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Agenda

Municipal Financial Reporting

• Brief History

• Responsibility of setting standards

Elements of Municipal Financial Statements

• Statement of Financial Position

• Statement of Operations

• Statement of Changes in Net Financial Assets

• Statement of Cash Flows

Differences between Municipal Financial Reporting and Municipal  Budgeting
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Including federal, provincial, territorial and local governments 
(including First Nations), Government organizations, Government 
partnerships, School boards.

Canadian municipalities are required to have audited financial 
statements prepared on an annual basis prepared in accordance 
with the PSAB framework.
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The Public Sector Accounting 
Standard Board (“PSAB”) of CPA 
Canada is responsible for the 
standards relating to entities in the 
public sector
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Required Elements of Government Financial Statements

Financial Statements should include

Statement of financial position  (Balance sheet)

• Highlight – cash resources, net debt position, non-financial assets in use, and accumulated surplus or deficit

• Discretionary reserves are included within the Accumulated surplus balance, Obligatory reserves, ie unspent development charges are included 
within Liabilities as Deferred revenue

Statement of operations (P and L)

• Present cost of services and revenues recognized

Statement of remeasurement gains and losses (not required until the City’s 2023 fiscal year)

• New standards will require equity instruments to be carried at fair value.  All other financial instruments can be carried at cost or fair value based 
upon a policy choice of the City but the choice must be made upon adoption of the standard and is irrevocable. 

• The changes in fair value for instruments accounted for as such, will flow through this new statement. Realized gains and losses on instruments 
carried at book value, will continue to flow through the Statement of operations.

Statement of change in net debt 

• Extent to which expenditures and borrowing for capital are offset by revenues

Statement of cash flow

• Change in cash and cash equivalents
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Statement of Financial Position

Should report net debt and accumulated surplus together as an explanation of financial position 

The difference of liabilities and financial assets (cash or a contract to receive cash) is reported as Net Debt (or net financial assets)

Non-financial assets (tangible capital assets, inventories of supplies and prepaid expenses) and net debt are aggregated to reach accumulated 
surplus/deficit

• When amounts are required to be reported on the statement of remeasurement gains/losses, must disclose 

• Accumulated surplus/deficit from operations

• Accumulated remeasurement gains and losses

NOTE – EXAMPLE FINANCIAL STATEMENTS used in following slides are excerpted from City of Vaughan Draft Financial Statements for 
the year ended December 31, 2019 and are presented for illustrative purposes only.  Actual audited financial statements are available on 
line at the City of Vaughan’s website or via direct request.
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Example Statement of Financial Position
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Statement of Operations

Report revenues by significant type

Excluding remeasurement gains

Report expenses by function or program

Excluding remeasurement losses

Expenses should be disclosed by object (in notes)

Difference between revenues and expenses is the operating surplus or deficit

• This surplus or deficit differs from the traditional definition or the Municipal Act meaning

Report accumulated surplus/deficit from operations at the beginning and end of the period
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Statement of Operations
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Inherent Differences Between Municipal Planning 
vs Municipal Reporting
Traditional Municipal Budgeting prepared on a cash basis, used for setting tax rates, other revenue requirements ie accommodation 
taxes, user charges, other rates

Traditional Municipal Budgeting based on previous year budget exercise with limited input from prior year actual results

• Existing budget method only includes annual cash (operating expenses) requirements

• Full accrual budgeting must include non-cash requirements (as on financial statements), such as:

• Depreciation

• Developer contributed assets

• Public Service Accounting Board (PSAB) adjustments for employee post retirement and other liabilities

• Interest earned on reserve and reserve funds
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Statement of Changes in Net Financial Assets / Net Debt

• Expense – consumption of goods during period

• Expenditure – goods acquired during period

• Report extent to which expenditures are met by revenues recognized and the extent to which net debt changed due to net remeasurement gains 
and losses

• Report acquisition of tangible capital assets and other significant items explaining difference between change in net debt and surplus or deficit

• Report net debt at beginning and end of period
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Statement of Changes in Net Financial Assets
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Statement of Cash Flows

• Report how cash was generated and used

• Classify by operating, capital, investing and financing

• May use direct or indirect method

• Some options for net reporting allowed in limited circumstances

• Disclose components of cash and cash equivalents and policy for determination
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Statement of Cash Flows
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Notes to the Financial Statements

• Integral part of external financial reporting

• Includes key accounting policies – ie amortization periods of tangible capital assets, basis of consolidation

• Notes that support or provide additional detail to amounts reported within financial statements

• Include information about key financial items not otherwise reported within financial statements – commitments (leases, capital projects with 
signed contracts), contingencies

• Must refrain from including future oriented information and variance explanation (Management discussion and analysis)
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