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Presenter
Presentation Notes
Good evening Mayor Guthrie, members of Council, and members of the public tuning into this meeting.Thank you for the opportunity to present information from the 2022 Consolidated Financial Statements to you today. 



Financial Reporting Framework
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• CPA Canada – Public Sector Accounting 
Board (PSAB).

• Public Sector Accounting Standards (PSAS)
• Full accrual accounting
• Full picture of the City and it’s consolidated 

entities’ capital and operating results, financial 
position, and cash flows

Presenter
Presentation Notes
The consolidated financial statements are prepared in accordance with Public Sector Accounting Standards, which are set by the Public Sector Accounting Board of CPA Canada. The statements provide a full picture of the City and its consolidated entities’ capital and operating results, financial position, and cash flows for the 2022 fiscal year.



Consolidated Financial 
Statements

3

• Year-ended December 31, 2022
• Consolidated entities

• City of Guelph
• Guelph Police Service
• Guelph Public Library
• The Elliott Community
• Downtown Guelph Business Association
• Wellington-Dufferin-Guelph Public Health
• Guelph Junction Railway
• Guelph Municipal Holdings Inc. 

Presenter
Presentation Notes
The consolidated financial statements are located in your agenda package within the Treasurer’s Report at Attachment-1. Along with the City’s 2022 financials, the financials for the Guelph Police Services Board, Guelph Public Library Board, Guelph Junction Railway, Guelph Municipal Holdings Inc., The Elliott Community, Downtown Guelph Business Association, and Wellington-Dufferin-Guelph Public Health are all consolidated into these statements. With this being the first year-end for our new members of Council, we will provide a bit of background about why each of these entities is consolidated and the method of consolidation. These entities are consolidated because the City is assessed as having control or shared control, in the case of public health, over the entity under Public Sector Accounting Standards. The assessment of control may not always be straightforward and the specific circumstances for each entity were evaluated to determine whether control exists. Control is defined under PSAS as “the power to govern the financial and operating policies of another organization with expected benefits or the risk of loss to the government from the other organization's activities.” Control may exist by virtue of legislated authority, the power to pass by-laws pertaining to the other organization, direct ownership of an organization, the authority to appoint board members, financial dependence or approval of funding envelopes, or a combination of these factors among other reasons.The Guelph Police Service and Guelph Public Library are both fully consolidated into the City’s financial statements as local boards of the City. Each of these organizations has their own Board of Directors that governs their operations, with appointments to these Boards made by Council, and representatives from Council on each of the Boards. The Police Service and Library each have a supplementary schedule dedicated to their specific service in the City’s consolidated statements (schedules 5 and 6). The Elliott Community also has its own Board of Trustees, appointed by Council. The Elliott is financially dependent on the City’s contribution to its long-term care operations, and the financial statements are fully consolidated into the City’s statements.The Downtown Guelph Business Association is a Business Improvement Area as designated under the Municipal Act, and Council approves the budget for the organization. The DGBA’s financial statements are fully consolidated in the City’s statements. Wellington-Dufferin-Guelph Public Health is accounted for as a partnership under PSAS, and its financial statements are proportionately consolidated based on the percentage of the municipal contribution that the City pays to public health. This means that the City’s statements include 46.3 percent of the assets, liabilities, revenues and expenses of public health.For all of these entities, all intercompany balances are eliminated upon consolidation, so you don’t see balances like the City’s loans receivable from The Elliott or WDGPH on the consolidated Statement of Financial Position, and you don’t see the transfer payments made to any of these organizations by the City included on the Statement of Operations.The Guelph Junction Railway and Guelph Municipal Holdings Inc. are wholly owned subsidiaries of the City, and they are consolidated into the City’s statements using the modified equity method. That means that the shareholder’s equity of each organization is recorded as an asset on the City’s balance sheet and the increase or decrease in shareholder’s equity each year combined with any dividends paid by these two companies to the City represent the income from government business enterprises that is reported in the City’s statements.The City has also has relationships with other local organizations including the Grand River Conservation Authority and the County of Wellington Social Services, however these relationships have not been assessed as meeting the threshold of control, and therefore the transactions in the consolidated statements related to these entities are external transfers included in the City’s expenses. 



