
Financial 

Statements for 

Library Workers
EVERYTHING YOU WANTED TO KNOW BUT WERE AFRAID TO ASK



Shape of the Day

 Introduction

 Importance of Auditor’s Report

 Purpose of each statement

 Deep dive into each financial statement

 Common accounting terms

 Questions



Background

 KPMG

 Financial accounting software company

 Board treasurer

 School treasurer

 BCLA treasurer



Independent Auditors Report



Independent Auditors Report

 Required by BC Library Act that all public libraries must be audited 

by an independent auditor

 Auditors determine if the financial statements are presented “fairly” 

 Auditors have a “materiality threshold” and errors found that 

individually total less than that number are considered immaterial 

and not worth changing

 Materiality is determined by a number of factors but the biggest are 

the assets and revenues of the organization



Purpose of Each Statement

 Statement of Financial Position – assets, liabilities and equity of the 

organization

 Statement of Operations – revenues and expenses

 Statement of Changes in Net Financial Assets – ties the previous 

financial statements together

 Statement of Cash Flows – how cash increased or decreased each 

year

 Notes to the Financial Statements – the details behind the financial 

statements



Statement of Financial Position



Statement of Financial Position

 Financial position at a point in time – generally the end of your fiscal 
year, which is most often than not, on December 31st

 Usually with a comparison to the previous year

 Financial Assets – cash, investments, accounts receivable – what 
you can easily convert into cash

 Libraries that are very closely integrated with their municipality all 
have cash held within the municipality – “due from” 

 Liabilities – accrued salaries, accounts payable – what you are often 
required to pay out within the next year

 Non-Financial Assets – capital assets, prepaid expenses 

 Accumulated surplus or deficit – what you have accumulated over 
the years of running operations



Statement of Operations



Statement of Operations

 Previously known as an Income Statement or Profit or 

Loss Statement

 Lists all the sources of revenues and expenses in an 

organization over the course of a period of time, 

generally a 12-month period

 Net result is your operating loss or surplus

 Usually shown with the expected budget for the year, 

approved by the Board of Directors



Statement of Changes in Net 

Financial Assets



Statement of Changes in Net 

Financial Assets

 The difference between the library’s operating surplus/deficit and 

the actual change in its financial assets and liabilities.

 Again, generally for a year

 Bridges gap between the first 2 statements – Financial Position and 

Operations.

 Details what happened to capital assets – acquisitions, amortization, 

disposals – including gains or losses on sales of assets.

 There is usually a section for prepaid expenses – expenses that are 

paid annually like insurance.



Statement of Cash Flows



Statement of Cash Flows

 Explains how an organization gets and uses cash 

throughout the year

 You start with the surplus or deficit for the year and add 

back It is the reconciliation of the starting Cash position 

vs the ending Cash position. 

 Generally, broken down by Operating, Capital, 

Financing and Investing activities. 



Notes to Financial Statements



Notes to Financial Statements

 Explain the assumptions made by the people who 

prepared the financial statements. 

 They explain accounting policies used throughout the 

statements

 They provide more detail for individual items – you will 

see reference to particular notes on many different 

financial statement items

 They are meant to provide a more fulsome 

understanding and clarity of the financial statements  



Common Accounting Terms

 Accounting period -the period you are recognizing revenues or 

expenses. Usually monthly, quarterly or annually

 Accounts payable – money owed to vendors or staff

 Accounts receivable – money owed from others 

 Accumulated Surplus/Deficit – the accumulation of the surpluses 

and deficits since the library began operations

 Accrual Accounting – when you record revenue or expenses when 

you earn them. Almost all companies record this way



Common Accounting Terms

 Asset – what you own – cash, investments, vehicles, buildings, library 

collection

 Budget – what you expect to receive or spend over a specific 

period of time

 Capital commitments – when you enter a multi-year contract to pay 

a certain amount but not all of it has been paid to date

 Cash accounting – when you record revenue or expenses when 

you pay them

 Cash equivalents – short-term assets that are easily turned into cash 

– like GICs, term deposits, stocks



Common Accounting Terms

 Deferred Revenue – revenue that is received before it is earned. 

 Depreciation or Amortization – reduction in the value of a capital 

asset over time

 Employee future benefits – the expected cost of accrued sick leave 

and retirement benefits. 

 GAAP – generally accepted accounting principles – the rules and 

procedures used to record and prepare financial statements



Common Accounting Terms

 Liability – amounts that you owe to someone else, such as salaries to 

staff and supplies to vendors 

 Restricted vs Unrestricted Reserves – funds that have limits on what 

they can be used for vs funds that you can use for anything

 Revenue – income that you receive. For libraries, most often, 

municipal and provincial grants, donations, fines and fees. 

 Tangible vs intangible capital assets – tangible assets are physical 

assets – buildings, vehicle, etc. Intangible assets are things like 

trademarks, goodwill. FVRL records ebooks and eaudiobooks as 

intangible assets as they are owned over a multi-year contract.



Questions??


