Agenda
Audit Committee
Committee of the Council of
The Corporation of the City of Brampton

Tuesday, February 23, 2016
9:30 a.m. – Regular Meeting

Council Committee Room
4th Floor, City Hall

Members:

Regional Councillor M. Palleschi – Wards 2 and 6 (Chair)
Regional Councillor M. Medeiros – Wards 3 and 4 (Vice Chair)
Regional Councillor E. Moore – Wards 1 and 5,
Regional Councillor G. Miles – Wards 7 and 8
Regional Councillor G. Gibson – Wards 1 and 5

For inquiries about this Agenda, or to make arrangements for accessibility accommodations for
persons attending (some advance notice may be required), please contact:
Sonya Pacheco, Legislative Coordinator
Phone (905) 874-2178, TTY (905) 874-2130, cityclerksoffice@brampton.ca
Note: Some meeting information may also be available in alternate formats, upon request

Agenda
Audit Committee
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, KPMGLLP, Chartered Accountants,
re: KPMG Audit Plan for the 2015 Fiscal Year.
(See Item 6.1)

5.

Reports – Internal Audit

5.1.

Report from Karen Liew, Acting Director, Internal Audit, Office of the Chief
Operating Officer, dated January 27, 2016, re: Results of the Audit
Effectiveness Survey – 2015.
To be received

5.2.

Report from Karen Liew, Acting Director, Internal Audit, Office of the Chief
Operating Officer, dated January 12, 2016, re: Quarterly Status of
Management Action Plans – December 2015.
To be received
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6.

Reports – Finance

6.1.

Report from Shirley Gannon, Director, Treasury Services and Deputy Treasurer,
Corporate Services, dated February 8, 2016, re: KPMG Audit Plan for the 2015
Fiscal Year.
(See Item 4.1)
Recommendation

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
Note: A separate package regarding this agenda item is distributed to Members
of Council and senior staff only.

10.1.

Report from Reem Elchaer, Internal Auditor, dated November 18, 2015, re:
Construction Audit Report (File GE.a) – the security of the property of the
municipality or local board

10.2.

Report from Rebecca Burchert, Internal Auditor, dated November 18, 2015, re:
Cash Handling Audit (File GE.a) – the security of the property of the
municipality or local board

11.

Adjournment
Next Meeting: Tuesday, June 7, 2016
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4.1
For Office Use Only:

Meeting Name:
Meeting Date:

Delegation Request

Please complete this form for your request to delegate to Council or Commit tee on a matter where a decision of the
Council may be required. Delegations at Council meetings are generally limited to agenda business published with the
meeting agenda. Delegations at Committee meetings can relate to new business within the jurisdictio n and authority of
the City and /or Committee or agenda business published with the meeting agenda. All delegations are limited to five
(5) minutes.
Attention:
Email:

City Clerk's Office, City of Brampton, 2 Wellington Street West, Brampton ON L6Y 4R2
cityclerksoffice@brampton.ca
Telephone: (905) 874-2100 Fax: (905) 874-2119

Meeting:

City Council
Corporate Services Committee
Economic Development Committee

Planning & Infrastructure Services Committee
Community & Public Services Committee
Other: Audit Committee

Meeting Date Requested: February 23, 2016

Agenda Item (if applicable):

Name of Individual(s): Kevin Travers

Position/Title: KPMG Auditor
Organization/Person
being Represented:

KPMG LLP

Full Address for Contact: 4100 Yonge Street, Suite 200
Toronto ON M2P 2H3

Telephone:
Email: ktravers@kpmg.ca

Subject Matter
to be Discussed:

KPMG Audit Plan for the 2015 Fiscal Year

Action
Requested:

As per report

A formal presentation will accompany my delegation:

Yes

Presentation format:

Adobe File or equivalent (.pdf)
Video File (.avi, .mpg)

PowerPoint File (.ppt)
Picture File (.jpg)

X No

Additional printed information/materials will be distributed with my delegation:

