APPENDIX C: GLOSSARY

Accrued Benefit Obligation: see Employee Benefits Liability — Gross.
Accrued Benefit Liability: see Employee Benefits Liability — Net.

Accrual Accounting: the accrual basis of accounting recognizes revenues as they are
earned and measurable; expenses are recognized as they are incurred and measurable as a
result of receipt of goods or services and the creation of a legal obligation to pay. This is also
known as the full accrual basis of accounting. Prior to 2009, municipal governments did not
capitalize tangible capital assets and recorded them as expenditures. This was the only
exception to the accrual basis of accounting and therefore municipal accounting was previously
referred to as the modified accrual basis of accounting.

Accumulated amortization: the sum of all amortization expensed on a given asset or
asset class to-date.

Accumulated surplus: the difference between the City’s financial and non-financial assets
and its liabilities. The accumulated surplus represents the net financial and physical assets /
resources available to provide future services. It is the sum of amounts invested in: tangible
capital assets; the operating, capital, reserve and reserve funds; net of amounts to be recovered
from future revenues.

Agencies and Corporations: The City's agencies, boards and corporations are referred to
as agencies and corporations.

Amortization expense: annual charge to expense to represent allocation of an asset’s cost
over its useful life.

Amounts to be recovered: the sum of items that have not been included in previous
budgets and that will be recovered from future rates or taxes. Amounts to be recovered consist of
outstanding debt, unfunded future employment costs, unfunded landfill post-closure costs, as well
as unfunded environmental, property and liability claims.

Assets: have three essential characteristics: (a) they embody a future benefit that involves a
capacity, singly or in combination with other assets, to provide future net cash flows, or to provide
goods and services; (b) the government can control access to the benefit; and (c) the transaction
or event giving rise to the government's control of the benefit has already occurred.

Bankers Acceptance (BA): A short-term debt instrument that is guaranteed by a
commercial bank.

BOG: the Board of Governors of Exhibition Place

Budget - operating: an outline of the government’s operating revenue and expense plan for
the upcoming year. The Operating Budget is formally presented early each year, and is subject
to public consultation and debate prior to approval. Separate operating budgets are prepared for
the tax supported and each of the rate supported areas. The Operating Budget sets out the
amount of taxes to be collected for the year, as well as fees to be charged and authorized
expenses.

Budget - capital: an outline of the government’s capital revenue and expense plans for the
upcoming year. Certain capital projects are budgeted on a life-to-date basis.

Business Improvement Area (BIA): A Business Improvement Area is an association of
commercial property owners and tenants within a defined area who work in partnership with the
City to create thriving, competitive, and safe business areas that attract shoppers, diners, tourists,
and new businesses.

CICA: the Canadian Institute of Chartered Accountants. The CICA conducts research into
current business issues and supports the setting of accounting, auditing and assurance standards
for business, not-for-profit organizations and government.

City of Toronto Act, 2006: an Ontario Statute that outlines the broad permissive powers of
the City of Toronto to pass by-laws that range from public safety, to the City’s economic, social
and environmental well being.

COLA: Cost of Living Adjustment



Consolidated statements: financial statements which include all of the entities controlled
by the City.

Consolidation: inclusion of all entities controlled by the City, except for those which qualify as
government business enterprises, on a line-by-line basis in the City’s financial statements.
Contingent Liabilities: possible obligations that may result in the future sacrifice of
economic benefits arising from existing conditions or situations involving uncertainty. The
uncertainty will ultimately be resolved when one or more future events not wholly within the
government's control occur or fail to occur. Resolution of the uncertainty will confirm the
incurrence or non-incurrence of a liability.

Contra-account: an account in the financial records that offsets or reduces the balance of a
related account. For example, Accumulated Amortization of an asset class is contra to the
Tangible Capital Asset account for that same class.

Contractual Obligations: obligations of a government to others that will become liabilities
when the terms of a contract or agreement are met.

CVA: Under Current Value Assessment a property is assessed for tax purposes at the price
that it would be expected to sell for by a willing seller to a willing buyer at the assessment date.
DBRS: is a credit rating agency know as Dominion Bond Rating Service (DBRS). Itis a bond
rating service.

Debenture: a debt instrument where the issuer promises to pay interest and repay the
principal by the maturity date. It is unsecured, meaning there is no lien on any specific asset.
Debt: a financial obligation to another entity from borrowing money.

Deferred revenue: amounts received regarding obligatory reserve funds or funds with other
internal or external restrictions, which have remained unspent at year end. These amounts are
shown with liabilities and are recognized in revenue when the revenues are earned, which may
include spending the monies for their intended purpose.

