
 
Financial statement discussion and analysis 

 
 
The consolidated financial statements provide a picture of the Town’s financial 
position as at December 31, 2013 and report the revenue and expenses for the 
year.  Besides the Town of Newmarket, the statements also include: 
 

•  Newmarket Public Library Board; 
•  The Main Street District Business Improvement Association; 
•  The Town’s proportionate share of the joint venture with the Town of 

Aurora – Central York Fire Services   
 
The Town’s investment in Newmarket Hydro Holdings Inc. is accounted for on a 
modified equity basis.   

 
Themes reflected in the consolidated statements include: 
 

• Investment strategy  
• Capital financing sustainability strategy 
• Fiscal planning 
• Changes in PSAB reporting requirements - the restatement of the prior 

year to reclassify tax concessions and write offs from expenses to a 
reduction in tax  
 
 

201 3 Financial Indicators 
 2013 2012 

   

Financial Position $499,830,879 $483,084,029 
    

 Receivables as % of total taxes levied 
 

3.98% 
 

4.00% 
 

 Asset consumption ratio 35.16% 34.3% 
    Capital reserves as a % of accumulated 

 amortization 6.12% 6.11% 
    

 
Capital reserve contribution/amortization 86.41% 88.34% 
   

 Debt service costs as a % of own source 
 revenues 5.19% 5.76% 
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Financial Position: 
This term refers to the remaining assets in excess of all liabilities. Positive 
balances indicate the Town's ability to cover debt obligations and to have funds 
set aside for future sustainability. Year over year the Town has improved this 
ratio from 2009.  Continued focus on increasing assets and tangible capital asset 
additions and replacements, while lowering liabilities will keep this indicator on a 
positive trend. 
 
  
Receivables as % of taxes levied: 
Uncollected property taxes as a percentage of total taxes charged is a good 
indication of the strength of the local economy and the ability of the community to 
pay their annual taxes. The Town has a low ratio showing good economic health, 
increased liquidity, and strong controls over tax collection.  The Ministry of 
Municipal Affairs and Housing considers a ratio below 10% to be low risk and 
recognizes the Town as an example of best practice.  In a survey of 23 
municipalities in the Greater Toronto Area from the 2013 BMA study, the average 
was 6.8%.   
 
 
Asset consumption ratio: 
The asset consumption ratio expresses the accumulated amortization of  
depreciable assets as a percentage of the total reported value of depreciable 
assets. This ratio highlights the aged condition of the Town’s physical assets and 
potential asset replacement needs.  Out of 95 municipalities in the 2013 BMA 
study the average was 33.0% 
 
 
Capital reserve as % of accumulated amortization, and % of reserve 
contribution: 
These two ratios show the level of reserve funding for future capital purposes 
compared to the total depreciation to date and to the current rate of amortization. 
The more the Town funds capital reserves as compared to the annual 
amortization expense, the less the infrastructure gap grows. 
 
The breakdown of the capital reserve contribution/amortization at the end of 2013 
was as follows: 
 

Tax-supported       73.9% 
Utility supported        98.7% 

 
 
Debt service costs as % of own source revenues: 
This ratio indicates the extent to which the Town's own source revenues are 
committed to debt charges.  The Ministry of Municipal Affairs and Housing 
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considers a ratio between 5% and 10% to be a moderate risk.  This is the same 
calculation as used for the Annual Repayment Limit.    
                                             
Consolidated statement of financial position: 
Highlights 
 

The statement of financial position is similar to a private enterprise’s balance 
sheet. It reports the municipality’s financial position at the end of the accounting 
period (December 31). 

