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Water
Upgrading and expansion of the West End (Airport) Pump
Station and Reservoir was completed late in the year with final
commissioning of the facility expected to occur early in 2008.

Major upgrading of the filtration process in the Water
Treatment Plant was completed, resulting in higher quality and
increased capacity that enables us to meet growing demands
while continuing to meet regulatory water quality require-
ments.

A site was acquired and preliminary engineering commenced
for an additional potable water reservoir in the northern part
of Grande Prairie. Preliminary design work for a water trans-
mission line linking Zones II and III of the Water Distribution
System in Grande Prairie also started. Construction of these
two related projects will proceed in 2008 with completion
scheduled for the first half of 2009.

The next to last segment of the Raw Water Pipeline Upgrade
project was completed.This pipeline delivers water from the
Wapiti River to the Water Treatment Plant and has been a
major capacity constraint.With the completion of each
segment of this project, our pumping capacity has increased
significantly.

Promotion of wise use of water continued in 2007. Reduced
consumption will extend the useful life of the existing facilities,
helping defer major capital expenditures.This year’s focus was
on outside water usage through the promotion of odd/even
watering days and water-efficient household fixtures – a very
successful promotion saw about 4,500 showerheads
distributed to residents in June.

Top: West End Pump Station
Above: Showerhead sale
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Solid Waste
Expansion of the facilities at the Recycling Centre for Building Materials
was undertaken.

Fluorescent bulb recycling, initiation of the paint stewardship program,
as well as expansion of the ‘E-waste’ program were incorporated into
our Waste Reduction Program. In 2007, we shipped over 145,000 kg
of electronic waste and 47,631 feet of fluorescent light tubes to
provincial-certified recyclers.

A regional E-waste and Household Hazardous Waste collection
round-up held in conjunction with the County of Grande Prairie at
the Eco Centre received 5,740 kg of E-waste and 6 drums of paint
and hazardous waste materials in one day.

The landfill started to actively market shredded wood waste as a real
landfill diversion and sold 214,630 kg to off-site users.

About 1,000 tonnes of yard waste and Christmas trees were
collected.Through seasonal curbside collection, we collected about
6,600 kg of yard waste per day. Our new “design” of our old collection
trucks will further enhance the awareness for the program and the
appearance of our equipment.

The total volume of waste accepted at the Sanitary Landfill Site was
over 79,000 tonnes – an increase of 9% over 2006 and almost 14%
over 2005.

Sewer
As the existing plant has just about reached its capacity,
extensive improvements are underway at the Wastewater
Treatment Facility.This large capital project will see improve-
ments to several processes within the facility that will increase
treatment capacity and enable us to meet new regulatory
requirements to be phased in over the next couple of years.

Completion of the 60th Avenue Sewer Trunk adjacent to the
Grande Prairie Golf and Country Club provides capacity to
enable continued growth on the east side of the City.Work on
the two other main sewer trunk systems (88th Street and
116th Street) continues in a staged manner, largely determined
by new development in those areas.

The installation of an aeration system in the Clairmont Lagoon
System has effectively doubled the treatment capacity of the
system. Further work in scheduled to proceed in 2008.

A feasibility study contemplating piping wastewater from the
Clairmont Lagoon System to the Wastewater Treatment Plant
in south Grande Prairie as a long-term solution to meeting the
growth in the area was undertaken in 2007 and should be
finalized soon.

The Clairmont Master Plan (2006) identified the near-term
need for a new regional lift station and force main. Preliminary
study and engineering work commenced with progress to
construction planned once appropriate and sufficient funding
has been secured.

Standards for the Design and Construction of Sewage Lift
Stations were developed and implemented in 2007.



60 Avenue Sewer Trunk construction
Left: 60 Avenue Sewer Trunk completion
Bottom: Yard Waste collection truck
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The South Peace Regional Water Forum’s study currently
underway to determine viable solutions for long-term regional
water and wastewater system issues will be completed in
2008.

The Water Distribution and Wastewater Collection Master
Plans for the Town of Sexsmith considering long-term needs
are underway and scheduled for completion in the fall.

Construction of the Water Transmission Line linking separate
zones of the Water Distribution System in Grande Prairie will
be completed. Expansion of the Zone III potable water
reservoir will begin in 2008.These projects will improve fire
flows and provide capacity to service additional lands in the
northern parts of the City and into the adjacent County lands.

Preliminary engineering work for the expansion of potable
water pumping and storage facilities in Clairmont will proceed
with construction to get underway in the future, dependent
upon actual growth experienced.

Upgrading of existing pumping facilities at the Raw Water
Pump Station will provide additional capacity and increased
operational flexibility both with the withdrawal of water from
the Wapiti River and the transfer of raw water to the Water
Treatment Plant.