Deficit: the amount, if any, by which government expenses exceed revenues in any given year.
Unlike the senior levels of government, municipalities cannot budget to run a deficit.
Derivatives: financial contracts that derive their value from other underlying instruments.
TCHC has used a derivative to hedge interest costs.

Employee Benefits Liability - Gross: the present value of the expected payouts for
benefits which employees have earned at year end. This amount is calculated by the City’s
actuaries every three years, and updated based on actual data between valuations.
Employee Benefits Liability - Net: the amount recorded in the Statement of Financial
Position representing the present value of the expected payouts for benefits which employees
have earned at year end, after allowing for the required smoothing of actuarial gains and losses.
PSAB requires amortization of each actuarial gain or loss over the Expected Average Remaining
Service Life of the employee group, at the time of the actuarial valuation. This net liability may be
lower than the gross liability when actuarial losses exceed gains, or larger than the gross liability
when gains exceed losses.

Fair Value: the price that would be agreed upon in an arm’s length transaction and in an open
market between knowledgeable, willing parties who are under no compulsion to act. It is not the
effect of a forced or liquidation sale.

Financial Assets: assets that could be used to discharge existing liabilities or finance future
operations and are not for consumption in the normal course of operations. Financial assets
include cash; an asset that is convertible to cash; a contractual right to receive cash or another
financial asset from another party; a temporary or portfolio investment; and a financial claim on an
outside organization or individual.

Fiscal Year: the City of Toronto’s fiscal year runs from January 1 to December 31.

GAAP: generally accepted accounting principles, as laid out in the relevant Handbook — the
Public Sector Accounting Handbook for government organizations and the CICA Handbook or
IFRS for Government Business Enterprises.



GAAS: generally accepted auditing standards. Standards established by Canadian Institute of
Chartered Accountants (CICA) for use by public accountants when conducting external audits of
the financial statements.

Government Business Enterprise (GBE): an organization that has all of the following
characteristics: a) it is a separate legal entity with the power to contract in its own name and that
can sue and be sued; b) it has been delegated the financial and operational authority to carry on
a business; c) it sells goods and services to individuals and organizations outside of the
government reporting entity as its principal activity; and d) it can, in the normal course of its
operations, maintain its operations and meet its liabilities from revenues received from sources
outside of the government reporting entity. Government business enterprises are accounted for
under the modified equity method.

Hedging: a strategy to minimize the risk of loss on an asset (or a liability) from market
fluctuations such as interest rate or foreign exchange rate changes. This is accomplished by
entering into offsetting commitments with the expectation that a future change in the value of the
hedging instrument will offset the change in the value of the asset (or the liability).

IAS: International Accounting Standards

Indemnity: an agreement whereby one party agrees to compensate another party for any loss
suffered by that party. The City can either seek or provide indemnification.

Infrastructure: the facilities, systems and equipment required to provide public services and
support private sector economic activity including network infrastructure (e.g., roads, bridges,
water and wastewater systems, large information technology systems), buildings (e.g., hospitals,
schools, courts), and machinery and equipment (e.g., medical equipment, research equipment).
International Financial Reporting Standards (IFRS): Government Business
Enterprises must follow IFRS for fiscal years beginning on or after January 1, 2011. Other
government organizations may also choose to follow IFRS. IFRS reporting is also mandatory for
publicly accountable (non-government) enterprises beginning in 2011. IFRSs are now available
in part | of the CICA Handbook.

Jointly Sponsored Pension Plan: a jointly sponsored pension plan is a pension plan
where members and the entity (TTC) share responsibility for plan governance, plan
administration, and plan terms, including funding of the plan.

Liabilities: are present obligations of a government to others arising from past transactions or
events, the settlement of which is expected to result in the future sacrifice of economic benefits.
These liabilities have three essential characteristics: (a) they embody a duty or responsibility to
others, leaving a government little or no discretion to avoid settlement of the obligation; (b) the
duty or responsibility to others entails settlement by future transfer or use of assets, provision of
goods or services, or other form of economic settlement at a specified or determinable date, on
occurrence of a specified event, or on demand; and (c) the transactions or events obligating the
government have already occurred.

Loan Guarantee: an agreement to pay all or part of the amount due on a debt obligation, in
the event of default by the borrower.

LRT: Light Rail Transit.

LRVs: Light Rail Vehicles.

LTD: Long Term Disability.

Modified Equity Method of Accounting: investment balances are adjusted for any
earnings or losses of the government business enterprise, without adjustment to correspond to
public sector GAAP.

