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9:30 a.m. – Regular Meeting 

 

Closed Session (See Item 10) – Following Regular Business 
 (Under Section 239 of the Municipal Act, SO, 2001) 

 

Council Chambers – 4th Floor – City Hall 
 
 
 

Council Members: Regional Councillor M. Medeiros – Wards 3 and 4 (Chair) 
 Regional Councillor R. Santos – Wards 1 and 5 (Vice Chair) 
 Regional Councillor M. Palleschi – Wards 2 and 6 

 Regional Councillor G. Dhillon – Wards 9 and 10 
 City Councillor J. Bowman – Wards 3 and 4 
 City Councillor D. Whillans – Wards 2 and 6 
 City Councillor H. Singh – Wards 9 and 10 
 
 

Citizen Members: Iqbal Ali 
 Rishi Jain 
 Abid Zaman 

 
 
 
 
 
 
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 
Telephone (905) 874-2178, TTY (905) 874-2130, cityclerksoffice@brampton.ca 

  

Note: Meeting information is also available in alternate formats, upon request. 
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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 Kevin Travers, Partner, KPMG LLP Chartered Accountants, re: 
KPMG Audit Plan for the 2019 Fiscal Year. 
 

(See Item 6.1) 
 

 
5. Reports – Internal Audit 

 

5.1. Report from G. Constantine, Acting Director, Office of Internal Audit, dated May 
6, 2019, re: Employee Benefits Audit Report. 
 

 
5.2. Report from G. Constantine, Acting Director, Office of Internal Audit, dated July 

22, 2019, re: Information Technology Disaster Recovery Engagement 
Report. 
 

 
5.3. Report from G. Constantine, Acting Director, Office of Internal Audit, dated 

October 16, 2019, re: Data Centre Audit – Transit. 
 

 
5.4. Report from G. Constantine, Acting Director, Office of Internal Audit, dated 

October 21, 2019, re: Fleet Services Audit Report. 
 

 
5.5. Report from G. Constantine, Acting Director, Office of Internal Audit, dated 

October 21, 2019, re: Status of Management Action Plans – September 30, 
2019. 
 

To be received 
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5.6. Report from G. Constantine, Acting Director, Office of Internal Audit, dated 
October 21, 2019, re: Corporate Fraud Prevention Hotline Update. 
 

To be received 
 
 

6. Reports – Finance 
 

6.1. Report from M. Kuzmanov, Accounting Manager, Corporate Services, dated 
November 12, 2019, re: KPMG Audit Plan for the 2019 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 these agenda items are distributed to 
Members of Council and senior staff only. 

 
10.1. The security of the property of the municipality or local board 

 
10.2. The security of the property of the municipality or local board 

 
10.3. The security of the property of the municipality or local board 

 
10.4. The security of the property of the municipality or local board 

 
 

11. Adjournment 
 
Next Regular Meeting:  Tuesday, March 10, 2020 

 



 
 
 Report 

Audit Committee 
The Corporation of the City of Brampton  

November 19, 2019  
 

 

Date: May 6, 2019 

 
Subject: Employee Benefits Audit Report 

 
Contact: Gail Constantine, Acting Director, Office of Internal Audit, 905-874-

2055, gail.constantine@brampton.ca 
 
 

Executive Summary: 

The 2018 Annual Audit Plan included an audit of Employee Benefits.  The audit 
focused on determining the adequacy of controls over the administration of employee 
benefits.  This process was last audited in 2012 and the management action plans 

developed to address the 2012 issues identified were implemented.  

The Compensation and Benefits section in the Human Resources Division is 
responsible for the day-to-day management, administration and overall oversight of 

the employee benefits program. 
 

In 2017, the City paid over $19.53 million for 279,216 Group Health claims, of which 
$14.23 million was for Extended Health claims. 
 

The City of Brampton (“City”) provides a range of benefits to employees, retirees, 
their spouses and eligible dependents as part of employees’ compensation.  

Employee benefits include Group Health (Extended Health, Dental, Vision), Disability 
(Short and Long Term), Life Insurance and Accidental Death and Dismemberment 
(ADD). The City has entered into contracts with various third party administrators for 

the provision of these benefits.   
 

Group health benefits are delivered thorough an Administrative Services Only (ASO) 
contract between the City and the Benefits Plan Provider.  In this type of 
arrangement the City funds its benefits plan, but hires an outside firm to perform 

specific administrative services. The Plan Provider is responsible for the 
administration, review, processing, adjudication and payment of benefit claims to 

eligible Plan members on behalf of the City. The City has also contracted with a 
Benefits Consultant.  Some of the services provided by the Consultant include 
benchmarking, day-to-day support, review and analysis of claims data and providing 

reports to City management.   
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Overall results: 

 
Based on the work performed, the internal controls supporting employee benefits 
activities require enhancement.  Specifically, the following opportunities for 

improvement were identified: 
 

Topic Findings & Recommendations Audit Rating 

Management 

Oversight  
 

Human Resources Management should 

strengthen their practices to enhance oversight, 
ensuring the adequacy of the services provided, 

vendor performance and service levels.  

 

 

Policies and 
Procedures 

Update all key policies and related SOPs to 
ensure they reflect current practices. 

 
 

 
 

 
 

Background: 

 

The City of Brampton provides a range of benefits to approximately 3,400 
employees, retirees, their spouses and eligible dependents based on City policies, 
plan documents and collective agreements negotiated with employee groups.  The 

benefit programs include Group Health (Extended Health, Dental, Vision), Disability 
(Short and Long Term), Life Insurance, Accidental Death and Dismemberment 
(ADD). Benefit coverage levels for employee plan members vary by employee group. 

 
The City has entered into third party agreements for the provision of these benefit 

programs.  Group health, long term disability benefits are delivered thorough an 
Administrative Services Only (ASO) contract between the City and the Benefits Plan 
Provider.  This contract has been in place since 2011 and was renewed in early 

2019.  The Plan Provider is responsible for the administration, review, processing, 
adjudication and payment of benefit claims to eligible Plan members on behalf of the 

City.  Members submit claims to the Plan Provider for reimbursement.  On a monthly 
basis, the City reimburses the Benefit Plan Provider for the claims paid in addition to 
an administration fee and related taxes.  The City has also contracted with a Benefits 

Consultant to review the claims data and provide reports to management.   
 

The Compensation and Benefits section in the Human Resources Division is 
responsible for the day-to-day management, administration and overall oversight of 
the employee benefits program.  These activities are carried out by an HR Benefits 

Analyst and an Associate, who report to the Manager, Compensation and Benefits.    

In 2017, the City paid over $19.53 million for 279,216 group health and dental benefit 

claims, of which $14.23 million was for extended health.  Extended health claims 
increased $1.26 million over the $12.97 million paid in 2016.  The increase was due 

P2 
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primarily to claims in the medical services and supplies (elastic stockings and 
miscellaneous), paramedical (chiropractor, masseur and physiotherapy) and 
pharmacy benefit categories.  

 
Audit Scope and Objectives: 

 
The audit of employee benefits will be completed in two Phases.  The scope of this 
Phase One audit covered employee benefits for full time union, non union and retired 

City employees during the period from January 1, 2017 to December 31, 2017. The 
areas reviewed included:  

 Extended Health Benefits 
o Hospital services;  
o Medical services and supplies such as orthotics, orthopedics; 

o Paramedical services such as chiropractors, masseurs, 
physiotherapists, occupational therapists;  

 Short Term disability (STD), and 

 Long Term Disability (LTD).   
The following areas were NOT included in the scope of this audit: 

 Benefit Plan design, including the nature and extent of Plan coverage; 

 Detailed review of Benefit Provider’s internal processing and control activities 

related to claim review, claim adjudication, and fraud investigations; 

 Compliance with the WSIB Act, the Occupational Health and Safety Act, the 

Labour Relations Act, or the Employment Standards Act; 

 Retirement benefit provided through OMERS; 

 Employee and Family Assistance Program (EFAP); 

 Emergency out of country; 

 Hospital services; 

 Dental benefits; 

 Pharmacy (drugs); 

 Vision Care; 

 Benefits relating to the Mayor and City Councillors; or 

 Detailed review of PeopleSoft. 

 
A Phase Two Audit of employee benefits is planned to commence in late 2019.  

The objectives of the Phase One audit were to assess and determine whether the 

processes, procedures and controls for the administration of employee benefits were 
adequately designed and operating effectively to ensure that:  

 Only eligible staff (including retirees) and dependents received benefits for 
which they have enrolled;  

 Benefit Plans were administered and managed in a cost-effective, efficient and 

timely manner; 

 Plan costs and payments to the benefit provider were accounted for 

accurately, timely and in accordance with terms of the plan and contract;  

5.1-3



 
 
 

 Current practices were in compliance with the contract, plan provisions, City 
and HR Division policies, procedures, applicable regulations and statutory 
requirements; 

 Practices were in place to manage the contract, monitor and assess vendor 
performance, and take appropriate, timely action where requirements are not 

being met; and 

 Information and data were complete, secure, confidential, and access limited. 

 
Findings and Recommendations: 

 
1. Management Oversight  

 

Administrative Services Only (ASO) is an arrangement by which an organization 
funds its own employee benefit plan, such as a health plan, but hires an outside 
firm to perform specific administrative services such as evaluating and processing 

claims.  

In 2011, the City entered into an ASO agreement with a third party Benefits Plan 

Provider.  The Benefit Plan Provider is responsible for the administration, 
adjudication and payment of extended health and dental benefit claims for a fee.  
The City, as the Plan Sponsor, retains all final authority and responsibility for the 

Plan and its operation.      

The City has also contracted with a Benefits Consultant to act as a liaison 

between the City and the Benefits Plan Provider.  Some of the key services 
provided include reviewing the ASO statements and claims data; monitoring 
administrative procedures; and claims management according to Service Level 

Agreements (SLAs); and arranging for audits of providers if required.  

Human Resources management indicated that they rely almost entirely on the 

information provided by the Benefits Plan Provider and the additional work done 
by the Benefits Consultant. The following gaps were noted: 

i. Quality assurance (QA) review of claims paid – The Benefits Plan Provider 

conducts a review of claims to ensure they are adjudicated based on 
contractual, administrative and procedural requirements.  The review includes 

over and underpayments, financial errors and customer service errors and is 
based on a percentage of claims paid across its entire block of business, not 
just for the City.  The Benefits Consultant monitors whether the claims 

management is in accordance with the Service Level agreement between the 
City and Benefit Plan Provider.  The quality of the underlying data is not 

included in the QA review of claims and our audit identified some 
inconsistencies in this area. 

ii. Inconsistent Data – Before a claim is paid, one piece of information that is 

examined is the service provider ID number.  The service provider ID number 
verifies that the service provider has been approved by the Benefit Plan 

Administrator to provide services for the benefit plan.    
 

Priority 2 
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Our review and analysis of the data provided by the Benefits Plan Provider 
found a number of claims with no service provider ID or the service provider ID 
was indicated as “0”.  The details are indicated in the table below.  

 
 

Benefit 

Category 

 Count Amount Paid 

Chiropractic 18,101  $638,360.97  

Massage 30,075 $1,106,123.91  

Miscellaneous 
Health 

1,991  $246,341.42  

Orthotics 464  $131,891.01  

Physio 3,593  $125,236.10  
Total 54,224 $2,247,953.41  

 

Currently, a provider ID is populated for health and dental claims submitted 
electronically and the claim system prompts the adjudicator for provider 

information for specific types of services that are manually entered. On further 
enquiry, the Benefit Plan Provider informed us that blanks or “0” were 
indicated because the registry and matching for manual health claims 

adjudication was rolling out in 2017. This meant that the data entry for these 
fields may not have been done at the time of the claim. We performed 

additional testing for a random sample of 25 paid claims selected across 
categories identified in the table above and confirmed that they had been 
validated.     

We were also informed that the entering of service provider information in the 
claims system and matching with the service provider ID was fully 

implemented on October 10, 2017.  The Benefit Provider advised us that they 
were aware that after this date, the service provider fields in the system had 
not been updated for all claims, but information was reviewed electronically as 

part of the claims process.  We determined that 5,129 of the 54,224 claims in 
the table above had been paid during the period from October 10, 2017 to 

December 31, 2017 and requested information to confirm that the service 
provider matching had been performed in the system.  We are unable confirm 
this as we were not provided with the information. 

Human Resources Division does not have direct access to the Benefit Plan 
Provider’s claim system, and therefore is not able to perform verification of the 

Service Providers. However, Human Resources Division is entitled to receive 
information upon request from the Benefit Plan Provider in order to perform 
such verification.  It is recommended that management establish and 

implement a process to such verification can be performed.   

iii. Enhanced analysis of data and information – The Benefit Plan Provider and 

the Benefits Consultant prepare various reports and other information for 
Human Resources Division staff, management, and Executive Management.  
Examples of these reports include: 
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 Claim Service by Detail Relationship 

 Client SLA Quality Report 

 Recurrent Claims 

 Benchmark and Trending Report 

 Claims Management Report Card  
(referred to by Human Resources as the Performance Standard Agreement 
Report Card) 

 Service Review 

 Benefit Consultant 6 and 12 Month Updates 
 

It should be noted that the day to day administration and overall management 
of the City’s Employee Benefits program are carried out by three staff in the 
Human Resources Division. The provision of specific services related to the 

administration and review of the Benefits Plan have been outsourced to 
various third parties to supplement the work of this small group.   