Changes to the course of the Wapiti River and bank erosion
require bank protection and stabilization; the design of which
will commence in 2008 while construction will go forward in
2010 along with a new water intake meeting current
standards.

The project upgrading several processes within the
Wastewater Treatment Plant will be completed in 2008.
Additional treatment capacity and improved effluent quality will
be the result of these upgrades. In addition, the main effluent
pumping systems will be expanded to provide additional
pumping capacity and greater operational flexibility.

Expansion of the Wastewater Collection System in 2008
includes further work on the 116th Street Sewer Trunk Main
and several oversizing projects in conjunction will local devel-
opers.

Stage I design work for a Clairmont Regional Sewage Lift
Station will proceed; construction will follow upon confir-
mation of funding.The upgrading of the Clairmont Sewage
Lagoon System will be completed in 2008.

In 2008, additional landfill gas wells in the old sections of the
Sanitary Landfill Site will be drilled and connected to the
collection system; the temporary flare system will be replaced
with a higher performing combustion device that will ultimately
fuel heat supply/power generation equipment for use on site.

Construction of a dual scale at the Landfill will be complete in
2008.This will provide the ability to have a second scale
operator in peak periods, reducing waiting times and improving
customer service.

Planning and engineering design will commence for the next
landfill cell and the first stage of landfill closure activities with
construction for these projects proceeding in 2009.



Other 2008 initiatives at the
Sanitary Landfill Site include
completion of the bioreactor
in Cell #6, construction of a
composting facility, upgrades to
the on-site transfer station,
remediation work on the site drainage
system, and organics diversion and treatment
options will be further developed.

Aquatera will host
another
Water/Wastewater
Operator’s Seminar in
Grande Prairie in 2008 to
provide high quality local training
and networking event and as a means of
increasing awareness of Aquatera as a
potential employer and service provider.

Aquatera continues to be an active partner
in the Aboriginal Workplace Participation
Initiative that will bring Aboriginal secondary
school students into various workgroups for the
summer.This project will commence in 2009.
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AQUATERA UTILITIES INC.

Balance Sheet

December 31, 2007

2007 2006

ASSETS
CURRENT     

Cash $ 2,790,091 $ 3,704,228
Accounts receivable (Note 3) 5,669,861 4,374,476
Inventory 376,664 321,902
Due from City of Grande Prairie (Note 4) 165,544 315,285
Due from County of Grande Prairie No. 1 (Note 5) 118,903 592,606
Investments maturing in one year (Note 6) 1,669,716 3,742,173

10,790,779 13,050,670

LONG-TERM INVESTMENTS (Note 6) 5,919,784 5,494,535

PROPERTY, PLANT AND EQUIPMENT (Note 7) 60,179,577 46,870,846

$ 76,890,140 $ 65,416,051

LIABILITIES
CURRENT     

Bank demand loan (Note 8) $ 3,000,000 $ 2,900,000
Accounts payable and accrued liabilities (Note 9) 5,959,999 4,905,136
Deferred revenue (Note 10) 5,843,312 7,457,151
Customer deposits 461,682 400,940
Preferred share stock dividend payable (Note 11) - 1,857,254
Callable debt due in one year (Note 12) 357,715 46,490
Obligations under capital lease due in one year (Note 13) 120,848 114,420

15,743,556 17,681,391
Callable debt due thereafter (Note 12) 9,390,445 441,953
Obligations under capital lease due thereafter (Note 13) 368,915 489,797

25,502,916 18,613,141

ASSET RETIREMENT OBLIGATIONS (Note 14) 1,980,170 1,691,885

27,483,086 20,305,026

PREFERRED SHARES (Note 15 and 16) 49,627,484 45,110,650

SHAREHOLDERS' EQUITY

SHARE CAPITAL (Note 16) 401 375

RETAINED EARNINGS (DEFICIT) (220,831) -

$ 76,890,140 $ 65,416,051

ON BEHALF OF THE BOARD

_____________________________ Director

_____________________________ Director

_____________________________ Director
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AQUATERA UTILITIES INC.

Statement of Earnings and Retained Earnings

Year Ended December 31, 2007

2007 2006

REVENUE (Note 20)      
Sale of services $ 27,792,612 $ 24,780,020
Penalties 91,089 73,471
Interest and investment income 521,712 659,972
Rental 459,654 355,965
Other 389,740 286,869

29,254,807 26,156,297

EXPENSES (Note 20)      
Salaries, wages and benefits 7,138,940 5,637,511
General, administrative and contracted services 8,227,918 7,488,142
Materials, goods and supplies 7,043,565 4,840,503
Franchise fees 1,970,329 1,771,232

