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Please ensure all cell phones, personal digital assistants (PDAs) and other electronic 

devices are turned off or placed on non-audible mode during the meeting. 
 
 

1. Approval of Agenda 

 
 

2. Declaration of Interest under the Municipal Conflict of Interest Act 

 
 

3. Consent 

 
* The following items listed with an asterisk (*) are considered to be routine 

and non-controversial by the Committee and will be approved at this time. 
There will be no separate discussion of any of these items unless a 

Committee Member requests it, in which case the item will not be consented 
to and will be considered in the normal sequence of the agenda. 

 

(nil) 
 

 
4. Delegations/Presentations 

 

4.1. Delegation from Mr. Kevin Travers, Partner, KPMG LLP, Chartered Accountants, 
re: 2016 Audited Consolidated Financial Statements for the City of 

Brampton. 

 
(See Item 6.1) 

 
 

5. Reports – Internal Audit 
 
 

6. Reports – Finance 
 

6.1. Report from M. Kuzmanov, Manager, Accounting, Corporate Services, dated 
May 31, 2017, re: 2016 Audited Consolidated Financial Statements for the 
City of Brampton. 

 
(See Item 4.1) 

 
To be received 
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7. Other/New Business 

 
 

8. Question Period 

 
 

9. Public Question Period 
 
15 Minute Limit – (regarding any item discussed as part of this agenda) 

 
 

10. Closed Session 
 
 

11. Adjournment 
 

Next Meeting:  September 12, 2017 
 

 
 

 
 

 



 
 

 

 Report 
Audit Committee 

The Corporation of the City of Brampton  
2017-06-13 

 
 

Date: May 31, 2017 

 
Subject: 2016 Audited Consolidated Financial Statements for the City of 

Brampton 

 
Contact: David Sutton, Treasurer 

905-874-2257 
 
 
Recommendation: 

 

 
1. THAT the report dated May 31, 2017 from Maja Kuzmanov, Manager of 

Accounting, Corporate Services Department to the Audit Committee meeting 

of June 13, 2017, re: 2016 Audited Consolidated Financial Statements for 

the City of Brampton, be received. 

 

 

OVERVIEW:  

 

 The 2016 Audited Consolidated Financial Statements from the City Auditor KPMG 

LLP Chartered Accountants are being presented to the Audit Committee for receipt 

and approval.  

 The consolidated financial statements have been prepared in accordance with the 

Public Sector Accounting Board (PSAB) reporting standards and fully comply 

with Generally Accepted Accounting Principles. 

 These consolidated financial statements reflect the financial position as at 

December 31, 2016 and the operating results for the year for the City, its Local 

Boards and Committees of Council including The Brampton Public Library Board 

and the Downtown Brampton Business Improvement Area. 

 The financial reporting standards do not change the City’s budgeting process, 

how the tax levy is calculated or how funding decisions are made by Council.   

 A reconciliation of the operating results for tax levy purpose and PSAB adjusted 

consolidated financial statements is provided in Schedule A of this report. 
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 As part of the annual audit, the City Auditor, KPMGLLP Chartered Accountants, 

conducted a review of Internal Controls and provides an Audit Findings Report to 

Audit Committee with recommendations for improvement and accompanying 

management. 

 KPMGLLP did not identify any corrected or uncorrected misstatements. 

 

 
BACKGROUND 

 
The audit of the 2016 Consolidated Financial Statements by the City Auditor, KPMGLLP 
Chartered Accountants is complete and the statements are attached to this report. The 

work KPMGLLP performed is conducted in accordance with Canadian Generally 
Accepted Auditing Standards and relevant ethical requirements, including those 

pertaining to independence.  The work is also planned and performed to obtain 
reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error. 
 

The 2016 Audited Consolidated Financial Statements for the City of Brampton reflect the 

financial position as at December 31, 2016 and the results of operations for the year for 
the City and its Local Boards and Committees of Council.  The following Local Boards 

and Committees of Council which are included in these consolidated financial 
statements are accountable for the administration of their financial affairs and resources 
to the City and are owned or controlled by the City: 
 

 The Brampton Public Library Board 

 Downtown Brampton Business Improvement Area (DBBIA) 

 
The consolidated financial statements for the 2016 fiscal year have been prepared in 

compliance with the requirements of the Public Sector Accounting Board (PSAB) of the 
Chartered Professional Accountants of Canada as required by the Province of Ontario. 

