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INTRODUCTION 
 

 
These documents comprise the City of St. John’s financial 

reporting for the fiscal year ended December 31, 2007. 

 

The Consolidated Financial Statements are the primary 

document, however much additional detail and explanation 

is provided in the “Financial Statement Discussion and 

Analysis” which should be read in conjunction with the 

Consolidated Financial Statements for a full understanding 

of the City’s financial operations in 2007 and its financial 

position at December 31, 2007. 



 

FINANCIAL STATEMENT DISCUSSION AND ANALYSIS 
 
I am pleased to present the following Financial Statement Discussion and Analysis, 
which has been prepared by management of the City.  This discussion and analysis of 
the financial performance of the City of St. John’s (the “City”) should be read in 
conjunction with the audited consolidated financial statements and their accompanying 
notes and schedules, which are prepared in accordance with Canadian generally 
accepted accounting principles for local governments as established by the Public 
Sector Accounting Board (PSAB) of the Canadian Institute of Chartered Accountants. 
 
The Consolidated Financial Statements of the City (the “Statements”) provide 
information about the economic resources, obligations and accumulated surplus of the 
City.  They include the City’s operating departments, as well as City agencies such as 
the St. John’s Transportation Commission, the City of St. John’s Non-Profit Housing 
Fund and St. John’s Sports & Entertainment Ltd.  A brief description of the City’s major 
funds and agencies follows. 
 
The City’s Sinking Fund contains the principal payments on the City’s debenture 
financed long term debt, as well as the interest earned on those payments.  The City 
uses 20 year Sinking Fund bond issues to finance most capital borrowing.  Under the 
terms of those bonds the City pays interest on the principal to the issuer semi-annually 
and at the same time pays a set percentage (typically 2.5% per annum) of the principal 
into the Sinking Fund.  The money in this Fund is then invested in financial instruments 
authorized under the Trustee Act in order to safely accumulate the funds required to 
repay the lender on maturity. 
 
The City’s Non-Profit Housing Fund owns rental properties in projects located around 
the City.  The properties were financed and constructed in conjunction with the Canada 
Mortgage and Housing Corporation, however the City is fully responsible for managing 
and maintaining the properties, which are financed by mortgages paid out of the rental 
revenue. 
 
The St. John’s Transportation Commission, which operates as Metrobus, is a City 
agency overseen by seven Commissioners appointed by Council, of whom two are 
elected Councillors.  The Commission has its own management and staff and operates 
independently.  It receives an operating subsidy from the City and its annual budget as 
approved by the Commission is presented to and approved by the City. 
 
St. John’s Sports & Entertainment Ltd. (“SJSEL”) is a corporation without share capital, 
incorporated by the City to own and operate Mile One Centre and the St. John’s 
Convention Centre.  The nine person Board of Directors is appointed by Council and 
includes one elected City Councillor and two City staff as ex-officio non-voting 
members.  Similar to the Transportation Commission, SJSEL receives an operating 
subsidy from the City and its annual budget as approved by the Board is also, 
presented to and approved by the City. 
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Separate financial statements are prepared annually for the Non-Profit Housing Fund, 
the St. John’s Transportation Commission and St. John’s Sports & Entertainment Ltd.   
 
In addition, separate financial statements are prepared for the St. John’s Regional Fire 
Department and for the St. John’s Regional Water System.  Both of these regional 
services are owned and operated by the City of St. John’s and their operations are 
included in the City’s Consolidated Financial Statements, however the actual cost of 
operations is allocated to all users of the services which include several other 
municipalities in the metropolitan area.  Those costs billed out to other municipalities are 
included as revenue under “Sales of Goods and Services”. 
 
 
CHANGES IN ACCOUNTING POLICIES AND PRESENTATION 
 
The City has always complied with Canadian generally accepted accounting principles 
for local governments, however these accounting principles are subject to change as 
mandated by PSAB.  These consolidated financial statements include a new 
presentation of assets and liabilities in the Consolidated Statement of Financial Position, 
as well as a new presentation and calculation of revenue and expenditure in the 
Consolidated Statement of Operations and Accumulated Surplus.  These statements 
also reflect the early adoption of the requirements of PSAB Handbook Section 3150, 
Tangible Capital Assets, which are mandatory as of fiscal years commencing January 1, 
2009.  Section 3150 requires local governments to capitalize all fixed assets and 
amortize the cost over the expected service life of the assets.  A summary of the City’s 
assets is provided in Note 5 to the statements and in Schedule 1, along with the service 
life expectations and the amortization recorded in both 2006 (calculated retroactively) 
and 2007.  This presentation differs substantially from that previously used which saw 
fixed assets expensed to the Revenue Fund in the year of acquisition and set up 
indefinitely in the Capital Fund.  Concurrent changes will see capital contributions from 
other levels of government recorded as revenue in the year of receipt, rather than as an 
increase in contributed surplus  and a change in the treatment of debt service from the 
full amount of payments, both principal and interest, being treated as expenses to just 
the interest portion being expensed.  These changes will collectively move the City’s 
accounting from a cash flow basis, until now the standard for governments at all levels, 
to a full accrual basis, the long existing standard for profit oriented entities.  As the City 
must continue to use cash flow accounting to establish its budget each year, which is 
based on setting tax rates to generate the net revenue required to perform its services, 
there is no comparison to budget presented in the formal consolidated financial 
statements.  Instead, this information is provided as supplementary information.  It 
should be noted as well that the changes in presentation for 2007 have been applied as 
well to 2006 comparative figures in compliance with the requirement for retroactive 
application of the changes in accounting policies and presentation. 
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CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS 
 