Bad debts 52,456 29,936
Amortization of property, plant and equipment 3,056,655 2,550,173
Interest 436,971 274,194
Water meters 1,340,182 1,664,077

29,267,016 24,255,768

EARNINGS (LOSS) BEFORE THE FOLLOWING (12,209) 1,900,529

OTHER ITEMS       
Amortization of contributed capital 1,411,575 1,222,025
Infrastructure charge revenue allocated to expenses 597,977 725,549
Gain (loss) on disposal of property, plant and equipment (1,674) -

2,007,878 1,947,574

NET EARNINGS 1,995,669 3,848,103

RETAINED EARNINGS - beginning - -

Stock dividends declared (Note 11) - (1,857,254)
Regular dividends (2,216,500) (1,990,849)

RETAINED EARNINGS (DEFICIT) - ending $ (220,831) $ -
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AQUATERA UTILITIES INC.

Statement of Cash Flows

Year Ended December 31, 2007

2007 2006

OPERATING ACTIVITIES
Net earnings $ 1,995,669 $ 3,848,103
Items not affecting cash:     

Amortization of property, plant and equipment 3,056,655 2,550,173
Amortization of contributed capital (1,411,575) (1,222,025)
Loss on disposal of property, plant and equipment 1,674 -
Asset retirement obligations 288,285 403,915

3,930,708 5,580,166

Changes in non-cash working capital:     
Accounts receivable (1,295,385) (1,282,100)
Inventory (54,762) (111,932)
Accounts payable and accrued liabilities 1,054,863 2,904,969
Deferred revenue (1,613,839) 2,327,104
Customer deposits 60,742 69,557

(1,848,381) 3,907,598

Cash flow from operating activities 2,082,327 9,487,764

INVESTING ACTIVITIES     
Property, plant and equipment purchases (28,529,469) (16,412,347)
Property, plant and equipment sales 38,709 -
Long-term investments 1,647,208 (168,755)
Capital contributions 13,535,274 3,931,206

Cash flow used by investing activities (13,308,278) (12,649,896)

FINANCING ACTIVITIES     
Due from City of Grande Prairie 149,741 432,697
Due from County of Grande Prairie No. 1 473,703 (592,606)
Proceeds from callable debt 9,500,000 1,400,000
Proceeds from obligations under capital lease - 634,700
Callable debt repayments (140,283) (176,836)
Obligations under capital lease repayments (114,454) (30,484)
Preferred share stock dividend payable (1,857,254) (1,173,478)
Stock dividends declared - (1,857,254)
Regular dividends (2,216,500) (1,990,849)
Shares issued 4,516,861 5,668,603

Cash flow from financing activities 10,311,814 2,314,493

INCREASE (DECREASE) IN CASH (914,137) (847,639)

CASH - beginning 3,704,228 4,551,867

CASH - ending $ 2,790,091 $ 3,704,228

SUPPLEMENTARY INFORMATION
Interest paid $ 442,709 $ 268,456
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

1. NATURE OF OPERATIONS  

Aquatera Utilities Inc. provides water, sewer and solid waste services to residents of the City of Grande Prairie,
the Town of Sexsmith and to residents of the County of Grande Prairie No. 1 residing in the Hamlet of
Clairmont and the Wedgewood subdivision. 

2. SIGNIFICANT ACCOUNTING POLICIES     

The financial statements of Aquatera Utilities Inc. are the representations of management prepared in
accordance with Canadian generally accepted accounting principles.

Significant aspects of the accounting policies adopted by Aquatera Utilities Inc. are as follows:

Basis of accounting

The basis of accounting followed in these financial statements includes recognizing revenue in the period in
which the transactions or events occurred that gave rise to the revenue and expenses in the period the goods and
services are provided and a liability is incurred.

Inventory  

Inventory consists of goods held for consumption and is valued at the lower of cost and net realizable value
with cost being determined on an average cost basis.

Property, plant and equipment   

Property, plant and equipment are recorded at cost, net of capital contributions such as contributions from
developers and government grants.  When a developer or other outside organization constructs assets to be
transferred to the company upon completion, the cost and corresponding capital contribution is not recorded in
the financial statements unless the amount or fair market value is readily determinable and verifiable.  Rates of
amortization applied on a straight-line basis to the cost of the property, plant and equipment and rates of
amortization applied on a straight-line basis to the no-cost capital to write off the cost of the property, plant and
equipment and no-cost capital over their estimated useful lives are as follows:

Engineering structures 60 - 75 years
Buildings 50 years
Equipment 15 - 40 years
Equipment under capital lease 15 years
Vehicles 5 years

In the year of acquisition, amortization is applied at half of normal rates.

