Appendix C — Accounting Overview of Reserves and Reserve Funds

Reserves and Reserve Funds represent an allocation of the City's annual budget surplus
and comprise a component of the accumulated surplus balance in the City's consolidated
financial statements. These balances have accumulated over time from net surpluses or
specific contributions and are set aside for specific purposes as directed by Council, such
as the replacement of capital infrastructure or funding of ongoing program costs. They also
provide a measure of financial flexibility to react to or address the immediate financial
impact of significant unexpected pressures.

Reserves and Reserve Funds are allocations of balances; contributions and/or draws do
not represent revenues and/or expenses on the City's Consolidated Statement of
Operations and Accumulated Surplus. These balances are accumulated as a result of net
surpluses that have already factored in recognized revenues and incurred expenses. In
addition, the balances in this report do not include Deferred Revenues, which are
contributions recognized on the City's Consolidated Statement of Financial Position that
have specific performance obligations or stipulations that must be executed before
revenues can be earned.

Reserves and Reserve Funds are drawn upon to finance operating and capital
expenditures as designated by Council; the contributions to, or draws from, Reserve and
Reserve Funds represent a source or use of funds. Contributions to Reserves and
Reserve Funds are not revenue earned by the City; similarly, draws are not expenses.
Total Reserve and Reserve Funds are consolidated within the City's Accumulated Surplus
position on the Consolidated Statement of Financial Position. Outside of planned reserve
contributions for specific uses, when possible, contributions may be made when there are
excess cash inflows over budgeted amounts, when there are lower expenditures than
budgeted or when there are timing impacts to commitments originally planned and
approved.



