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1 - What is the timeline required?
2 - Is a "qualified opinion" acceptable (RE asset retirement/decommissioning)?
3 - How do I reconcile these statements against our Operating, Capital and W&S budgets?
4 - Specific notes on Consolidated Financial Statements
5 - Future bookkeeping tips

[bookmark: _4at7rf5a0uuw]1 - What is the timeline required?
The final audited statements are due end-September to mid-October.

As per this webpage:
· SEPTEMBER 30: Receive audited Financial Statements from auditor
· OCTOBER 15: Submit current Financial Statements and Annual Municipal Information Return (AMIR) to Council and the Minister 
· OCTOBER 31: Make Financial Statements public (website/Facebook)
[bookmark: _u1u4qtkrs6ad]2 - Is a "qualified opinion" acceptable (RE asset retirement/decommissioning)? 
There is a new Canadian audit standard on 'retirement of tangible capital assets' (which Tara informed us about at, I recall, the February or March Council meeting) which involves considering the cost of decommissioning our buildings/assets (for example, asking whether asbestos is present in older buildings). This is about establishing if there is a long-term liability associated with a potential future retirement of municipal assets. 
For the RMV, I did not have the capacity/resources available to provide adequate information available on the history of our assets, so Tara was unable to assess this aspect, hence her opinion is 'qualified' rather than 'clean'. See page (1) of her report for her qualification, in the Consolidated Financial Statements doc, after the cover page and preface.
I asked Danny at Municipal Affairs if this was OK or not. This is his response (my emphasis added):
"The short answer is no, statements with a qualified opinion are not satisfactory, in the longer term.
We would like to see the statements unqualified, but if you have not done the engineering work to determine if retirement obligations exist, we would not consider this to be a critical deficiency, in the short term.
We expect the municipality to take corrective measures to ensure statements are PSAB compliant, but in the interest of expediency, a qualified opinion for the current fiscal year would be acceptable.  
We expect Victoria council is taking proactive steps to remove the qualification for your next fiscal year audit."
There was recently a webinar by the Federation of Canadian Municipalities (FCM) providing some advice on how best to do the work to meet this requirement. I'm going to watch the recording when I can, and do some research with other municipalities, so we can start work towards meeting this requirement next year.
Tara suggested that we could engage Altech engineers for an Asbestos review of the municipality’s buildings, and that we ask Stantec (our W&S engineers) to create a basic estimate of the cost to decommission our sewage treatment facility. She also suggested that we could ask FPEIM to canvass what other communities on PEI are doing about this new requirement, and to advocate for provincial funding through the department in order to meet the new requirements.

[bookmark: _qbbf8aga7gek]3 - How do I reconcile these statements against our Operating, Capital and W&S budgets?
This was confusing for me at first, as I had incorrectly expected the audit to reflect the way our budget was presented, separating the Operating, Capital and W&S budgets as we did in March.
However, my confusion lessened dramatically once Tara explained that Public Sector Accounting Standards require a ‘consolidated’ financial statement - so all three are combined in one. 
The audited financial statements also include depreciation, whereas our budgets require a balance/surplus in cash only.
[bookmark: _gmaysxq24mht]4 - Specific notes on Consolidated Financial Statements
See also the Auditor’s own numbered notes, starting on page (8). Here I provide the ‘coles notes’ version to hopefully help Councillors digest the reports a little more efficiently.
Management report (preface page)
· Includes the line “These systems are to be monitored and evaluated by management by Council's Finance and Audit Committee.” … this line should either be removed, as we have no such committee, or such a committee should be struck. I suggest the former, as I have concerns about staff’s capacity to operate another committee of Council.
Page (3) - Consolidated Statement of Financial Position (ie, ‘what was in the bank/on the books on March 31, 2023’?)
· $401k in both Assets (Restricted Cash) and Liabilities (Deferred Revenue) is the CCBF (formerly known as ‘Gas Tax’) funding, ie, the Capital budget. It appears in both places because:
· a) it is an ‘asset’ that we currently have in our bank accounts, but
· b) it is a ‘liability’ because it is tied to us actually doing the Capital projects - if we don’t do the projects, we have to give the money back.
· The bulk of the $43k in Accounts Receivable is $24k in unpaid W&S bills, plus $15k in the MASP government grant, both of which were paid/started to be paid early in the current FY. (Details are on page 11, in note 3)
· Accounts Payable was high because a $20k Stantec bill for engineering work on the W&S projects was unpaid at the end of the FY. Now paid.
· The Long-term Debt (see page 12, note 7) is, I believe (TBC), the loan that the municipality took on in 2008-ish for the Water & Sewer system installation, and for a property purchase. As per note 7, those loans will be fully paid out in 4 years time - which will mean an additional $12k available for operational funds per year, after they are paid off.
· Overall, we are in a net-debt cash position (given our loans/lines of credit with the banks), but it is an improvement on the previous year.
· Non-financial assets of $4.4mil is our buildings & W&S infrastructure. It’s separated from the cash position as municipalities are not usually selling capital assets to generate income to pay for operations! The $2k in prepaid expenses is insurance.

Page (5) - Consolidated statement of operations (ie, difference between our revenue and expenses in FY2022-23)
· Revenue was $338k for FY2022-23, compared to $249k the previous year. Big difference!
· Largely because of the Sustainability Study (see line Gov’t transfers for Operations, and note 10), which was paid by CCBF (Capital) funds, but $57k was allowed to be transferred to and spent out of Operational Expenses. ($27k more than budgeted)

· Expenses were $434k vs $370 the previous year, for the same reason, the Sustainability Study, which was included under the ‘General Government’ budget line, plus unexpected legal advice of $8-10k to inform the municipality’s position on an IRAC appeal.

· The apparent loss of $96k was at first a bit shocking to me, because at the end of March, Marsha and an had forecast a balanced Operations budget, and an $18k surplus in Water & Sewer. However, I was relieved to learn from Tara that the $96k includes $117k in Amortization/depreciation of assets (see page (15), Expenditures, Amortization) . Therefore, this amount actually reflects a cash surplus of $21k across Operations & W&S combined, which matches with our budget forecast.
· On page 15, Amortization “Other” is the Seawall work.

· Gov’t transfers for Capital (note 10), $49.3k, is the wharf infrastructure engineering work. (Spent on capital, and therefore the CCBF income was received.)


The “Other information” doc contains the Adjusting Journal Entries at the end.


[bookmark: _rmje5i1l9j8i]5 - Future bookkeeping tips
It isn’t formally part of Tara’s role to recommend changes in bookkeeping practices for improved internal controls. 

We might consider in future using SAGE’s ‘departments’ function to more easily track total expenses for services that are common across many of our buildings, for example:
· Repairs & Maintenance
· Lawnmowing
· Electricity
· Water & Sewer

Anna is still hoping to be able to improve budget forecasting practices, but needs to do some research about the best ways to achieve this.