Cash  
 
The Town ended the year with a cash position $8.1 million higher than that of 
2012 and $2.4 million higher than the year-end position budgeted.  This was the 
result of several factors.  Contributions from developers, at $10.8 million, were 
$6.9 million higher than the budget and $4.1 million more than 2012’s level of 
$6.7 million.  $5.0 million was spend on capital repairs and maintenance 
compared to a budget of $6.5 million and 2012’s level of $5.5 million.  $11.8 
million out of a budget of $19.6 million was spent on capital projects; $10.1 
million was spent in 2012.  $5 million was invested in a two year non-redeemable 
guaranteed investment certificate, the first traditional investment after the 
completion of our investment strategy.        
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Net Financial Assets: 
 
The difference between financial assets and liabilities is a strong measure of the 
financial position of the Town.  Positive balances indicate the Town’s ability to 
meet long term commitments and have funds set aside for future sustainability.   
 
The Town’s net financial assets have increased from 2012 by $9.8 million.  
Development charges collected from developers exceeded last year’s level and 
the budget. Funding of $1.9 million (budget $2.3 million) was applied to the 
associated capital projects.   $12.1 million in tangible capital assets were 
acquired and $27.7 million in capital projects was carried over to 2014.  One of 
the recommendations from the Capital Financing Sustainability Strategy is multi-
year budgeting which should improve our budgeting of capital expenditures and 
significantly reduce capital carryovers.  Building permits, at $3.0 million, were 
higher than 2012’s level of $2.6 million and 195% higher than the budget of $1 
million.  Even after deferring unearned building permit revenue of $669,000 
received in the last quarter, we were able to transfer $1.7 million to the Building 
Permit Reserve.  Last year’s deferred building permit fees of $1.1 million were 
recognized in the 4th quarter of 2013.          
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Deferred revenue 
 
Deferred revenue represents unexpended development charge and engineering 
administration revenues, unspent restricted grants from the Federal and 
Provincial governments, and prepaid building permit revenue.  In 2013, the Town 
collected $10.8 million in contributions from developers.  $13.0 million was 
recognized as income, including $9.9 million of tangible capital assets transferred 
to the Town from developers.  These contributed assets are not budgeted for.  In 
2012 $6.7 million was collected from developers.  $10.3 million was recognized 
as revenue, $5.1 million of which was tangible capital assets assumed by the 
Town.        
 

 
 
Prior to 2011 the gas tax and engineering administration reserves were included 
in accumulated surplus.    
 
 
Long-term debt    
 
A significant component of the financial liabilities is the Town’s long-term debt.  In 
accordance with the Town’s Debt Policy, the amount of debt is limited to the 
purchase of land and other capital assets when other sources of financing are 
not available.  The Policy also limits the servicing limit (principle and interest) to 
10% of the Town’s own source revenues which is lower than the 25% limit that 
the province allows municipalities.  In 2013, the Town’s actual debt servicing was 
5.3% (2012 – 5.8%) - well within policy limits.  At an annual interest rate of 5% 
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with a term of 20 years the Town could borrow another $56.4 million and still 
remain within its 10% debt servicing (borrowing) limit.  $2.6 million of principal 
was repaid in 2013. 
 

 
 
The Town’s long-term debt position reflects the pattern of investment in major 
infrastructure projects.  In 2014, $2.8 million of debt retirement is expected.  Debt 
represents 10.4% of the net book value of Town’s tangible capital assets (2012 – 
11.2%).  
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Non-financial assets 
 
 

 
 
 
The 2013 capital budget was $41.2 million, including carry-overs of $25.5 million.  
$39.1 million of the $41.2 million were expenditures for tangible capital assets 
(TCA), with the remainder being major repair and maintenance expenses, annual 
program costs, and items below the threshold for TCA.  Of the TCA budget, 50% 
or $19.6 million was projected to be completed in 2013.  However, only $12.1 
million (31%) of TCA were added in 2013. 
 
One of the Town’s goals was to develop a sustainable capital financing strategy.  
The first part of the review has been done and included a review of the Town’s 
asset replacement funds to determine what the financial requirements will be to 
replace the Town’s assets and how the Town’s annual contributions to these 
reserve funds compare.  A capital levy of 0.8% was added to the 2013 tax levy to 
start to address the infrastructure deficit.  This amount, $363,773, was also 
included in the 2014 budget, as well as another .74% ($358,000).   
 