When property, plant and equipment are sold or scrapped, the cost of the property, plant and equipment,
accumulated amortization of the property, plant and equipment, capital and accumulated amortization of the
capital are removed from the accounts and any resulting gain or loss on disposal is reflected in income.  No
amortization is recorded in the year of disposition.

(continues)
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of long-lived assets

The company reviews its long-lived assets for impairment on a regular basis or whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.  Recoverability is assessed by
comparing the carrying amount to the projected future net cash flows the long-lived assets are expected to
generate.  No impairment has been identified and, thus, no impairment loss has been recognized in these
financial statements.

Deferred revenue

Deferred revenue consists of offsite and sewer trunk levies collected from developers and infrastructure charges
levied on new customers to be utilized for future capital or other projects.

Callable debt

In accordance with the accounting pronouncement issued by the Canadian Institute of Chartered Accountants
concerning the classification of debt, the company's demand loans are classified as current liabilities because
the lender has the right to demand repayment.

Obligations under capital lease

In accordance with the accounting pronouncement issued by the Canadian Institute of Chartered Accountants
concerning the classification of debt, obligations under capital lease are recorded as long-term liabilities unless
the lessor has an option to demand payment in full, in which case the obligation would meet the criteria of
callable debt and would be disclosed as a current liability.  The portion of any long-term obligations payable
under capital lease within the next fiscal year are included in current liabilities.

Asset retirement obligations

The company recognizes a liability for the future environmental remediation of certain properties and for future
removal and handling costs for contamination of storage and distribution equipment.  

Pursuant to the Alberta Environmental Protection and Enhancement Act, Aquatera Utilities Inc. is required to
fund the closure of its landfill site and provide for post-closure care of the facility.  Closure and post-closure
activities include the final clay cover and landscaping, as well as surface and ground water monitoring, leachate
control and visual inspection.  This requirement is being provided for over the estimated remaining useful life
of the landfill site based on usage.

Income taxes

The company is exempt from income taxes as it is municipally owned and the revenue earned outside its
geographical boundaries does not exceed 10% of total revenue. 

(continues)
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Employee future benefits

Selected employees of the company are members of the Local Authorities Pension Plan (LAPP), a multi-
employer defined benefit pension plan.  The trustee of the plan is the Alberta Treasurer and the plan is
administered by a Board of Trustees.  Since the plan is a multi-employer plan, it is accounted for as a defined
contribution plan and, accordingly, the company does not recognize its share of any plan surplus or deficit.

A supplementary plan (APEX) is available through the Alberta Urban Municipalities Association for selected
employees conditional upon the company being a member of the LAPP.  The plan is a top-up of the LAPP.

Revenue recognition

Revenue from the sale of water and other services are recognized upon delivery or provision of the services to
the customer.  These revenues include an estimate of the value of services consumed by customers in the year
but billed subsequent to year-end.

Revenue from penalties is earned at a rate of 3% per month on accounts receivable balances outstanding for
more than thirty days. 

Interest and investment income is accrued into income based on the interest rate and principal balance for each
investment held.

Other income is recognized at such time as the product or service has been delivered to the customer and
collectibility is reasonably assured.

Infrastructure charge revenue allocated to expenses

Infrastructure charges levied on customers are available to be used for future capital or other projects, as
determined by management.  Amounts applied against expenses are recorded in income in the period in which
the expense is incurred.

3. ACCOUNTS RECEIVABLE     
2007 2006

Trade accounts receivable $ 3,236,548 $ 2,346,979
Estimated unbilled consumption 995,813 1,000,899
Accrued investment earnings receivable 799,035 593,359
Other 638,465 433,239

$ 5,669,861 $ 4,374,476

4. DUE FROM CITY OF GRANDE PRAIRIE  

Amounts due from the City of Grande Prairie are unsecured, non-interest bearing and are repayable on demand.

5. DUE FROM COUNTY OF GRANDE PRAIRIE NO. 1   

Amounts due from the County of Grande Prairie No. 1 related to the transfer of offsite levies collected by the
County are unsecured, bear interest at rates agreed to by the parties and are repayable on demand.  
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

6. LONG-TERM INVESTMENTS   
2007 2006

Long-term investments $ 7,589,500 $ 9,236,708
Less current portion (1,669,716) (3,742,173)

$ 5,919,784 $ 5,494,535

Long-term investments consist of fixed income investments and Canadian treasury bills, bear interest at rates
between 4.13% and 5.10% and mature between January, 2008 and November, 2017.