How is this different from 
budget and variance reporting?
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Description Amount 
($000’s)

Ending surplus – PSAS $45,410
Net capital-related revenues and depreciation 52,911
Debt-related and non-cash items (4,811)
Reserve related transfers (76,361)
Consolidated entities (3,450)
Adjusted modified cash basis surplus $13,699
Ending surplus – tax supported $11,315
Ending surplus – non-tax supported 2,384
Total modified cash basis surplus $13,699
Difference $0

Presenter
Presentation Notes
At May’s Committee of the Whole meeting, you received a number of year-end related reports, including the 2022 Long-Term Financial Statement on Reserves and Debt, the 2022 Year-end Capital Budget Monitoring Report and the 2022 Year-end Operating Budget Monitoring Report. A presentation was provided at that time to bring the information that you saw in those reports together into a more complete picture of the City’s financial health. On this slide, we want to explain how the information you got in May is the same information, presented differently in the audited financial statements.Preparing the audited financial statements starts with the same accounting data that underlies the budget variance reports, but the budget variance reporting that you received in May focuses on budgeted versus actual results and operating and capital are presented separately. The audited financial statements bring everything together to provide one complete picture of the City’s financial position and results of operations. The budget variance reports are presented on a modified cash basis, while the audited financial statements are presented on a full accrual basis. This means that in the financial statements:Capital assets are capitalized and amortized over their estimated useful life. In the budget variance report the approved capital budget in comparison with expenditures to date are presented. The concept of amortization aligns loosely with infrastructure renewal. I say loosely because amortization is an allocation of a historical cost, whereas infrastructure renewal is a forward looking concept that estimates the current and future costs associated with maintaining the City’s assets. Debt principal payments are reported as a reduction in the liability in the financial statements, while it’s reported as an expense in the budget variance reports. Approved transfers to and from non-obligatory reserves and reserve funds offset the surplus or deficit reported in the budget variance reports, while these are allocations within accumulated surplus in the financial statements.Future liabilities are represented in the financial statements based on actuarial valuations of the present value of future cash flows, while they are represented in the budget through their funding strategy, for example, a transfer to reserve or benefits expense; andThe budget variance reporting does not include the consolidated entities that are included in the financial statements.We often get a number of questions about the ending surplus position being different in these two versions of the reporting, and that is just a factor of the purpose of the reporting. 



Key Financial Indicators
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Sustainability: the ability to maintain 
services over an extended period of time, 
providing continuous service at the expected 
level to all intended customers.
Vulnerability: the level of resiliency within 
the organization to mitigate unexpected 
negative factors while maintaining financial 
and service commitments.
Flexibility: the ability of the organization to 
adapt to a changing environment to both 
capitalize on opportunities and avoid threats.

Presenter
Presentation Notes
There are three categories of financial indicators in our Long-Term Financial Framework: sustainability, vulnerability, and flexibility.Sustainability is the ability to maintain services over an extended period of time, providing continuous service at the expected level to all intended customers.Vulnerability is the level of resiliency within the organization to mitigate unexpected negative factors while maintaining financial and service commitments.Flexibility is the ability of the organization to adapt to a changing environment to both capitalize on opportunities and avoid threats.We track several key measures associated with each of these financial indicators and will highlight a few of them under the sustainability and vulnerability categories on the next couple of slides. We are not presenting the flexibility indicators as these indicators focus on reserves and debt, and this reporting was already covered in the May presentation to Committee of the Whole. As a reminder though, the debt related ratios are meeting target however, our reserve ratios have started to decline, most notably in the area of capital reserve funds and tax supported contingency reserves.