 
We examined and reviewed the reports identified above and discussed 
additional documents prepared by Human Resources staff to assess the 

adequacy of oversight carried out by the Division. The documents did not 
provide sufficient evidence of any additional review, analysis and identification 

of concerns by the HR Division.  While services and activities may be 
outsourced, the risks that remain an integral part of those services and 
activities cannot be.  The responsibility for managing those risks; for ensuring 

that the third parties are performing efficiently, effectively and are in 
compliance with agreements; and for assessing the results and determining 

any corrective action to be taken still remains with the Human Resources 
Division.   

 

 
Recommendations: 

Human Resources Division management should: 

i. Identify and implement methods to enhance oversight of the services provided 
by the Benefit Plan Provider and the Benefits Consultant, to ensure they 

comply with the contract requirements, to assess whether agreed service 
levels are being achieved. 

    
ii. Strengthen the ongoing review and analysis of employee and other benefit 

plan information used and produced by the Benefit Plan Provider and Benefits 

Consultant to ensure that it is accurate, complete and meets City and Human 
Resources Division business requirements such as privacy and confidentiality.  

iii. Given the amount of data currently available, Human Resources should 
consider having additional trending and exception reports prepared by the 
Benefit Consultant. Additional reporting enhances management oversight of 

the benefit program.  For example: 
 

 Claims by the same family for the same service on the same day; 

 Multiple claims for the same services by one individual on the same day; 
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 Claims for different services by an individual or family group on the same 
day 

 Claims for services not normally provided to an individual, for example 

orthotics for newborn;  

 Unusual increases in claims in specific categories such as orthotics, 

physiotherapy. 
 

Management’s Response: 
 
Rec. # Management Action Person 

Responsible 
Target 

Completion Date 

i.  Management agrees with the 
findings and recommendation 
related to assessing the agreed to 

service levels. 

The current practice of an annual 

review of the Performance Standard 
Agreement (report card) with the 
benefit provider will be enhanced.  

Monthly service-focused discussions 
will be scheduled with the Benefit 

Consultant to review, assess, 
investigate and validate service 
levels.  This will further enhance 

oversight. 

Manager, 
Compensation 
and Benefits 

December 31, 
2019 

ii. Management agrees with the 
findings and recommendation for 

ongoing review and analysis of 
employee and benefit plan 
information. 

 
The current practice of hosting four 

annual meetings with the Benefit 
Consultant will be further enhanced.  
Status update meetings via 

conference call will be scheduled on 
a monthly basis with standing 

agenda items specific to trending 
and data integrity to ensure services 
performed meet the needs of the 

City and HR oversight is 
strengthened. 

 
Formal records of discussions will 
be created while maintaining privacy 

and confidentiality standards. 
 

Management will continue to utilize 

Manager, 
Compensation 

and Benefits 

December 31, 
2019 
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Rec. # Management Action Person 

Responsible 

Target 

Completion Date 

the benefit consultant for oversight 
as outlined in scope of services. 

iii. Management agrees with the 

findings and recommendation in 
principle.  
 

The current practice of reviewing the 
reports at the annual meetings will 

be enhanced to include trending 
discussions at each monthly status 
update meeting with the Benefit 

Consultant.  As required, special 
reports will be requested to further 

increase oversight specific to claim 
experience. 

Manager, 

Compensation 
and Benefits 

December 31, 

2019 

 
 

2. Policies and Procedures Are Not Current     
 

A number of policies and standard operating procedures exist that relate to 
employee benefits on the City intranet.  They are: 

 Policy 5.2.0 Employee Benefits 

 Policy 6.4.0 Employee Claim Files 

 Policy 9.1.0 Short Term Disability 

 Policy 9.2.0 Long Term Disability 

 SOP  Benefit Rate Changes  

 
These policies are outdated and do not reflect the current organization, positions 

or practices.  Three of the policies examined had been approved by Council in 
October 2002 and the Employee Benefits Policy, was approved in December 
2006. The Benefit Rate Changes SOP was prepared in 2013, but did not include 

an effective date, approval date or approval signatures. 

The absence of properly approved policies and procedures which reflect the 

current roles, responsibilities and requirements means that employees performing 
these activities and others who should have access to this information may not be 
aware of the requirements and, as a result, may not comply with them. 

Policies and procedures are an integral part of any organization as they eliminate 
confusion, create structure and allow for consistency in decision-making. 

Recommendation: 
 
1. Review and update employee benefit policies and related SOPs to reflect current 

practices. 
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Management’s Response: 
 
Rec. # Management Action Person 

Responsible 
Target 

Completion Date 

1a) Update to Policy 5.2.0 is in progress. Analyst, 
Benefits HR 

December 31, 
2019 

1b) Updates to Policy 6.4.0, 9.1.0 and 

9.2.0 are in progress 

Manager, 

Client Services 

December 31, 

2019 

1c) Management agrees with the findings 
and recommendation.  Many HR 

policies and SOPs are outdated. 

HR is currently undergoing a Policy 
Modernization initiative which 

includes updates to the 
aforementioned policies and 

accompanying SOPs.  The final suite 
of policies, SOPs and guidelines will 
be cohesive, align with HR practice 

and offer guidance for corporate use. 

Manager, HR 
Integration, 

Innovation, 
Customer 
Experience 

December 31, 
2019 

 

 
Other Matters: 

During the audit, we were provided with a document entitled “Benefits Customer 
Service Delivery Standards” which identifies specific service categories and the 

delivery standards expected in each category.  In essence, these are performance 
metrics.   

Human Resources may want to consider refining, collecting and reporting on this 
information to demonstrate the value, efficiency and effectiveness of the employee 
benefits activities for which it is responsible.   

Conclusion: 

Although many of the processes, procedures and controls supporting the 

administration of employee benefits are operating effectively, we identified some 
areas where enhancements are required.  These were: 

 Identify and implement additional methods to strengthen HR Division oversight of 

the information and services delivered by the Benefits Provider and Benefits 
Consultant. 

 Update all key employee benefit policies and related SOPs to ensure they reflect 
current practices. 
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We would like to thank the staff and management in the Compensation and Benefits 
section and the Human Resources Division for their cooperation and assistance 
during this audit. 

  

Appendices: 

Appendix A: Criteria for Audit Report Rating 

 
Appendix B: Criteria for Evaluating Audit Findings  
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Appendix A: Criteria for Audit Report Rating                                                                                 

 

         

          

          

          

          

          

          

          

          
          

 Effective 

- Key controls are adequately and appropriately designed, and are operating 
effectively to support objectives and manage risks.    

- Audit recommendations resulted in only minor enhancements to the 
effectiveness or efficiency of controls and processes. 

- One or more Priority 3 findings. 

- Insignificant cumulative financial impact when all audit findings have been 
considered. 

- Audit findings would not be subject to a follow-up by Internal Audit. 
          

 Enhancement 
Required 

- A few key control weaknesses were noted that require enhancements to 
better support objectives and manage risks. 

- One Priority 2 finding and Priority 3 findings. 

- Priority 3 findings only where the cumulative financial impact is significant. 

- Corrective action and oversight by management is needed. 

- Audit findings could be subject to a follow-up by Internal Audit. 

          

 
Significant 

Improvement 
Required 

- Numerous key control weaknesses were noted that require significant 
improvement to support objectives and manage risks. 

- One Priority 1 finding, or more than one Priority 2 findings and Priority 3 
findings. 

- Priority 2 and 3 findings only where the cumulative financial impact is 
significant. 

- Corrective action and oversight by senior management is required. 

- Audit findings will be subject to a follow-up by Internal Audit. 
          

 
Immediate 

Action 
Required 

- Key controls are either not adequately or appropriately designed and are not 
operating effectively, or there is an absence of appropriate key controls to 
support objectives and manage risks. 

- More than one Priority 1 finding, combined with Priority 2 or 3 findings. 

- Regardless of the type of findings, the cumulative financial impact is 
material to the City's financial statements. 

- Confirmed fraud by management or staff. 

- Corrective action and oversight by Corporate Leadership Team is required 
immediately. 

- Follow-up of such audit findings by Internal Audit would be of high priority. 

 

The audit report rating is intended to provide management with an indication of the overall status 
of internal controls and processes in the audited area.  The audit report rating is based on Internal 
Audit's overall assessment of the significance of issues identified during the audit process, and in 
conjunction with professional judgement also considers the following: 
 

1. Design and effectiveness of internal controls, processes, procedures, policies, and systems. 
2. Compliance with policies, standard operating procedures, and other requirements (i.e. legal, 

regulatory, accounting, contractual). 
3. Quality of the data and information provided by management and related systems. 
4. Efficiency of systems, processes and procedures. 
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Appendix B:    Criteria for Evaluating Audit Findings                                                                                                                                                               

 

 Priority 1 (P1)   

   
One or more of the following conditions exist that require immediate attention of the 
Corporate Leadership Team.  Corrective actions by senior management must be 
implemented. 

 
 
 
 
 
 
 
 
 

 

 
 Priority 2  (P2)   

   
One or more of the following conditions exist that require attention by senior 
management.  Corrective actions by management should be implemented. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Priority 3  (P3)   

   
One or more of the following conditions exist that require attention by management.  
Corrective actions by management should be implemented. 

 

- Financial impact of both actual and potential losses is material.  

- Management's actions, or lack thereof, have resulted in the compromise of a key process or control, which 
requires immediate significant efforts and/or resources (including time, financial commitments, etc.) to mitigate 
associated risks.  Failure by management to remedy such deficiencies on a timely basis will result in the City 
being exposed to immediate risks and/or financial loss. 

- One or more of the following conditions is true: i) management failed to identify key risks; ii) management 
failed to implement processes and controls to mitigate key risks. 

- Management's actions, or lack thereof, have resulted in a key initiative to be significantly impacted or delayed, 
and the financial support for such initiative will likely be compromised. 

- Management failed to implement effective control environment or provide adequate oversight, resulting in a 
negative pervasive impact on the City or potential fraudulent acts by City staff. 

- Fraud by management or staff, as defined by the Corporate Fraud Prevention Policy (policy 2.14). 
 

- Financial impact of both actual and potential losses is significant. 

- Management's actions, or lack thereof, may result in a key process or control to be compromised, which 
requires considerable efforts and/or resources (including time, financial commitments, etc.) to mitigate 
associated risks. 

- Management correctly identified key risks and have implemented processes and controls to mitigate such 
risks, however, one or more of the following is true: i) the processes and controls are not appropriate or 
adequate in design; ii) the processes and controls are not operating effectively on a consistent basis. 

- Management's actions, or lack thereof, have impacted or delayed a key initiative, and the funding for such 
initiative may be compromised. 

- Management failed to provide effective control environment or oversight on a consistent basis, resulting in a 
negative impact on the respective division, or other departments. 

- Management failed to comply with Council-approved policies, by-laws, regulatory requirements, etc., which 
may result in penalties. 

- Management failed to identify or remedy key control deficiencies that may impact the effectiveness of anti-
fraud programs. 

 

- Financial impact of both actual and potential losses is insignificant. 

- A non-key process or control if compromised may require some efforts and/or resources (including time, 
financial commitments, etc.) to mitigate associated risks. 

- Processes and controls to mitigate risks are in place; however, opportunities exist to further enhance the 
effectiveness or efficiency of such processes and controls.  Management oversight exists to ensure key 
processes and controls are operating effectively. 

- Minimal risk of non-compliance to Council-approved policies, by-laws, regulatory requirements, etc. 

- Low impact to the City's strategic or key initiative. 

- Low impact to the City's operations. 
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 Report 

Audit Committee 
The Corporation of the City of Brampton  

November 19, 2019 
 

 

Date: July 22, 2019 

 
Subject: Information Technology Disaster Recovery Engagement Report 

 
Contact: Gail Constantine, Acting Director, Office of Internal Audit, 905-874-

2055, gail.constantine@brampton.ca 
 
 

Executive Summary: 

 

An Information Technology (IT) Disaster Recovery audit was included in the 2019 
Audit Work Plan. 

The City of Brampton’s Emergency Management Office are leaders in municipal 
emergency management and business continuity planning. Plans are in place to 
continue and recover critical City services in the event of a disaster or significant 

disruption. Business continuity plans rely on manual processes in the event an 
extended IT service outage.  

With the change in IT leadership in August 2017, Digital Innovation and Information 
Technology (DI&IT) recognized that, as the City’s reliance on information technology 
increases, manual processes may no longer be sufficient to provide the level of 

continuity required by critical and technology reliant operational processes.  At the 
same time, an IT Risk Assessment was released by Internal Audit that reported IT 

Disaster Recovery at critical risk.  There lacked a documented and tested IT recovery 
plan, and lack of redundancy between the two corporate data centres.  

DI&IT added Disaster Recovery to its strategic plan.  

The Office of Internal Audit recognized the work started by DI&IT on IT Disaster 
Recovery. Rather than performing a traditional audit, the Office of Internal Audit 

along with management concluded that a control self-assessment (CSA) was a more 
appropriate approach for this engagement.  

An “IT Disaster Recovery Control Self Assessment,” was created in collaboration with 

Emergency Management and DI&IT and facilitated by the Office of Internal Audit.  

Incident Management and IT Disaster Recovery 

Processes such as incident and major incident management define DI&IT’s response 

to incidents, from low impact desktop malfunctions to significant system disruptions.  

