
Louis Tapper, CPA,CA, CAFM and  

Kyle Christopherson, CPA, CA CAFM 

 

   What Leaders should know 

about Financial Statements 

Presented by: 





Agenda 

■ Audited financial statements 

■ Financial reporting frameworks 

■ Internal financial reporting 

■ Bill C27 – what can we say! 

■ Trusts – everything you want to know! 

■ Answer period 

 



Audited Financial Statement review 

■ First Nation example 

■ Based on Unreal First Nation  

– Modified for confidentiality 

 

 





Management’s Responsibility - continued 





Independent Auditors’ Report - continued 



Independent Auditors’ Report – 
unqualified opinion 



Qualified opinion 



 
Auditor's Responsibility 
Our responsibility is to express an opinion on these financial statements based on conducting the audit in accordance with Canadian 
generally accepted auditing standards. Because of the matter described in the Basis for Disclaimer of Opinion paragraph, however, 
we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 
 
Basis for Disclaimer of Opinion 
The company's investment in its joint venture XYZ (Country X) Company is carried at xxx on the company's statement of financial 
position, which represents over 90% of the company's net assets as at December 31, 20X1. We were not allowed access to the 
management and the auditors of XYZ, including XYZ's auditors' audit documentation. As a result, we were unable to determine 
whether any adjustments were necessary in respect of the company's proportional share of XYZ's assets that it controls jointly, its 
proportional share of XYZ's liabilities for which it is jointly responsible, its proportional share of XYZ's income and expenses for the 
year, and the elements making up the statement of changes in equity and statement of cash flows. 
 
Disclaimer of Opinion 
Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph, we have not been able to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion. Accordingly, we do not express an opinion on the 
financial statements. 
 
 
Saskatoon, Saskatchewan 
DATE 
         Chartered Professional Accountants 
 
 
 

Disclaimer of opinion 







Consolidated Statement of Financial 
Position - continued 



Consolidated Statement of Financial 
Position - continued 





Consolidated Statement of Operations 
and Accumulated Surplus - continued 
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Audit finding and management letter 

     Audit findings 

– Auditor’s letter to Chief and Council 

– Discussion on issues encountered during the audit or concerns with management 

– Designed as a potential alternative to meeting with Chief and Council 

 

Management Letter 

– Improvements and recommendation for management 

– Required by INAC  

– Usually also presented to Chief and Council 

 



Financial Reporting Frameworks 



Overview 
Financial Reporting Frameworks 

1.  Canadian Public Sector Accounting Standards (PSAS) 

 Including 4200 series (NPO) 

2.  International Financial Reporting Standards (IFRS) 

3.  Accounting Standards for Private Enterprise (ASPE) 

4. Canadian Accounting Standards for Not For Profit 
Organizations (ASNPO) 

5.  Other Financial Reporting Frameworks 

 

 

 



Financial Reporting Frameworks 

What are financial reporting frameworks?   

  Rules on how financial statements are prepared. 

 

  Established by CPA Canada (GAAP and CAS). 

 

  Understand the financial statements. 

 

  Determine if financial statements are properly prepared. 

 

   If you are going to play the “game”, you need to know the rules. 



Financial Reporting Frameworks 
 Four or five years ago 

  Three financial reporting frameworks: 

•  Public sector accounting standards (PSAS). 

  Used by governments to prepare their financial statements. 

 

•  Canadian generally accepted accounting principles (GAAP). 

  Used by almost everyone else to prepare financial statements. 

 

•  Financial reporting framework acceptable for a specific industry. 

  Examples – First Nations, First Nation Trusts, CMHC Housing. 



Financial Reporting Frameworks 
 Where are we today with financial reporting frameworks: 

 

1. Canadian public sector accounting standards (PSAS) 

 Two variants: 

• “original” PSAS – basically the same as before 

• “original” PSAS + 4200 series 

  4200 series is not-for-profit standards   

o brought in to PSAS from Canadian GAAP 

 



Financial Reporting Frameworks 



Financial Reporting Frameworks 
1. Canadian public sector accounting standards - continued 

 

 Framework used by all levels of government to prepare their general purpose 

financial statements 

 

 Financial statements report on all activities controlled 

• Not for profit – corporations (NPO) 

• Other government organizations (OGO) 

• Incorporated commercial entities  

 

   Not controlled - not required to report 

  

 



Financial Reporting Frameworks 
1. Not for Profit Corporations – controlled by government 

 Frameworks that can be used 

• PSAS   

• 4200 series 

 PSAS and 4200 series are two different frameworks 

• Governments consolidate their controlled NPOs  

• Line-by-line basis  

 Therefore often recommend controlled NPOs use PSAS framework 

o Don’t have to convert the 4200 series financial statements to 

PSAS to consolidate 



Financial Reporting Frameworks 

1. Other Government Organizations(OGOs)–controlled 

 Not a government, government business enterprise (GBE) or a government non-profit 