The statements are presented to the Audit Committee for review and approval, which 
are part of the key statutory functions of the Audit Committee.  
 

 
CURRENT SITUATION 

 
Audit Results 
 

KPMGLLP audited the consolidated financial statements of the City for the fiscal year 
2016. These consolidated financial statements are the responsibility of the City’s 

management.  The audit resulted in KPMGLLP issuing an unqualified audit opinion, which 
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means that the consolidated financial statements present fairly the financial position and 
comply with PSAB municipal financial reporting requirements.  
 

Report Summary 

 

The consolidated financial statements presented in this report comprise the following 
statements:  
 

 Consolidated Statement of Financial Position 

 Consolidated Statement of Operations and Accumulated Surplus 

 Consolidated Statement of Cash Flows, and 

 Consolidated Statement of Change in Net Financial Assets  

 

The consolidated financial statements provide information on the City’s financial position 
including the value of assets and liabilities, cost of delivering the City’s municipal 

services and investment in capital projects, financing sources and investing activities.    
 
The City of Brampton’s consolidated financial statements are prepared in accordance 

with Canadian public sector accounting standards established by the PSAB of the 
Chartered Professional Accountants of Canada.  The PSAB requires full accrual basis of 

accounting and financial reporting.  This provides for inclusion of certain items such as 
amortization of tangible capital assets and tangible capital assets contributed to the City 
through the subdivision assumption process.  

 
Commencing 2015, the City has adopted full accrual basis (PSAB) budgeting which 

strengthens the City’s commitment to transparency in financial reporting.  The full 
accrual PSAB based budget methodology does not change how the tax levy is 
calculated, or how funding decisions are made by City Council.  The 2016 Audited 

Consolidated Financial Statements reflects full accrual budget figures for comparison 
purpose.  

 
As required, the City adopted PSAB Standard PS 3260 Liability for Contaminated Sites 
effective January 1, 2015. Under PS 3260, contaminated sites are areas affected as a 

result of contamination being introduced in air, soil, water or sediment of a chemical, 
organic, or radioactive material or live organism that exceeds an environmental 

standard. This standard relates to sites that are not in productive use and sites in 
productive use where an unexpected event resulted in contamination. The City adopted 
this standard on a prospective basis. This means a change in accounting policy is 

applied starting with the current reporting period and is not affecting prior periods.  The 
financial reporting impact to the City is approximately $0.9 million resulting from the 

adoption of this reporting standard in 2016.   
 
Schedule “A” attached shows the 2016 fiscal year tax-based operating results versus 

that of the PSAB based financial reporting.  
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Highlights of 2016 Consolidated Financial Statements: 
 
 

Consolidated Statement of Financial Position 
 

The Consolidated Statement of Financial Position (balance sheet) has two key 

components that make up accumulated surplus: net financial assets and non-financial 
assets (tangible capital assets, inventory and prepaid expenses).   
 

 “Net Financial Assets” is the net of assets (cash, investments, receivables) minus 

liabilities (accounts payable, deferred revenues and employee benefits and other 

liabilities) generated from City’s operations, activities of capital projects and 

Reserves and Reserve Funds.  This value serves as a key indicator of the City’s 

ability to manage its cash resources to meet its financial obligations. The City’s 

2016 net financial assets had a balance of $408.4 million (2015- $453.4 million), 

a decrease of $45.0 million from 2015.  The decrease in Net Financial Assets is 

primarily attributable to increase in accounts payable and accrued liabilities 

resulting from the timing of payments at year-end as well as year-end accruals. 
 

 “Non-Financial Assets” primarily consists of the City’s investment in tangible 

capital assets of $3.60 billion (2015 - $3.51 billion).  The increase in tangible 

capital assets is attributable to the combination of assets constructed by the City 

and brought into service and assets contributed to the City through the 

subdivision assumption process.  

 

The accumulated surplus (retained earnings) as at December 31, 2016 is $4.01 billion 
(2015 - $3.97 billion), an increase of $45.5 million.  
 