For the purposes of this report a Disaster Recovery plan is defined as a set of 

policies, tools and procedures to enable the recovery or continuation of critical 
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technology infrastructure following a natural or human-induced disaster. A 

catastrophic outage at the primary Datacenter is defined as the building or room 

housing the primary datacenter equipment has become unusable due to a natural or 

human-induced disaster. 

A secondary datacenter is currently housing development and test systems.  Should 

the primary datacenter become unusable, production data could be restored at the 

secondary data center based on ranking order of business requirements utilizing 

backups that are done nightly and weekly.  If both locations became unusable, an 

alternate site would be required to restore systems. 

Gartner defines Disaster Recovery (DR) as: 

 The use of alternative network circuits to re-establish communications 

channels in the event that the primary channels are disconnected or 
malfunctioning; and  

 The methods and procedures for returning a data center to full operation after 
a catastrophic interruption (e.g., including recovery of lost data). 

Observations 

Concerns were identified in the self-assessment: 

1.  DI&IT identified that IT recovery timelines are affected directly by the degree of 

recovery required based on the level of disaster. In a disaster event affecting the 

City of Brampton’s primary IT data centre, IT recovery would take two parts: 

restoring the IT infrastructure and restoring the IT applications and data that 

support departmental services.  In order to plan forward, current state was 

assessed as: 

 The Corporations computing, storage and backup infrastructure are always 

selected and built by DI&IT on high quality industry recognized technology 

that meets the highest standards in the industry;   

 The systems are selected after extensive research and proof of concept 

testing along with input from leading research and advisory companies 

such as Gartner, Forrester, manufacturer, reseller or vendor specifications; 

 The systems are consistently built with high degrees of redundancy, built-in 

failover and regularly scheduled backups, to minimize and mitigate the risk 

of failure; and, 

 Backup and restore capabilities are tested regularly at the request of 

clients, during planned upgrades, patching and scheduled system 

enhancements. 
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Disruptions are inevitable and often occur due to unforeseen circumstances and 

therefore require the services of a solid Disaster Recovery plan to restore systems in 

the event of a disaster. 

Having identified these inevitable circumstances DI&IT launched a project in May 

2019 to develop the IT recovery plans, including: 

 Disaster recovery documentation for existing infrastructure scheduled to be 

completed by the end of 2019;  

 Recovery documentation for Mission and Business Critical applications as 

determined by RTO (Recovery Time Objectives as defined in Appendix A) 

and RPO (Recovery Point Objectives as defined in Appendix A) by the 

end of 2020. (See Appendix A for Mission and Business Critical 

definitions) 

2. Business systems requiring recovery solutions beyond best efforts as in mission 
critical and business critical may require additional funding should additional IT 
solutions be needed to support recovery time objectives. Funding requests would 

be submitted as part of budget process for council consideration from the various 
business stakeholders. 

Working with the business areas and Emergency Management, DI&IT has started 

an analysis to determine the city services where the current IT application 

infrastructure might not meet business recovery timelines, RTO and RPO, as 

identified in business continuity plans.  

The first step of the analysis was to categorize applications based on business 

criticality, completed in June 2019. In July 2019, the Emergency Management 

Office and DI&IT began discussing the results and cost implications of the 

analysis with the departments deemed to be high criticality. 

Individual application recovery requirements that go beyond best efforts after the 

review could require additional funding. In such cases, DI&IT would submit a 

request for council consideration as part of budget process, but only with the full 

support of the Operating Department and where the Operating Department could 

attest to the criticality of the application. 

 

 
Background: 

 
The City of Brampton’s Emergency Management Office are leaders in municipal 
emergency management and business continuity planning. The City of Brampton 

was designated an International Safe Community by the World Health Organization 
in 2007 with re-designation in 2012. The City of Brampton Emergency Plan, 
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management by Brampton Emergency Management Office, is at the foundation of 
safety and emergency preparedness for the City. 

Legislative Context 

The Government of Ontario under the Emergency and Civil Protection Act mandates 
that all municipalities formulate an emergency plan and that the municipalities adopt 

the plan into by-law. 

The Emergency Plan 

The City of Brampton (“City”) has adopted By-law 265-2014 Emergency Plan to 

implement the requirements of the provincial legislation. The Brampton Emergency 
Management Office (BEMO) is responsible for managing the City’s Emergency Plan. 

The City By-law mandates the creation of departmental standard operating 
procedures and other documented plans taking into consideration the business 
continuity aspects of government. Documented Business Continuity, IT Disaster 

Recovery and IT Service Continuity plans fulfill the requirements of the By-law.  

Three essential concepts used in the business continuity and IT fields are recovery 

time objective, recovery point objective and business impact analysis, as described in 
Appendix A.  

Critical Services 

The City has identified municipal services that must continue without interruption, or, 
after a service interruption, must resume operations within a defined window of time. 

A Business Impact Analysis1 (BIA) conducted in 2018 by the Brampton Emergency 
Management Office classified the following business units: 

 17 business units as ‘critical;’  

 32 as ‘necessary;’ and,  

 58 as ‘important.’  

 
The RTO cited by the business units ranged from minutes to weeks DI&IT is working 

with Emergency Management and the Clients to confirm the application criticality for 
the critical services identified above. 

DI&IT Review 

In 2019, DI&IT set out to determine the city services for which the current IT 
application infrastructure might not meet business recovery timelines, based on 

business continuity plans. DI&IT reviewed the BEMO BIA and identified potentially 15 
mission-critical IT applications and 21 business-critical IT applications based on 
departmental RTOs.  

In July 2019, the Emergency Management Office and DI&IT began discussions with 
the operating departments with business and mission critical applications. 
                                                 
1
 Business Impact Analysis, Brampton Emergency Management Office, 2/15/2019 
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Discussions included reviewing the results of the analysis, creating awareness of 
when an application may be considered critical and potential cost implications. This 
analysis is currently underway. 

Presently, business continuity plans for critical services are operational. The IT 
Disaster Recovery Plan is in the initial stage of development, with ongoing discussion 

regarding the results of the Mission and Business critical systems with the 
businesses.  

 
Engagement Scope and Objectives: 

 

Objectives  

The objectives of this engagement were to: 

 Provide management with an evaluation of DI&IT’s preparedness in the event 

of a disaster event or extended service disruption; 

 Provide management with an assessment relating to the effectiveness of the 

IT Disaster Recovery  abilities and its alignment with the citywide Business 
Continuity Plan; and, 

 Identify issues that affect either IT Disaster Recovery or Business Continuity. 
 

Scope  

The engagement activities focused on a collaboration with DI&IT and Emergency 
Management to complete a Control Self-Assessment (CSA).  A CSA is not an audit, 

and as such, procedures to assess the accuracy and completeness of the 
information provided were not performed. 

Our engagement included: 

 Corporate oversight and controls over Disaster Recovery; 

 Integration of IT Disaster Recovery plan with future IT Service Continuity 

Planning and Business Continuity planning activities. 
 

Scope Exclusion: 

The following were not included in the scope of this engagement: 

 Business Continuity Plan development and management;  

 IT Service Continuity Planning and development; and; 

 Audit testing of controls. 

 
Approach 

The CSA was developed referencing other audits and industry frameworks and was 
then tailored to the City of Brampton’s structure.  
 

The list of frameworks and external audits referenced included:  
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 Government of Canada’s Internal Audit of Informatics Disaster Recovery 
Planning, January 2014;  

 COBIT;  

 ITIL V3; 

 DRI International Professional Practices for Business Continuity Practitioners; 

and 

 NIST 800-34 v1.  
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Control Self-Assessment (CSA) Observations: 
 

The CSA included 28 controls grouped into three sections:  

 Corporate oversight and controls;  

 Business continuity controls & IT Disaster Recovery;  and 

 Information Technology disaster recovery lifecyle management 
 

 
1. Corporate Oversight and Controls 

Observations 

The elements needed at the corporate level are in place, including executive 
oversight, emergency funding policy, escalation protocols and communication plans.  

Management Action Plans 

 The IT disaster recovery plans will integrate with corporate oversight and 
controls once the plans have been developed,  planned for completion in 

2019; and,  

 The Emergency Management Office will re-establish a business continuity 

steering committee as part of the current work plan. The work plan will be 
approved in Q4 2019. 

 
2. Business Continuity Controls & IT Disaster Recovery Integration 

Observations 

Funding could be required and would be submitted as part of the budget process for 
council consideration should additional IT solutions be needed to support business-

critical recovery time objectives. DI&IT would submit a request but only with the full 
support of the Operating Department and where the Operating Department could 
attest to the criticality of the application. 

Management Action Plan 

DI&IT is conducting a detailed review of the alignment between business service-

level expectations and current IT recovery capabilities.  

 The first step of the analysis was to categorize applications based on business 
criticality, completed in June 2019.  

 In July 2019, the Emergency Management Office and DI&IT began discussing 
the results and cost implications of the analysis with the departments with a 

high impact rating. Anticipated completion of this by the end of the first quarter 
of 2020. 
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3. Information Technology Disaster Recovery Lifecycle Management 

Observations 

DI&IT has ensured resilience is built into the critical network, computer and storage 

infrastructure and telephone system. The high degree of redundancy built into 
systems lowers the risk of any outage to a system, however in a disaster situation, 

recovery times, RTO’s, can be affected by  uncontrollable circumstances such as 
availability of acquiring replacement systems, resources required to implement and 
the degree of the disaster. 

Each corporate application would require unique steps to restore based on the 
components that make up the application.  This could affect total RTO for each 

individual system and application. 

Management Action Plan 

The IT Disaster Recovery project launched by DI&IT in May 2019 will implement IT 

recovery plans as follows: 

 Disaster recovery documentation for existing infrastructure by the end of 2019; 

and, moving forward on development of enhanced alternate location 
restoration planning will occur throughout 2020.  

 Mission and Business critical application recovery plans and testing by the end 
of 2020. (definitions in Appendix A) 

Other Matters: 

 
Discussions with management highlighted that the IT project management 

methodology does not include an explicit step early in the methodology to assess IT 
business continuity requirements.  

An IT Service Continuity assessment early in the IT project process would ensure the 

recovery time objectives for applications that support critical municipal services are 
accounted for in the system design.  

Recommendations for the Future: 

Management should include an assessment of the IT service continuity and IT 
disaster recovery requirements in the project management methodology.  

A full IT Service Continuity Management (ITSCM) plan and strategy which includes 
Disaster Recovery should be completed describing how continuity is ensured for 
specific disaster events and services. It should specify the measures to enhance the 

resilience of services and how to effectively respond to a disaster event. ITSCM 
Plans usually include references to more detailed Recovery Plans with specific 
instructions for returning systems to a working state. 
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Management Response: 

The Manager, PMO office:  

The IT business continuity requirements will be included in both the project 
management and enterprise architecture methodologies.   

The project management methodology updates will include the transition to 
operations plans that subsequently includes the business impact assessment 
and the disaster recovery plan.  These documents among others will capture 

the business needs for continuity.  This update is to be complete by Q4 2019.   

The IT capital project business case form will undergo an update for the next 

budget cycle.  This update will provide an option for the business requestor to 
indicate a need for service continuity in their proposal for capital funds.  The 
form update is to be complete by Q2 2020.   

The enterprise architecture methodology is in continuous improvement to 
include the options for business and service continuity strategies.  The service 

continuity requirements is part of the conceptual assessment and design of a 
proposed solution based on the business requirements identified in the 
business case.  The architecture methodology update is to be complete by Q2 

2020.   

The Manager, IT Service Continuity: 

DI&IT has hired a Manager with expertise in ITIL standards including Service 
Continuity.  During 2020 a plan will be developed in accordance with the ITIL 
standards to ensure that DI&IT is fully compliant and able to support the 

business at all times. 

 

IT Service Continuity Plan:  

 IT Service Continuity Plans underpin the ITSCM Strategy describing how 
continuity is ensured for specific disaster events and services. It specifies the 
measures to enhance the resilience of services and describes how to effectively 

respond to a disaster event. ITSCM Plans usually include references to more 
detailed Recovery Plans with specific instructions for returning systems to a 
working state. 

 

IT Service Continuity Strategy: 

 The IT Service Continuity Strategy contains an outline of the approach to ensure 
the continuity of vital services in the case of disaster events. It includes a list of 

Vital Business Functions and applied risk reduction or recovery options. The IT 
Service Continuity Strategy should be based on a Business Continuity Strategy. 

The ITSCM Strategy is underpinned by more detailed ITSCM Plans, describing 
how continuity is ensured for specific disaster events and services. 
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Conclusion: 

 
New IT leadership in 2017 recognized that, as the City’s reliance on information 

technology increases, manual processes may no longer be sufficient to provide the 
level of continuity required by critical and technology reliant operational processes.  

At the same time, an IT Risk Assessment was released in 2017 that reported IT 
Disaster Recovery at critical risk.   

DI&IT provide a solid platform of redundant, high quality, fully supported 

infrastructure on which the Corporations systems and application data reside.  These 
built in redundancies help to maintain an overall high degree of availability and 

stability for the computing, storage, networking and backup systems.   

However, to increase the resiliency it was determined that DI&IT would added IT 
Disaster Recovery Planning to its strategic plan to have a well documented test plan 

for any natural or non-natural events that may occur, and initiated a comprehensive 
project in 2019 to review and address IT Disaster Recovery development and 

improvement.  