 Frameworks that can be used 

• PSAS   

• International Financial Reporting Standards (IFRS) – profit oriented 

 PSAS and IFRS are different frameworks 

• Governments consolidate their controlled OGOs  

• Line-by-line basis  

 Therefore recommend controlled OGOs use PSAS framework 

o If use PSAS - don’t have to convert IFRS financial statements to PSAS to consolidate 

• Choice should be based on which framework is most appropriate 

 



Financial Reporting Frameworks 
1.  Incorporated Commercial Entities – controlled 

 Government Business Enterprise (GBE) 

• Definition 

 Framework to be used 

• International Financial Reporting Standards (IFRS) – profit oriented 

 PSAS requires the government reporting entity to report controlled 

incorporated commercial entities using the modified equity method 

 Modified equity method  

■ Commercial entities’ financial statements are not converted to PSAS 

■ Statement of financial position 

■ Statement of operations 

■ Note disclosures 

 



Financial Reporting Frameworks 

 Issues with PSAS 

1. Net financial assets (debt) presentation  

 Most users understand assets = liabilities + equity presentation used by other financial reporting 

frameworks 

 PSAS financial statements presents 

• Financial assets both current and long term 

• Liabilities 

• Net financial assets (debt) 

• Non financial assets 

• Accumulated surplus 

 Net debt includes debt to construct Section 95 Houses 

• Financial assets do not include receivable from future subsidy 

 Accumulated surplus can be a large amount – can be confusing 

 

 



Financial Reporting Frameworks 
 Issues with PSAS - continued 

 

2. Ottawa Trust Funds 

 Does a First Nation control? 

 

3.  Reserves/funds not reported on the statement of financial position  

 Report in notes to the financial statements 

• Examples:  

 Health Canada – moveable assets reserve  

 CMHC replacement, subsidy surplus and operating 

reserves 

 



Financial Reporting Frameworks 

 Issues with PSAS - continued 

4. Accumulated surplus reported as one amount on the statement 

of financial position 

Report in notes to the financial statements 

• Examples:  

 Operating surplus(deficit) 

 Commercial 

 Tangible capital assets 

 Others (education, social, infrastructure, etc) 

5.  Original Reserve Land recorded at a nominal amount 

 

 

 







Financial Reporting Frameworks 
2. International Financial Report Standards (IFRS) 

 Required to be used by entities that are publicly accountable – trade in a public 

market or hold assets of outsiders (Credit Unions) 

 Standards are primarily concerned with the needs of the users of public 

company financial statements 

 This framework has very detailed disclosure requirements  

• Extensive notes to the financial statements 

• Complex 

 Governments are publicly accountable 

• Their controlled profit oriented incorporated business enterprises are 

required to use IFRS to prepare their general purpose financial statements 

 



Financial Reporting Frameworks 
 Issues with IFRS - continued 

 Standards are different than other financial reporting frameworks 

• Revenue recognition 

• Property, plant and equipment 

• Leases 

 Designed for more complex entities 

• Cumbersome and expensive to apply  

 PSAS opting out of IFRS?! 

o Must assess if numbers need to be modified to conform to IFRS 

before statements are recorded in the government’s consolidated 

financial statements 

 



Financial Reporting Frameworks 
3. Accounting Standards for Private Enterprises 

 

 Intended for use by privately owned businesses 

• These entities only have a limited number of external users of their 

financial statements (primarily lenders and possibly some shareholders) 

• These external users have the ability to obtain additional information from 

the owners  

 Less detail needs to be presented in the financial statements 

 



Financial Reporting Frameworks 
 Issues with Accounting Standards for Private Enterprises (ASPE) 

 

1.  Not eligible for use in government entities  

 If used need to convert to IFRS or prepare reconciliation 

 2.  May need additional information to evaluate entity for possible investment 

 3.  Need to understand potential differences between ASPE and IFRS 

 



Financial Reporting Frameworks 
4. Canadian Accounting Standards for Not For Profit Organizations 

(ASNPO) 

 Similar to PSAS 4200 series 

 Fairly simple to use as limited number of concepts 

 Issues with ASNPO 

 Have to use financial instruments (4200 series – not used) 

 Looks to ASPE for guidance (not PSAS like the 4200 series) 

 Collections – Art 

 Contributions 

 Donations 

 Government funding 

 



Financial Reporting Frameworks 

5. Other financial reporting frameworks 

 Other financial reporting frameworks may be required to be used 

 For example:  

 Contractual arrangements - trust agreement 

 Funding agreements  

 Loan agreements 

 Investment agreements 

 Issues - Need to understand 

• Differences other financial reporting framework has with standard financial reporting 

frameworks 

• Why another financial reporting framework is being used 

 



