Civil Service Superannuation Fund (39,721) 16,369
Teachers' Superannuation Fund (1,644) (5,069)
Pension Plan for Members of the Legislative Assembly (8,029) (7,043)
Other Pension Plans 17,897 16,745
Retirement and Death Benefits 54,526 48,616
Workers Compensation 17,734 18,008

40,763 87,626
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14 Loans Payable

Operating Fund
Government of Canada, non-interest bearing, maturing
March 31, 2016, payable in monthly installments of $316,567.
Adjustment for Interest Concession

Teachers' Superannuation Fund, 4.35%, maturing April 15,
2014, with interest payable semi-annually and principal
payments of $16 million payable annually.

Civil Service Superannuation Fund, 4.41%, maturing
October 15, 2015, with interest payable semi-annually and
principal payments of $5.2 million payable annually.

Municipal Development Loan Board, 5 3/8%, maturing in 2008,
payable in annual installments of $23,957 including interest.

Consolidated Agencies & Crown Corporations
PEI Business Development Inc
Bank of Nova Scotia, 6.62%, maturing August 30, 2017,
payable in monthly installments of $40,333 plus interest.

Bank of Nova Scotia, 5.65%, maturing March 20, 2007,
payable in monthly installments of $18,106 including interest.

Prince Edward Island Century Fund 2000 Inc, 4% Promissory
Note, due December 31, 2008.

Prince Edward Island Century Fund 2000 Inc, 4% Promissory
Note, due April 1, 2008, payable in annual principal
installments of $288,375.

Prince Edward Island Century Fund 2000 Inc, 4% Promissory
Note, due March 1, 2015, with interest to be paid quarterly
and principal due at maturity.

Island Investment Development Inc., 4% Promissory Note
Payable, due April 2007, with interest payable at maturity.

Island Investment Development Inc., 4% Promissory Note
Payable, due January 2012, payable in monthly installments
of $11,249 including interest.

PEI Housing Corporation
Canada Mortgage and Housing Corp - Mortgages Payable
- Debentures Payable

2007 2006
($000) ($000)
34,189 37,988
(6,090) (7,311)
28,099 30,677
128,000 144,000
52,000 -
44 65
9,882 10,366
- 2,285
- 13,750
- 577
6,600 6,600
2,202 -
593 -
24,383 25,509
3,585 3,696
255,388 237,525
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15 Debentures and Sinking Fund

Net Net
Gross Funded Funded
Issue Maturity  Interest Term of Funded Debt Debt
Date Date Rate Years Debt Sinking Fund 2007 2006
Public Issues:
15-Jan-87 15-Jan-07 9.875% 20 - - - 16,210
3-Oct-97 #VALUE! 6.000% 10 35,000 8,808 26,192 27,485
22-Jun-88 #VALUE! 11.375% ### 47,980 26,273 21,707 24,143
1-Dec-88 #VALUE! 10.750% ### 44,687 23,066 21,621 23,774
16-Aug-90 #VALUE! 11.500% ### 60,000 25,542 34,458 36,982
14-Mar-91  #VALUE! 11.000% ### 50,000 19,469 30,531 32,482
19-Sep-91  #VALUE! 11.000% ### 50,000 18,637 31,363 33,276
17-Dec-92 #VALUE! 9.750% 20 50,000 15,860 34,140 35,848
18-Mar-93 #VALUE! 9.250% 20 60,000 21,867 38,133 40,508
27-Oct-95 #VALUE! 8.500% 20 75,000 19,633 55,367 57,826
15-Dec-93 #VALUE! 8.500% 30 60,000 20,129 39,871 42,140
3-Sep-02 29-Jul-27 6.100% 25 100,000 5,862 94,138 95,771
21-Feb-00 21-Feb-30 6.800% 30 80,000 10,551 69,449 71,315
29-Jan-02 29-Jan-32 6.250% 30 100,000 8,790 91,210 93,240
12-Jun-03 21-Feb-34 5.600% 30 100,000 5,634 94,366 95,934
30-Sep-04 15-Jun-35 5.700% 30 100,000 2,748 97,252 98,676
10-Feb-05 19-May-36 5.300% 31 100,000 1,332 98,668 100,000
12-Sep-05 19-Nov-37 4.650% 32 100,000 1,284 98,716 100,000
1,212,667 235,485 977,182 1,025,610
Canada Pension Plan Issues
1986-87 2006-2007 9.613% 20 - - - 13,526
1987-88 2007-2008 9.766% 20 10,010 - 10,010 10,010
1988-89 2008-2009 10.079% 20 9,703 - 9,703 9,703
1989-90 2009-2010 9.902% 20 10,544 - 10,544 10,544
1990-91 2010-2011 10.846% 20 9,603 - 9,603 9,603
1991-92 2011-2012 9.919% 20 9,794 - 9,794 9,794
1992-93 2012-2013 9.368% 20 6,971 - 6,971 6,971
1998-99 2018-2019 5.930% 20 376 - 376 376
1999-00 2019-2020 6.347% 20 7,332 - 7,332 7,332
2000-01 2020-2021 6.681% 20 9,136 - 9,136 9,136
2001-02 2021-2022 6.593% 20 11,374 - 11,374 11,374
2002-03 2022-2023 6.285% 20 11,360 - 11,360 11,360
2003-04 2023-2024 5.728% 20 11,135 - 11,135 11,135
2004-05 2024-2025 5.659% 20 10,500 - 10,500 10,500
2005-06 2025-2026 5.212% 20 3,036 - 3,036 3,036
2005-06 2035-2036 4.772% 30 5,939 - 5,939 5,939
2006-07 2036-2037 4.879% 30 13,526 - 13,526 -
140,339 - 140,339 140,339
1,353,006 235,485 1,117,521 1,165,949
Special Contribution - Operating Fund - 33,530 (33,530) (48,683)
Debenture Discount (8,185) - (8,185) (8,808)
Total Debentures and Sinking Fund 1,344,821 269,015 1,075,806 1,108,458