IT Disaster Recovery (ITDR) is an integral part of the City’s business continuity 
planning. IT Disaster Recovery planning details the necessary steps to recover IT 

assets after an unplanned or significant interruption. 

The Office of Internal Audit recognized the work started by DI&IT on IT Disaster 

Recovery and rather than performing a traditional audit, the Office of Internal Audit 
along with management concluded that a control self-assessment (CSA) was a more 
appropriate approach for this engagement.  

The two main observations of this exercise were: 

 DI&IT identified that IT recovery timelines are affected directly by the degree of 

recovery required based on the level of disaster. In a disaster event affecting 
the City of Brampton’s primary IT data centre, IT recovery would take two 
parts: restoring the IT infrastructure and restoring the IT applications and data 

that support departmental services; and,  

 Business systems requiring recovery solutions beyond best efforts as in 

mission critical and business critical may require additional funding should 
additional IT solutions be needed to support recovery time objectives. Funding 

requests would be submitted as part of budget process for council 
consideration from the various business stakeholders. 

We thank all those from the DI&IT and the Emergency Management Office for their 

efforts and support in completing this assessment. 

 
 
Appendices:  
 

Appendix A: Definitions  
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IT Disaster Recovery 

Appendix A: Definitions  

• Recovery Time Objectives (RTO) defines the time period in which services 
need to be restored to avoid an unacceptable service interruption; and, 

• Recovery Point Objective (RTO) defines the interval of time that might pass 
during a disruption before the quantity of data lost during that period exceeds the 
Business Continuity Plan’s maximum allowable threshold or “tolerance.”  How 
much data can you comfortably lose in a disaster restore situation. 

• Business Impact Analysis (BIA) identifies the RTO and other business 
requirements needed for continuity planning. 

• Mission Critical - Mission Critical Systems are those which, if they fail, could 
jeopardize: 

o The health and safety of residents of the City of Brampton 
o City of Brampton priority payments 
o Priority revenue collection 
o Major legal/legislative requirements of the City of Brampton 

Or, are systems: 

o That have cross business impacts (i.e. corporate applications) 
o Which could impact a Mission Critical system through collateral damage 
o That are required to be back in service within 24 hours in the event of 

failure 
 

• Business Critical - Business Critical Systems are those used in the service 
delivery of the City of Brampton core businesses.  

o Business Critical Tier I are systems that relate to the core business of 
the City or program where failure would have an external impact. 

o Business Critical Tier II are systems that have manageable risks such as 
those that can rely on a manual workaround or are low impact. 

• Best Efforts – All other systems not determined as Mission or Business critical, 
with no defined timeline for restoration. 
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 Report 

Audit Committee 
The Corporation of the City of Brampton  

November 19, 2019 
 

 

 

 
Date: 

 

 
October 16, 2019 
 

Subject: Data Centre Audit- Transit 

 
Contact: Gail Constantine, Acting Director, Office of Internal Audit, 905-874-

2055, gail.constantine@brampton.ca 
 

 

Executive Summary: 
 

The Data Centre Audit was identified in the 2019 Audit Work Plan. The period covered by 
this audit was September 1, 2018 to August 31, 2019. Ernst & Young LLP were engaged 
by the Office of Internal Audit (OIA) to perform the audit. The scope of the audit and 

criteria for evaluating the audit findings were provided by OIA. 

Data centres house the computer equipment and associated components which support 

the computing needs of an organization, such as computer servers, networking 
equipment, and data storage media. Server rooms serve the same purpose as data 
centres, but may not be located in buildings dedicated to that purpose and they may be 

located in multi-use buildings rather than facilities devoted to secure and high-availability 
computer operations. The data centres in scope for this report are more accurately 

referred to as server rooms.  

The objective of the audit was to assess whether Brampton Transit has designed and 
implemented controls to address risks associated with data centre processes.  

No significant gaps in control coverage or significant control weaknesses were identified 
in the audit. The enhancements described in the Findings section would, if implemented 

allow for better mitigation of the related risks. The overall Audit Rating is Enhancement 
Required. Refer to Appendix A for the criteria used to assess the findings.  

Ernst & Young LLP had the following findings:  

1. Cooling measures within the server rooms have limited redundancy. In 
the event that the CRAC units fail, temperatures and humidity within the 
server rooms may fall outside of IT equipment manufacturers’ suggested 

operating conditions leading to performance issues or equipment failure. 

 

2. Wet-pipe sprinklers present a hazard to overhead power outlets and IT 
equipment. Leakage and/or condensation from the wet-pipe sprinklers 

could lead to equipment failure and increased fire hazards. 

 

 

 

P2 

P2 

Enhancement Required 
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Background: 

The two server rooms in scope for this audit were built by the City of Brampton’s 
Facilities department and are operated by the Transit Business Systems department 

to support IT systems used by Brampton Transit.  

 
Audit Scope and Objectives: 

 
The scope of the audit included the following areas:  

 Physical security controls 

 Site selection and layout 

 Data centre personnel access management  

 Environmental security and power redundancy 

 Data centre facilities practices 

 Data backup infrastructure  

 Integration of data centre-specific processes, with the IT change and incident 
management processes 

 Management reporting 
 

NOT included in the scope of the audit were the following: 

 Health and safety measures 

 IT change management policies and procedures 

 IT incident management policies and procedures 

 Cloud services 

 Backup services 

 IT service continuity, disaster recovery and business continuity planning  

 
The objectives of the audit were to assess whether controls at the server rooms were 
appropriately designed and implemented to address risks associated with the areas 

identified above. Risks were also assessed in the context of their potential impact to 
the services they host.  

 
Findings and Recommendations: 

 

 
1. Cooling Measures Within the Server Rooms Have Limited  

Redundancy 
 

 Cooling requirements within the primary server room are met by a single 

Computer Room Air Conditioning (CRAC) unit with no redundancy. This 
CRAC unit is a single point of failure for air temperature and humidity 

management and monitoring. 

Priority 2 
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 Within the secondary server room, cooling requirements are met by a single 
CRAC unit as well as the building cooling system. In the event of a failure of 
the CRAC unit, the ability of the building’s cooling system to meet the room’s 

requirements is not known.  
 

In the event that the CRAC units fail, temperatures and humidity within the server 
rooms may fall outside of IT equipment manufacturers’ suggested operating 
conditions leading to performance issues or equipment failure.  

Recommendations: 
 

1. In the primary server room, management should consider implementing a plan 
to deploy backup cooling systems within a short timeframe in the event that 
the primary cooling system fails. 

2. In the secondary server room, management should consider conducting an 
assessment of whether the building cooling system is sufficient to meet the 

server room’s cooling needs.  
 
Management’s Response: 

 

 
 
 

2.Wet-Pipe Sprinklers present a Hazard to Overhead Power Outlets 
and IT Equipment.  

 

 The primary mode of fire suppression in the server rooms are wet-pipe water 
sprinklers. The pipes are located above and in close proximity to overhead 

power outlets with no ceilings or other protective layers in between.  

 This leakage and/or condensation may also interfere with overhead network 

cables, and IT equipment within the server racks. The risk may be mitigated 
through daily inspections of the server rooms for water leaks.  

 

Rec. # Management Action  Person 

Responsible  

Target  

Completion 
Date 

1 Investigate a process to look at short-term 

and long-term outages 

Maintenance 

Manager, 
Primary Site 

January 31, 

2020 

2 Investigate a process to look at short-term 
and long-term outages 

Maintenance 
Manager, 

Secondary 
Site 

January 31, 
2020 
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Leakage and/or condensation from the wet-pipe sprinklers could lead to equipment 
failure and increased fire hazards.  

Recommendation: 

 
1. Management should consider implementing regular inspection of pipes for 

leaks directly from the sprinkler pipes and condensation from the pipes. 
Alternately, consider installing shielding or conduits to re-direct the flow of 
water from leaks and condensation.  

 
Management’s Response: 

 

 
 

 
Other Matters: 

 

Limited processes and controls were identified in the following areas, however, due 
to nature of the server room environment, and relatively low likelihood and impact of 

related events, are reported as Other Matters only. 

The nature and extent of reporting on server room operations is limited. This includes 
periodic review of IT and mechanical power draw against capacity, cooling loads, as 

well as recent changes, incidents and problems. Due to the low power and cooling 
requirements in comparison to available capacity, lack of plans for server room 

expansion, and infrequent changes and incidents in the server room, the lack of 
reporting on these matters does not present a risk.  

 

Conclusion: 

 

The objective of the audit was to assess the effectiveness of controls around physical 
and environmental security measures, user access management, backup media 
management, change management, incident management, management reporting, 

and adherence to leading practices for managing computing facilities.  

The findings above represent an Audit Rating of Enhancement Required. In 

aggregate, the findings represent weaknesses in controls where attention and 

Rec. # Management Action  Person 

Responsible  

Target  

Completion 
Date 

1 Daily inspections are performed.   Yearly, 

independent inspections are performed.   

Maintenance Management will investigate 
operational and fiscal feasibility of shielding 

to re-direct water flow if a leak were to occur 

Maintenance 

Managers 

January 31, 

2020 

5.3-4



 
 
 

corrective action by management is recommended. No significant gaps in control 
coverage or significant control weaknesses were identified in the audit. The 
enhancements described in the recommendations above, would, if implemented 

allow for better mitigation of the related risks.  

 
 
Appendices:  
 

Appendix A: Criteria for Audit Report Rating 
 

Appendix B: Criteria for Evaluating Audit Findings 
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 Effective 

- Key controls are adequately and appropriately designed, and are operating 
effectively to support objectives and manage risks.    

- Audit recommendations resulted in only minor enhancements to the 
effectiveness or efficiency of controls and processes. 

- One or more Priority 3 findings. 

- Insignificant cumulative financial impact when all audit findings have been 
considered. 

- Audit findings would not be subject to a follow-up by Internal Audit. 
          

 Enhancement 
Required 

- A few key control weaknesses were noted that require enhancements to 
better support objectives and manage risks. 

- One Priority 2 finding and Priority 3 findings. 

- Priority 3 findings only where the cumulative financial impact is significant. 

- Corrective action and oversight by management is needed. 

- Audit findings could be subject to a follow-up by Internal Audit. 

          

 
Significant 

Improvement 
Required 

- Numerous key control weaknesses were noted that require significant 
improvement to support objectives and manage risks. 

- One Priority 1 finding, or more than one Priority 2 findings and Priority 3 
findings. 

- Priority 2 and 3 findings only where the cumulative financial impact is 
significant. 

- Corrective action and oversight by senior management is required. 

- Audit findings will be subject to a follow-up by Internal Audit. 
          

 
Immediate 

Action 
Required 

- Key controls are either not adequately or appropriately designed and are not 
operating effectively, or there is an absence of appropriate key controls to 
support objectives and manage risks. 

- More than one Priority 1 finding, combined with Priority 2 or 3 findings. 

- Regardless of the type of findings, the cumulative financial impact is 
material to the City's financial statements. 

- Confirmed fraud by management or staff. 

- Corrective action and oversight by Corporate Leadership Team is required 
immediately. 

- Follow-up of such audit findings by Internal Audit would be of high priority. 

 

The audit report rating is intended to provide management with an indication of the overall status 
of internal controls and processes in the audited area.  The audit report rating is based on Internal 
Audit's overall assessment of the significance of issues identified during the audit process, and in 
conjunction with professional judgement also considers the following: 
 

1. Design and effectiveness of internal controls, processes, procedures, policies, and systems. 
2. Compliance with policies, standard operating procedures, and other requirements (i.e. legal, 

regulatory, accounting, contractual). 
3. Quality of the data and information provided by management and related systems. 
4. Efficiency of systems, processes and procedures. 
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 Priority 1 (P1)   

   
One or more of the following conditions exist that require immediate attention of the 
Corporate Leadership Team.  Corrective actions by senior management must be 
implemented. 

 
 
 
 
 
 
 
 
 

 

 
 Priority 2  (P2)   

   
One or more of the following conditions exist that require attention by senior 
management.  Corrective actions by management should be implemented. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Priority 3  (P3)   

   
One or more of the following conditions exist that require attention by management.  
Corrective actions by management should be implemented. 

 

- Financial impact of both actual and potential losses is material.  

- Management's actions, or lack thereof, have resulted in the compromise of a key process or control, which 
requires immediate significant efforts and/or resources (including time, financial commitments, etc.) to mitigate 
associated risks.  Failure by management to remedy such deficiencies on a timely basis will result in the City 
being exposed to immediate risks and/or financial loss. 

- One or more of the following conditions is true: i) management failed to identify key risks; ii) management 
failed to implement processes and controls to mitigate key risks. 

- Management's actions, or lack thereof, have resulted in a key initiative to be significantly impacted or delayed, 
and the financial support for such initiative will likely be compromised. 

- Management failed to implement effective control environment or provide adequate oversight, resulting in a 
negative pervasive impact on the City or potential fraudulent acts by City staff. 

- Fraud by management or staff, as defined by the Corporate Fraud Prevention Policy (policy 2.14). 
 

- Financial impact of both actual and potential losses is significant. 

- Management's actions, or lack thereof, may result in a key process or control to be compromised, which 
requires considerable efforts and/or resources (including time, financial commitments, etc.) to mitigate 
associated risks. 

