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Presentation Notes
Good afternoon 

I will be presenting the audited financial statements of the City of Greater Sudbury for the year ended December 31, 2016.

The consolidated statements have been prepared in accordance with GAAP – Generally Accepted Accounting Principles, for local governments established by the Public Sector Accounting Board (PSAB) of the Chartered Professional Accountants of Canada and have been audited by KPMG LLP.




Presenter
Presentation Notes
Included in your agenda package is a copy of the City’s 2016 Annual Report.   The City was awarded the Government Finance Officers Association Award for Financial Reporting for its 2015 Annual Financial Report.  The City will apply for this award again this year. This award program encourages innovative financial reporting and maintains a high quality standard that is recognized amongst peers.

The annual report is a comprehensive report on the City’s 2016 activities.   This report is intended to give readers information regarding the City’s key financial elements such as: financial accountability, financial management and of course the purpose of today’s meeting – the City’s financial statements.
 
This report highlights the City of Greater Sudbury internal controls systems to ensure effective financial management, reliable and relevant financial information, and that assets are safeguarded. Management systems, by-laws and policies are in place for financial management, accounting, budgeting and other items as required to ensure that transactions are appropriately authorized and recorded, and the integrity and completeness of financial records are assured.

Note: received award for 4 consecutive years. (note to self – since Dec 31, 2012 year end)
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Presenter
Presentation Notes
I would like to take a few minutes to highlight  the key reporting differences between the Council approved Budget and the Audited Financial Statements.    

Municipalities produces two major documents in its annual financial cycle:  
-The Annual budgets are prepared using the modified cash basis in accordance with the Municipal Act, the Budget Preparation Policy and best practices. The annual budgets, Operating and Capital, are tools to calculate the taxation levy necessary to meet spending requirements.
 
-The Financial Statements are prepared in accordance with the Public Sector Accounting Board Generally accepted accounting principles and instructions from the Ministry of Municipal Affairs and Housing (MMAH). The financial statements report on the surplus or deficit in the year and changes in assets and liabilities.

Some examples of the differences:
The Budget approved by council is not consolidated, it does not include budgets for the Greater Sudbury Housing Corp, Downtown Sudbury, GSU and the airport and are not included in the calculation of the tax levy.  Financial statements are consolidated and include the activities of the related parties.

Budgets are prepared on a modified cash basis that takes into account funds required for the upcoming year. For example, debt payments are considered an expense when preparing the annual budget. The financial statements follow the accrual basis of accounting therefore these payments are a reduction in the liability for the Financial Statements and not an expense. Another difference is that the cost for post employment benefits and post closure of the landfill liabilities are not included in the operating budget but are included as liabilities and expenses in the financial statements.

Capital Assets are expensed in the budget as operating contributions to capital. However for Financial Statement purposes these are considered as additions and are included on the statement of financial position and are amortized based on their useful lives. 

Last but not least revenues and expenses are categorized differently.  The Budget is based on divisions and departments while the financial statements are reported by FIR (Financial Information Return) category in accordance with the Municipal of Municipal Affairs and Housing (MMAH) instructions.

The Financial Statements notes include a reconciliation of items between the council approved budget and presentation required in the financial statements and is presented in Note 18 of the financial statements.



The Consolidated Financial Statements includes: 
 Consolidated Entities 

 

 Greater Sudbury Housing Corporation 
 Downtown Sudbury  
 Flour Mill Business Improvement Area 
 Greater Sudbury Public Library Board 
 Greater Sudbury Police Services Board 

 
Government Business Enterprises 

 

 Greater Sudbury Utilities Inc. 
 Sudbury Airport Community Development Corporation 
 

Presenter
Presentation Notes
The Consolidated Financial Statements include all entities that are owned or controlled by the City. These entities are fully consolidated, which means that the City’s financial statements reflect the assets, liabilities, revenues and expenses of these entities and all inter entity transactions are eliminated. These entities include: (read list from slide)

Government business enterprises (GBE) are recorded using the modified equity method which means that the entity’s accounting principles are not adjusted to conform to those of the City and inter-entity transactions and balances are not eliminated. Only the net income or loss is reported as income and the net value of the GBEs are recorded as assets. The GBEs include: Greater Sudbury Utilities Inc. and the Sudbury Airport Community Development Corporation.  

The City’s financial statements do not include the City of Greater Sudbury Community Development Corporation, Nickel District Conservation Authority and the Sudbury and District Health Unit as the City does not control these entities.




2016 2015 
Financial Assets $ 494,592 452,606 

Financial Liabilities 296,580 279,288 

Net Financial Assets 198,012 173,318 

Non-Financial Assets 1,448,743 1,456,672 

Accumulated Surplus $ 1,646,755 1,629,990 
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Summary Consolidated Statement Financial Position (in 000s) 

Presenter
Presentation Notes
Let’s start by looking at the Consolidated Statement of Financial Position.  This statement is a snap shot of the City’s assets and liabilities as at December 31, 2016.  

The Statement of Financial Position shows financial assets of $495M which increased by 42M, financial liabilities of $297 M with an increase of 17M and non financial assets (mostly TCA) of $1,449 B which have decreased by 8M.  

The sum of the net financial assets and non-financial assets equals the accumulated surplus of  $1,647 B an increase of more than 16M.

We’ll now go through these line items to explain the variations from 2015.