Yes

X No

Other: Verbal
Attached

Note: Delegates are requested to provide to the City Clerk’s Office well in advance of the meeting date:
(i)
25 copies of all background material and/or presentations for publication with the meeting agenda and/or
distribution at the meeting, and
(ii)
the electronic file of the presentation to ensure compatibility with corporate equipment.
Once this completed form is received by the City Clerk’s Office, you will be contacted to confirm your placement on the
appropriate meeting agenda.
Personal information on this form is collected under authority of the Municipal Act, SO 2001, c.25 and/or the Planning Act, R.S.O. 1990, c.P.13 and w ill be
used in the preparation of the applicable council/committee agenda and w ill be attached to the agenda and publicly available at the meeting and on the
City’s w ebsite. Questions about the collection of personal information should be directed to the Deputy City Cler k, Council and Administrative Services, 2
Wellington Street West, Brampton, Ontario, L6Y 4R2, tel. 905-874-2115.
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Report
Audit Committee
The Corporation of the City of Brampton
2016-02-23
Date:

2016-01-27

Subject:

Results of the Audit Effectiveness Survey – 2015

Contact:

Karen Liew, Acting Director Internal Audit, Office of the Chief
Administrative Officer,
905-874-3836.

Recommendations:
1. That the report from Karen Liew, Acting Director Internal Audit Division, dated
January 27, 2016 to the Audit Committee Meeting of February 23, 2016, re:
Results of the Audit Effectiveness Survey - 2015 (File GE.a) be received.
Overview:
 As part of the Internal Audit Quality Assurance program, Audit Effectiveness
surveys are issued to management with every final audit report to receive
timely feedback regarding the internal audit process.
 The results show that management is generally satisfied with the level of
service received from the Internal Audit Division.
 Over 76% of responses rated Internal Audit service as excellent or very good.
 Internal Audit uses the feedback to enhance processes in order to continue to
provide high quality value added service to the City.

Background:
In 2006, Internal Audit developed the Audit Effectiveness Survey (see Appendix A)
as part of our overall customer service commitment. The survey is used as a tool to
identify areas where improvements in processes can be made to enhance audit
services to the City of Brampton. Client surveys are considered a best practice by the
Institute of Internal Auditors and are an integral part of the Internal Audit Division’s
Quality Assurance and Improvement Program.
The survey is distributed when the final audit report is issued to the client. One
survey is sent per audit to the most senior person involved in the audit. They are
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encouraged to include comments/feedback from other staff within their department
who participated in the project.
It is not a requirement for the client to complete a survey and therefore there are
instances when a survey is not sent back. A reminder email is sent when a survey is
not received by Internal Audit within a few weeks’ time, however, that is the extent of
the follow up.
Completed surveys are sent to the Director, Internal Audit and any process related
issues are discussed with staff at the monthly audit division meeting with the
objective to determine if a revision could be made to the audit process to enhance
the quality of service.
Current Situation:
In 2015, Internal Audit issued 7 audit reports. Audit Effectiveness surveys were sent
after the final audit report was issued and a total of 3 surveys (43%) were completed
and returned to Internal Audit. This is the lowest return rate since the introduction of
the survey back in 2006 and as such over the course of 2016 Internal Audit will
consider changes to improve the rate of return.
Results from the 3 surveys are as follows:

The results of the surveys received indicate that management was generally satisfied
with the audit process and that the audit recommendations were relevant to their
business. Overall, 76% (i.e. 16 out of 21) of the responses either agreed or strongly
agreed to the statements.
Internal Audit appreciates all the feedback from clients. Each survey is reviewed and
discussed by the group and where applicable we make changes to our procedures.
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Strategic Plan:
This report achieves the Strategic Plan priority of Good Government as it facilitates
corporate excellence by promoting continuous improvement.
Conclusion:
The opportunity for Internal Audit to receive feedback on the audit process and on
the value of the audit from clients is very helpful and beneficial. Internal Audit uses
the surveys and other opportunities such as our yearly internal quality assessment,
and professional development to improve our processes in order to provide the
highest level of quality service to the operating departments.
Management has indicated that they are pleased with the objective, professional and
positive approach that Internal Audit brings to the review of their business processes
and the benefits of our work.

Karen Liew, Acting
Director Internal Audit

Reem Elchaer, Internal
Auditor

Attachments:
Appendix A: Audit Effectiveness Survey
Report authored by: Reem Elchaer, Internal Auditor
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Appendix A

Internal Audit
AUDIT EFFECTIVENESS SURVEY
Report Title:
Report Date:

Dept/Division:

We thank you and your staff for your assistance in our recent audit. Your feedback is
valuable in our efforts to continually improve our services. Please help us by completing the
following questionnaire. We encourage you to include input from other staff that were
involved in this audit. Thank-you.