Long-term investments expected to mature as follows:

2008 $ 1,669,716
2009 1,713,615
2010 425,089
2011 426,184
2012 416,438
Thereafter 2,938,458

7. PROPERTY, PLANT AND EQUIPMENT    

2007 2006
Cost Accumulated Net Book Net Book

Amortization Value Value

Original cost
Land $ 1,591,960 $ - $ 1,591,960 $ 930,981
Buildings 51,500,463 18,217,834 33,282,629 28,345,353
Engineering structures 72,952,474 11,552,907 61,399,567 47,307,905
Equipment 28,034,425 9,378,393 18,656,032 13,251,510
Equipment under capital

lease 634,700 72,818 561,882 604,217
Vehicles 2,634,973 1,186,446 1,448,527 1,068,201

157,348,995 40,408,398 116,940,597 91,508,167

Contributed capital
Buildings 30,037,831 11,942,938 18,094,893 18,499,324
Engineering structures 30,353,289 2,663,077 27,690,212 18,180,575
Equipment 18,277,626 7,301,711 10,975,915 7,957,422

78,668,746 21,907,726 56,761,020 44,637,321

$ 78,680,249 $ 18,500,672 $ 60,179,577 $ 46,870,846
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

8. BANK DEMAND LOAN   

Bank demand loan, to a maximum of $17,000,000, is secured by a general security agreement and bears interest
at the RBC prime rate.  

During the year, portions of the outstanding balance of the bank demand loan converted to a series of term
loans to be repaid in equal instalments based on a maximum amortization of twenty years, with the remaining
principal outstanding to be repaid in full at dates ranging from April, 2010 to November, 2012.  These term
loans have been classified as callable debt, as detailed in Note 12. 

As a condition of bank financing, the company is subject to restrictive bank covenants.  At December 31, 2007,
one of these covenants was in violation whereby the fixed charge coverage ratio, which measures cash flow
available after capital requirements to service debt and other commitments, was 0.5 to 1 (2006 - (0.7) to 1),
which did not meet the bank minimum requirement of 1.0 to 1.  Management has indicated that the bank is
aware of the situation and that no negative consequences have arisen from the violation.  

The company is also required to maintain a funded debt to total capital ratio not exceeding 0.5 to 1.  The
company is in compliance with this ratio as understood by management.

9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES      
2007 2006

Trade accounts payable $ 2,002,987 $ 2,489,544
Capital accounts payable 2,484,386 2,133,690
Accrued vacation payable 364,376 281,902
Regular dividends payable 1,108,250 -

$ 5,959,999 $ 4,905,136

10. DEFERRED REVENUE     

Deferred revenue consists of offsite levies received from developers, infrastructure charges levied on customers
and other amounts for which payment has been received but the related project or service has not been
completed, as follows:

Balance,
beginning

Amounts
collected

Amounts
expended

Balance,
ending

Offsite levies $ 3,277,705 $ 715,198 $ (2,749,305) $ 1,243,598
Infrastructure charges 4,091,037 4,847,673 (4,414,274) 4,524,436
Other deferrals 88,409 36,831 (49,962) 75,278

$ 7,457,151 $ 5,599,702 $ (7,213,541) $ 5,843,312
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

11. PREFERRED SHARE STOCK DIVIDEND PAYABLE      

In accordance with the Unanimous Shareholders Agreement, a preferred share stock dividend is declared prior
to any asset transfer to the company, effectively distributing preferred shares and not cash, equal to the retained
earnings of the company to the existing shareholders based on their issued common shares.  An asset transfer is
scheduled for January 1, 2008, as disclosed in Note 24.  As the retained earnings of the company are in a deficit
position at year-end, no stock dividend has been declared.

The amounts payable as at December 31, 2006 were paid in the year by way of the issuance of 1,857 Class D
preferred shares.

12. CALLABLE DEBT    
2007 2006

Due to the County of Grande Prairie No. 1:
Alberta Capital Finance Authority debenture, secured by the
County of Grande Prairie No. 1, is repayable in annual
instalments of $28,608 including interest at a rate of 12.000%
(before interest subsidy) per annum and matures in 2008.  The
company's obligation to the County of Grande Prairie No. 1
equals the County's obligation pursuant to the debenture. $ 25,544 $ 48,350

Due to the Town of Sexsmith:
Alberta Capital Finance Authority debenture, secured by the
Town of Sexsmith, is repayable in annual instalments of $48,990
including interest at a rate of 5.750% per annum and matures in
2019.  The company's obligation to the Town of Sexsmith equals
the Town's obligation pursuant to the debenture. 416,409 440,093

Due to RBC Royal Bank:
Bank loans are secured by a general security agreement, are
repayable in monthly payments aggregating $61,249 including
interest at the bank prime rate or at fixed rates ranging from
5.47% to 6.43% per annum and mature between 2010 and 2012,
at which time the loan becomes payable in full (see Note 8).       9,306,207 -

9,748,160 488,443

Less callable debt due in one year (357,715) (46,490)

$ 9,390,445 $ 441,953

Estimated principal repayments are as follows: 