The debentures listed on this schedule have been issued in Canadian dollars.

Canada Pension Plan debentures are callable in whole or in part before maturity at the option of the

Provincial Treasurer of Prince Edward Island.

Interest rates are calculated on a weighted average basis.



16 Tangible Capital Assets

Land and Buildings and Leasehold Roads and Motor Total Total

Improvements Improvements Improvements Bridges Vehicles Equipment Other 2007 2006

($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000)
Balance, beginning of year 30,931 486,880 6,416 519,783 45,663 91,054 54,900 1,235,627 1,207,790
Additions 1,397 8,421 - 25,744 2,835 7,361 2,872 48,630 29,385
Disposals (64) (63) - - (1,067) (568) - (1,762) (1,548)
Balance, end of year 32,264 495,238 6,416 545,527 47,431 97,847 57,772 1,282,495 1,235,627
Accum. Amortization, beginning 727 193,771 2,135 381,844 36,655 62,960 20,046 698,138 662,517
Amortization 149 10,770 306 15,134 2,470 6,111 1,317 36,257 36,779
Disposals (4) (14) - - (1,051) (369) - (1,438) (1,158)
Ac cum. Amortization, end of year 872 204,527 2,441 396,978 38,074 68,702 21,363 732,957 698,138
Net Book Value 31,392 290,711 3,975 148,549 9,357 29,145 36,409 549,538 537,489

This schedule includes the tangible capital assets of the Province's Operating Fund and the tangible capital assets of consolidated agencies.

Amortization is calculated using the straight line and declining balance methods (see Note 2 (d) ).

Historical cost is still being gathered for certain land parcels. Adjustments to costs may be required when more information becomes available.

The Province's policy regarding revenues received for tangible capital assets is to reduce the cost of the asset by the amount of the revenue
received. The following revenue offsets have been applied to assets:

Buildings and Improvements

Roads and Bridges
Equipment
Total

2007 2006

($000) ($000)
2,411 3
2,294 2,605
6,331 9,593
11,036 12,201
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2007 2006

($000) ($000)

17 Inventories
Operating Fund

Department of Education 1,314 1,504
Department of Health 2,610 2,679
Department of Social Services and Seniors 294 284
Department of Transportation and Public Works 3,153 3,364
Consolidated Agencies 207 244

18 Prepaid Expenses
Operating Fund
Consolidated Agencies

19 Trust Fund Reserves
Operating Fund
Cable Replacement Fund
Civil Service Superannuation Fund
Department of Health
Pension Plan for MLAs
Public Trustee
Supreme Court
Teachers' Superannuation Fund
Eastern School Board
Western School Board
P.E.l. Business Development Inc.
P.E.l. Housing Corporation
P.E.l. Museum and Heritage Foundation

7,578

2,820
307
3,127

3,283
863,356
23,810
8,833
737
483,773
5

117

197

687

1,384,798

8,075

1,884
180
2,064

3,171
558,575
327
21,981
8,675
757
476,548
5

116
1,341

1

679

1,072,176