The Town has a TCA policy and consideration is being given to adjusting the life 
expectancy of some infrastructure categories, in light of recommendations 
coming out of the Capital Financing Sustainability Strategy and our historical 
spending patterns.  An asset management plan is being developed and system 
software is being researched.    
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The Town increased their tangible capital assets by $12.1 million in 2013 
compared to $10.1 million in 2012.  In 2013, many road rehabilitation projects 
were completed, a replacement Platform Truck was acquired, $1.3 million was 
spent on the Old Town Hall Restoration, and $1.2 million was spent on the 
Honeywell Streetlight Retrofit.   
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 Accumulated surplus 
 
The accumulated surplus is the Town’s ending net position of assets in excess of 
liabilities.  The three most significant components of the accumulated surplus are 
the investment in tangible capital assets, the Town’s equity in Newmarket Hydro 
Holdings Inc., and reserves and reserve funds. 
 
 
 
THE CORPORATION OF THE TOWN OF NEWMARKET 
Notes to the Consolidated Financial Statements 
December 31, 2013 
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Reserve and reserve funds 
 
Reserve and reserve funds are used to set aside funding for the future 
replacement of the Town’s assets, as well as other expected and unexpected 
obligations.  It is a key component of the Town’s strategy of being financially 
sustainable.  They also help to minimize potential fluctuations in the tax rate, 
which is commonly referred to as Rate Stabilization.    
 
The five year picture shows that beginning in 2011 a significant increase in the 
reserves and reserve funds were achieved.  In 2011, the increase is comprised 
of $2 million in debt financing received from FCM, $770,000 from the Park Shop 
sale and $2 million in allocated but unspent ARF contributions.  In 2012 the Town 
increased several operating contingency reserves, nearly $1.4 million was added 
to the Building Permits Reserve and there continued to be large allocated but 
unspent ARF contributions.  In 2013 another $1.65 million was added to the 
Building Permits Reserve and designated capital reserve funds increased due to 
the sale of the Rawluk Property.  Discretionary operating reserves increased due 
to the transfer of the receipt of a $500,000 supplementary dividend from 
Newmarket Hydro Holdings and operational contingency reserves were 
increased for the Ontario Municipal Board hearing associated with property along 
the Yonge/Davis corridor.     
 
 

 
 



 11 

The total of the Town’s reserves and reserve funds at the end of 2013 was $47.7 
million, an increase of $7.6 million from the beginning of the year. 
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Consolidated statement of operations and surplus: 
Highlights 
 
The consolidated statement of operations reports the annual surplus or deficit 
from operations during the year.  The statement shows the revenues recognized, 
the cost of government services provided, and the difference between them. 
 
 

ANNUAL SURPLUS RECONCILIATION 
Surplus based on operating fund                 289  
Add:  Principal payment on long-term debt           2,667,334  
          Contributed tangible capital assets           10,500,800  
          Capital Fund revenues           1,892,707  
          Acquisition of tangible capital assets          12,140,391  
          Reserves and reserve fund revenues           4,307,973  
          Net equity in earnings of Newmarket Hydro Holdings Inc.           1,343,532  
Less: Financing from future revenue            (214,345) 
          Amortization expenses      (15,294,143) 
          Loss on disposal of tangible capital assets            (597,688) 
Surplus Per Consolidated Statement of Operations    16,746,850 

 
 
 
Expenses 
 
The Town provides a wide variety of municipal services to its residents.  The 
chart below provides an overview of these services and shows the relative 
proportion of the Town’s budget that is allocated to these services.   
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Some of the major services included in each category are: 
 
General government: Finance, Human Resources, Information Technology, 
Communications, Legal, Customer Services, Clerks Office, Council and 
Executive Office expenses 
 
Protection to persons and property: Fire services, Licensing, and Bylaw 
Enforcement 
 
Transportation services: Roads and Road Maintenance, Snowplowing, 
Operations and Capital Projects Engineering 
 
Environmental services: Water and Wastewater Services, and Solid Waste 
Collection  
 
Recreational and cultural services: Programs and Facility costs at all 
Recreation Centres, Parks Maintenance, Library, Theatre and Museum 
 
Planning and development: Planning and Building, Engineering and 
Development, and Economic Development 
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Schedule 2 to the Consolidated Financial Statements (pages 27-29) shows a 
breakdown of these costs by service bundle.   
 