2008 $ 357,715
2009 346,020
2010 2,936,605
2011 276,232
2012 5,555,663
Thereafter 275,925
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

13. OBLIGATIONS UNDER CAPITAL LEASE    
2007 2006

Due to HSBC:
Obligation under capital lease, secured by equipment with a
carrying value of $315,674, is repayable in monthly instalments
of $6,308 including interest at a rate of 4.95% per annum and
matures in September , 2011. $ 255,877 $ 315,674

Due to HSBC:
Obligation under capital lease, secured by equipment with a
carrying value of $288,543, is repayable in monthly instalments
of $5,766 including interest at a rate of 4.95% per annum and
matures in September, 2011.  233,886 288,543

489,763 604,217
Less obligations under capital lease due in one year (120,848) (114,420)

$ 368,915 $ 489,797

Estimated principal repayments in the next four fiscal years are as follows:

2008 $ 120,848
2009 127,752
2010 134,954
2011 106,210
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

14. ASSET RETIREMENT OBLIGATIONS  

The company recognizes the anticipated costs for the landfill closure and post-closure liability on an annual
basis.  The estimated liability for these costs is based on estimates and assumptions related to future events and
costs using information currently available to management and is recognized on a cumulative basis as the
landfill capacity is utilized.  Future events may result in significant changes to the estimated total costs, capacity
used or total capacity and the estimated liability.

The accrued liability for closure and post-closure of the landfill is recognized over the life of the cells, using the
net present value of the total estimated costs of closure and post-closure care, prorated on the basis of the
current capacity in metric tonnes utilized over the total estimated capacity of the site.  Estimated total costs
equal the sum of the discounted future cash flows for closure and post-closure care activities discounted at the
historical average long-term borrowing rate of 6%.

The following summarizes the total net present value of the estimated total expenditures for closure and post-
closure care:

Estimated closure costs $ 5,274,333
Estimated post-closure costs 1,045,473

Estimated total costs 6,319,806

Amount accrued to December 31, 2007 1,980,170

Balance of estimated total costs to accrue $ 4,339,636

Management estimates the site has approximately 1,688,500 (2006 - 1,769,000) metric tonnes of landfill
capacity remaining.  With an estimated annual utilization of 110,500 metric tonnes, the landfill has
approximately fifteen years of life remaining.  It is anticipated that post-closure care will be required for a
period of twenty-five years once the landfill has been closed.

The company has developed a master plan that will increase the capacity of the existing landfill site by
approximately 1,100,000 tonnes. Though formal approval has not been obtained from regulatory bodies,
management indicates that this approval is virtually certain based on information available at
December 31, 2007. 

15. PREFERRED SHARES   

There is a dividend restriction on preferred shares issued in consideration for an asset transfer into the company
such that dividends cannot be declared on these shares for two years from the date of any such asset transfer. 
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

16. SHARE CAPITAL     
2007 2006

Authorized:  

Unlimited Class A voting common shares
Unlimited Class B voting common shares
Unlimited Class C voting common shares
Unlimited Class D non-cumulative, redeemable, retractable, non-

voting preferred shares
Unlimited Class E non-cumulative, redeemable, retractable, non-

voting preferred shares
Unlimited Class F non-cumulative, redeemable, retractable, non-

voting preferred shares

Issued: 

 40,124 Class A shares $ 401 $ 375
 49,630 Class D shares 49,627,484 45,110,650

$ 49,627,885 $ 45,111,025

During the year, 2,660 Class A common shares were issued for $26 and 4,517 Class D preferred shares were
issued for $4,516,834 pursuant to asset transfers as disclosed in Note 17 and a stock dividend paid in the year
as disclosed in Note 11.

17. ASSET TRANSFER   

On January 1, 2007, the County of Grande Prairie No. 1 and the Town of Sexsmith transferred a joint regional
water line project valued at $2,659,580 to Aquatera Utilities Inc.  In exchange, the County of Grande Prairie
No. 1 received 1,151 Class A common shares and 1,151 Class D preferred shares and the Town of Sexsmith
received 1,509 Class A common shares and 1,509 Class D preferred shares.
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

18. RELATED PARTIES AND TRANSACTIONS     

The corporation is related to the following entities:

City of Grande Prairie, the controlling shareholder

County of Grande Prairie No. 1, a minority shareholder

Town of Sexsmith, a minority shareholder

During the year, the company had the following transactions with related parties:

2007 2006

City of Grande Prairie   
Sale of services $ 292,193 $ 287,405
General, administrative and contracted services (2,444,621) (1,964,611)
Franchise fees paid (1,846,950) (1,668,387)
Interest expense - (7,877)
Stock dividend declared - (1,630,455)
Regular dividends (2,061,679) (1,980,155)