Strongly
Agree

1
2

3

4
5
6
7

Agree

Neither
Agree
nor
Disagree

Disagree

Strongly
Disagree

The objectives of the audit were clearly
stated.
There were opportunities to provide input to
the planning of this project, i.e. discuss
business risks, critical business processes,
areas of concern etc…
The communication during the audit was
well conducted. I was informed of
significant issues and the progress of the
audit.
Audit staff were courteous, professional and
had a positive approach.
Audit staff made every effort to minimize (to
the extent possible) the disruption to our
day-to-day business activities.
Audit staff obtained sufficient knowledge of
my business to conduct the audit.
The recommendations made in the audit
report were clear, constructive and relevant.

Based on this audit what specific changes can we make to improve our process?
_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________
___________________________________________________________________________
Completed by: ____________________________

Date: _____________________

Kindly return completed survey to: Catherine Spence, Director Internal Audit, Internal Audit Division, West
rd
tower, 3 Floor.

5.2-1
Report
Audit Committee
The Corporation of the City of Brampton

2016-02-23
Date:

2016-02-12

Subject:

Quarterly Status of Management Action Plans – December 2015

Contact:

Karen Liew, Acting Director Internal Audit, Office of the Chief
Administrative Officer,
905-874-3836, karen.liew@brampton.ca

Overview:







As part of the Internal Audit follow-up process, departments are required to
provide Internal Audit with a quarterly update on the management action plan
status and progress of outstanding audit recommendations;
The objective of this report is for Internal Audit to inform Audit Committee
members on the progress of the implementation of recommendations, as
reported by management;
The comments reflect the status of the implementation of recommendations due
to be completed on or prior to December 31, 2015;
As at December 31, 2015, 91% of the audit recommendations with an
implementation due date of December 31, 2015 or prior, have been completed
by management;
Internal Audit may validate results at a subsequent date as part of the follow up
audit process;
Details concerning the individual recommendations are available upon request.

Recommendation:
1.That the report from Karen Liew, Acting Director, Internal Audit Division, dated
February 10, 2016 to the Audit Committee Meeting of February 23, 2016, re:
Quarterly Status of Management Action Plans – December 2015 (File GE.a),
be received.
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Background:
In accordance with Standard 2500 A-1 of the International Standards for Professional
Practice of Internal Auditing, Internal Audit has established a follow up process to
monitor and ensure that management action plans for audit recommendations have
been implemented. This process has been in place since 2006.
For the follow up process, departments are required to provide a quarterly update to
Internal Audit on the progress of implementing agreed upon audit recommendations.
Internal Audit reviews the comments submitted by the department and periodically
the Director, Internal Audit will meet with department heads to discuss their
comments, if necessary. Internal Audit will perform, in some cases, a follow up audit
to validate that the recommendations have been implemented, and that the
processes and procedures in place are operating effectively.
The results and comments from management are summarized in a quarterly report to
the Audit Committee, which includes appendices of revised due dates for all
outstanding recommendations for each audit report.
For this report, management responded with information detailing actions taken on
recommendations due to be implemented by December 31, 2015.
Current Situation:
All audit recommendations from audit reports issued prior to 2014 have been
implemented by management. This report analyzes recommendations from audit
reports issued in 2014 and 2015, which have a completion date (as stated in the
audit report) of or prior to December 31, 2015. Long range recommendations
(implementation completion date subsequent to December 31, 2015) are noted
where applicable.
Overall, management has implemented 91% of the recommendations as at
December 31, 2015. Since the last report to the September 16, 2015 Audit
Committee (which covered the status of audit recommendations with due dates of
prior to July 1, 2015, 59 recommendations have been completed.
Overall, there are a total of 160 recommendations that were originally scheduled to
be implemented prior to or by December 31, 2015, of which 47 recommendations
relate to 2014 audits, and 113 recommendations relate to 2015 audits. The following
is a table with the breakdown of the recommendations, by department, as at the end
of December 2015:
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Note: Where recommendations are the responsibility of more than one department
they have been recorded in each of the respective departments.
Analysis
Since the last report to the September 16, 2015 Audit Committee, management has
reported that all recommendations for the following audits have been completed:
-

