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C/0 Department of Finance
25 February 2008

The Honourable Tom Marshall, M.H.A
Minister of Finance and President of Treasury Board

The Labrador Transportation Initiative Fund is accountable for the actual results reported in this annual report.

I'am honoured to serve as Chair of the Board of The Labrador Transportation Initiative Fund and to present the 2006-
07 Annual Report to the Government of Newfoundland and Labrador. Our mandate is to provide funding for the
purposes of:

(a) operations of the marine freight and passenger services and the maintenance of lands, wharves and related
facilities servicing Labrador;

(b) the construction of the Trans Labrador Highway; and
(c) other Labrador initiatives related to transportation as approved by the Lieutenant- Governor in Council.

The Fund’s Board does not directly prioritize the extent of services provided or construction undertaken in a given
year. Those decisions are made by Government through the usual budgetary process and as a result of interaction
with the respective stakeholders.

The Board ensures that the funding provided is in accordance with the Act, provides its advice and also monitors
through projected cash flow calculations the expected life of the Fund. This is carried out in consultation with the

Department of Transportation and Works.

On behalf of the Board of Directors, I am pleased to present the 2006-07 annual report of The Labrador Transportation
Initiative Fund to the Minister of Finance. In accordance with the T ransparency and Accountability Act, this report
was prepared under the direction of the Board, which is accountable for the results reported herein.

Yours sincerely,

TERRY PADDON, CA
Chair to the Board of Management

P.O. Box 8700, 51. John's, NL, Canada A1B 4J8, Fax (709)729-7627
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INTRODUCTION
Background

The Labrador Transportation Initiative Fund (the Fund) was established on 19 December 1997 under
the authority of the Labrador Transportation Initiative Fund Act (the Act). The Fund is managed
by a Board of Management (Board) composed of the Secretary of the Treasury Board (per Subsection
4 (2) (a) of the Act); the Deputy Minister of Finance (per Subsection 4 (2) (b) of the Act); and not
more than three additional persons appointed by the Lieutenant-Governor in Council (per Subsection
4 (2) (c) of the Act). The Board members at 31 March 2007 were:

Terry Paddon Deputy Minister of Finance
Secretary of the Treasury Board (Chair)

Robert Coombs Deputy Minister of Labrador and Aboriginal Affairs

Hon. John Hickey | Minister of Transportation and Works
Minister Responsible for Labrador Affairs

The work of former Board members the Hon. Paul Shelley, Hon. Trevor Taylor and Sean Dutton
is also acknowledged.

A copy of the Act is included in this report as Appendix 1.

The day to day administration of the Fund is carried out by officials in the Office of the Comptroller
General (per Subsections 7 (1), (2) and (3) of the Act). Ronald Williams, Comptroller General of
Finance, acts as Secretary to the Board of Management and Robert Smart, Deputy Minister of
Transportation and Works, also acts as advisor to the Board.

The Department of Finance invests the cash on hand of the Fund in accordance with the Act, earning
investment income for the Fund.

The Government of Newfoundland and Labrador initially contributed $349,172,013 to the Fund at
its inception (fiscal year ended 31 March 1998).

Process
Funding is provided to the Consolidated Revenue Fund to offset costs incurred by the Department

of Transportation and Works (TW) that meet the requirements of the Act and that are approved by
the Board.
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In accordance with the Financial Administration Act, the Department of Transportation and Works
(TW) is provided with funding from the Consolidated Revenue Fund for its program expenditures
through the provision of appropriations as approved by the House of Assembly. TW would also
estimate the amount of funding it would receive from the Fund which would appear as a revenue
offset against its expenditures in the Consolidated Revenue Fund.

Once TW appropriations are approved in the House of Assembly through the usual budget process
followed by all Government departments, TW would present its funding requests estimates to the
Board of Management of the Fund for approval consideration. All requests must be approved by the
Board before payments are made from the Fund. Payments are made based on eligible expenditures
incurred.

THE PLAN

Strategy

The Fund was established to provide funding for the purposes as outlined under the “Legislated
Mandate™ section of this report, and the Fund’s Board does not directly prioritize the extent of
services provided or construction undertaken in a given year. Those decisions are made by

Government through the usual budgetary process and as a result of interaction with the respective
stakeholders.

The Board ensures that the funding provided is in accordance with the Act, provides its advice and
also monitors through projected cash flow calculations the expected life of the Fund. This is carried
out in consultation with TW.

Legislated Mandate

Payments from the Fund as authorized by the Board of Management are for the purposes of:

(A) operations of the marine freight and passenger services and the maintenance of lands,
wharves and related facilities servicing Labrador;

(B) the construction of the Trans Labrador Highway; and

(C)  other Labrador initiatives related to transportation as approved by the Lieutenant-Governor
in Council.