County of Grande Prairie No. 1   
Sale of services 81,194 77,689
General, administrative and contracted services (2,213) (891)
Franchise fees paid (86,902) (74,307)
Interest expense (5,802) (8,245)
Stock dividend declared - (130,917)
Regular dividends (65,576) (4,666)

Town of Sexsmith   
Sale of services 10,337 10,202
General, administrative and contracted services (6,854) (14,932)
Franchise fees paid (36,477) (28,538)
Interest expense (25,305) (26,593)
Stock dividend declared - (95,882)
Regular dividends (89,245) (6,028)

The balance sheet includes the following related party balances:

City of Grande Prairie   
Trade accounts receivable $ 252,472 $ 93,764
Trade accounts payable (827,860) (248,043)
Regular dividends payable (1,030,839) -

County of Grande Prairie No. 1   
Trade accounts receivable 9,366 20,205
Trade accounts payable (1,281) (12,627)
Regular dividends payable (32,788) -

Town of Sexsmith   
Trade accounts receivable 1,410 1,449
Trade accounts payable (12,094) (7,807)
Regular dividends payable (44,623) -

These transactions and balances are in the normal course of business and are measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

19. EMPLOYEE FUTURE BENEFITS   

(a) Local Authorities Pension Plan

Employees of the company participate in the LAPP, which is covered by the Public Sector Pension Plans
Act.  The Plan serves about 160,000 people and about 407 employers.  It is financed by employer,
employee and Government of Alberta contributions and investment earnings of the LAPP fund.

The company is required to make current service contributions to the Plan of 7.75% of pensionable payroll
up to the year's maximum pensionable earnings under the Canada Pension Plan and 10.64% on the excess.

Employees of the company are required to make current service contributions to the Plan of 6.75% of
pensionable payroll up to the year's maximum pensionable earnings under the Canada Pension Plan and
9.64% on the excess.

Total current and past service contributions by the company to the LAPP in 2007 were $375,388 (2006 -
$268,335).  Total current and past service contributions by the employees of the company to the LAPP in
2007 were $336,306 (2006 - $235,849).

At December 31, 2006, the Plan disclosed an actuarial deficiency of $747 million (2005 - $864 million).

(b) APEX Supplementary Pension Plan

Eligible employees may also elect to participate in the voluntary APEX Supplementary Pension Plan
offered through the Alberta Urban Municipalities Association, which is covered by the Public Sector
Pension Plans Act.  The plan serves about 415 people and 30 employers.  It is funded by employer and
employee contributions and investment earnings of the APEX fund.

The company is required to make current service contributions to the Plan of 3.0% of pensionable payroll
above the LAPP maximum pensionable earnings up to the year's maximum pensionable earnings of
$111,111 for employees who have elected to participate in the Plan.  No contributions are required on
earnings above the maximum threshold.

Employees electing to participate in the Plan are required to make current service contributions of 2.5% of
pensionable payroll above the LAPP maximum pensionable earnings up to the year's maximum pensionable
earnings of $111,111, with no contributions on earnings above the maximum threshold.

Total current and past service contributions made by the company to APEX in 2007 were $46,575 (2006 -
$31,229).  Total current and past service contributions by the employees of the company to APEX in 2007
were $38,812 (2006 - $26,015).

At December 31, 2006, the Plan disclosed an actuarial surplus of $1,129,485 (2005 - $768,803).
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

20. SEGMENT DISCLOSURES     

The company operates in three different business segments which follow the organization, management and
reporting structure of the company.  The following information summarizes the results from each business
segment for the years ended December 31, 2007 and 2006:

2007 Water Sewer Solid Waste Total

Revenue

Sale of services $ 10,664,731 $ 9,188,105 $ 7,939,776 $ 27,792,612
Penalties 44,474 32,927 13,688 91,089
Interest and investment income 166,512 184,348 170,852 521,712
Rental 205,406 - 254,248 459,654
Other 164,003 95,549 130,188 389,740

11,245,126 9,500,929 8,508,752 29,254,807

Expenses

Salaries, wages and benefits 2,628,275 2,456,867 2,053,798 7,138,940
General, administrative and

contracted services 2,157,792 1,821,747 4,248,379 8,227,918
Materials, goods and supplies 3,208,391 2,484,517 1,350,657 7,043,565
Franchise fees 826,128 714,724 429,477 1,970,329
Bad debts (recovery) 26,361 26,127 (32) 52,456
Amortization of property, plant

and equipment
1,609,690 1,302,538 144,427 3,056,655

Interest 173,881 105,290 157,800 436,971
Water meters 1,340,182 - - 1,340,182

11,970,700 8,911,810 8,384,506 29,267,016

$ (725,574) $ 589,119 $ 124,246 $ (12,209)