Some highlights of the Town’s 2013 expenses include: 
 
• Salaries, wages and benefits are the most significant component of the 

Town’s costs and have increased by $2.3 million over 2012.  There was an 
economic increase of 1.0% and the OMERS increase represented .9% of 
wages.  Salaries and benefits for Central York Fire Services were 3% in 2013 
and included an accrual for the projected award.      

• Materials, goods and supplies were 9.2% higher than 2012 levels.  Minor 
capital, water meters, and repairs and maintenance, other than major capital 
repairs and maintenance and annual programs, are included here.   

• Contracted and general services have increased by 7.2% from 2012 levels.  
Both cost and volume increases were factors. Charges from the Region for 
water and wastewater are the biggest component of this expense category.  
Rate increases of 10% were partially offset by a 1.5% decrease in 
consumption volumes.  The Town adopted its first 6 year water and 
wastewater financial plan in 2012.  A deficit was recognized in 2013.  The 
water and wastewater rate stabilization reserve funds were depleted and 
transfers to the asset replacement fund were reduced by $763,627 to offset 
the deficit.  The 6 year plan will be updated based on the Town’s actual 
results. 

• Rents and financial expenses were 15% higher due mainly to higher costs for 
labour relation matters at Central York Fire Services.  

• Capital repairs and maintenance includes capital expenses that do not meet 
the definition of TCA and annual maintenance programs.  Some examples 
include parks spot improvements, playground equipment replacement, 
playground resurfacing, sidewalk spot repairs, and trail rehabilitation.  These 
expenses were $858,000 or 11.5% lower than 2012 levels.   

• Amortization has increased by 1.5% over 2012 due to additions of new 
tangible capital assets.  

• After the audit and the preparation of the financial statements, a supplemental 
assessment was received from our previous insurance carrier – Ontario 
Municipal Insurance Exchange (OMEX).  This assessment was required due 
to growing damage awards and larger resulting settlements for the period 
2002 to 2012.  The supplemental assessment, in the amount of $877,624, 
including 8% PST, is due January 2015.  All the affected municipalities are 
going to review how this supplemental assessment was calculated.  This 
event was not included in the 2013 results, but was disclosed in the notes to 
the financial statements as a subsequent event.   
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Revenues 
 
The Town pays for the services it delivers through a variety of revenue streams 
including property taxes, user charges, government transfers, contributions from 
developers, investment income; fines, penalties and interest; rent, land sales, 
and the sale of goods. 
 

 
 
Revenue highlights for 2013 include: 
 
• Property taxes as a percentage of the Town’s revenue have decreased, due 

to the reclassification of tax concessions and write offs from expenses to a 
reduction in tax revenue.  This is consistent with reporting in the Financial 
Information Return (FIR).  Because supplementary taxes are difficult to 
predict and sustain, a conservative amount of $391,000 was budgeted in 
2013.  Actual collections in 2013 were $1,224,000 which was well above 
2012’s level of $402,000, 2011’s level of $686,000, and higher than 2010’s 
level of $974,000.  This surplus allowed the operating fund to transfer 
additional funds to reserves.  Write offs, which reduce tax revenues, were 
higher than budget and the prior year.  There were 3 additional charities that 
applied for the Registered Charities rebate in 2013; vacancy rebates were 
lower than in 2012. There was a large write off in 2013 on a developed piece 
of property.  Although the taxes were written off on this property, bills were 
issued to all the individual property owners which explained a large part of the 
increase in supplementary taxes.      