The Board is required by the Act to provide an annual report and the audited financial statements
signed by the Board in accordance with the Act to the President of Treasury Board within six months
of the end of the fiscal year.
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Lines of Business

A review of the legislated mandate of the Fund supports the allocation of financial support for the
following:

operation of the Labrador marine services including passenger, vehicle, freight, tractor trailer
and equipment traffic via the motor vessels assigned to service coastal Labrador;

maintenance of the wharves, land and facilities necessary to support the ferry operations;

completion of the construction of Phase I of the Trans Labrador Highway, a high standard
gravel road between Happy Valley-Goose Bay and Churchill Falls;

completion of the construction of Phase II of the Trans Labrador Highway between Red Bay
and Cartwright;

Government’s commitment to complete Phase III of the Trans Labrador Highway;

other provincial road construction and related infrastructure projects in Labrador with
approval of the Lieutenant-Governor in Council.

ACCOUNTABILITY

Activity and Financial Performance

The Board held two meetings during the fiscal year ended 31 March 2007.

The Board approved funding for the following initiatives for the year ended 31 March 2007.

Initiative Approved by Board Funding Paid
Trans Labrador Highway (2005/06 Carryover)* - $159,959
Coastal Labrador Ferry Service - Operations ** $11,000,000 10,774,706
Coaster Labrador Ferry Service - Terminals - 22
(2005/06 Carryover) $ 11,000,000 $ 10,934,687

* Funding totaling $159,959 was approved by the Board in 2005/06. This carryover
represents actual costs incurred to the end of the 2005/06 fiscal year subsequently paid
by the Fund.
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** Funding Paid for Coastal Labrador Ferry Service - Operations included $48,903 for
2005/06 Carryover.

The funding paid varied from the original funding request from Department of Transportation and
Works as a result of actual work circumstances encountered.

A detailed summary of the projects financially supported by the Fund from inception to 31
March 2007 is included in this report as Appendix 2. Up to 31 March 2007, the Fund has
paid out (approx) $416.7 million which was $15.6 million less than Board-approved
maximum funding levels due to various factors such as tendered costs less than anticipated,
management of project costs, etc.

The Fund earned investment income of $226,293 for the year ended 31 March 2007 and
incurred bank charges of $613 for the year. The interest rate earned on investments during
the year ranged from 4.04% to 4.42%.

During February 2007, the last reimbursement cheque to Transportation and Works was
issued from the Fund, which fully depleted all remaining funds.

The audited financial statements of the Fund for the fiscal year ended 31 March 2007 are
included in the report as Appendix 3.

Cash Flow Overview

Cash flows for the Fund are based upon actual amounts spent totaling $416,708,956
(Appendix 2) from 1998 to 2007 and are summarized as follows:

Total Projected Inflows (from inception)

Initial Deposit 1997-98 $349,172,013
Accumulated Interest Revenue 67.536.943

$416.708.056

Total Projected Outflows (from inception)

Trans Labrador Highway $239,442,844
Coastal Labrador Ferry 151,164,519
Provincial Roads/Other 19,735,132
Ferry Terminals 6,292,959
Bank / Professional Fee Charges _ 73,502

$416,708,956
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CESSATION OF BUSINESS

On 9 April 2007, the Board noted it’s intention to dissolve the Fund. Further to this the Board will
request to have the Labrador Transportation Initiative Fund Act repealed during 2007-08.

SUMMARY

The annual report including the audited financial statements for the year ended 31 March 2007 is
provided to the Minister of Finance and President of Treasury Board as required by the Act.

Chair

The Labrador Transportation Initiative Fund Page 5 of 5
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APPENDIX 1

SNL1997 CHAPTERL -5 1

LABRADOR TRANSPORTATION INITIATIVE FUND ACT
Amended:

2001 ¢N-3.1 52

CHAPTER L-5.1

AN ACT TO ESTABLISH THE LABRADOR TRANSPORTATION INITIATIVE
FUND

{Assented to December 19, 1997)

Analysis
A Shesfale
T hnLowrsialon
3. Labrasor Tranmertatics: lnniuve Fead
4 Pueand
I Punigintns
A_tmvestimenis
1 Adgnmdratog
v o

G Al
2. At

Be it enacted by the Liewtenant-Governor and House of Assembly in Legislative Session
cormvened, as follows:

Short title

1. This Act may be cited as the Labrador Transporietion Initiative Fund Act.

~

ST R

Yaterpretation
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2,01 o s Act,
{a) “board” meaas the board of management established uuder secuou 4, and
(b) "fund” 1weaas the Labrador Transportation Initiative Fund established under section 3.