(continues)
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

20. SEGMENT DISCLOSURES (continued)

2006 Water Sewer Solid Waste Total

Revenue

Sale of services $ 10,540,866 $ 7,999,739 $ 6,239,415 $ 24,780,020
Penalties 37,541 27,073 8,857 73,471
Interest and investment income 235,692 213,976 210,304 659,972
Rental 163,914 - 192,051 355,965
Other 71,679 44,336 170,854 286,869

11,049,692 8,285,124 6,821,481 26,156,297

Expenses

Salaries, wages and benefits 2,293,492 2,099,560 1,244,459 5,637,511
General, administrative and

contracted services 2,045,861 2,095,277 3,347,004 7,488,142
Materials, goods and supplies 2,330,772 1,489,878 1,019,853 4,840,503
Franchise fees 784,701 653,384 333,147 1,771,232
Bad debts 14,968 14,968 - 29,936
Amortization of property, plant

and equipment
1,263,307 1,189,513 97,353 2,550,173

Interest 111,329 28,297 134,568 274,194
Water meters 1,664,077 - - 1,664,077

10,508,507 7,570,877 6,176,384 24,255,768

$ 541,185 $ 714,247 $ 645,097 $ 1,900,529

21. FINANCIAL INSTRUMENTS   

(a) Credit risk

The company is exposed to normal credit risk from its customers.  No one customer makes up a significant
portion of either revenue or the accounts receivable balance at year-end.

(b) Interest rate risk

The company is exposed to interest rate risk as a result of the issuance of variable debt, as outlined in Notes
8 and 12.

(c) Unused credit facilities

The company has available bank credit facilities in the amount of $19,000,000, of which $11,812,734 is
unused at December 31, 2007.  These facilities consist of revolving demand facilities limited to $1,000,000,
revolving lease line of credit limited to $1,000,000 and revolving bank demand loan limited to
$17,000,000.

(d) Fair values of financial instruments

The company's financial instruments consist of cash, accounts receivable, due from City of Grande Prairie,
due from County of Grande Prairie No. 1, long-term investments, bank demand loan, accounts payable and
accrued liabilities, dividends payable, callable debt, asset retirement obligations and preferred shares.  It is
management's opinion that the company is not exposed to significant interest, currency or credit risks
arising from these financial instruments.  Unless otherwise noted, the fair value of these financial
instruments approximate their carrying values.
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

22. MEASUREMENT UNCERTAINTY   

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period.  Significant estimates made by
management in these financial statements include accruals for unbilled utility revenues, provision for
uncollectible accounts receivable, provision for asset retirement obligations, amortization of property, plant and
equipment, amortization of contributed capital and allocation of shared costs between segments.  By their
nature, these estimates are subject to measurement uncertainty and the effect on the financial statements of
changes in such estimates in future periods could be significant. 

23. COMMITMENTS     

The company has committed to pay annual dividends on the outstanding Class D preferred shares, subject to
the restrictions discussed in Note 15.  A dividend will become payable in 2008 to the City of Grande Prairie in
the amount of $2,061,678, to the County of Grande Prairie No. 1 in the amount of $165,531 and to the Town of
Sexsmith in the amount of $121,186.

The company has long-term operating leases with respect to buildings and equipment expiring between
October, 2008 and August, 2011.  Future minimum lease payments as at December 31, 2007 are as follows:

2008 $ 188,071
2009 187,092
2010 182,194
2011 149,020
2012 83,549

$ 789,926

24. SUBSEQUENT EVENTS   

(a) Asset transfer

On January 1, 2008, the County of Grande Prairie No. 1 and the Town of Sexsmith transferred a joint water
line project to Aquatera Utilities Inc. in exchange for share capital. 

(b) Unanimous Shareholders Agreement

Subsequent to the year-end, the Board of Directors of the company approved a motion to amend the
Unanimous Shareholders Agreement with respect to the following items:

- elimination of the requirement of annual 5% dividends on all eligible preferred shares issued subsequent
to the 2007 fiscal year,

- elimination of the requirement to treat all classes of common and preferred shares the same for purposes
of dividend declarations,

- changing the requirements related to declaring a stock dividend to clear the retained earnings of the
company to $NIL prior to an asset transfer, and

- creating a new class of shares to be issued at the discretion of the Board for asset transfers made by
shareholders to the company dependent upon the current and future benefits to be obtained by the
company.

These changes to the Unanimous Shareholders Agreement are pending the approval of each shareholder.
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AQUATERA UTILITIES INC.

Notes to the Financial Statements

Year Ended December 31, 2007

25. PRIOR YEAR COMPARATIVE FIGURES   

Certain amounts have been regrouped to conform with the presentation adopted for the current year.
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