CLASS Adjustments and Override Audit
Flower City Seniors Centre and Sports Administration Office-Building E Cash
Handling Audit

The following table provides a breakdown of the status of the recommendations, by
audit report, as at the end of December 2015:

For the 15 recommendations where implementation was originally due by or prior to
December 31, 2015, management has the following revisions to the implementation
dates:
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Strategic Plan:
This report achieves the Strategic Plan priority of Good Government through the
establishment of an Internal Audit follow up procedure for the implementation of audit
recommendations, which promotes corporate accountability, values and governance
best practice.
Conclusion:
Implemented recommendations are following a consistent trend with an overall
completion rate of approximately 80% to 90% over the past five years. This
demonstrates that management and staff are committed to implementing audit
recommendations to enhance processes in order to manage risk more effectively in
their respective areas. Internal Audit encourages management and staff to continue
striving to meet the target completion dates of audit recommendations.

Karen Liew
Acting Director, Internal
Audit Division

Reem Elchaer
Internal Auditor

Report authored by: Reem Elchaer
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Report
Audit Committee
The Corporation of the City of Brampton

2016-02-23
Date:

2016-02-08

Subject:

KPMG Audit Plan for the 2015 Fiscal Year

Contact:

Shirley Gannon, Director of Treasury Services and Deputy Treasurer
Ext. 4-2235
shirley.gannon@brampton.ca

Recommendations:
1.

That the report from Shirley Gannon, Director of Treasury Services & Deputy
Treasurer, Finance, Corporate Services dated February 8th, 2016 to Audit
Committee meeting of February 23 rd, 2016 re: “KPMG Audit Plan for the
2015 Fiscal Year”, be received and

2.

That the Audit Planning Report for the Year Ending December 31 st, 2015,
prepared by KPMG LLP, Chartered Accountants to the Audit Committee, be
received.

Overview:
 Section 296 of the Ontario Municipal Act, 2001 requires the appointment of
an auditor licensed under the Public Accounting Act, 2004.
 The City’s Auditor, KPMG LLP, Chartered Accountants, will be performing
the statutory audit of The Corporation of the City of Brampton and its Local
Boards/Committees, including the City of Brampton Public Library Board,
the Brampton Downtown Development Corporation and the Downtown
Brampton BIA, for the fiscal year ended December 31 st, 2015.
 The City’s Auditor, KPMG LLP, Chartered Accountants, have prepared the
attached Audit Planning Report for the Audit Committee’s Information.

Background:
The Ontario Municipal Act, 2001 states that:
296

(1)
(a)

A municipality shall appoint an auditor licensed under the Public
Accounting Act, 2004 who is responsible for,
Annually auditing the accounts and transactions of the municipality and
its local boards and expressing an opinion on the financial statements
of these bodies based on the audit
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KPMG LLP, Chartered Accountants were first appointed as the auditors for the
Corporation of The City of Brampton and its Local Boards/Committees in 1990. The
role of the external auditors is to audit the consolidated financial statements for the
Corporation of The City of Brampton and express and independent opinion on these
financial statements. The audit is conducted in accordance with Canadian Generally
Accepted Auditing Standards. These standards require that the auditors plan and
perform the audit to obtain reasonable assurance whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluation of the overall financial
statement presentation.
In addition, the auditors are also responsible for advising management and City
Council of any internal/financial controls or operational issues that may be identified
during their audit.
The consolidated financial statements are the responsibility of the management of
the City of Brampton and are prepared in accordance with the accounting principles
and disclosure requirements of the Public Sector Accounting Board (PSAB) of the
Canadian Institute of Chartered Accountants.
Current Situation:
KPMG LLP, Chartered Accountants have prepared the attached Audit Planning Report
to the audit committee. The Audit Planning Report provides information to the Audit
Committee relating to the activities of KPMG LLP in discharging their audit
responsibilities for the fiscal year ending December 31st, 2015.
Corporate Implications:
There are no corporate implications resulting from this report.
Strategic Plan:
This report achieves the Strategic Plan priority of Good Government by ensuring
financial accountability and compliance with statutory reporting requirements.
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Conclusion:
KPMG LLP will be performing the statutory audit of the City and its Local Boards and
Committees including the City of Brampton Public Library Board, the Brampton
Downtown Development Corporation and the Downtown Brampton BIA for the fiscal
year ended December 31 st, 2015 in accordance with the Generally Accepted Auditing
Standards.