- Management correctly identified key risks and have implemented processes and controls to mitigate such 
risks, however, one or more of the following is true: i) the processes and controls are not appropriate or 
adequate in design; ii) the processes and controls are not operating effectively on a consistent basis. 

- Management's actions, or lack thereof, have impacted or delayed a key initiative, and the funding for such 
initiative may be compromised. 

- Management failed to provide effective control environment or oversight on a consistent basis, resulting in a 
negative impact on the respective division, or other departments. 

- Management failed to comply with Council-approved policies, by-laws, regulatory requirements, etc., which 
may result in penalties. 

- Management failed to identify or remedy key control deficiencies that may impact the effectiveness of anti-
fraud programs. 

 

- Financial impact of both actual and potential losses is insignificant. 

- A non-key process or control if compromised may require some efforts and/or resources (including time, 
financial commitments, etc.) to mitigate associated risks. 

- Processes and controls to mitigate risks are in place; however, opportunities exist to further enhance the 
effectiveness or efficiency of such processes and controls.  Management oversight exists to ensure key 
processes and controls are operating effectively. 

- Minimal risk of non-compliance to Council-approved policies, by-laws, regulatory requirements, etc. 

- Low impact to the City's strategic or key initiative. 

- Low impact to the City's operations. 
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 Report 

Audit Committee 
The Corporation of the City of Brampton  

November 19, 2019 
 

 
 

 

 
 

 

Date: October 21, 2019  
 

Subject: Fleet Services Audit Report 

 
Contact: Gail Constantine, Acting Director, Office of Internal Audit, 905-874-

2055, gail.constantine@brampton.ca  
 

 

Executive Summary: 
 

The 2019 Internal Audit Work Plan included a Fleet Services audit, specifically, 
relating to Tire Inventory and Fuel Management.  
 

Fleet Services is responsible for the development of vehicle and equipment 
specifications, availability of vehicles and equipment to user departments, fuel and 

the repair and maintenance of all City owned fleet equipment, excluding Fire & 
Emergency Services and Brampton Transit. 
 

Overall results 

Internal controls supporting the Tire Inventory and Fuel Management require 

enhancement. Specifically, the following opportunities for improvement were 
identified: 

Topic Findings and Recommendations Audit Rating 

Work Order 

Completion 

Work orders should be accurately completed as 
they do not reflect the reason for tire 

replacements. Contractor invoices are not being 
attached to the work orders. 

 

Vehicle Data 
Units not working 

Vehicle Data Units should be repaired to ensure 

that accurate mileage information is 
automatically captured and can be used to 

analyze fuel consumption and optimal 
utilization. 

 

Management 
Oversight can be 

enhanced 

User access to the inventory stores should be 
reviewed to ensure that unauthorized individuals 

do not have access to the store rooms. 
 

The inventory counts performed during the year 
should be formally documented to ensure an 

 

P2 

P2 

P3 

Enhancement Required 
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adequate audit trail is maintained. 

 

 
 

Background: 

 
In 2018, Fleet Services maintained 698 fleet units including vehicles, equipment, and 

trailers, and completed 8,297 maintenance work orders. The average annual 
expense for Fleet Services over last 3 years was $7.6M. 

 
The fuel costs over the last 3 years have increased by 26%, whereas the cost of tires 
have decreased by 20% over the same period. The City has contracted out the 

supply and delivery of tires and related services to a single vendor. 
  

 
 
Fleet Services utilize the M5 FleetFocus system which tracks all functions related to 
the maintenance of the vehicles, including processing repairs and preventative 

maintenance work orders. Additionally, it is used for general asset/inventory 
management (i.e. additions, disposals, rentals etc.), and is the book of record for the 

inventory of Fleet Services vehicles. 

 
Audit Scope and Objectives: 

 
The objective of this engagement was to assess whether the controls to monitor 

parts and fuel are adequately and appropriately designed and operating effectively 
for the period January 1, 2018 to June 30, 2019.  

Our audit included, but was not limited to, examining the following on a test basis: 

 Tire Inventory Management 

 Fuel Management 

 
 

5.4-2



 
 
 

The following was not included in the scope of this audit: 

 Processes related to vehicle acquisition/disposals, utilization and 
replacements 

 Employee safety training and monitoring of driver abstracts 

 IT Systems (M5 System and COENCORP) 

 
Findings and Recommendations: 

 
1: Inadequate Reasons for Tire Replacements 

The repair process requires that a Foreman create a work order and provide it to the 

City’s Mechanic who will carry out the repairs. If the Mechanic determines that the 
equipment (primarily vehicles) needs tire repairs or replacement, then the vendor is 

contacted to perform repairs or replace the tires. Once an invoice is received from 
the vendor for completed repairs, related expenses are entered in the M5 System for 
the same work order under commercial charges. 

There are specific requirements under the Highway Traffic Act related to tire 
standards and specifications, and we expected to see one of these listed as an 

explanation for replacement in the work orders. 28 work orders related to tire repairs 
were reviewed and the following was noted: 

 1 work order related to 1 vendor invoice was not found in the system; 

 15 of the remaining 27 work orders (56%) did not have an explanation for 
repairs/replacement of tires; and 

 27 of 27 work orders (100%) did not have the vendor invoices attached to the 
work orders in the system. 

 
Vendor Invoices and Tire Tracking: 

As the vendor invoices are received a month after the repair work has been 

completed by the vendor, Fleet Services maintains a separate Excel spreadsheet to 
track tire replacements and vendor invoices. 

 
A reconciliation of paid invoices during the sampling period and the excel 
spreadsheet indicated that 17 invoices were not included in the excel spreadsheet, 

indicating that data in the spreadsheet was incomplete. A further review of the M5 
System for the 17 invoices found that they were entered in the system, however 

given the limitations of current data entry, no analysis can be performed on tire 
tracking using the M5 System as the costs are summarized in the M5 system. 
 

Given that M5 is the book of record, it is essential that all the relevant information is 
recorded in the system. 

Recommendations: 
1. Fleet Services should ensure that adequate reasoning is being entered in the 

work orders for repairs/replacement of tires and related vendor invoices are 

attached to the work orders in the system.  

Priority 2 
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2. Fleet Services should explore the use of the M5 system to track tire purchases 
and track relevant costs. 
 

Management’s Response: 

 

 
 

 
2: Frozen Vehicle Data Units  

Fleet vehicles are fitted with a Vehicle Data Unit (VDU) which remotely sends the 

odometer reading to the M5 system. Fleet Services tracks and identifies vehicles with 
defective VDUs and provides the information to the Maintenance and Operations 

staff on a monthly basis.  
 
A review of the most recent list of vehicles with faulty VDUs, communicated to the 

Maintenance and Operations staff, indicated that: 

 There were 93 out of 390 licensed vehicles (24%) with faulty VDUs; 

 23% of these (22 vehicles) have had VDUs not working for over 2 years; and 

 Two vehicles have had their VDUs not working since 2013. 

 
This information is useful for fuel consumption analysis and can also be used for 
optimal utilization of the vehicles. In the absence of this information, Management will 

not be able to identify high fuel consuming vehicles or perform any fuel related 
analysis for these vehicles. 

 
Recommendation: 

Rec. # Management Action  Person 
Responsible  

Target  
Completion 
Date 

1 Review of reasoning on work orders daily 

to ensure reasons for repair/replacement 
are adequate and up to date.  

Ensure all paperwork has been uploaded 
and reviewed.  

Supervisor, 

Fleet 
Maintenance 

and 
Operations 

Foreperson, 

Mechanical  

Dec 31 

2019 

2 Review options for Tires related data entry 
with M5 Administrator  

Supervisor, 
Fleet 

Maintenance 
and 
Operations  

Foreperson, 
Stockroom 

Dec 31 
2019  

Priority 2 
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1. Fleet Services should ensure that all vehicles with frozen VDU are checked 

and repaired.  

 
 

 
 
Management’s Response: 

 
 
 

 
3: Management Oversight can be Enhanced 

 
Access to Stores: 

A review of the access rights to the Fleet inventory stores identified: 

 513 access cards for the Williams Parkway stores; and 

 36 access cards for the Sandalwood Parkway stores. 

 
During discussions with management, it was noted that the majority of these cards 

should not have access to the inventory stores. 
 
Unauthorized access to the inventory stores increases the risk of loss and theft of 

inventory. 
 
Inventory Counts: 

Inventory counts at the Fleet stores are performed twice a year, however formal 
documentation is only maintained for the final count of the year. 

 
All inventory counts along with any related action or investigation should be 

documented to ensure that any significant variances are identified and investigated 
as soon as possible, so that mitigating controls can be put in place and we have a 
record of issues and how they were dealt with. 

 
 

Recommendations: 
1. Fleet Services should review the access to inventory stores and update the list 

of authorized users. 

Rec. # Management Action  Person 

Responsible  

Target  

Completion 
Date 

1 This is a known issue with our current 
vendor so we have been working toward 

amalgamating our fuel management system 
into one system, which will eliminate use of 

VDUs.   

Manager, Fleet 
Services 

Q4 2020 

Priority 3 
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2. Fleet Services should ensure that formal documentation is maintained for the 
inventory counts conducted during the year. 

 

 
 

 
 
 

Management’s Response: 

 
 
 

Conclusion: 

 

The recommendations in this report will further support the Fleet Services to improve 
processes, internal controls, and management oversight.  
 

Internal Audit thanks the staff of Fleet Services for their cooperation in the completion 
of this audit. 
 
 
Appendices:  

 

Appendix A: Criteria for Audit Report Rating 

Appendix B: Criteria for Evaluating Audit Findings 
 
 

 

 

 

Rec. # Management Action  Person 
Responsible  

Target  
Completion 
Date 

1 Review with Corporate security on access to 

fleet stores  

Supervisor, 

Fleet 
Maintenance 

and 
Operations  

Dec 31 2019 

2 Ensure both Inventory counts are 
documented  

Foreperson, 
Stockroom 

Dec 31 2019  
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Appendix A: Criteria for Audit Report Rating                                                                                 

 

         

          

          

          

          

          

          

          

          
          

 Effective 

- Key controls are adequately and appropriately designed, and are operating 
effectively to support objectives and manage risks.    

- Audit recommendations resulted in only minor enhancements to the 
effectiveness or efficiency of controls and processes. 

- One or more Priority 3 findings. 

- Insignificant cumulative financial impact when all audit findings have been 
considered. 

- Audit findings would not be subject to a follow-up by Internal Audit. 
          

 Enhancement 
Required 

- A few key control weaknesses were noted that require enhancements to 
better support objectives and manage risks. 

- One Priority 2 finding and Priority 3 findings. 

- Priority 3 findings only where the cumulative financial impact is significant. 

- Corrective action and oversight by management is needed. 

- Audit findings could be subject to a follow-up by Internal Audit. 

          

 
Significant 

Improvement 
Required 

- Numerous key control weaknesses were noted that require significant 
improvement to support objectives and manage risks. 

- One Priority 1 finding, or more than one Priority 2 findings and Priority 3 
findings. 

- Priority 2 and 3 findings only where the cumulative financial impact is 
significant. 

- Corrective action and oversight by senior management is required. 

- Audit findings will be subject to a follow-up by Internal Audit. 
          

 
Immediate 

Action 
Required 

- Key controls are either not adequately or appropriately designed and are not 
operating effectively, or there is an absence of appropriate key controls to 
support objectives and manage risks. 

- More than one Priority 1 finding, combined with Priority 2 or 3 findings. 

- Regardless of the type of findings, the cumulative financial impact is 
material to the City's financial statements. 

- Confirmed fraud by management or staff. 

- Corrective action and oversight by Corporate Leadership Team is required 
immediately. 

- Follow-up of such audit findings by Internal Audit would be of high priority. 

 

The audit report rating is intended to provide management with an indication of the overall status 
of internal controls and processes in the audited area.  The audit report rating is based on Internal 
Audit's overall assessment of the significance of issues identified during the audit process, and in 
conjunction with professional judgement also considers the following: 
 

1. Design and effectiveness of internal controls, processes, procedures, policies, and systems. 
2. Compliance with policies, standard operating procedures, and other requirements (i.e. legal, 

regulatory, accounting, contractual). 
3. Quality of the data and information provided by management and related systems. 
4. Efficiency of systems, processes and procedures. 
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Appendix B:    Criteria for Evaluating Audit Findings                                                                                                                                                               

 

 Priority 1 (P1)   

   
One or more of the following conditions exist that require immediate attention of the 
Corporate Leadership Team.  Corrective actions by senior management must be 
implemented. 

 
 
 
 
 
 
 
 
 

 

 
 Priority 2  (P2)   

   
One or more of the following conditions exist that require attention by senior 
management.  Corrective actions by management should be implemented. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Priority 3  (P3)   

   
One or more of the following conditions exist that require attention by management.  
Corrective actions by management should be implemented. 

 

- Financial impact of both actual and potential losses is material.  

- Management's actions, or lack thereof, have resulted in the compromise of a key process or control, which 
requires immediate significant efforts and/or resources (including time, financial commitments, etc.) to mitigate 
associated risks.  Failure by management to remedy such deficiencies on a timely basis will result in the City 
being exposed to immediate risks and/or financial loss. 

- One or more of the following conditions is true: i) management failed to identify key risks; ii) management 
failed to implement processes and controls to mitigate key risks. 