 

Key items to note: 
  

 Decrease in cash and short-term investment balance 

o Through 2016 short-term interest rates remained at or near historical low 

levels putting downward pressure on the investment income earned on 

short-term investments compared to previous years.  In order to achieve 

more attractive interest rates, the City extended a portion of funds not 

immediately required for operating or capital needs into slightly longer 

term investments, while ensuring a prudent amount of liquidity was 

maintained. Result was a decrease from $513.2 million in 2015 to $425.8 

million in 2016. 
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 Decrease in accounts receivable  

o From $35.4 million in 2015 to $ 29.1 million in 2016 was primarily 

attributable to the receipt of final payment from the Province of Ontario for 

the Ice Storm Relief Program.  

  Decrease in taxes receivable  

o From $44.3 million in 2015 to $ 41.3 million in 2016 was partially 

attributable to the accuracy of the City's billing data and collections 

processes.  Accurate bill information sent to correct mailing addresses and 

systematic follow up on defaulted accounts will result in timelier payments. 

 Southwest Quadrant Lease Obligation 

o In 2014, the City entered into a capital lease arrangement for Phase 1 and 

Phase 1a of the Southwest Quadrant Renewal Plan and the City took 

occupancy of the West Tower building on July 1, 2014. The lease value 

has been recorded in the City’s consolidated financial statements as a 

tangible capital asset (TCA) with a corresponding capital lease obligation 

with remaining balance of $90.2 million as at December 31, 2016.  
 

 Obligatory Reserve Funds  

o Any unspent development charges (DCs), gas tax funds and other 

obligatory reserves at the end of the fiscal year are recorded as deferred 

revenue.  Deferred revenue increased by $6.6 million from $316.7 in 2015 

to $323.3 in 2016 caused by timing of project spending. 

 Employee Benefits and other contingent liabilities 

o Employee benefits and other liabilities increased from $68.4 million in 2015 

to $72.8 million in 2016 mainly due to a nominal increase in actuarial 

valuations for vested sick leave, WSIB liability and early retirement. 

 The Net Book Value of Tangible capital assets 

o An increase of $89.8 million due to the infrastructure assets assumed from 

developers through subdivision agreements, construction of the Williams 

Parkway Administrative Building Phase 2, Gore Meadows Phase 2, 

Sandalwood Works Yard expansion, purchase of transit buses and road 

construction activities.   

The Net Financial Assets position continues to be strongly positive which signifies that 
the City of Brampton is fully able to meet its financial obligations.  
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Consolidated Statement of Operations and Accumulated Surplus 
 

The Consolidated Statement of Operations and Accumulated Surplus (income 

statement) presents the sources and uses of City’s operating financial resources 
recognized in the reporting period. 
 

Accumulated Surplus represents the City’s equity (equivalent to retained earnings of 
private business). 90% of the City’s Accumulated Surplus represents the City of 

Brampton’s investment (net book value) in tangible capital assets required to deliver 
municipal services.  The remainder of the Accumulated Surplus consists of funds 
committed for capital projects, reserves and reserve funds.  Accumulated Surplus is 

therefore not available to be used to moderate the annual tax levy since it would require 
selling City assets that are used to deliver municipal services. 
 
Revenues: 
 

Total revenues in 2016 were $51.1 million lower than 2015 decreasing from $830.6 to 
$779.6 million.  Major factors contributing to this decrease include:  
 

 

 The Development Levies earned and other capital contributions decrease of 

$37.0 million in 2016 over 2015 reflects the total decrease of development 

charges (DC) receipts and internal funds transfers from DC reserves and other 

obligatory reserve funds to provide financing for capital projects.   

 The lower number of subdivisions assumed during 2016 over 2015 from the 

developers resulted in a $46.4 million decrease in the Developer contributed 

tangible capital assets.  

 

These decreases were offset by a $28 million increase in property taxation as a result of 

assessment growth and budgetary increases.  The majority of the growth is realized 

from new construction, particularly residential, and new plans of subdivision.  Also 

contributing to the increase is the increased supplementary assessment received from 

the Municipal Property Assessment Corporation. 