_____________________________
Shirley Gannon
Director of Treasury Services
and Deputy Treasurer

____________________________
Peter Honeyborne
Executive Director, Finance
and Treasurer

Attachments:
Appendix: KPMG Audit Planning Report for the year ended December 31 st, 2015
Report authored by: Shirley Gannon, Director of Treasury Services & Deputy
Treasurer
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AUDIT

The Corporation of the
City of Brampton
Audit Planning Report
For the year ending December 31, 2015

Chartered Professional Accountants,
Licensed Public Accountants
November, 2015
kpmg.ca
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The Corporation of City of Brampton Audit Planning Report for the year ending December 31, 2015

The contacts at KPMG in
connection with this report are:

Kevin Travers, CPA, CA
Lead Engagement Partner
Tel: 416-228-7004
ktravers@kpmg.ca
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At KPMG, we are passionate about earning your trust. We take deep
personal accountability, individually and as a team, to deliver
exceptional service and value in all our dealings with you.
At the end of the day, we measure our success from the
only perspective that matters – yours.
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Executive summary
Audit and business risk

Audit Materiality

Independence

Our audit is risk-focused. In planning our audit we

Materiality has been determined based on prior

We are independent and have extensive quality

have taken into account key areas of focus for

year actual revenues. We have reviewed the

control and conflict checking processes in place.

financial reporting. We will discuss these risks

scope of work for the City. Materiality will be set

We provide complete transparency on all services

with you during the upcoming meeting.

at lower thresholds where necessary to meet local

and follow Audit Committee approved protocols.

See page 4-5 for detailed information.

component financial statement audit
requirements. We have determined group
materiality to be $13,000,000 for the year ending

KPMG team

December 31, 2015 (2014 - $14,000,000).
See page 8 for detailed information.

The KPMG team will be led by Kevin Travers, CPA,
CA. Subject matter experts will be involved to
ensure our approach is appropriate and robust.

Effective communication
We are committed to transparent and thorough
reporting of issues to the Chief Administrative
Officer, Chief Corporate Services Officer,
Executive Director, Finance and Treasurer, other
members of senior management and the Audit
Committee.
Fraud related inquiries – professional standards
require that during our audit, we obtain your views
on the risk of fraud.
See page 14 for detailed information.

This Audit Planning 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 Planning 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.
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Audit approach
Professional standards
presume that the risk of
fraudulent revenue
recognition and the risk of

CAS
requirements

Why

Our audit approach

Fraud risk from
management
override of controls

This is a presumed fraud risk.



As the risk is not rebuttable, our audit methodology incorporates the
required procedures in professional standards to address this risk.
These procedures include testing of journal entries and other
adjustments, performing a retrospective review of estimates and
evaluating the business rationale of significant unusual transactions.

Fraud risk from
revenue
recognition

This is a presumed fraud risk.



Our audit approach will consist of evaluating the design and
implementation of selected relevant controls. It will also consist of
performing substantive procedures to address the relevant assertions
associated with the significant risk.



As part of our audit approach to address the inherent risk of error in
revenue recognition, KPMG substantively tests revenues (both
recognized and amounts held as deferred at year end) and recalculates
management’s calculation of deferred revenue – obligatory reserve
funds through auditing management’s methodology.

management override of
controls exist in all

We have not identified any
specific additional risks of
management override relating to
this audit.

organizations.
The risk of fraudulent
recognition can be
rebutted, but the risk of
management override of
control cannot because
management is typically in
a unique position to
perpetrate fraud because
of its ability
to manipulate accounting
records and prepare
fraudulent financial
statements by overriding
controls that otherwise
appear to be operating
effectively.

Audit standards require us to
assume there are generally
pressures or incentives on
management to commit
fraudulent financial reporting
through inappropriate revenue
recognition. This can be
penetrated through revenue cutoff or manual journal entries and
other adjustments.
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Audit approach
The components over which we plan to perform audit procedures are as follows:
Professional standards
require that we obtain an
understanding of the
City’s organizational
structure, including its
components and their
environments that is

Components

The Brampton Public
Library Board,
Brampton Downtown
Development Corporation,

components that are

Downtown Brampton BIA

that contain specific risks
that must be addressed
during our audit.
Group auditors are
required to be involved in
the component auditors’
risk assessment in order
to identify significant risks
to the group financial
statements. If such
significant risks are
identified, the group
auditor is required to
evaluate the
appropriateness of the
audit procedures to be
performed to respond to
the identified risk.