The Consolidated Statement of Operations reports the City’s changes in economic 
resources, obligations and accumulated surplus for 2007, on a comparative basis to the 
restated results for 2006.  The net result of these changes for 2007 is a consolidated 
annual surplus of $43,273,448, indicating that revenues raised during the year were 
sufficient to cover costs. 
 
During 2007 the City recorded consolidated revenues of $225,124,000 (2006 - 
$204,506,000) including capital grants, primarily from other levels of government, of 
$35,177,037.  Consolidated expenses for the year were $181,851,000 (2006 - 
$173,612,000), producing the annual surplus of $43,273,000 noted above, compared to 
the restated $30,894,000 surplus recorded in 2006.  The major factor in the increased 
consolidated revenues and surplus was an increase in capital grants of $11,067,000,                   
including $ 3,993,000 from the Federal Gas Tax Funding Agreement and $ 27,309,000                
from the Federal/Provincial/Municipal Agreement on cleaning up St. John’s Harbour.  
The other significant increase in revenue was attributable to property based tax 
revenues, based on the increase in the assessed value of properties within the City and 
even after taking a reduction in mil rates into account. 
 
Consolidated expenditures for 2007 increased by 4.7% over 2006, with the increases 
spread across the City’s operations.  Notable increases in expenditure as compared to 
2006 include 
 

- Interest on Debenture Debt Charges, up by approximately $2,000,000.  This is 
attributable primarily to the borrowing required for cash-shared capital projects 
completed with the Multi-Year Capital Works Programs with the Provincial 
Government. 

 
- Snow clearing, up by approximately $1,700,000, attributable entirely to weather 

conditions in 2007. 
 

- Water supply and distribution, up by approximately $3,000,000.  This is 
attributable to the capital costs and initial operating costs of the new Windsor 
Lake Water Treatment Plant, as well as upgrades to the Bay Bulls Big Pond 
Water Treatment Plant. 

 
Details of comparative expenditures can be found in schedule 6 of the Consolidated 
Financial Statements. 

 
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
 
The Consolidated Statement of Financial Position reports the City’s financial and non-
financial resources, obligations and accumulated surplus as at December 31, 2007, on 
a comparative basis.  This statement read in conjunction with the referenced notes to 
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the consolidated financial statements, provides an illustration of the City’s ability to 
finance its activities and meet its liabilities and commitments. 
 
Significant items on the Consolidated Statement of Financial Position includes, in both 
“cash and cash equivalents” and in “payables and accruals”  (under “Deposits and 
Prepayments”), the $18,382,000 received to date under the Federal Public Transit 
Fund.  This money was received before year end and represents a liability until such 
time as it is expended in accordance with the funding agreement.  This money will be 
used to construct a new Metrobus Depot with maintenance and storage facilities, as 
well as administrative office space.  In “Accounts Receivable”. the amounts receivable 
from other governments consist primarily of amounts expended in cost shared capital 
projects but not recovered from the other levels of government at year end.  The 
“Portfolio Investment (Sinking Funds)” is the accumulated principal payments and 
income earned under the terms of the City’s Debenture debt borrowings.  As such they 
represent the payments made under the terms of the debt issuance and must be offset 
against the Debenture debt total.  Similarly, the “Accounts receivable – long term” 
consist primarily of amounts receivable from other levels of government for funds 
borrowed to finance the Provincial share of cost shared capital projects.  The City’s net 
debt payable at December 31, 2007 is therefore $153,907,000, summarized as follows: 
 
        2007   2006
Debenture debt $203,806,000 $188,806,000 
Long term debt     59,074,673     64,289,737  
 $262,880,673 $253,095,737 
Less: Accounts receivable – Long term     61,625,968     72,021,576 
 Portfolio Investment (Sinking Funds)     47,347,623     32,357,793 
  $153,907,082 $148,716,368 
 
The “Employee benefits” liability represents obligations to both current employees and 
to retirees, both current and future.  The largest amount, explained more fully in Note 
11, is for post employment health and life insurance benefits.  This is the current 
calculation of the future cost of paying the premiums for these benefits for current 
employees after their retirement. 
 