 

Expenses: 
 

Total operating expenses in 2016 were $82.3 million higher than 2015, increasing from 

$651.7 million to $734.0 million.  $6.0 million of this increase is attributable to the 
increase in amortization (depreciation) expense representing the value of tangible 
capital assets that were consumed during the year.  The amortization expense 

increased due to the $216.1 million in new tangible capital assets that were added 
during 2016.  Amortization expenses are non-cash in nature meaning that there was no 

outlay of cash resources related to the expense.   
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The remaining $76.3 million in increased expenses relates to increased operating 
expenses in 2016.  The increased operating expenses are mainly attributable to: 
 

 One-time payment of $40 million to the Peel Memorial Centre for Integrated 

Health and Wellness 

 $4 million increase in post-employment and other liabilities 

 Operating and maintenance of the City’s growing infrastructure investment as well 

as robust Transit service 

 One-time costs associated with City transformation costs 

 
Consolidated Statement of Cash Flows 

 

The Consolidated Statement of Cash Flows reports changes in cash and cash 
equivalents.  It provides information on how the City uses its cash for operating, 

investing and financing activities.  As at December 31, 2016 the City’s cash and cash 
equivalents had a balance of $425.8 million (2015 - $513.2 million). The decrease of 

$87.4 million was mainly driven by the net change in cash generated from operations 
that was partially offset by an increase in cash outlays related to the acquisition of 
tangible capital assets.  
 
 

Consolidated Statement of Change in Net Financial Assets 
 

This statement explains the change in the City’s Accumulated Surplus during the year.  

It is intended to provide the reader of the consolidated financial statements with detailed 
information on non-financial assets including the acquisition of tangible capital assets 
and the use of the assets through the value of amortization.  This statement also 

provides reporting of other non-financial asset items that impact the change in annual 
surplus and the change in net financial assets.   
 
Audit Findings Report 
 

Each year as part of the annual audit, the City Auditor, KPMGLLP Chartered 

Accountants, conducts a review of Internal Controls and provides an Audit Findings 

Report to the Audit Committee with recommendations for improvement and 

accompanying management responses.  

   

The 2016 Audit Findings Report from KPMGLLP Chartered Accountants is attached to 
this report.  KPMGLLP did not identify any corrected or uncorrected misstatements. 

 

Publication 

 

The 2016 Consolidated Financial Statements will be made public and posted on the 
City’s website. 
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Corporate Implications: 
 

There are no corporate implications resulting from this report. 
 
 
Strategic Plan: 
 

This report achieves the Strategic Plan priority of Good Government by practicing 
proactive, effective and responsible management of finances, policies and service 

delivery and promotes transparency in the reporting of the City’s financial affairs. 
 

 

 
Conclusion: 
 

KPMGLLP audited the consolidated financial statements of the City for the fiscal year 
2016. These consolidated financial statements are the responsibility of the City’s 
management.  The audit resulted in KPMGLLP issuing an unqualified audit opinion, which 

means that the consolidated financial statements present fairly the financial position and 
comply with PSAB municipal financial reporting requirements. 
 

KPMGLLP Chartered Accountants also conducted a review of Internal Controls and 
provides an Audit Findings Report to the Audit Committee with recommendations for 

improvement.  KPMGLLP did not identify any corrected or uncorrected misstatements. 
 

 

Report Approved By: 

 
David Sutton,                 Joe Pittari, Commissioner,  
Treasurer      Corporate Services                                            

   
          
 

Attachments: 

 2016 Independent Auditors’ Report – The Corporation of the City of Brampton 

 2016 Audited Financial Statements – The Corporation of the City of Brampton  

 2016 Independent Auditors’ Report – Trust Funds 

 2016 Audited Financial Statements – Trust Funds  

 Audit Findings Report (for the year ended December 31, 2016) 

 Management Representation Letter 

 Schedule A - 2016 Municipal Surplus Reconciliations, Tax Levy Purpose vs Financial 

Statements 

 

Authored by:  Maja Kuzmanov, Manager of Accounting  
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The contacts at KPMG in 
connection with this report 
are: 

Kevin Travers 
Lead Audit Engagement 
Partner  

Tel: 416-228-7994  
ktravers@kpmg.ca 

 

Ana Chan 
Audit Senior Manager 

Tel: 416-224-4655 
anachan@kpmg.ca  
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This Audit Findings Report should not be used for any other purpose or by anyone other than the Audit Committee. KPMG shall have no responsibility or liability for loss or 
damages or claims, if any, to or by any third party as this Audit Findings Report has not been prepared for, and is not intended for, and should not be used by, any third 
party or for any other purpose. 