Our audit approach

Non-significant components;
however, these components are
required to obtain audited local
statutory financial statements
under the Municipality Act.

The group audit engagement team, KPMG LLP, will be providing statutory
audit opinions on these respective fiscal year 2015 financial statements.

Non- significant
components:

sufficient to identify those
financially significant or

Why

5

6.1-9
The Corporation of City of Brampton Audit Planning Report for the year ending December 31, 2015

Audit approach (continued)
Other areas of focus include the following:
Area of Focus

Our Audit Approach

Implementation of the
Contaminated Sites liability
accounting standards






Evaluate the controls and policies in place at the City surrounding the recognition, measurement and completeness of
contaminated sites and review and testing of management’s key assumptions and estimates
Review management’s analysis to establish the year end balances as at December 31, 2015
Make inquiries of key stakeholders to validate the completeness assertion of contaminated sites
Evaluate and rely on experts engaged by the City to formulate the contaminated site liability

Tangible capital assets








Select a sample of additions for examination (including contributed tangible capital assets)
Ensure that costs reflective of capital investments are appropriately recorded as tangible capital assets
Review a sample of any dispositions during the year
Recalculate amortization expense for the year
Assess impairment
Review disclosures

Capital lease obligation






Examine supporting documentation on lease payments made during the fiscal year
Review of management’s prepared lease amortization schedule
Recalculate interest expense for the year
Review note disclosures

Tax receivable and taxation
revenue




Test and evaluate design and operating effectiveness of controls over tax revenues
Substantive approach recalculating tax revenue using approved tax rates and assessments

Employee future benefits



Reliance on actuaries engaged by the City; update our understanding of the activities over the quality of information used, the
assumptions made, the qualifications, competence and objectivity of the preparer of the estimate, and the historical accuracy
of the estimates
Communicate with actuaries and test data provided to the actuaries
Perform trend analysis
Review assumptions used
Review disclosures
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Audit approach (continued)




Examination of the continuity of deferred revenue – obligatory reserve funds, including vouching significant receipts and
expenditures
Verification of significant transfers to approvals
Recalculation of interest income allocation

Expenses – salaries and
benefits





Test and evaluate design and operating effectiveness of controls over payroll
Test of employment expenses for a sample of employees by verifying payroll records to HR contracts
Substantive approach recalculating payroll-related accruals

Accounts payable, accrued
liabilities and other expenses





Search for unrecorded liabilities
Examine significant accrued liabilities for existence, accuracy and completeness
Perform substantive test of details on selected non-payroll expenditures

Consolidation




Review operations of consolidated entities
Review the accuracy and completeness of the eliminating balances as prepared by management

Contingencies




Review of Council Meeting minutes
Direct communication with internal legal counsel (and external as necessary) to ensure that all significant contingent
liabilities are appropriately disclosed and/or recorded
Significant findings review with management

Deferred revenue – obligatory
reserve funds
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Materiality
The determination of materiality requires judgment and is based on a combination of quantitative and qualitative assessments including the nature of account
balances and financial statement disclosures.
Professional standards
require us to re-assess
materiality at the completion
of our audit based on periodend results or new

Materiality
determination

Comments

Metrics



Relevant metrics included assets and revenue.

Benchmark



Based on fiscal year 2014 actual revenue less contributed revenues



This benchmark is consistent with the prior year.

Amount

information in order to
confirm whether the
amount determined for
planning purposes remains

$643.18 million

appropriate.

% of Benchmark



The corresponding percentage for the 2014 audit was 2%.

2.02%

Our assessment of

Materiality



Determined in order to plan and perform the audit and to evaluate the effects
of identified misstatements on the audit and of any uncorrected
misstatements on the financial statements.