2016 Financial Assets (in millions $) 

Presenter
Presentation Notes
The City’s financial assets are comprised of cash, accounts receivable, investments in Government Business Enterprises (GBE) and investments amongst other items.   

Financial assets have increased by 9% from $453 million in 2015 to $495 million in 2016 largely in part to an increase in investments of 32M and an increase in GBEs of 11M.

GSU – Net income –2016 $10,123 (M)	2015 $1.181M;        2014 $1,035; 	2013 $6,387M   
Airport – Net income – 2016 $646 (K)	2015 $1.096M;        2014 $2,150; 	2013 $665k

Note 5 of the financial statements outlines the City’s investment in the Government Business Enterprises (GSU and Airport).







2016 Financial Liabilities (in millions $) 

Presenter
Presentation Notes
The City’s financial liabilities are mostly comprised of accounts payable, employee benefit obligations, deferred revenues and long term liabilities. 

Financial liabilities have increased by 6.4% from $279 million in 2015 to $297 million in 2016. This is largely in part to accounts payable which increased by 13M and are amounts owing to government agencies, suppliers and employees. These fluctuate year over year depending on the timing of cash payments and level of capital spending. In addition there has been an increase in deferred revenues mostly due to capital projects to be funded by Federal Gas Tax that only commenced in 2017.


Do not read:
Employee benefit obligations have increased by 5% from 2015. These obligations are for post-employment benefits, vacation pay accrued, sick leave and WSIB. 
Comprised of:
Sick leave 2016 = 6.7M, 2015  was 6.7M
Post employment benefits 2016 = 32M, 2015 was 31M
Vacation pay 2016 = 15.1M, 2015 was 14.8M
WSIB 2016 = 5.2M, 2015 was 3.9M



2016 Accumulated Surplus Breakdown (in millions $) 

Presenter
Presentation Notes
The Accumulated Surplus of $1.6 Billion consists of the following:
investment in Tangible Capital Assets of $1.4 B

Investment in GBE $106 M

Unfunded liabilities of $81M. This reduces the accumulated surplus since these costs will only be funded when incurred in future years.  This includes Post Employment Benefits, Landfill Liability, and accrued financial obligations.

$95M committed for specific capital projects and

Reserve and Reserve Funds of $161M. 

The accumulated surplus fluctuates based on the annual surplus or deficit which we will review next.









2016   
Budget 

2016 
Actual 

2015 
Actual 

Revenues 545,349 555,881 550,286 

Expenses 527,323 539,116 516,748 

Annual Surplus 18,026 16,765 33,538 

Opening Accumulated 
Surplus 1,629,990 1,629,990 1,596,452 

Closing Accumulated 
Surplus 1,648,016 1,646,755 1,629,990 
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Summary Consolidated Statement of Operations (in 000s) 

Presenter
Presentation Notes
The next section is the Statement of Operations. 
Total Revenues of $556M, less expenses of $539M generated a surplus of $17M. This surplus was reflected in the increase in accumulated surplus.

This surplus includes the items noted on previous slides and is different from the operational deficit that will be presented later in this meeting.  Variances are explained as part of that report.

Revenue differences between budget and actual of 10.5M or 2% is mostly due to:
-GBEs reporting actual surpluses in excess of their budgeted surplus of $8.7M combined GSU and Airport. 
-increase in provincial grants of 2M
Expense differences between budget and actual of $11.8M or 2.5% relate mostly to:
General Government of $5.1M :Manulife benefit  2m and salary continuation of  1.5mil
Protection Services $3.6M:1M wages for police, 1.4 fund 20 to operating, 1.7m amortization higher – as communication system was brought into service in 2016 therefore not budgeted
Transportation Services $8.3M:Winter control deficit 2.3 mil, Transit 480k, Utilities over expenditure (street lighting 500k ), 1m of expenses from capital fund that were not capitalized
Environmental Services lower (8.5M):Budgeted variance of 1.9M and actual was 200K landfill liability, 500k sudbury landfill contract, Various salary savings 1M, 
Waste water treatments under by 2.2 mil (see variance report), Various other savings ( do not read - program support costs was less than budget) 







Annual Surplus in 000’s  
2016 

 
2015 

Decrease in investment in TCA $ (4,874) (49,005) 

Increase in committed capital and 
other 15,514 71,516 

10,640 22,511 
Increase /(decrease) in Reserve and 
Reserve Funds (5,369) 8,708 

Increase in investment in GBEs  10,769 2,277 

Increase in unfunded liabilities 725 42 

    Annual Surplus $ 16,765 33,538 
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Presentation Notes
The annual surplus can also be calculated by analyzing changes in the accumulated surplus.

The annual surplus of $17 M consists of:

The decrease in the investment of TCA of $5M, due to amortization exceeding the additions in 2016,
An increase in committed capital of 15M which represents capital projects that have been budgeted however spending has not yet occurred or is not yet complete.
Reserve and Reserve Funds decreased by 5M  Due mainly to: 1M ramsey lake road, 2.2M to fund deficit, 1.7M solar panels amongst various other transactions
An Increase in Investment in Government Business Enterprises due to the net income for the Airport  of 646K and GSU of 10.1M
And an Increase in unfunded liabilities of 725k (Do not read: increase in landfill liability 200k, and increase in employee benefits of 2.6M, net of a decrease in the accrued financial obligations of $2.1M)




Presenter
Presentation Notes
This concludes the presentation of the City’s consolidated annual financial statements for 2016. Are there any questions?
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