(2) Words 1a this Act wlich are not defined g subsection (1) shall have the same meauiag as words defined 1
the Financicl Admmisiation dct

SNT9UT O] -5 1 A2

Labrador 1ransportation Initiative Fuad
3. (1) There is established a fund to bhe known s the Labrador Trausportation Initiative Fund.

(2) The foud shall comprise money sppropriated by the Legisiature and inferest or other inconie accruing oo
that money

SWNI097 ¢l.-3.1 43

Board
4. (1) There is established a board of mansgewent which shall manage the fund iu accordance with this Act.
(2) The board shall be composed of
(a) the Secretary of the Treasury Board established under the Financial Adninistration Act,
(b) the Deputy Minister of Finance; and
(c) oot niore than 3 persons whowm the Licutenant-Governor in Council shall appoint.

(3) The board shall be respopsible for the finencial mavagement of the fond sud for that purpose shall make
the pecessary banking and investing arrangements for the fund.

(4) The board may determine its Tules and metbods of procedure and shall keep » minute hook i which shall
be recorded the proceediugs of the board.

(5} The board shali clect a cheirperson from among its members.

(6) The board is respoasible fo the President of Treasiny Board

SNEWT L3 d

Functions

5. (1) The board shali

FHm Hoaarmar ormn: b o e ‘el ad st aclINE 1 hioy 20031'041i24
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(a) establish banking arrapgements for the fuud.

() ou the advice of the Department of Finaace, invest the fund,

(c) appoint persons to have signing anthority with respect to the fiind,

(d) imanage the fund,

(€) hecp and maintain appropnate books of account and records respecting the fund.

(1) withio 6 months of the fiscal vear end of the board. provide to the President of Treasury
Board an snnual report of the business of the board and other information which the winister
may request: and

(g) appoinl an auditor.
(2} The fiscal year of the board shall be from Apnil 1 in a vear to March 31 in the next year.

SNT997 cL-3 1 <3

Invesiments

6. Notwithstanding paragraphs 5(1)(b) and (d) and section 7. the fund shall be invesied, upon the advice of the
Department of Finance, i nvestnents permiticd under sections 15, 38 sud 19 of the Finencial Administration
Acr.

SN1997 ol -3.1 56

Administration
7. (1) The day to day aduinistration of the fund shall be carricd out by the office of the comptroller general.

(2) The comptrotler general or a person acting under his or her direction has free access to the books. accounts,
files, documients or oller revords of the board.

(3) The comptroller general, subject to the duection of the board, may establisk accounts with accredited bauks
ot financial institutions for the deposit. investing. snd payment of the fund moucy.

SN1997 of -3 157

Pay out

3} (1) The board may suthorize that mo;lc‘y be paid out of the fund provided that that Pay out is for the porpose
0

(a) wariue freight and passenger services and the maintenance of laods, wharves and related
* facilities transferred lo the provioce under the ferms of the agrecnen! between Her Majesty the

ity s aee wfF cahaaletatitee05-1 htm 2003/04/24
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Queen 1 right of Cansda and Her Majesty the Queen in right of Newfoundland and Labrador
made oo March 28, 1997

(b) the construction of the Trans Labrador Higkway: or

(c) other Labrador initialves relaled to trausportation which the Lieutcnant-Governor o
Council may approve. '

{2) Money paid out of the fund under subsecuon (1) shall be paid out to the credit of the consobdated revenue
fuad.

() Notwithstanding subsection {2), the costs of admiuistering the fund, including banking fees, audits.
mvesunent related and other adininistrative costs may be pard out of the fund

SN199T cL-3.1 o8 MM CN-3 182

Audit i ote
9. (1) The fund shafl be sudited annually.

(2) The chaiiperson and one other member of the board shall sign the andited financial statements made under
subsection {1).

{3) The signed, sudited financial statement of the board made under this section shall be submitted to the
President of Treasury Board within 6 months of the end of the fiscal year of thte board.

SN10YT cL-2 1 59

LEarl G. Tucker, Quecn's Printer
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LABRADOR TRANSPORTATION INITIATIVE FUND
FINANCIAL STATEMENTS
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OFFICE OF THE AUDITOR GENERAL
St. John’s, Newfoundland and Labrador

AUDITOR’S REPORT

To the Members
Labrador Transportation Initiative Fund
St. John's, Newfoundland and Labrador

I have audited the balance sheet of the Labrador Transportation Initiative Fund as at 31 March 2007 and the
statements of revenue, expenses and fund balance, and cash flows for the year then ended. These financial
statements are the responsibility of the Fund’s management. My responsibility is to express an opinion on these
financial statermnents 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 financial statements present fairly, in all material respects, the financial position of the
Fund as at 31 March 2007 and the results of its operations and its cash flows for the year then ended in
accordance with Canadian generally accepted accounting principles.