$13 million



The corresponding amount for the 2014 audit was $14 million

misstatements, if any, in
amounts or disclosures at
the completion of our audit
will include the consideration
of both quantitative and
qualitative factors.
The first step is the
determination of the
amounts used for planning
purposes as follows.
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Value for fees
The Value of our Audit Services



Extensive industry experience on our audit team – the senior members of
our team have extensive experience in audits of local governments. This

We recognize that the primary objective of our engagement is the completion of

experience ensures that we are well positioned to identify and discuss

an audit of the consolidated financial statements in accordance with professional

observations and insights that are important to you; Kevin Travers is not only

standards. We also believe that our role as external auditor of the City and the

the lead audit partner on 4 other GTA municipal audits in addition to the City

access to information and people in conjunction with our audit procedures,

of Vaughan, but he is the leader of KPMG’s National Cities Practice.

places us in a position to provide other forms of value. We know that you expect
this of us.



Areas of improvement - during the course of our audit, we may become
aware of opportunities for improvements in financial or operational

We want to ensure we understand your expectations. To facilitate a discussion

processes or controls. We will discuss any such opportunities with

(either in the upcoming meeting or in separate discussions), we have outlined

management and provide our recommendations for performance

some of the attributes of our team and our processes that we believe enhance

improvement. We will also include a synopsis of these issues and our

the value of our audit service. We recognize that certain of these items are

recommendations in our discussions with you at the completion of the audit.

necessary components of a rigorous audit. We welcome your feedback.
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Audit cycle and timetable
Our key activities during the
year are designed to achieve
our one principal objective:
To provide a robust audit,
efficiently delivered by

Conduct interim audit field work:

Planning meeting with management:

Week of November 30, 2015

December 2015
Commenced year end planning:
November 2015

a high quality team focused
on key issues.
Planning

Our timeline is in line with prior

Interim
fieldwork

year, with significant risks
discussed before field work to
avoid any last minute surprises.
Strategy

On-going
communication with
Council/Audit
Committee and Senior
management

Debrief

Final
fieldwork
and
reporting

Final fieldwork:
3 weeks from
March 7 to March 24, 2016

Statutory / Other

and Week of April 11, 2016

Reporting
Audit findings discussion:
TBD
Issuance of Audit Report:
TBD
Audit Committee meeting:
TBD

Issuance of Audit Report: TBD
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Appendices
Appendix 1: Audit Quality and Risk Management
Appendix 2: KPMG’s audit approach and methodology
Appendix 3: Required communications
Appendix 4: Current developments
Appendix 5: Thought leadership
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Appendix 1: Audit Quality
and Risk Management
KPMG maintains a system of quality control designed to reflect our drive and

Quality control is fundamental to our business and is the responsibility of every

determination to deliver independent, unbiased advice and opinions, and also

partner and employee. The following diagram summarises the six key elements

meet the requirements of Canadian professional standards.

of our quality control systems.
Visit http://www.kpmg.com/Ca/en/services/Audit/Pages/Audit-QualityResources.aspx for more information.



Other controls include:

–

–



•

Before the firm issues its
audit report, 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.



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:

Independence,
integrity, ethics
and objectivity

Other risk
management
quality controls

Personnel
management

–
–
–
–
–
Acceptance &
continuance of
clients /

Independent
monitoring

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.

Engagement
performance
standards

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.

12

6.1-16
The Corporation of City of Brampton Audit Planning Report for the year ending December 31, 2015

Appendix 2: KPMG’s audit approach
and methodology
Technology-enabled audit work flow (eAudIT)
Engagement Setup

Risk Assessment



Tailor the eAudIT work flow to
your circumstances



Tailor the eAudIT work flow to your
circumstances



Access global knowledge
specific to your industry



Understand your business and
financial processes



Team selection and timetable



Identify significant risks



Plan involvement of KPMG
specialists and others including
external experts, internal auditors,
service organizations auditors and
component auditors

Completion


Tailor the eAudIT work flow to
your circumstances



Update risk assessment



Perform completion procedures



Determine audit approach

and overall evaluation of results



Evaluate design and implementation
of internal controls

and financial statements



Form and issue audit opinion on
financial statements



Obtain written representation
from management



Testing


Tailor the eAudIT work flow to your
circumstances



Test operating effectiveness of
internal controls (as considered
necessary)



Perform substantive tests

Required Audit Committee
communications



Debrief audit process
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Appendix 3: Required communications
have the instances been appropriately addressed and how have they
been addressed?

In accordance with professional standards, there are a number of
communications that are required during the course of our audit. These include:



Engagement letter – the objectives of the audit, our responsibilities in



What are your views about fraud risks in the entity?

carrying out our audit, as well as management’s responsibilities, are set out



How do you exercise effective oversight of management’s processes
for identifying and responding to the risk of fraud in the entity and
internal controls that management has established to mitigate these
fraud risks?