Financial Reporting Frameworks 

5. Other financial reporting frameworks - continued 

 Trusts often use other financial reporting frameworks  

• To comply with a trust agreement  

 To identify the amount (income) to be distributed to beneficiaries  

o Investments are carried at cost (reporting under IFRS, ASPE or 

ASNPO may require reporting at fair value) 

o Premiums/discounts are not amortized 

o No provisions to acquire capital assets – authorized expenses 

o Recording of Land purchases 

o Recording Band Development 



Financial Reporting Frameworks 
5. Other financial reporting frameworks - continued 

 

 CMHC Housing financial statements prepared in accordance with CMHC 

funding agreements 

• Recording of replacement, operating and subsidy surplus reserves 

• Houses and debt on a separate balance sheet 

• Principal amount of loan payment is recorded as an operating expense 

• Amortization is not recorded as an operating expense 

 

 CMHC Housing financial statements are not PSAS so they need to be adjusted 

to consolidate with the government reporting entity 

 

 



Friendship Inn 



Internal financial reporting 

■ Chief and Council – receive reports from management and finance 

– Financial statements 

■ Consolidated reporting, segment reporting, program reporting 

■ Trial balance has more details 

– Reporting detail depends on the needs of Chief and Council 

– Monthly bank reconciliations – GL and bank should reconcile 

– Accounts payable listings 





Internal financial reporting 
■ Identify risk areas 

– Payroll – list of wages paid should be reconciled to financial reports (potential for 

overpayments or payments to unauthorized individuals) 

– Post secondary payments (payments to unauthorized individuals) 

– Social assistance (payments to unauthorized individuals) 

– Utility bills (payments for personal bills) 

– Per diems (potential for overpayment) 

– Travel (potential for payment when travel not incurred) 

 

IMPORTANT TO ALWAYS REVIEW SUPPORTING DOCUMENTATION BEFORE SIGNING 

CHEQUES OR AUTHORIZING PAYMENTS 

 

Signature stamps or e-transfers without the proper approval are not recommended 

 



Budgeting 
 

 
Chief and Council – approve the budgets for the year 

• Responsible for overseeing management and operations of the First Nation 

• Ensure that management is doing their job 

• Accountability to the members 

 

 



Unreal First Nation Budgeted Cash Flow - Education 





Variance reporting 
Budgets are only useful if using throughout the year 
 

- Comparison to budget throughout the year for each program 

- Helps to identify errors or potential issues 

- Issue to be over or under budget significantly (overspending or not delivering the 

services) 

 





Reports and what to look for 

Surpluses or Deficits in programs 

 

Unreconciled accounts 

 

Unexpended funding 

- Important to catch it before its too late!! 

- Health Canada and INAC often recover significant funding if there are 

coding errors 

- Important that expenses are coded correctly by management 

- Can be hundreds of thousands of dollars 

 

 



Reports and what to look for 

Understand your role overseeing management 

• Review invoices and supporting documentation before signing checks 

• If something seems unusual follow up (question management) 

• Follow up on budget discrepancies 

 

 







Bill C27 – what can we say 

– Audited consolidated financial statements and Schedule of Remuneration 

and Expenses – Chief and Councillors required to be posted online 

– Commercial entities at a disadvantage as financial information posted 

online (private companies not required to do so) 

– Canadian Tax Payers Federation 

– Lack of consultation 

 

 

 



Bill C27 - what can we say 
– 2016 – INAC almost certainty will make changes 

– Released funding held from Nations that did not comply 

– Bill may still be applied for the 2015-2016 year (posting online) 
 

 



TRUSTS 

Every thing you want to 

know!!! 



Trusts 

• Starts with a Trust Agreement 
 

• Settlor – Provides the property that goes into a Trust (Trust Property). 

 

• Trustee(s) – Duty to manage the Trust Property in accordance with the Trust Agreement. 

 

• Beneficiary – Entitled to the benefit of the Trust Property in accordance with the Trust Agreement. 



Trusts 
• Trust Agreement 

• Important to get it right 

• Above all must be a document by the people for the people. 

• Point of view 

• Lawyers 

• Accountants 

• Investment consultants 

• Trustee(s) 

• Nation 
 

• Due to the complex nature of business and investing, Trust Agreements may require 

amendments. 

• If in 10 - 15 years, the Trust Property is intact as per the Trust Agreement – we have done 

our job! 

• Examples of First Nations who amended their Trust Agreements. 



Trusts 
• Developing Trust Agreements: 

 

• Operations 
 

• Reporting 
 

• Investing 
 

• Controls 
 

• Trustees 
 

• Taxation 
 

• Other 

• Accounting framework 

• Consolidation 



Trusts 

• Explaining the Trust Agreement 

 

• Need to be clear and concise. 
 

• Different levels of knowledge. 
 

• Need to engage the audience. 
 

• Answer questions. 
 

• Meetings can be intense. 

 



TRUSTS 



Answers??? 
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