The “Tangible Capital Assets” are the City’s physical assets including everything from 
buildings and trucks to water pipes and computers.  During the 2007 fiscal year the City 
spent $83,193,000 on the acquisition of capital assets, broken out as shown in 
Schedule 1. 
 
CONSOLIDATED STATEMENT OF CASH FLOWS 
 
This statement reconciles the cash position of the City over the fiscal year ended 
December 31, 2007 by starting with income earned, adding back amortization of 
tangible capital assets, as well as other non-cash expenditures, adding cash provided 
by borrowing and other financing activities and deducting capital expenditures and 
principal payments on debt. 
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This statement is simplified from that presented in prior years as many of the items 
required to reconcile cash in prior years are now included directly in revenue or 
expenditure as a result of the adoption of accrual accounting. 
 
 
CONSOLIDATED STATEMENT OF NET DEBT 
 
This is a new statement in 2007.  This statement reconciles the net debt year over year  
where net debt is essentially the City’s financial (cash or equivalent) assets less its 
financial liabilities, and reports on the extent to which expenditures (as opposed to 
expenses) in the year have been met by revenues recognized in the year.  Expenditures  
include both payments on debt principal in the year as well as the costs of acquisition of 
tangible capital assets, items which require the outlay of cash but which are not 
considered expenses of the year.  As such, it reports on how such expenditures are 
financed.  In these financial statements, the “Increase in net debt” is $19,741,000 and is 
almost entirely attributable to the acquisition of fixed assets using funds borrowed for 
the purpose  
 
COMPARISON TO BUDGET 
 
The City’s annual operating budget is prepared on a cash flow basis with tax rates set at 
the levels required to cover the cash requirements of the City for the fiscal year.  In prior 
years the City’s consolidated financial statements were also prepared on this basis, 
providing an understandable measure of performance.  The following schedule provides 
a summarized comparison of actual revenues and expenditures for 2007 to the cash 
budgeted amounts for 2007, as well as to the actual expenditure for 2006. 
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CASH BASIS STATEMENT OF REVENUE AND EXPENDITURE

2007 2007 2006
Actual Budget Actual

REVENUE
    Taxation 107,475,203      106,330,790      98,229,596          
    Government grants 19,342,100        18,659,680        13,047,467          
    Sales of goods and services 35,930,449        34,897,990        29,421,454          
    Other revenue from own sources 7,773,378          6,577,100          7,231,594            
    Grants in lieu of taxes 2,984,563          3,310,000          4,110,007            
    Urban living non-profit housing 3,898,143          3,612,430          3,903,727            
    St. John's Sports & Entertainment Ltd. 9,988,176          9,781,090          9,391,551            
    St. John's Transportation Commission 6,001,638          6,123,530          6,074,568            

193,393,650      189,292,610      171,409,964        

EXPENDITURE
    General government services 22,915,534        22,968,970        23,179,290          
    Fiscal services 26,234,983        26,366,640        24,858,084          
    Transportation services 26,455,848        25,734,440        23,929,149          
    Protective services 21,341,542        21,551,830        20,285,363          
    Environmental health services 28,586,402        28,212,370        18,939,799          
    Recreation and cultural services 15,480,532        14,629,980        13,528,472          
    Environmental development services 4,646,218          4,554,130          3,702,416            
    Other 18,725,700        18,856,380        13,812,909          
    Urban living non-profit housing 4,057,233          3,649,820          4,039,251            
    St. John's Sports & Entertainment Ltd. 10,513,278        10,081,390        10,742,488          
    St. John's Transportation Commission 13,390,934        13,024,350        12,307,217          

192,348,204      189,630,300      169,324,438        
Excess of revenue over expenditure
  on cash basis 1,045,446          (337,690)            2,085,526             
 
As indicated, in both 2006 and 2007, the City operated with a small cash surplus.  This 
does not however take into account other expenses that are incurred during the fiscal 
year but which do not require any outlay of cash until future years.  These expenses are 
primarily related to employee benefits provided to retirees such as health and life 
insurance and have been accrued and reported in previous years as other items 
following the reported cash surplus on deficit.  This reporting was a partial step toward 
the full accrual accounting used in the City’s audited consolidated financial statements 
for 2007, which include these items as well as many others required under the new 
mandatory reporting standards. 
 