How is the entity complying with the legal and regulatory
framework?

in the engagement letter as attached.



Audit planning report – as attached



Required inquiries – professional standards require that during the planning
of our audit we obtain your views on risk of fraud and other matters. We
make similar inquiries to management as part of our planning process;
responses to these will assist us in planning our overall audit strategy and



the completion of the annual audit. In accordance with professional

audit approach accordingly.



Are you aware of, or have you identified any instances of, actual,
suspected, possible, or alleged non-compliance of laws and
regulations or fraud, including misconduct or unethical behaviour
related to financial reporting or misappropriation of assets? If so,

Management representation letter – we will obtain from management at
standards, copies of the representation letter will be provided to the Audit
Committee.



Audit findings report – we will provide this report at the completion of our
audit to the Audit Committee.
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Appendix 4: Current developments
The following is a summary of the current developments that are relevant to the City.

Standard

Financial Instruments

Summary and implications

A new standard has been issued, establishing a standard on accounting for and reporting all types of financial instruments
including derivatives. This standard is effective for fiscal periods beginning on or after April 1, 2016 (the City’s fiscal 2017
year-end).
Implications: This standard will require the City to identify any contracts that have embedded derivatives and recognize
these on the consolidated statement of financial position at fair value. Portfolio investments in equity instruments are
required to be recorded at fair value. All other non-derivative financial instruments will be measured at cost or

amortized cost. A government can elect to record other financial assets or liabilities on a fair value basis, if they
manage and evaluate the asset and liability groups on that basis. Changes in fair value will be reported in a new financial
statement – statement of remeasurement gains and losses. This standard sets out a number of disclosures in the financial
statements designed to give the user an understanding of the significance of financial instruments to the City. These
disclosures include classes of financial instruments and qualitative and quantitative risk disclosures describing the nature and
extent of risk by type. The risks to be considered include credit, currency, interest rate, liquidity, and market risk.
Foreign Currency Translation

A revised standard has been issued establishing standards on accounting for and reporting transactions that are
denominated in a foreign currency.
The standard is effective for fiscal periods beginning on or after April 1, 2016 (the City’s fiscal 2017 year-end). Earlier
adoption is permitted. An entity early adopting this standard must also adopt the new financial instruments standard.
Implications: Exchange gains and losses arising prior to settlement are recognized in a new statement of remeasurement
gains and losses.

Financial statement presentation
Portfolio investments

These standards will be effective when the City implements the Financial instruments and Foreign Currency Translations
sections.
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Appendix 5: Thought Leadership
KPMG’s Public Sector practice proudly provided numerous programs, webinars, publications and communications to Public Sector entities, including
Government Organizations, Not-for-Profits and Charities during the past year. Below is a quick reference list for your convenience.
KPMG’s Public Sector Practice - Year in Review
Webinars



Indirect Tax Issues & Public Sector Organizations
This webinar discusses how indirect taxes in Canada continue to evolve, bringing additional compliance issues and increasing the risks of over or
under paying taxes. It looks at a number of major GST/HST and PST changes and their impact on Public Sector organizations (e.g. Not-for-Profit
organizations, Charities, Municipalities, Universities, Colleges, Hospitals, Schools and Associations). Also covered in this webinar are savings
opportunities as well as risks in view of the Canada Revenue Agency's (CRA) focus on Public Sector organizations for purposes of conducting
GST/HST audits.

Publications and Communications




Integrating Human Services in an Age of Fiscal Restraint (A Shifting Gears Report)
This report evaluates the ongoing initiative in Ontario’s Peel Region – and offers a valuable roadmap to other Public Sector organizations undertaking
large-scale service reform in this age of fiscal restraint.
Fiscal Sustainability & the Future of Public Services (A Shifting Gears Report)
This progress report examines how well the Public Sector in Canada and across the OECD are doing in returning to fiscally sustainable positions. It
points out that while Canadian governments are in better shape than many of their peers, complacency must be avoided; and Governments must
think carefully about incentives, governance, accountability, transparency, and measurement grounded in evidence. These are five lenses through
which Public Sector organizations can assess potential reform initiatives.
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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
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