Executive summary 
Purpose of this report*  
The purpose of this Audit Findings Report is to assist 

you, as a member of the Audit Committee, in your review 

of the results of our audit of the consolidated financial 

statements (the “financial statements”) of the City of 

Brampton (the “City”) as at and for the year ended 

December 31, 2016.   

This Audit Findings Report builds on the Audit Plan we 

presented to the Audit Committee on February 21, 2017.   

Changes from the Audit Plan  

There have been no significant changes regarding our 

audit from the Audit Planning Report previously 

presented to you.  

Other matters  
We have highlighted other significant matters that we 

would like to bring to your attention.           

See pages 4 to 6  

Finalizing the audit  
As of date of this report, we have completed the audit of 

the financial statements and received evidence of 

approval of the consolidated financial statements from 

the City’s Chief Administrative Officer (individual 

delegated authority to approve the financial statements).   

Our audit report is dated the date of approval of the 

consolidated financial statements by the City’s Chief 

Administrative Officer, May 24, 2017.   

 

Significant accounting 
estimates 
Overall, we are satisfied with the reasonability of 

significant accounting estimates. 

The critical areas of estimates relate to allowance for 

doubtful account for certain accounts and tax 

receivables, carrying value of tangible capital assets, 

provisions for accrued liabilities and obligations related to 

employee future benefits. 

  

6.1-43



City of Brampton Audit Findings Report for the year ended December 31, 2016 4 
 

 

Other matters  
We have highlighted below other significant matters that we would like to bring to your attention: 

Matter KPMG comment 
Restructuring 
measures  

• During 2016, the City implemented certain restructuring measures including but not limited to 
termination of certain positions at the City.   We summarized the financial implications and 
our audit procedures below:    

•        In fiscal year 2016, the City recognized approximately $9 million of termination costs relating 
primarily to salary continuance arrangements from the September 6, 2016 and subsequent 
City transformation.  

• Management response:  Management has estimated that this City transformation will 
result in efficiencies of $3.8 million on the 2017 operating budget, increasing to $4.3 
million on the 2018 operating budget and onwards, as budgeted and presented in the 
2017-2019 Approved Business Plan and Budget. 

• To validate completeness of management’s prepared analysis on the termination costs, we 
performed audit procedures by tracing selected samples from a reciprocal population to 
management’s analysis and identified one instance whereby a terminated employee was 
omitted, resulting in understatement of liability as at December 31, 2016.  As a result, we 
requested management to perform further analysis and investigate the root cause and 
magnitude of the understatement.    Based on management’s updated analysis, the impact of 
the understatement was determined to be isolated and is not material to the financial 
statements.   

• As a result of the discrepancy noted above, we expanded our sample size and tested 
additional samples to validate completeness of the revised listing.  We did not identify any 
errors in the additional samples tested.  

• To validate the accuracy of management’s revised analysis, KPMG performed substantive 
testing on selected transactions by reviewing a sample of employee termination letters and 
disbursements made during the year. 

• Out of the samples we tested, we did not identify any audit misstatement.  
• We discussed with management regarding the root cause of discrepancy.  Refer to the 

process improvement observation section below for more discussion on this matter.   

Professional standards 
require us to communicate 
to the Audit Committee 
Other Matters, such as 
material inconsistencies or 
material misstatements 
between MD&A and the 
audited financial 
statements, identified 
fraud or non-compliance 
with laws and regulations, 
consultations with other 
accountants, significant 
matters relating to the 
City’s related parties, 
significant difficulties 
encountered during the 
audit, and disagreements 
with management. 
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Contributed capital 
assets 

• During our sample testing on contributed capital assets, we identified four incidents whereby 
certain period costs were inappropriately capitalized as assumed tangible capital assets 
(“TCA”).   

• This discrepancy resulted in an overstatement in contributed TCA and revenue from 
developer contributed capital assets and overstatement of the related amortization expense.  

• Management’s analysis indicated that the misstatement is not material to the 2016 financial 
statements.  

• We expanded our sample size over the remaining contributed TCA population and did not 
identify further discrepancies.  

• Refer to the Process improvement observation section for more discussion on this matter.  

Municipal grant  • During the year, the City contributed $40 million to William Osler Health System as part of the 
City’s local share for construction of the new Peel Memorial Centre for Integrated Health and 
Wellness.    

• KPMG performed substantive testing on the expense and reviewed the approved City Council 
meeting minutes and validated the cash disbursement.  