- Management's actions, or lack thereof, have resulted in a key initiative to be significantly impacted or delayed, 
and the financial support for such initiative will likely be compromised. 

- Management failed to implement effective control environment or provide adequate oversight, resulting in a 
negative pervasive impact on the City or potential fraudulent acts by City staff. 

- Fraud by management or staff, as defined by the Corporate Fraud Prevention Policy (policy 2.14). 
 

- Financial impact of both actual and potential losses is significant. 

- Management's actions, or lack thereof, may result in a key process or control to be compromised, which 
requires considerable efforts and/or resources (including time, financial commitments, etc.) to mitigate 
associated risks. 

- Management correctly identified key risks and have implemented processes and controls to mitigate such 
risks, however, one or more of the following is true: i) the processes and controls are not appropriate or 
adequate in design; ii) the processes and controls are not operating effectively on a consistent basis. 

- Management's actions, or lack thereof, have impacted or delayed a key initiative, and the funding for such 
initiative may be compromised. 

- Management failed to provide effective control environment or oversight on a consistent basis, resulting in a 
negative impact on the respective division, or other departments. 

- Management failed to comply with Council-approved policies, by-laws, regulatory requirements, etc., which 
may result in penalties. 

- Management failed to identify or remedy key control deficiencies that may impact the effectiveness of anti-
fraud programs. 

 

- Financial impact of both actual and potential losses is insignificant. 

- A non-key process or control if compromised may require some efforts and/or resources (including time, 
financial commitments, etc.) to mitigate associated risks. 

- Processes and controls to mitigate risks are in place; however, opportunities exist to further enhance the 
effectiveness or efficiency of such processes and controls.  Management oversight exists to ensure key 
processes and controls are operating effectively. 

- Minimal risk of non-compliance to Council-approved policies, by-laws, regulatory requirements, etc. 

- Low impact to the City's strategic or key initiative. 

- Low impact to the City's operations. 
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 Report 

Audit Committee 
The Corporation of the City of Brampton  

November 19, 2019 
 

 

Date: October 21, 2019 

 
Subject: Status of Management Action Plans – September 30, 2019 

 
Contact: Gail Constantine, Acting Director, Office of Internal Audit, 905-874-

2055, gail.constantine@brampton.ca 

 
 
Recommendation: 

 

That the report from Gail Constantine, Acting Director, Office of Internal Audit, dated 
October 21, 2019 to the Audit Committee Meeting of November 19, 2019, re: Status of 
Management Action Plans – September 30, 2019, be received.  
 

Overview: 

 

 As part of the internal audit follow-up process, departments are required to 

provide the Office of Internal Audit with an update on the Management Action 
Plan status and progress of outstanding audit recommendations; 

 

 The objective of this report is for the Office of 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 by or prior to September 30, 2019;  

 

 As of September 30, 2019, 11 recommendations were implemented by 
management and 8 recommendations have been deferred; 

 

 The Office of 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. 
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Background: 

 
In accordance with the requirements of Standard 2500.A1 of the International Standards 

for the Professional Practice of Internal Auditing, the Office of 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 an update to the Office 
of Internal Audit on the progress of implementing agreed-upon audit recommendations.  

The Office of Internal Audit reviews the comments submitted by the department, and 
where necessary, the Director of Internal Audit will meet with Management to discuss 
the respective progress and comments.  Upon complete implementation of the audit 

recommendations by Management, Internal Audit will assess whether a follow-up audit 
is necessary to validate that the implemented processes and procedures are operating 

effectively.  Such follow-up audits are included in Internal Audit’s annual work plan, 
which is approved by the Audit Committee.   
 

The implementation status updates from Management are reported to the Audit 
Committee.  This report summarizes the statuses of audit recommendations due to be 

implemented by management on or prior to September 30, 2019.   
 

 
Current Situation: 

 

As of September 30, 2019, 11 audit recommendations were implemented by 
management on or prior to this date. 8 recommendations were deferred. The remaining 
recommendations identified as “not yet due” have anticipated completion dates over the 

period 2019-2020.  
 

 
Please refer to Appendix 1 for the details of the recommendations as of September 30, 

2019. 

 
 
Corporate Implications: 

 
Financial Implications: 

None 
 

Other Implications: 
None 
 

Strategic Plan 
 

5.5-2



 
 
 

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 practices. 
 

 
Conclusion: 

 

The Office of Internal Audit is committed to continuously collaborating with management 
in identifying, reviewing, improving, and updating policies, procedures, and processes 

on a regular basis, and enhancing efficiencies and process effectiveness. 
 
The Office of Internal Audit encourages management and staff to continue striving to 

meet the target completion dates of audit recommendations. 
 

 
 
Approved by:        

 
________________________   

Gail Constantine    

Acting Director, Office of Internal Audit       
       

 
 
Attachments:  

Appendix 1: Audit Recommendations as of September 30, 2019  
 

 
 

Report authored by:  Sabrina Cook, MA 
Coordinator, Research & Administrative Services, Office of 
Internal Audit  
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Appendix 1: Audit Recommendations as of September 30, 2019 

      As of September 30, 
2019 

 

Audit Report Rating Year Recs Total 
Completed 

Completed Deferred Not Yet 
Due 

Cash Handling and Revenue-Cassie Campbell 
Community Centre 

 2017 8 6 - - 2 

Human Resources Salary Administration  2017 13 12 - 1 - 

Building Permits  2017 3 2 - - 1 

Review of Logical Access Management N/A 2018 6 - - 3 3 

Building Inspections  2018 4 2 - 1 1 

By-Law Enforcement/Parking Infractions  2018 13 7 - 1 5 

Fire and Emergency Services  2018 14 11 - - 3 

Corporate Security  2018 14 9 3 - 2 

Road Resurfacing  2018 15 15 - - - 

IT Service Desk  2019 10 2 1 - 7 

Mobile Phone Management  Follow-Up  2019 13 2 2 - 9 

Payroll Services  2019 10 - - - 10 

Construction- Countryside Dr. Road Widening  2019 13 9 2 1 1 

Active Directory  2019 8 - 2 1 5 

HR Recruitment Follow-Up  2019 11 4 1 - 6 

  TOTAL   155 81 11         8 55 
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 Report 

Audit Committee 
The Corporation of the City of Brampton  

November 19, 2019 
 

 

Date: October 21, 2019 

 
Subject: Corporate Fraud Prevention Hotline Update  

 
Contact: Gail Constantine, Acting Director, Office of Internal Audit, 905-874-

2055, gail.constantinei@brampton.ca 

 
 
Recommendations: 

 
1. That the report from Gail Constantine,  Acting Director, Office of Internal Audit, 

dated October 21, 2019, to the Audit Committee Meeting of November 19, 2019, 
re: Corporate Fraud Prevention Hotline Update, be received.  

 

Overview: 

 

 The Corporate Fraud Prevention Hotline (“Fraud Hotline”) was launched on July 
4, 2016 for the use of City of Brampton employees. 

 

 Since the launch, the Fraud Hotline has received a total of 32 reports of alleged 

fraud. Since the last update to Audit Committee on September 10, 2019, 5 
reports were received by the Fraud Hotline. Internal Audit conducted 

investigations of all 7 reports, 6 of which have been closed and 1 of which is 
open.  
 

 Internal Audit will provide ongoing updates on the status of the Fraud Hotline to 
the Audit Committee. 

 

 
 
Background: 

 
As part of the City of Brampton’s (“the City”) commitment to protecting its assets, a 

Fraud Framework to prevent, detect, and report incidents of fraud, as well as investigate 
any suspected acts of fraud, was established.  On July 4, 2016 the City launched the 
Corporate Fraud Prevention Hotline, which allows City employees to report alleged 

incidents of fraud. The Fraud Hotline allows employees to report incidents anonymously 
and confidentially 24 hours a day, seven days a week.  To report an incident of 

5.6-1



 
 
 

suspected fraud, employees can submit a report through the third-party secure website 
or over the phone through a third-party dedicated toll-free number.  
 

As a result of low activity related to the Fraud Hotline and the number of new employees 
joining the City, the Fraud Framework was re-launched in 2018, consisting of the 

updated Fraud Prevention Policy and the Fraud Hotline. The Fraud Framework 
complements other existing Policies, which taken together, are intended to support and 
strengthen the City’s commitment to the Corporate Values of courage, trust, 

compassion, and integrity.  
 

Internal Audit performs its assurance and consulting activities guided by a philosophy of 
adding value to improve the operations of the City of Brampton. As part of this 

commitment, Internal Audit has created and maintains an Employee Fraud Awareness 
Program, providing employees with tools and information and encouraging the use of 

the Fraud Hotline, if required, so that employees feel empowered to do the right thing to 
ensure the City’s assets are protected.  
 

 
Current Situation: 

 
Internal Audit updates the Audit Committee on the status of the Fraud Hotline, including 
statistics on the number and types of reports received.  Since the update report was 

presented at the September 10, 2019 Audit Committee, the Fraud Hotline has received 
5 new reports. Currently, there is one open report and the investigation is being 

conducted by Internal Audit.  
 
The following table provides a summary of all ongoing investigations between January 1 

and September 30, 2019: 
 

 

New Reports Submitted as of Q2 2019 

Date Submitted Report Category Report Method Report Status 

July 2019 Unethical conduct Web Closed 

July 2019 Miscellaneous Web Closed  

August 2019 Theft  Client transcribed Investigation complete 

September 2019 Non-compliance with Policy 
or Procedure  

Web Closed 

September 2019 Miscellaneous  Web Closed  
Other Investigations 

Date Submitted Report Category Report Method Report Status 

March 2019 Manipulation or Falsification 

of Data, Records, Reports, 
Contracts 

Client transcribed  Closed 

May 2019 Theft  Client transcribed  Closed  
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Corporate Implications: 

 

Financial Implications: 

The 2019 operating budget approved by Council, includes amounts for a third-party to 

operate the Corporate Fraud Prevention Hotline.   
 
Other Implications: 

None 
 

 
Strategic Plan: 
 

This report achieves the Strategic Plan priority of Good Government through the support 
of the Corporate Fraud Prevention Policy and Fraud Hotline which promotes corporate 

accountability, our Corporate Values, and governance best practices. 
 

 
 
Conclusion: 

 
The Corporate Fraud Prevention Policy and Hotline enhances and strengthens the City’s 
governance structure. It reinforces Council’s expectations regarding rules of behavior 

and emphasizes the values of the City. The Office of Internal Audit will continue to 
update the Audit Committee on the status of the Fraud Hotline and any ongoing and/or 

completed fraud investigations.                            
 
 

Approved by:  
 

  
 
       

Gail Constantine 

Acting Director, Office of Internal Audit  
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 Report 

Audit Committee 
The Corporation of the City of Brampton  

2019-11-19 
 

 

Date: November 12, 2019 

 
Subject: KPMG Audit Plan for the 2019 Fiscal Year 

 
Contact: Maja Kuzmanov, Accounting Manager, Corporate Services 

905-874-2259  

 
 
Recommendations: 

 
1. That the report from Maja Kuzmanov, Accounting Manager, Finance, Corporate 

Services dated November 12, 2019 to Audit Committee meeting of November 19, 
2019 re: “KPMG Audit Plan for the 2019 Fiscal Year”, be received and 

 

2. That the Audit Planning Report for the Year Ending December 31st, 2019, 
prepared by KPMG LLP, Chartered Accountants (KPMG LLP) 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, 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 and the Downtown Brampton BIA for 

the fiscal year ended December 31st, 2019. 

 The City’s Auditor, KPMG LLP, have prepared the attached Audit Planning Report 

for the Audit Committee’s information.  

 Representatives from KPMG LLP, will be making a presentation at the Audit 

Committee meeting regarding the content of this report. 
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Background: 

 
The Ontario Municipal Act, 2001 states that: 

296 (1) A municipality shall appoint an auditor licensed under the Public 
 Accounting Act, 2004 who is responsible for, 

(a) 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 

 
KPMG LLP, 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 accounting practices, financial controls or operational issues that may be 

identified during their audit of the City and its Local Boards. 
 

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, 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, 2019.   
 

Only new PSAB standard applicable for the current year ending December 31, 2019 is 
PS 3430 – Restructuring Transactions.  

 
This standard is not expected to materially impact the City’s 2019 consolidated financial 
statements. 
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KPMG LLP will present an overview of the audit which will include audit risks, fraud risk, 
and communication requirements to the Audit Committee. The areas the audit will focus 
on are: cash and investments, revenue and deferred revenue recognition, tangible 

capital assets, employee future benefits and other estimates and management override 
of controls. KPMG LLP is responsible for providing reasonable assurance that the City’s 

consolidated financial statements as a whole are free from material misstatement. 
Materiality will be set at approximately 2.5% of total revenues or $22 million. KPMG LLP 
will report to the Audit Committee any corrected and uncorrected misstatements greater 

than $1 million.  
 

 
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.  
 
 
 
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 and the Downtown 
Brampton BIA for the fiscal year ended December 31, 2019 in accordance with the 
Accepted Auditing Standards. 

 
 

Approved By     Approved By 
 
 

 
 

_______________________   _____________________________ 
David Sutton                                                     Joe Pittari 
Treasurer                                                          Commissioner, Corporate Services 

  
     
 

Appendix:  KPMG Audit Planning Report for the year ended December 31st, 2019 
  

Report authored by:  Maja Kuzmanov, Accounting Manager 
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Executive summary  
   Audit and business risks 

Our audit is risk-focused. We will discuss these risks with you during the upcoming meeting. The audit of the The Corporation of The City 
of Brampton’s (the “City”) consolidated financial statements is considered a group audit which includes several components. In planning 
our audit we have taken into account key areas of focus for financial reporting.  