KNty

L. NOSEWORTHY, CA
Auditor General

St. John's, Newfoundland and Labrador
11 June 2007



LABRADOR TRANSPORTATION INITIATIVE FUND

BALANCE SHEET
31 March 2007 2006
ASSETS
Current
Cash $ $ 334,864
Investments, at cost 10,364,744
Accrued investment income receivable 9.834
$ $§ 10.709.442
LIABILITIES AND EQUITY
Liabilities
Current
Accrued liabilities $ $ 435
Due to Province of Newfoundland and Labrador 208.884
209.319
Equity
Fund balance 10.500.123
10.500.123
b $ _10.709.442

See accompanying notes

Signed on behalf of the Board:

CC L

Ch‘z.iirperson

Member



LABRADOR TRANSPORTATION INITIATIVE FUND
STATEMENT OF REVENUE, EXPENSES AND FUND BALANCE

For the Year Ended 31 March 2007 2006
REVENUE
Investment income $ 226,293 $ 1,247.088
EXPENSES
Bank charges 613 4,463
Funded initiatives (Note 2) 10,725,803 50,053,778
Professional fees - 300
10,726.416 50.058.541
Excess of expenses over revenue (10,500,123) (48,811,453)
Fund balance, beginning of vear 10,500,123 59.311.576
Fund balance, end of year 3 - $ 10.500.123

See accompanying notes



LABRADOR TRANSPORTATION INITIATIVE FUND
STATEMENT OF CASH FLOWS
For the Year Ended 31 March 2007

2006

Cash flows from operating activities
Excess of expenses over revenue $ (10,500,123)

Changes in non-cash working capital

$ (48,811,453)

Accrued investment income receivable 9,834 82,885
Accrued liabilities (435) 435
Due to Province of Newfoundland and Labrador (208,884) 208.884
(10,699.608) (48.519.249)
Cash flows from investing activities
Purchases of investments (41,718,240) (526,776,458)
Maturities of investments 52,082,984 575.245.798
10,364,744 48.469.340
Net decrease in cash (334,864) (49,909)
Cash, beginning of vear 334,864 384.773
Cash, end of year $ - b 334.864

See accompanying notes



LABRADOR TRANSPORTATION INITIATIVE FUND
NOTES TO FINANCIAL STATEMENTS
31 March 2007

Authority

The Labrador Transportation Initiative Fund (the Fund) operates under the authority of the Labrador
Transportation Initiative Fund Act enacted 19 December 1997. lts affairs are managed by a board of
management (the Board) appointed by the Lieutenant-Governor in Council.

The objective of the Board is to authorize payments from the Fund to the Consolidated Revenue Fund of the
Province of Newfoundland and Labrador for the construction of the Trans Labrador Highway, maintenance
of marine and ferry services to Labrador, and other Labrador initiatives related to transportation which the
Lieutenant-Governor in Council may approve.

1.  Significant accounting policies

These financial statements have been prepared by the Board in accordance with Canadian generally
accepted accounting principles.

2. Funded initiatives

The Board approved the following initiatives for the year ended 31 March 2007:

Approved Adjustments Funded Funded
Amount Actual Claim Relating to Initiatives Initiatives
2007 2007 2006 2007 2006
3 3 3 5 $

Trans Labrador Highway (TLH) - 159,959 (159,959) - 32,193,796
Depot Construction - TLH - - - - 50,021
Pinsent’s Arm Access Road - - - - {1,760)
Coastal Labrador Ferry Service 11,000,000 10,774,706 (48,903) 10,725,803 17,439,879
Ferrv Terminals - 22 (22) - 371.842

11,000,000 10,934,687 {208.884) 10.725803 50,053,778

The Fund paid the claimed amount noted above to the Department of Transportation and Works
representing approved costs incurred. The adjustments relating to March 2006 were submitted by the
Department, accrued in the financial statements for the year ended 31 March 2006, and paid during the
current year.

3. Cessation of business

On 9 April 2007, the Board served notice of their intention to dissolve the Fund. Further to this, the
Board will request to have the Labrador Transportation Initiative Fund Act repealed during 2007-08 and
will cease doing business as of the date of approval by the Legislature. As a result, these financial
statements are expected to represent the Fund’s final financial position.



LABRADOR TRANSPORTATION INITIATIVE FUND
NOTES TO FINANCIAL STATEMENTS
31 March 2007

4. Related party transactions

The Fund is administered by employees of the Department of Finance. The costs of administration are
paid directly by the Department and are not reflected in these financial statements.

5. Income taxes

The Fund is a Crown entity of the Province of Newfoundland and Labrador and as such is not subject to
Provincial or Federal income taxes.