Sustainability
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Metric 2022 Change 
from 2021

Comparison with 
Target

Cash + investments to
reserves + reserve funds 
ratio

Consolidated net financial 
assets

No established 
target

Asset consumption ratio

Presenter
Presentation Notes
First, I want to explain the system of arrows and circles – if an arrow is red, it means the change from 2021 to 2022 was negative. If it’s green, it means it is positive. If the comparison with target circle is green, it means the status of the indicator is good. If it’s yellow, it’s a warning and we need to keep an eye on this and consider the factors that can contribute to improving it. And if it’s red, it means we need to ensure that there is a plan in place to correct it. Some of the key sustainability measures are:The ratio of cash and investments to reserves and reserve funds, which slightly decreased to 1.20:1 in 2022 versus the 2021 ratio of 1.21:1. The metric still exceeds the minimum target of 1:1. In 2022, the consolidated net financial assets increased by $11.6 million, which is aligned with the stated goal of saving to fund future capital requirements. While this metric has continued to grow in 2022, it has grown at a slowest rate in the last 5 years. There are many factors that can contribute to this slowing of growth, but some key contributors are the increased spending as part of the execution of the 2022 capital program as well as inflationary pressures on spending. As backlogged capital projects continue to be completed, the City’s net financial position will decrease as funds are spent and therefore shift from financial assets (like cash and investments) to non-financial assets (tangible capital assets).The asset consumption ratio gives us some insight into how old the assets are. The increase from 2021 to 2022 tells us that our assets are more used up at the end of 2022 than they were at the end of 2021, even factoring in higher 2022 capital investment. In 2022, based on current rates of asset amortization, the City would have had to spend $109.2 million on net tangible capital asset acquisitions, which is net of asset disposals, compared to the to $80.0 million actually realized for 2022. We are making progress though. The 2022 net tangible capital asset acquisitions of $80.0 million was $26 million higher than the 2021 net acquisitions.



Vulnerability
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Metric 2022 Change 
from 2021

Comparison 
with Target

Federal + Provincial 
contributions as a % of total 
revenue

No established 
target

Tax arrears as a % of taxes 
levied

Return on investment No established 
target

Presenter
Presentation Notes
Vulnerability measures help us understand the City’s vulnerability to external sources of funding that it cannot control and exposure to risks:Federal and provincial contributions as a % of total revenue decreased in 2022, reversing a previous trend of increases over the past two years. The increases in 2021and 2020 were because of decreases to user fee revenues as a result of covid-19 and the increase in federal and provincial funding received through the Safe Restart grants. While there was an improvement in 2022, the 2022 metric of 17.7 per cent still exceeds the pre-pandemic level of 14.5 percent in 2019. Federal and provincial grants help to offset the municipal tax levy and have been key to maintaining the financial stability of the organization through the pandemic, but monitoring reliance on them is important as well because it can represent a risk if stable sources of funding from other levels of government were to decrease or be discontinued.Tax arrears as a % of taxes levied gives us insight into the percentage of property owners unable to pay their property taxes and is an important indicator of economic health. The percentage increased slightly in 2022 after a small decrease in 2021, however overall, the City continues to have very low tax arrears compared to the municipal average.  (2.25% in 2022, 2.23% in 2021, 2.30% in 2020,)The City’s return on investment increased from 1.62% in 2021 to 2.14% in 2022 because of the overall rise in market interest rates. While there is not a specifically established target, it is important to remember that most of the City’s investment portfolio is in fixed income securities, so the City’s return on investment will always lag whatever is happening with market rates because it takes time for central banks to respond to economic changes and then it takes time to shift the City’s investment portfolio as GIC and bond maturities occur and funds are reinvested at the prevailing rates, whether they are increasing or decreasing. 
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Questions?

Presenter
Presentation Notes
Today, we are asking you to approve the draft financial statements included with report XXXXThank you, and I will now pass it over to Matt Betik to present KPMG’s Audit Findings Report after which we will both be happy to take any questions you may have.
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