WHAT THE FINANCIAL STATEMENTS MEAN 
 
Up until 2006, the City’s consolidated financial statements were prepared on a 
consistent basis with the City’s budget, that is, on a cash basis.  Under this approach 
the City budgets for the cash required to operate in a fiscal year and the revenue levels 
required to provide that cash.  Our financial statements were prepared on the same 
basis and provided an obvious and understandable comparison to budget as a measure 
of the City’s financial performance in raising the budgeted cash revenue and spending 
the cash on budgeted expenditures.  In recent years PSAB, the Public Sector 
Accounting Board of the Canadian Institute of Chartered Accountants, has issued new 
accounting rules as noted above that allowed a mixture of cash and accrual reporting.  
This  will culminate in a requirement for full accrual accounting, including fixed assets, to 
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be in place by fiscal years commencing on January 1, 2009 at the latest, although 
earlier adoption of all standards is encouraged.  These statements are prepared on the 
full accrual basis. 
 
Under the full accrual accounting rules now in place and disclosed in the notes to the 
consolidated financial statements, the City is showing an operating surplus for the 2007 
fiscal year of $43,273,448 versus the $1,045,446 surplus generated under cash basis 
accounting.  The major contributing factors to this increase in annual surplus, and 
indeed to the $413,243,929 accumulated surplus, relate to the City’s fixed or tangible 
capital assets and the related capital grants from other levels of government and the 
related debt service payments.  Specifically, they include: 
 
(a) $ 39,170,000 in capital grants recorded as revenue in the current year.  In 

previous  years these would have been reflected as a reduction in the cost of the 
purchased assets and would not impact on the Statement of Operations at all. 

 
(b) The exclusion of the purchase of fixed  assets from the Statement of Operations 

and the inclusion of amortization as disclosed in Schedule 1 to the consolidated 
financial statements. 

 
(c) The exclusion of payments on the principal balances of long term debt from the 

Statement of Operations.   
 
An understanding of these results therefore has to take into account the physical assets 
of the City their age and the source of financing used, in addition to the financial assets, 
the primary justification for these changes in accounting rules.  What this means, 
therefore, can be summarized as follows: 
 

- the City has spent a great deal of money on the acquisition of fixed or tangible 
assets in recent years and has received substantial capital contributions 
towards those expenditures from third parties, primarily the Federal and 
Provincial governments.   

 
- the surplus which has been generated is based on tangible capital assets,      

which are held indefinitely and are used to provide services to residents and 
are not available for sale to generate cash. 

 
- the City was able to achieve a cash surplus on operations and is in good 

financial condition but does not have $43,000,000 in cash available for future 
operations. 

 
This accounting approach, which treats municipalities and municipal accounting on the 
same basis as profit oriented enterprises has a different goal from that of profit oriented 
enterprises in which a measure of profitability, and therefore value to shareholders, is 
the primary goal.  Although the basic concept of matching expense to the period 
incurred is the same, for municipalities the primary goal is accountability and 
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accountability in a very broad sense.  This includes not only the basic handling of cash 
funds provided by taxpayers and by other levels of government but also how those 
funds are used to ensure that the municipalities’ physical assets are maintained as 
required, replaced as appropriate and financed responsibly.  These statements are 
intended to provide that information to current and future readers and to provide an 
objective measure of the City’s performance in achieving accountability for all its assets. 
 
 
 
 
 
Robert G. Bishop, C.A. 
Director of Finance 
and City Treasurer



 
January 8, 2009 
 
 
 
RESPONSIBILITY FOR FINANCIAL REPORTING 
 
The accompanying Consolidated Financial Statements and all other information 
contained in this Annual Report are the responsibility of the management of The City of 
St. John’s.  The preparation of periodic financial statements involves the use of 
estimates and approximations because the precise determination of financial 
information frequently depends on future events.  These Consolidated Financial 
Statements have been prepared by management within reasonable limits of materiality 
and within the framework of Canadian generally accepted accounting principles for 
governments established by the Public Sector Accounting Board of the Canadian 
Institute of Chartered Accountants. 
 
In carrying out its responsibilities, management maintains appropriate systems of 
internal and administrative controls designed to provide reasonable assurance that 
transactions are executed in accordance with proper authorization, that assets are 
properly accounted for and safeguarded and that financial information produced is 
relevant and reliable. 
 
Prior to their submission to Council, the Consolidated Financial Statements have been 
reviewed and approved by the City’s Audit Committee. 
 
Deloitte & Touche LLP, Chartered Accountants, as the City’s appointed external 
auditors, have audited the Consolidated Financial Statements.  The Auditors’ Report is 
addressed to the Mayor and Councillors and appears in the following pages.  Their 
opinion is based upon an examination conducted in accordance with Canadian 
generally accepted auditing standards, performing such tests and other procedures as 
they consider necessary to obtain reasonable assurance that the Consolidated 
Financial Statements are free of material misstatement and present fairly the financial 
position and results of operations of the City in accordance with Canadian generally 
accepted accounting principles. 
 
 
 
Robert G. Bishop, C.A. 
Director of Finance 
and City Treasurer 
 


































