• Under this arrangement, the City has a $20 million remaining commitment which will be 
disbursed in 2018.  We reviewed management’s note disclosure and determined the 
arrangement is appropriately described in the 2016 financial statements. 

Contingent Liabilities • The Chartered Professional Accountants Handbook PS3300 Contingent Liabilities requires 
that the City recognize a liability when “…it is likely that a future event will confirm that a 
liability has been incurred at the date of the financial statements; and the amount can be 
reasonably estimated.” 

• At any point in time, the City is subject to a number of matters which could potentially result 
in the determination of a contingent liability as defined above, including, but not limited to 
matters such as legal claims, restructuring accruals, etc. 

• KPMG has reviewed the City’s assessments of contingent liabilities and the process 
employed to develop and record the related estimated liabilities. Where applicable, KPMG 
discussed with the individuals responsible for the process and is satisfied that the 
methodology used is rational, consistent with the approach taken in prior years and has been 
appropriately reviewed. 

• As these items are resolved, it is possible that the final amounts recorded for these liabilities 
may change, however the amounts currently recorded represent management’s best 
estimates of exposure given the information presently available. 
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Adjustments and differences  
Corrected adjustments  
We did not identify any adjustments that were communicated to management and subsequently corrected in the financial statements.  

Uncorrected differences 
We did not identify differences that remain uncorrected.   

  

Adjustments and 
differences identified 
during the audit have been 
categorized as “Corrected 
adjustments” or 
“Uncorrected differences”. 
These include disclosure 
adjustments and 
differences. 

Professional standards 
require that we request of 
management and the audit 
committee that all 
identified differences be 
corrected. We have 
already made this request 
of management. 

Based on both qualitative 
and quantitative 
considerations, 
management have 
decided not to correct 
certain differences, and 
represented to us that the 
uncorrected differences—
individually and in the 
aggregate—are, in their 
judgment, not material to 
the financial statements. 
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Data & Analytics in Audit  
Area(s) of focus D&A tools and routines   

Journal entry 
testing 

 

• We utilized data analytics in the audit to evaluate the completeness of the journal entry population 
through a roll-forward of selected cash, accounts receivable, tangible capital assets, and revenue and 
reserve G/L accounts. This consists of a summation of all automated and manual journal entries posted 
in the G/L during the fiscal year and comparison of the calculated amounts to the account balances as 
at and for the year ended December 31, 2016 as reported by management. 

• The results of data analytics did not identify any significant audit adjustments.  

Manual Journal 
Entries  

• We utilized computer-assisted audit techniques (CAATs) to perform audit procedures surrounding 
manual journal entries and analyzed the frequency of manual journal entries made throughout the year.   

• We shared the findings with management to enable to identify certain trends and efficiencies in their 
accounting processes with regards to manual journal entries.   

 

 

 

  

We have summarized 

areas of the audit where 

D&A tools and routines 

were used.  
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D&A
ENABLED

AUDIT 
METHODOLOGY

Turning data into value   
KPMG continues to make significant investments in our Data & Analytics (D&A)  

capabilities to help enhance audit quality and provide actionable insight to our clients  

by unlocking the rich information that businesses hold.  When D&A is applied to the audit,  

it enables us to test complete data populations and understand the business reasons 

behind outliers and anomalies. Advancements in D&A tools allow us to analyze data  

at more granular levels, focusing on higher risk areas of the audit and developing insights  

you can then leverage to improve compliance, potentially uncover fraud, manage risk and more.  

 

KPMG is enhancing the audit 

The combination of our proven industry experience, technical know-how and external data  

allows us to focus our audit on the key business risks, while providing relevant insights of value to you.  

• Focuses manual audit effort on 
key exceptions and identified risk 
areas 

AUDIT QUALITY 

FOR THE AUDIT 

• Helping you see your business from 
a different perspective 

• How effectively is your organization 
using your systems? 

ACTIONABLE INSIGHT 

FOR YOUR BUSINESS 
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Process improvement observations  
As part of the audit process, we communicate opportunities for improvements in financial or operational processes or controls should we become aware of them during our 
audit.  

  

Description of matter  Potential effect and recommendation  Management Comments 

As noted in the “Other Matters” 
section, we noted that the certain 
period costs were inappropriately 
capitalized as assumed TCA.     