See pages 3 to 8 for details.  

   Group audit scope 

Our audit consists of the following components over which we plan to perform audit procedures: 

― Full scope audit:  
− The Corporation of The City of Brampton 

― Non-significant component, however, these components are required to obtain statutory financial statements under the Municipal Act.  
− The Brampton Public Library Board – (“Library”) 
− Downtown Brampton Business Improvement Area (“DBBIA”) 
− The Corporation of City of Brampton Trust Funds (“Trust Funds”) 

   Audit materiality 

Materiality has been determined based on prior year actual revenue. We have determined group materiality to be $21,833,000. 

Materiality will be set at lower thresholds where necessary to meet local subsidiary financial statement audit requirements.  

See page 9.  
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Executive summary 
   Independence and Quality Control 

We are independent and have extensive quality control and conflict checking processes in place. We provide complete transparency on all 
services and follow Audit Committee approved protocols. 

   Current developments and Audit Trends 

Please refer to pages 15 - 18 for relevant accounting and auditing changes relevant to the City and relevant audit trends. 

_____________________________________________________________________________________________________________ 

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 risks  

  Our audit approach 

Our audit methodology incorporates the required procedures in professional standards to address this risk.  
 
Our audit approach will consist of evaluating the design and implementation of selected relevant controls.  We test journal entries that 
meet specific criteria. This criteria is designed during the planning phase of the audit and is based on areas and accounts that are 
susceptible to manipulation through management override and we design search filters that allow us to identify any unusual journal 
entries. 
 
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.  

Professional requirements   Why is it significant? 

Fraud risk from revenue recognition related to revenue 
transactions that are not in the normal course of business and 
deferred revenue.  

This is a presumed fraud risk. The primary risk of fraudulent 
revenue recognition resides with manual journal entries for 
revenue transactions not in the normal course of business as well 
management’s calculation of the deferred revenue. 

6.1-8



 

KPMG Audit Planning Report |   4 
 

Audit risks  

  Our audit approach 

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. 

  

Professional requirements   Why is it significant? 

Fraud risk from management override of controls. This is a presumed fraud risk. We have not identified any specific 
additional risks of management override relating to this audit. 
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Audit risks  

  Our audit approach 

– Review year-end bank and investment reconciliations and substantive testing and significant reconciling items  

– Substantive test of details over additions and disposals of investments 

– Obtain confirmations from third parties  

– Review of financial statement note disclosure 

 

– Substantive test of details over additions (including contributed tangible capital assets) and disposals 

– Review amortization policy and recalculations 

– Review construction in progress to ensure amounts are properly transferred to correct capital asset classes and amortization   

           expense commences on a timely basis 

  

Other areas of focus   Why are we focusing here? 

Cash and Investments  Material account balances and disclosures  

Tangible Capital Assets  Risk of material misstatement related to existence and accuracy 
of tangible capital assets and accuracy of timing of revenue 
recognition, particularly related to funds intended for tangible 
capital assets additions, deferred capital contributions, and 
contributed assets.  
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Audit risks  

 

  Our audit approach  

– Substantive approach recalculating tax revenue using approved tax rates and assessment 
_____________________________________________________________________________________________________________ 

– Update our understanding of the activities over the initiation, authorization, processing, recording and reporting 

– Review the City-prepared calculation of deferred revenue balance with the responsible individuals 

_____________________________________________________________________________________________________________ 
 

– 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, if applicable 

– Review assumptions used by actuary and management for reasonableness  

– Review financial statement disclosures

Other areas of focus   Why are we focusing here? 

Taxes Receivable and Taxation Revenue  Risk of material misstatement related to designated revenue and 
accuracy of timing of revenue recognition.  

Deferred Revenue – obligatory reserve funds Risk of material misstatement due to management assessment 
and judgment involved  

Employee Future Benefits  Risk of material misstatement related to accuracy and valuation 
of the estimate involved in employee future benefits  
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Audit risks  

 

  Our audit approach  

– Perform control testing over payroll cycle  

– Vouch a sample of employees’ salary and benefit expense to payroll information 
_____________________________________________________________________________________________________________ 

– Search for unrecorded liabilities 

– Examine significant accrued liabilities for existence, accuracy and completeness 

– Perform substantive test of details on selected non-payroll expenditures 

_____________________________________________________________________________________________________________ 

 

– Perform a detailed review of Council Meeting minutes  

– Direct communication with the 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 during planning and completion stage of the audit engagement 

 

Other areas of focus   Why are we focusing here? 

Expenses – Salaries and Benefits  Risk of material misstatement related to accuracy and 
occurrence of expenses   

Accounts Payable, Accrued Liabilities, and Expenses  Risk of material misstatement related to completeness of 
liabilities  

Contingencies  Risk of material misstatement related to completeness of 
contingencies and corresponding disclosures  
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Audit risks  

 

  Our audit approach  

– Review operations of and perform audit procedures for the consolidated entities, including the Brampton Public Library Board and      

           DBBIA   

– Review the eliminating entries as prepared by management for accuracy and completeness 
_____________________________________________________________________________________________________________ 

– Direct confirmation of cash and investment year-end balances with relevant third parties  

– Vouching of selected revenue and expense transactions to source documents 

 

– Obtain and review the agreement for the new sinking fund debt issued by the City 

– Review the accounting treatment and the related disclosures in accordance with PSAB  

– Confirmation of the sinking fund debt as at year-end  

 

 

Other areas of focus   Why are we focusing here? 

Consolidation (City and all components)  To ensure the completeness and accuracy of the consolidated 
information  

Trust funds  Statutory audit requirement  

Sinking fund debt  New this year  
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Materiality  
Materiality determination Comments Group amount 

Materiality Determined 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. The corresponding amount for the prior year’s audit was $20,733,000. 

$21,833,000 

Benchmark Based on an estimate of profit before taxes for the year. This benchmark is consistent 
with the prior year. 

$873,349,000 

% of Benchmark The corresponding percentage for the prior year’s audit was 2.5% 2.5% 

Audit Misstatement Posting Threshold (AMPT) Threshold used to accumulate misstatements identified during the audit. The 
corresponding amount for the previous year’s audit was $1,036,600. 

 

 $1,091,650 

 

 
Materiality is used to scope the audit, identify risks of material misstatements and evaluate the level at which we 
think misstatements will reasonably influence users of the financial statements. It considers both quantitative and 
qualitative factors. 

To respond to aggregation risk, we design our procedures to detect misstatements at a lower level of materiality.  

 

We will report to the Audit Committee: 

 Corrected audit misstatements 

 Uncorrected audit misstatements 

 
 
Component Statutory Audit Materiality:  
 

Library (2018 - $550,000)   $ 565,000 
DBBIA (2018 - $13,620)  $   13,620 
Trust funds (2018 - $570,900) $ 589,000
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The audit of today, tomorrow & the future 
 

As part of KPMG’s technology leadership, our audit practice has developed 
technologies and alliances to continuously enhance our capabilities and 
deliver an exceptional audit experience. 

Technology empowers us with the ability to perform deep analysis over your 
financial information, focusing our effort and interactions on the areas of 
greatest risk and minimizing disruption to your business.  

 

 

 Technology we use today 

  Tool  Benefit to audit 

KPMG Clara Client 
Collaboration 

KCCC is our secure audit platform and a one-stop shop through which we plan, execute and manage the audit, providing you with 
real-time access to the process at every step, including exchange of information and access to the real-time reporting you need in 
one central location. 

KPMG Clara  
Advanced Capabilities 

KPMG Clara Advanced Capabilities leverage our data and analytics capabilities, enabling us to analyze 100% of your general ledger 
data in the planning and account analysis stage and adjust our planned audit approach accordingly to target the areas of greatest 
risk.  It allows us to use automation in performing our audit procedures over accounts such as (teams to edit for client-specific D&A 
routines; i.e., revenue and receivables, salaries, purchases and payables) and journal entries. 

Journal Entry Analysis Our journal entry tool assists in the performance of detailed journal entry testing based on engagement-specific risk identification and 
circumstances. Our tool provides auto-generated journal entry population statistics and focusses our audit effort on journal entries 
that are riskier in nature. 

Data & Analytics 
Routines 

– Utilize computer-assisted audit techniques (CAATs) to analyze journal entries and apply certain criteria to identify potential high-
risk journal entries for further testing 

Enhanced focus on 
the risks within the 
business 

Increasing 
automation  
in routine areas 

Broader, deeper  
views of your data,  
and richer, more 
informed perspectives 
on risks 

Consistent results,  
early issue 
identification 

Strong business  
acumen & advanced  
technology skills 

Connectivity 

People D&A Ledger 
Analysis 

Advanced 
Capabilities 

Risk 
Assessment 

Harness the power of  
digital analytics for  
deeper insights and  
increased quality Analytics 

KPMG 
Clara 

6.1-15



 

KPMG Audit Planning Report |   11 
 

Detailed results and summary insights gained from D&A will be shared with management and presented in our Audit Findings 
Report. 

Data Extraction  
& Analytics Tools 

Our data extraction tools assist with risk assessment procedures and perform automated audit procedures in key cycles using data 
extracted directly from your ERP system.   
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The audit of today, tomorrow & the future 
We continue to make significant investments in enhanced methodologies, new technologies and strategic alliances with leading technology companies that can have a 
transformative impact on auditing, and more broadly, financial reporting. KPMG is investing in the development of innovative audit technologies through both internal solutions 
and our alliances with technology firms including Finger Food, Microsoft, IBM Watson and others. We are committed to investing in cognitive technology to develop external 
auditing tools and technologies. Cognitive technology will enable us to teach a machine how to perceive, reason, and learn like a human being. This will be transformative to 
our profession, and will directly benefit the City in the future. We are developing intelligent automation to enable programmed reviews of unstructured data in source 
documents; freeing our professionals to focus their efforts on areas of greater risk. This may sound simple, but it’s actually quite powerful, with complex underlying 
technologies. 

 
Technology under development 

  Tool  Benefit to audit 

Advanced Analytics Bad 
Debt Tool 

The bad debt tool assists with our evaluation of management’s estimate of the bad debt provision. This is accomplished through 
multiple features, including robust risk assessment and scenario analysis using different provisioning levels; comparing movements 
in total provision to macroeconomic data such as changes in CPI, GDP, private consumption growth, and employment rate; and 
providing insights on the accuracy of the bad debt provision rate by tracking amounts as it transitions between last aging buckets. 

Cognitive IBM Watson 
Loan Loss Analysis Tool 

Our loan loss tool currently being piloted in Canada provides us with capabilities to improve the effectiveness and efficiency of the 
loan review process. This works by automating the ingestion of loan contracts and related source documents and by extracting and 
summarizing key terms for the audit engagement team’s consideration, in turn providing increased coverage of the population and 
resulting in greater audit quality. Through AI machine learning techniques, IBM Watson identifies key elements impacting the loan 
risk rating. Utilizing our proprietary loan risk assessment process, IBM Watson then determines the risk grade and compares that to 
the risk grade assigned by (name of client).  Each loan grade is accompanied by a confidence level assessment and supporting 
information which is extracted from credit files as well as market information which Watson obtains from various sources. 

Business process 
mining (BPM) 

BPM harnesses sub-ledger analytics and provides us with a deeper understanding of your processes. Our BPM tool is currently 
being piloted globally and will be coming soon to Canada. The tool provides immediate visualization of how 100% of your 
transactions are being processed to complement your process narratives and flow charts.  A deeper understanding of your 
processes enhances our understanding of your business. This will ensure our team is focused on auditing the right risks and 
leveraging your team’s resources efficiently. It also helps us identify inefficiencies or manual workarounds in a process and 
highlights where the process is under stress. 
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The audit of today, tomorrow & the future 
 

Technology under development 

  Tool  Benefit to audit 

Artificial Intelligence 
Financial statement 
disclosure analysis Tool 

Our artificial intelligence capability will compare City’s financial statement disclosures against existing, new, and modified 
accounting guidance and pronouncements, in addition to comparing them against peer companies. We’ll be able to share with you 
not only how your disclosures compare to the requirements but also to your peer group. 

Sentiment Analysis Sentiment analysis is about scanning newsfeeds, social media and public data to get a real-time view of your brands while flagging 
emerging risks in the process.  This allows us to highlight trends globally, and can also help to identify hotspots by asset or 
geography. If we see a spike in ‘noise,’ we investigate and discuss with you, as well as make an assessment of the impact on our 
audit. 

