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 Overview of the 2011 financial statements 
(‘the statements’)

Diff t l t f th fi i l t t t◦ Different elements of the financial statements
◦ Key measures from the statements
◦ Note disclosures



 Elements of municipal financial statements 
and related key measures:
1. Statement of Financial Position
2 Statement of Operations and Accumulated Surplus2. Statement of Operations and Accumulated Surplus
3. Statement of Change in Net Debt
4. Statement of Cash Flows

 Notes to the financial statements



What do we have, what do we owe? (pg 3)
Th f fi i l i i i hi i l The statement of financial position is a historical 
report of the City’s financial position at the end 
of the year which provides information regarding:
◦ The City’s financial resources (assets) and obligations 

(liabilities) which will affect the City’s ability to operate 
in the short- and long-term
Fi i l f h i d◦ Financial assets represent future cash receipts and 
financial liabilities represent cash outlays that relate to 
transactions that have already occurred

 Two key measures: Two key measures:
◦ Net financial resources/net debt
◦ Accumulated surplus



N t t i t th Net amount owing to others
 Net debt = difference 

between a government’s 
liabilities and net financial 

tassets
 Indicator of future cash flows 

relating to past transactions 
or events

d b l f Net debt results from 
government spending that 
consistently exceeds its 
revenues raised for the year –

i f t d ’ dipaying for today’s spending 
with future dollars

 Net debt and ability to service 
that debt are important for 

i t i bilitt i bilitassessing sustainabilitysustainability
 Increase illustrates City’s 

increasing reliance on debt-
financing for capital assets

Financial Policy Framework 
Designed to Limit Net Debt 
B dBurden



 Everything we have, less 
what we owe

 Accumulated Surplus = 
amount by which all assets 
exceed all liabilities (or sum 
f t l )of our past surpluses)

 Surplus Indicates a 
government has net 
resources (financial andresources (financial and 
physical) to provide future 
services

 Increase in accumulated 
surplus related to non-
financial assets (long-term)

 Influenced by amortization 
periods and maintenance ofperiods and maintenance of 
assets



What did we earn, what did we spend? (pg 4)
 The statement of operations is a report of the 

City’s operations for the year which provides 
information regarding the City’s:information regarding the City s:
◦ Sources of funding 
◦ Areas of spendingp g

 Key measure:
◦ Annual consolidated surplus – note:  different than 

h d l dthe tax or user rate supported surpluses reported 
to Council



 How much did we earn vs. 
expenses incurred? p

 Shows whether the revenues 
raised in the year were 
sufficient to cover costs

l d A surplus does not mean a 
government has extra 
“profits” or cash to spend
◦ Includes non-cash items e gIncludes non cash items, e.g. 

Assumed assets
◦ Does not take into account 

spending on capital assets
 Decrease in annual surplus Decrease in annual surplus 

largely due to one-time 
items:  2010 Annexed lands, 
2011 RVH contribution



 How did the City’s net 
amount owing change? (pg 5)

 Identifies reasons for change Identifies reasons for change 
in net debt 

 Starts with annual surplus -
excess of revenues over cost 
of services provided for theof services provided for the 
period

 Statement of Operations 
reflects expensesexpenses while 
Statement of Change in NetStatement of Change in Net 
Debt reflects total spendingspending
◦ E.g. – amortization expense is 

added back, while cost of 
acquiring tangible capital assets q g g p
is included

 Increase highlights 
significance of capital 
expenditures and reliance on 
d bdebt



4. Cash Flows4. Cash Flows
 Why did our cash go up? Why did our cash go up? 

(pg 6)
 Describes how activities 

were financedwere financed
 Shows the effect of 

activities on cash 
resourcesesou ces

 Sources/uses of cash can 
be analysed to assess 
whether future cash 
resources are sufficient 
for sustaining activities

 Increase in cash due to 
$75M debt issuance on 
SWTP offset by spending 
on assets



 Integral part of financial statements
h f l d l Notes to the financial statements disclose 

information about:
◦ Accounting policiesAccounting policies
◦ Cash and investments
◦ Deferred revenue
◦ Employee benefit obligations◦ Employee benefit obligations
◦ Debt and construction financing
◦ Landfill post-closure liabilities

T ibl it l t◦ Tangible capital assets
◦ Reconciliation of budget surplus reported to 

Council