The inappropriate capitalization resulted 
in an overstatement in TCA, revenue 
from developer contributed TCA, and 
amortization expense for 2016.    

We recommend that management 
continue to work with other 
departments to obtain the necessary 
information on period costs and capital 
expenditures such that the appropriate 
TCA amount is capitalized.     

Management agrees with the recommendation. Finance staff 
will ensure that no developer assumption data is recorded in 
Corporate Financial Asset Management system until detailed 
source backup regarding each line item is received from Public 
Works and Engineering Department. Finance staff will 
schedule regular update meetings with Public Works and 
Engineering Department to follow up on outstanding items.  

Depreciation and revenue from developer contributed TCA are 
non-cash expenses and do not change how the tax levy is 
calculated. 

 

As noted in the “Other Matters” 
section, we noted one discrepancy in 
our testing related to the completeness 
of restructuring liability as at December 
31, 2016.   Our discussion with 
management indicated that the 
discrepancy is a result of improper cut-
off of certain transactions that were 
finalized near year-end.   

We recommend that management 
implement more formal policies and 
procedures surrounding cut-off of non-
routine liabilities such that transactions 
can be recorded in the proper reporting 
period.   

Management agrees with the recommendation. A Standard 
Operating Procedure co-owned by Finance and Human 
Resources will be developed outlining steps in the year-end 
accrual process, applicable timelines as well as specific 
responsibilities for each area.  
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Appendix 1: Required communications  
In accordance with professional standards, there are a number of communications that are required during the course of and upon completion of our audit. These include: 

• Auditors’ report – the conclusion of our audit is set out in our draft auditors’ report. 

• Management representation letter –In accordance with professional standards, copies of the management representation letter are provided to the Audit Committee. 
Management have provided you with a copy of the representation letter for the audit of the financial statements.   
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Appendix 2: Audit Quality  
and Risk Management  
KPMG maintains a system of quality control designed to reflect our drive and 
determination to deliver independent, unbiased advice and opinions, and also 
meet the requirements of Canadian professional standards.  

Quality control is fundamental to our business and is the responsibility of every 
partner and employee. The following diagram summarises the six key elements 
of our quality control systems

Visit http://www.kpmg.com/Ca/en/services/Audit/Pages/Audit-Quality-Resources.aspx for more information. 

Independence, 
integrity, ethics 
and objectivity 

Personnel 
management 

Acceptance & 
continuance of 

clients / 
engagements 

Engagement 
performance 

standards 

Independent 
monitoring 

Other risk 
management 

quality controls 

• Other controls include: 

– Before the firm issues its audit 
report, the Engagement Quality 
Control Reviewer reviews the 
appropriateness of key elements 
of publicly listed client audits. 

– Technical department and 
specialist resources provide real-
time support to audit teams in 
the field. 

• We conduct regular reviews of 
engagements and partners. Review 
teams are independent and the work 
of every audit partner is reviewed at 
least once every three years. 

• We have policies and guidance to 
ensure that work performed by 
engagement personnel meets 
applicable professional standards, 
regulatory requirements and the firm’s 
standards of quality. 

• All KPMG partners and staff are 
required to act with integrity and 
objectivity and comply with applicable 
laws, regulations and professional 
standards at all times. 

• We do not offer services that would 
impair our independence. 

• The processes we employ to help retain 
and develop people include: 

– Assignment based on skills and 
experience;  

– Rotation of partners; 

– Performance evaluation;  

– Development and training; and 

– Appropriate supervision and 
coaching. 

• We have policies and procedures for 
deciding whether to accept or continue a 
client relationship or to perform a 
specific engagement for that client. 

• Existing audit relationships are reviewed 
annually and evaluated to identify 
instances where we should discontinue 
our professional association with the 
client. 
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Appendix 3: Background and professional standards  
Internal control over financial reporting 

As your auditors, we are required to obtain an understanding of internal control 
over financial reporting (ICFR) relevant to the preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate 
in the circumstances for the purpose of expressing an opinion on the financial 
statements, but not for the purpose of expressing an opinion on internal control. 
Accordingly, we do not express an opinion on the effectiveness of internal 
control. 

Our understanding of ICFR was for the limited purpose described above and was 
not designed to identify all control deficiencies that might be significant 
deficiencies and therefore, there can be no assurance that all significant 
deficiencies and other control deficiencies have been identified. Our awareness 
of control deficiencies varies with each audit and is influenced by the nature, 
timing, and extent of audit procedures performed, as well as other factors. 