 16 

• User charges include water and wastewater revenues, recreation program 
revenues, license fees, and building permit fees.  The majority of user 
charges are water and waste water revenues where the average resident’s 
bill increased by 8.4% from 2012, due to a combination of an increase in 
consumption fees of 4% for water and 6% for wastewater and an increase of 
$2 to the basic monthly charge for each.  Building permit revenues were 15% 
higher than in 2012 and more than double the budgeted amount, due to 
volume.  There has been no price increase to the fees since 2010.  A review 
of the reserve, which has continued to increase over the last several years, 
will be undertaken.  Fees and charges for recreation and culture programs 
and services were increased an average of 2.5% over 2012.   

 
 

 
 

• Government transfers were 197% below budget, but 52% higher than 2012 
levels.  Most grant funding is only received after costs have been incurred.  
Unanticipated issues with the foundation resulted in additional delays on the 
Old Town Hall Restoration project which will receive $1.7 million from each of 
the Provincial and Federal governments.  Road rehabilitation projects 
financed from the Federal Gas Tax were also lower than budget by $1.9 
million.  Multi-year capital budgeting, a key recommendation coming out of 
the Capital Financing Sustainability Strategy, should result in more accurate 
budgeting of expenditures and the related financing. 



 17 

• Contributions from developers were $2.7 million higher than in 2012 and $9.1 
million over budget.  Tangible capital assets equaling $10.5 million were 
constructed between 2002 and 2006 and contributed to the Town in 2013. 
The contributed assets included many road segments and the associated 
infrastructure, as well as some land, street lighting, a sanitary sewer pumping 
station.  The assumption of subdivisions is not budgeted for, as the amounts 
and timing are difficult to predict (see the green line on the chart below).  
Capital fund developer contributions are mostly development charges (DC’s) 
and are driven by financing requirements for capital projects.  $932,000 in DC 
funding for capital projects has been carried forward for use in 2014.  
Contributions by developers to reserve funds were 13% under the budgeted 
level.  The voluntary trails levy brought in only $202,000 compared to a 
budget of $600,000 and $1,279,000 in 2012.  The budgets are fiscally prudent 
in these areas due to the unpredictability of results.   
 

 
 

• Lower interest was earned on the Operating Fund which came in $61,000 
below budget.  Reserve Fund balances were higher than expected due to 
lower capital spending and earned an additional $392,000.  In 2013 we 
implemented our investment strategy which yielded a return on investment of 
$88,171.  This was $59,767 above our benchmark return- prime less 1.75%, 
the amount we currently earn on our bank balances.  Our investments 
included the purchase of a $5,000,000 million 2 year non-redeemable GIC, as 
well as a number of non-traditional investments – loan for the deferral of 
development charges and planning fees, loan to a user group, and the 
installation of solar panels.  An unbudgeted $500,000 supplementary dividend 
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from Hydro was received at year-end.  Consistent with past practise, this 
amount was transferred to the Hydro Dividend Reserve.  Rent and Other is 
impacted by capital projects and came within $86,000 of budget, mostly due 
to several unbudgeted amounts.  $662,000 from future parking revenue for 
Property Acquisition along Holland River was not realized in 2011, 2012 or 
this year and has been carried forward.  An unbudgeted amount of $317,000 
was received from the Region as a credit for flushing in the Bales area.  The 
Customer Services Centre earned almost $100,000 from the Region for a 
waste management project, a New Experimental Experience Rating (NEER) 
refund was received for 2012 ($113,000), and contributions of $128,000 were 
received from the Region for the VIVA Next project.             

• Budgeted Land sales includes the sale of the Rawluk property which was 
finalized in early 2013.  The difference between the budget and actual is the 
cost of the property, as well as sales costs.  The Land sale in 2012 was the 
Bogartown curve.     

• Gains (losses) on the disposal of tangible capital assets are not budgeted.  
However, when roads, trails or walkways are reconstructed any remaining 
unamortized cost represents a loss, as there are no proceeds.  In 2013 net 
losses were recognized due to road and the underlying infrastructure 
reconstruction.  Gains are typically recognized on the disposal of vehicles, 
due to their condition.       
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