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TOWN OF CHANNEL - PORT AUX BASQUES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2020 

1. Status of the Town of Channel - Port aux Basques

The Town of Channel - Port aux Basques is a municipal government that was incorporated in
1945 pursuant to the Province of Newfoundland and Labrador's Municipalities Act, 1999. The
Municipality provides or funds municipal services such as fire, public works, parks and
recreation, tourism and other general government operations.

2. Significant Accounting Policies

These consolidated financial statements have been prepared in accordance with Public
Sector Accounting Standards as recommended by the Public Sector Accounting Board
(PSAB) of the Chartered Professional Accountants of Canada and reflect the following
significant accounting policies:

(a) Basis of Consolidation

The consolidated financial statements include the assets, liabilities, revenues, and
expenses of the reporting entity. The reporting entity is comprised of all organizations,
agencies, local boards, and committees of the Council which are controlled by the
Municipality. The controlled entity reported on Schedule 6 is the Gateway Village
Corporation .

(b) Basis of Accounting

The consolidated financial statements are prepared using the accrual basis of accounting.
The accrual basis of accounting records revenue as it is earned and measurable.
Expenses are recognized as they are incurred and measurable based upon the receipt of
goods and services or the creation of an obligation to pay.

(c) Cash and Temporary Investments

Cash and temporary investments include cash and short-term investments with maturities
of three months or less from the date of acquisition.

(d) Investments

Temporary investments are accounted for at the lower of cost and market. Portfolio
investments are accounted for at cost.

(e) Non-Financial Assets

Non-financial assets are not available to discharge existing liabilities and are held for use
in the provision of services. They have useful lives extending beyond the current year and
are not intended for sale in the ordinary course of operations. The change in non-financial
assets during the year, together with the excess of revenues over expenses, provides the
change in net financial assets for the year.

(f) Inventories

Inventories held for sale are recorded at the lower of cost and net realizable value.

(Cont'd)
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TOWN OF CHANNEL - PORT AUX BASQUES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2020 

2. Significant Accounting Policies (Cont'd)

(j) Severance Pay

The Municipality accounts for severance pay on an accrual basis and the amount is
calculated on years of service, beginning to accrue once the employee has five years of
service. The amount is payable when the employee ceases employment with the Town.

(k) Use of Estimates

Estimates are used to accrue revenues and expenses in circumstances where the actual
accrued revenues and expenses are unknown at the time the financial statements are
prepared. Uncertainty in the determination of the amount at which an items is recognized
in the financial statements is known as measurement uncertainty. Such uncertainty exists
when there is a variance between the recognized amount and another reasonable possible
amount, as there is whenever estimates are used. Items requiring the use of significant
estimates include accounts receivable, accounts payable and accrued liabilities, employee
benefits liability, and deferred revenue.

3. The Manner In Which The Accounts Have Been Kept And The Safeguards Against
Fraud

The Municipality's position in these respects was considered satisfactory for an entity of its
size.

4. Sufficiency Of Bonds

Fidelity bond coverage of $100,000 is carried on employees in a position of trust and this
coverage is considered to be adequate.

5. Land for Resale
2020 

Land - Grand Bay West Commercial Subdivision $ 22,000 
Land - Grand Bay West Residential Subdivision - Phase 11 213,873 
Land - Hardy's Arterial 30,097 

$ 265,970 

6. Cash and Temporary Investments
2020 

Cash and temporary investments are comprised of the 
following: 

Cash $ 1,441,964 

2019 

$ 22,000 
213,873 

17 900 

$ 253,773 

2019 

$ 1,270,807 
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