The control deficiencies communicated to you are limited to those control 
deficiencies that we identified during the audit. 

Documents containing or referring to the audited 
financial statements  

We are required by our professional standards to read only documents 
containing or referring to audited financial statements and our related auditors’ 
report that are available through to the date of our auditors’ report. The objective 
of reading these documents through to the date of our auditors’ report is to 
identify material inconsistencies, if any, between the audited financial statements 
and the other information. We also have certain responsibilities, if on reading the 
other information for the purpose of identifying material inconsistencies, we 
become aware of an apparent material misstatement of fact. 

We are also required by our professional standards when the financial 
statements are translated into another language to consider whether each 
version, available through to the date of our auditors’ report, contains the same 
information and carries the same meaning. 
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Appendix 4: Lean in Audit
TM

  

An innovative approach leading to 
enhanced value and quality 
Our new innovative audit approach, Lean in Audit, further improves audit value 
and productivity to help deliver real insight to you. Lean in Audit is process-
oriented, directly engaging organizational stakeholders and employing hands-on 
tools, such as walkthroughs and flowcharts of actual financial processes. 

By embedding Lean techniques into our core audit delivery process, our teams 
are able to enhance their understanding of the business processes and control 
environment within your organization – allowing us to provide actionable quality 
and productivity improvement observations. 

Any insights gathered through the course of the audit will be available to both 
engagement teams and yourselves. For example, we may identify control gaps 
and potential process improvement areas, while companies have the opportunity 
to apply such insights to streamline processes, inform business decisions, 
improve compliance, lower costs, increase productivity, strengthen customer 
service and satisfaction and drive overall performance. 

How it works 

 

 

 

 

 

 

  

•Provide basic Lean training and equip our teams with a new Lean 
mind-set to improve quality, value and productivity. 

1. Lean training

• Perform interactive workshops to conduct walkthroughs of 
selected financial processes providing end to end transparency and 
understanding of process and control quality and effectiveness. 

2. Interactive workshops 

• Quick and pragmatic insight report including your teams 
immediate quick win actions and prioritized opportunities to realize 
benefit.

3. Insight reporting
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Appendix 5: Management representation letter  
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KPMG LLP, an Audit, Tax and Advisory firm (kpmg.ca) and a Canadian limited liability partnership established under the laws of Ontario, is the Canadian member firm of KPMG International Cooperative (“KPMG International”). 

 KPMG member firms around the world have 174,000 professionals, in 155 countries. 

The independent member firms of the KPMG network are affiliated with KPMG International, a Swiss entity. Each KPMG firm is a legally distinct and separate entity, and describes itself as such. 

© 2016 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 kpmg.ca/audit 
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Schedule A

The Corporation of the City of Brampton

2016 Municipal Surplus Reconciliation, Tax Levy purpose vs Financial Statements ('000)

2016 2015

Net Operating Surplus (Deficit) as at December 31 1,247          13,146       

Less: Return of operating surplus to General Rate Stabilization Reserve 1,247          13,146       

Surplus per CityWide Operating Summary, December 31 ( for tax levy purposes) -$            -$           

Add:  Net interfund transfer eliminated in consolidation 20,021        66,202       

Less:  Expenses charged to Capital projects are reclassified as operating in nature 40,523        42,764       

Add:  Grants/subsidies and other revenue received directly by Capital projects 11,647        12,018       

Add:  Interest earned on reserves and reserve funds not included in the City's operating budget for tax levy purposes 9,286          9,728         

Other Adjustments required for PSAB and TCA purposes:

   Less:  PSAB adjustments re employee post retirement benefits and other legal liabilities 4,474          4,081         

    Add:  DC revenues recognized during the year for project funding 145,597      182,628     

    Add:  Developers contributed assets recognized as municipal equity 29,856        76,271       

   Less:  Amortization expense 125,971      119,939     

   Less:  Net cost of tangible capital assets disposed 350             261            

     

Total municipal surplus before consolidation 45,089        179,802     

Consolidated entities surplus ( net of consolidated eliminations, including the Library, BIA etc.): 443             (883)           

Total annual surplus per Consolidated Statement of Operations , December 31 45,532$      178,919$   
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