MPAC: The Municipal Property Assessment Corporation is a non profit organization which
serves Ontario property taxpayers together with provincial and municipal stakeholders by
providing property assessments and enumeration services.

Multi-employer Pension Plan: is a defined benefit pension plan to which two or more
governments or government organizations contribute, usually pursuant to legislation or one or



more collective bargaining agreements. The main distinguishing characteristic of a multi-
employer plan is that the contributions by one participating entity are not segregated in a separate
account or restricted to provide benefits only to employees of the entity and, thus may be used to
provide benefits to employees of all participating entities.

Net Book Value of Tangible Capital Assets: historical cost of tangible capital assets
less both the accumulated amortization and the amount of any write-downs.

Net Debt: the difference between the City’s total liabilities and financial assets. It represents
the City’s future revenue requirements to pay for past transactions and events.
Non-Financial Assets: assets that normally do not generate cash capable of being used to
repay existing debts. For the Province, it comprises tangible capital assets and net assets of
broader public sector organizations.

Obligatory reserve funds: amounts collected from developers or through other legislation
or legal agreement, which must be spent in a prescribed manner.

Option: a contract that confers the right, but not the obligation, to buy or sell a specific amount
of a commodity, currency or security at a specific price, on a certain future date.

Other than a Temporary Decline: aloss in value of a portfolio investment that is other
than a temporary decline occurs when the actual value of the investment to the government
becomes lower than the carrying value and the impairment is expected to remain for a prolonged
period.

OW: Ontario Works financial assistance, and employment assistance.

Prepaid Expenses: Prepaid expenses are non-financial assets which result when payments
are made in advance of the receipt of goods or services. Prepaid expenses may arise from
payments for insurance premiums, leases, professional dues, memberships and subscriptions.
PSAB: the Public Sector Accounting Board (PSAB) of the CICA sets standards and provides
guidance for financial and other performance information reported by the public sector.
Present Value: the current worth of one or more future cash payments, determined by
discounting the payments using a given rate of interest.

Recognition: the process of including an item in the financial statements of an entity.
Reserves and reserve funds: fiscal and accounting entity segregated by Municipal
Council for the purpose of carrying on specific activities or attaining certain objectives in
accordance with internally or externally established restrictions or limitations. By City policy and
practice, interest earnings are applied only to reserve funds, while reserves do not earn interest.
S&P: Standard & Poor's (S&P) — is a financial service company that publishes financial
research analysis in stocks and bonds. It is known for its stock market indices.

Segment: a distinguishable activity or group of activities of a government for which it is
appropriate to separately report financial information to help users of the financial statements
identify the resources allocated to support the major activities of the government.

Sinking Fund Debenture: a debenture that is secured by periodic payments into a fund
established to retire long-term debt.

Straight-Line Basis of Amortization: a method whereby the annual amortization
expense is computed by dividing i) the historical cost of the asset less the residual value by ii) the
number of years the asset is expected to be used.

Subordinated debt: Debt which ranks after other debts should a company fall into
liquidation or bankruptcy.

Surplus: the amount by which revenues exceed expenses in any given year.

TAF: the Toronto Atmospheric Fund

Tangible Capital Assets: physical assets including land, buildings, transportation and
transit infrastructure, water & wastewater infrastructure, vehicles and equipment. These assets
are recorded in the City's consolidate financial statements for the first time in 2009.

TCHC: the Toronto Community Housing Corporation

TDSB: the Toronto District School Board



TEDCO: Toronto Economic Development Corporation, carrying on business as Toronto Port
Lands Company (TPLC)

Total Debt: the City’s total borrowings outstanding.

TPA: Toronto Parking Authority

TPASC: Toronto Pan Am Sports Centre

TPLC: see TEDCO

Transfer Payments: grants or transfers of monies to individuals, organizations or other
levels of government for which the government making the transfer does not receive any goods
or services directly in return, as would occur in a purchase or sale transaction; expect to be
repaid, as would be expected in a loan; or expect a financial return, as would be expected in an
investment.

TTC: the Toronto Transit Commission

TWRC: the Toronto Waterfront Revitalization Corporation

Unamortized Gain or L0OSS: the amount of actuarial gains or losses, relating to gains or
losses upon valuation of pension or employee future liabilities, which will be recognized in income
over the expected average remaining service life of the employee group.

Unrealized Gain or L0SS: an increase or decrease in the fair value of an asset accruing to
the holder. Once the asset is disposed of or written off, the gain or loss is realized.

WSIA: the Workplace Safety and Insurance Act
WSIB: the Workplace Safety and Insurance Board