Optical Contract Reader 
& Analysis Tool 

Our Optical Contract Reader & Analysis Tool provides us with capabilities to improve the effectiveness and efficiency of the contract 
review process. This works by automating the ingestion of contracts and related source documents and extracting and summarizing 
key terms for the audit engagement team’s consideration, in turn providing increased coverage of the population and resulting in 
greater audit quality. The tool can also be used to read unstructured source documents in PDF format, extracting certain data such 
as invoice date, invoice number, account number, order number and total amount. This data is then compiled and compared to 
structured data from the general ledger. Time savings generated from this intelligent automation solution will allow our team to focus 
their efforts on areas of greater risk. 
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Key deliverables and milestones 

      

 

 

 
Audit planning 

report 

 

 

 

Year-end fieldwork 

 

 

 
Audit findings 

discussion 

 

 

 

Debrief meeting 

October November  December March  April May  June July  

Planning year-end 
2019 audit 

 

 

 

Interim  
audit work 

 

 

 

Draft financial 
statements 

Closing Meeting   

 

 

Final issuance of 
final auditors’ report  
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Current developments and audit trends 

Please visit KPMG’s Audit Committee Institute (ACI) / Current Developments page for current developments in IFRS, Canadian securities matters, 
Canadian auditing other professional standards and US accounting, auditing and regulatory matters. The following is a summary of the current 
developments that are relevant to the City: 
 

 Standard Summary and implications Reference 

PSAS 3430 Restructuring  Public Sector Accounting Board has issued PSAS3430 Restructuring 
Transactions, effective for fiscal years beginning on or after April 1, 2018 

The City will carry out an assessment for the impact of this standard on City’s 
financial reporting. Our audit team will review and comment on this assessment 
and report back to the Audit Committee as part of our audit findings report.  

Public Sector Accounting Standards as issued by 
the Public Sector Accounting Board 

Our discussions with you, our audit opinion and what KPMG is seeing in the marketplace—both from an audit and industry perspective—indicate the following is specific 
information that will be of particular interest to you. We would, of course, be happy to further discuss this information with you at your convenience. 

Thought Leadership Overview Links 

Accelerate Accelerate is a KPMG audit trends report and video series that includes the perspective of subject matter 
leaders from across KPMG in Canada on seven key issues impacting organizations today that are 
disrupting the audit committee mandate. 

Link to report 

The Blockchain shift will be 
seismic 

Blockchain technology is a focused disruptor of the very foundations of external and internal audit: 
financial recordkeeping and reporting. This Audit Point of View article offers insight on how blockchain 
technology is impacting business and what audit committees should be thinking about to prepare for 
certain risks. 

Link to report 

2018 Audit Quality and 
Transparency Report 

Learn about KPMG's ongoing commitment to continuous audit quality improvement. We are investing in 
new innovative technologies and building strategic alliances with leading technology companies that will 
have a transformative impact on the auditing process and profession. How do we seek to make an impact 
on society through the work that we do? 

Link to report 
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Current developments  
 
 
Public Sector Accounting Standards 
The following are upcoming changes that will be effective in future periods as they pertain to Public Sector Accounting Standards.  We have provided an 
overview of what these standards are and what they mean to your financial reporting so that you may evaluate any impact to your future financial statements.  

Standard Summary and implications 

Restructuring Transactions  

(applicable for the current 
year ending December 31, 
2019) 

 

– A restructuring transaction in the public sector differs from an acquisition as they generally include either no or nominal payment.  It also 
differs from a government transfer as the recipient would be required to assume the related program or operating responsibility. 

– The standard requires that assets and liabilities are to be measured at their carrying amount. It also prescribes financial statement 
presentation and disclosure requirements.  

– This standard is effective for fiscal periods beginning on or after April 1, 2018 (City’s December 31, 2019 year-end). 

Asset Retirement 
Obligations 

– A new standard has been approved that is effective for fiscal years beginning on or after April 1, 2021 (City’s 2022 year-end). 
– The new standard addresses the recognition, measurement, presentation and disclosure of legal obligations associated with retirement of 

tangible capital assets in productive use. Retirement costs would be recognized as an integral cost of owning and operating tangible capital 
assets. PSAB currently contains no specific guidance in this area. 

– The ARO standard would require the public sector entity to record a liability related to future costs of any legal obligations to be incurred 
upon retirement of any controlled tangible capital assets (“TCA”). The amount of the initial liability would be added to the historical cost of 
the asset and amortized over its useful life. 

– As a result of the new standard, the public sector entity would have to:  

• consider how the additional liability will impact net debt, as a new liability will be recognized with no corresponding increase in a 
financial asset; 

• carefully review legal agreements, senior government directives and legislation in relation to all controlled TCA to determine if any legal 
obligations exist with respect to asset retirements; 

• begin considering the potential effects on the organization as soon as possible to coordinate with resources outside the finance 
department to identify AROs and obtain information to estimate the value of potential AROs to avoid unexpected issues. 

Revenue – A new standard has been approved that is effective for fiscal years beginning on or after April 1, 2022 (City’s 2023 year-end). 
– The new standard establishes a single framework to categorize revenues to enhance the consistency of revenue recognition and its 

measurement.  
– The standard notes that in the case of revenues arising from an exchange, a public sector entity must ensure the recognition of revenue 

aligns with the satisfaction of related performance obligations.  
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– The standard notes that unilateral revenues arise when no performance obligations are present, and recognition occurs when there is 
authority to record the revenue and an event has happened that gives the public sector entity the right to the revenue. 

Financial Instruments and 
Foreign Currency 
Translation 

– New accounting standards, PS3450 Financial Instruments, PS2601 Foreign Currency Translation, PS1201 Financial Statement 
Presentation and PS3041 Portfolio Investments have been approved by PSAB and are effective for years commencing on or after April 1, 
2021 (the City’s 2022 year-end). 

– Equity instruments quoted in an active market and free-standing derivatives are to be carried at fair value. All other financial instruments, 
including bonds, can be carried at cost or fair value depending on the government’s choice and this choice must be made on initial 
recognition of the financial instrument and is irrevocable. 

– Hedge accounting is not permitted. 
– A new statement, the Statement of Remeasurement Gains and Losses, will be included in the financial statements. Unrealized gains and 

losses incurred on fair value accounted financial instruments will be presented in this statement. Realized gains and losses will continue to 
be presented in the statement of operations. 

– Based on stakeholder feedback received, PSAB is considering certain scope amendments to PS 3450 Financial Instruments. An exposure 
draft with the amendments was issued in December 2018. The proposed amendments are expected to include the accounting treatment of 
bond repurchases, scope exclusions for certain activities by the federal government, and improvements to the transitional provisions.  

Employee Future Benefit 
Obligations 

– PSAB has initiated a review of sections PS3250 Retirement Benefits and PS3255 Post-Employment Benefits, Compensated Absences and 
Termination Benefits. Given the complexity of issues involved and potential implications of any changes that may arise from this review, the 
project will be undertaken in phases. Phase I will address specific issues related to measurement of employment benefits. Phase II will 
address accounting for plans with risk sharing features, multi-employer defined benefit plans and sick leave benefits. 

– Three Invitations to Comment were issued and have closed. The first Invitation to Comment sought guidance on whether the deferral 
provisions in existing public sector standards remain appropriate and justified and the appropriateness of accounting for various 
components of changes in the value of the accrued benefit obligation and plan assets. The second Invitation to Comment sought guidance 
on the present value measurement of accrued benefit obligations. A third Invitation to Comment sought guidance on non-traditional pension 
plans.  

– The ultimate objective of this project is to issue a new employment benefits section to replace existing guidance. 

Public Private Partnerships 
(“P3”) 

– A taskforce was established in 2016 as a result of increasing use of public private partnerships for the delivery of services and provision of 
assets.   

– A Statement of Principles (“SOP”) was issued in August 2017 which proposes new requirements for recognizing, measuring and classifying 
infrastructure procured through a public private partnership.  

– The SOP proposes that recognition of infrastructure by the public sector entity would occur when it controls the purpose and use of the 
infrastructure, when it controls access and the price, if any, charged for use, and it controls any significant interest accumulated in the 
infrastructure when the P3 ends.   

– The SOP proposes the public sector entity recognize a liability when it needs to pay cash or non-cash consideration to the private sector 
partner for the infrastructure.   

– The infrastructure would be valued at cost, with a liability of the same amount if one exists. Cost would be measured by discounting the 
expected cash flows by a discount rate that reflects the time value of money and risks specific to the project.  

Concepts Underlying 
Financial Performance 

– PSAB is in the process of reviewing the conceptual framework that provides the core concepts and objectives underlying Canadian public 
sector accounting standards. 
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– A Statement of Concepts (“SOC”) and Statement of Principles (“SOP”) were issued for comment in May 2018 and has closed.  
– The SOC proposes a revised, ten chapter conceptual framework intended to replace PS 1000 Financial Statement Concepts and PS 1100 

Financial Statement Objectives. The revised conceptual framework would be defined and elaborate on the characteristics of public sector 
entities and their financial reporting objectives. Additional information would be provided about financial statement objectives, qualitative 
characteristics and elements. General recognition and measurement criteria, and presentation concepts would be introduced. 

– The SOP includes principles intended to replace PS 1201 Financial Statement Presentation. The SOP proposes: 

• Removal of the net debt indicator, except for on the statement of net debt where it would be calculated exclusive of financial assets and 
liabilities that are externally restricted and/or not available to settle the liabilities or financial assets. 

• Changes to common terminology used in the financial statements, including re-naming accumulated surplus (deficit) to net assets 
(liabilities). 

• Restructuring the statement of financial position to present non-financial assets before liabilities. 

• Removal of the statement of remeasurement gains (losses) with the information instead included on a new statement called the 
statement of changes in net assets (liabilities). This new statement would present the changes in each component of net assets 
(liabilities). 

• A new provision whereby an entity can use an amended budget in certain circumstances. 
– Inclusion of disclosures related to risks and uncertainties that could affect the entity’s financial position. 

International Strategy – PSAB is in the process of reviewing its current approach towards International Public Sector Accounting Standards. This project may result 
in changes to the role PSAB plays in setting standards in Canada.  

– A consultation paper was released for comment in May 2018 and has closed. The consultation paper described the decision-making criteria 
PSAB expects to consider in evaluating the international strategy that best serves the public sector. It also introduced four proposed 
international strategies that PSAB considers to be viable.  
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Appendix 1: 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 our Audit Quality Resources page for more information including access to our most recent Audit 
Quality and Transparency Report. 

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

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. 

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 
− 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. 

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 

 
 

Independence, 
integrity, ethics 
and objectivity 

Personnel 
management 

Acceptance & 
continuance of 

clients / 
engagements 

Engagement 
performance 

standards 

Other risk 
management 

quality controls 

Independent 
monitoring 

KPMG 
Audit quality 

and risk 
management 
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Appendix 2: KPMG’s audit approach and methodology 

 
This year we will expand our use of technology in our audit through our new smart audit platform, KPMG Clara. 

   
Collaboration in the audit 
A dedicated KPMG Audit home page gives 
you real-time access to information, insights 
and alerts from your engagement team 

 Deep industry insights 
Bringing intelligence and clarity to complex 
issues, regulations and standards 

Issue identification 
Continuous updates on audit progress, risks 
and findings before issues become events 

Analysis of complete populations 
Powerful analysis to quickly screen, sort 
and filter 100% of your journal entries 
based on high-risk attributes 

Data-driven risk assessment 
Automated identification of transactions with 
unexpected or unusual account combinations 
– helping focus on higher risk transactions 
and outliers 

Reporting 
Interactive reporting of unusual patterns 
and trends with the ability to drill down to 
individual transactions 
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Appendix 3: Lean in Audit™ 
   

 

An innovative approach leading to enhanced value and quality  
   

How it works 

Our 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 management. For example, we may identify control gaps  
and potential process improvement areas, while management has 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. 

Lean in Audit employs three key Lean techniques: 

 
 Lean training 

Provide basic Lean training and equip our teams with a new Lean mindset to 
improve quality, value and productivity. 

 
 Interactive workshops 

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

   
 Insight reporting 

Quick and pragmatic insight report including immediate quick win actions and 
prioritized opportunities to realize benefit. 
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Appendix 4: 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: 

 

 Engagement letter 
 

Management representation letter 

The objectives of the audit, our responsibilities in carrying out our audit, as well as 
management’s responsibilities, are set out in the engagement letter and any 
subsequent amendment letters as provided by management.  

We will obtain from management certain representations at the completion of the 
annual audit. In accordance with professional standards, copies of the representation 
letter will be provided to the Audit Committee. 

 
Audit planning report 

 
Audit findings report 

This report. At the completion of our audit, we will provide our audit findings to the Audit Committee. 

 
Required inquiries 

 
Annual independence letter 

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 of 
management as part of our planning process; responses to these will assist us in 
planning our overall audit strategy and audit approach accordingly. 

At the completion of our audit, we will confirm our independence to the 
Audit Committee. 

 
CPAB Audit Quality Insights Report (October 2018) (formerly the “Big Four Firm Public Report”) 
CPAB Annual Inspections Results (March 2019) 
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http://www.cpab-ccrc.ca/Documents/News%20and%20Publications/2018%20Fall%20Inpections%20Report%20EN.pdf
http://www.cpab-ccrc.ca/Documents/News%20and%20Publications/2018%20Annual%20Inspections%20Report%20EN.pdf


 

 

 
 

 
 

kpmg.ca/audit 

 
 
 
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. 

© 2019 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. 
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https://home.kpmg.com/ca/en/home/services/audit.html
https://www.instagram.com/kpmgcanada/
https://www.instagram.com/kpmgcanada/
https://www.youtube.com/user/KPMGCanada
https://www.youtube.com/user/KPMGCanada
https://twitter.com/kpmg_canada
https://twitter.com/kpmg_canada
https://www.linkedin.com/company/kpmg-canada/
https://www.linkedin.com/company/kpmg-canada/
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