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TOWN OF AURORA
SPECIAL GENERAL COMMITTEE
AUDIT COMMITTEE
MEETING AGENDA

Tuesday, April 1, 2014

6 p.m.
Council Chambers

DECLARATION OF PECUNIARY INTEREST AND GENERAL NATURE
THEREOF

APPROVAL OF THE AGENDA
RECOMMENDED:

THAT the agenda as circulated by Legal and Legislative Services be
approved as presented.

DELEGATIONS

Giselle Bodkin, Partner, and Andrea Nauss, Manager, BDO Canada LLP

Re: Item 1 — CFS14-015 — Audit Plan for 2013 Fiscal Year

CONSIDERATION OF ITEMS

CLOSED SESSION

ADJOURNMENT
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AGENDA ITEMS
1. CFS14-015 — Audit Plan for 2013 Fiscal Year pg. 1
RECOMMENDED:

THAT report CFS14-015 be received; and

THAT the 2013 Year End Audit Plan as proposed by BDO Canada LLP be
endorsed.
Referred from Special General Committee meeting of February 24, 2014 — Item 34
2. LLS14-005 — Risk Management pg. 12
RECOMMENDED:

THAT report LLS14-005 be received for information.




=& TOWN OF AURORA
AURORA GENERAL COMMITTEE REPORT No. CFS14-015

SUBJECT: Audit Plan for 2013 Fiscal Year
FROM: Dan Elliott, Director, Corporate & Financial Services - Treasurer

DATE: April 1, 2014

RECOMMENDATIONS
THAT report CFS14-015 be received; and

THAT the 2013 year end Audit Plan as proposed by BDO Canada LLP be
endorsed.

PURPOSE OF THE REPORT

In accordance with the Audit Committee Terms of Reference the audit committee is
responsible to:

“Review the audit plan and audit fee schedule for the ensuing year end”

BACKGROUND

Attached hereto is the Audit Plan for the 2013 Year End audit as prepared by the firm of
BDO Canada LLP (BDO). Representatives will be making a short presentation to
Committee to review its detalils.

COMMENTS

Council will recall that we went to tender for Auditing Services in a joint tender with the
six northern York municipalities for a three year contract for auditing services ending
with the 2014 audit. The tender was awarded by Council to BDO for the 2012 to 2014
year ends.

The attached report prepared by BDO addresses the audit plan for 2013 year end,
including the scope and approach to their audit. Staff are not in a position to comment
or challenge the approach that the auditors have chosen in order to fulfil their
professional obligations required when rendering an audit opinion report. From the
perspective of the Financial Services group, there have been a number of significant
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changes to our audit documentation requirements under BDO versus our previous
auditor which we continue to be committed to meeting in an effort to facilitate the audit
in a timely manner.

Audit fees are always quoted on the presumption that staff will have completed all
requested schedules and support requested in advance of the audit, and that the
financial statements and associated notes have been properly and fully prepared by
staff. The fees also anticipate not finding any item of substance requiring extensive
additional audit effort to resolve or report. Accordingly, the recommendation includes a
provision that the Treasurer be authorized to approve additional fee invoices to an
amount not to exceed 10% of the quoted fee.

The auditors are required to review all Council minutes, including closed session
minutes. They are also required to review the prior year’s internal control letters from
the former auditor, and consider any concerns raised therein during their current audit,
looking for continuing circumstances, weaknesses or concerns as raised in the prior
year, and how such may affect the outcome of their current audit, and the opinion to be
expressed therefrom.

LINK TO STRATEGIC PLAN

None: The annual audit is a statutory requirement, and is guided by professional
standards applicable to all Canadian licences audit practitioners. Preparation and
publication of the annual audited financial statements supports the Strategic Plan
principles of integrity, and progressive corporate excellence and continuous
improvement.

ALTERNATIVE(S) TO THE RECOMMENDATIONS

1. Audit Committee may wish to commission the auditors to undertake any special
reviews or additional works, however these will incur additional professional fees, for
which budget funding will be required.

FINANCIAL IMPLICATIONS

The cost for the audit has been provided within the 2013 budget, as the audit relates to

the 2013 fiscal year. The audit fees have been fully accrued against the 2013
expenses.
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CONCLUSIONS

That Council endorse the proposed audit plan presented by BDO.

PREVIOUS REPORTS

None.

ATTACHMENTS

Aftachment #1 — Audit Plan letter to the Audit Commitiee as prepared by BDO

PRE-SUBMISSION REVIEW
Executive Leadership Team - Thursday, March 20, 2014

Prepared by: Laura Sheardown, Financial Analyst, Cash Flow & Investments

Nt

Eiliott, CPA, CA Neil Garbe
Director of Corporate & Financial -Chief Administrative Officer
-Services - Treasurer






Attachment #1

Tel: 705 726 6331 BDO Canada LLP
Fax: 705 722 6588 300 Lakeshore Drive, Suite 300

www.bdo.ca Barrie ON L4N OB4 Canada

Private & Confidential
April 1, 2014

Members of the Audit Committee

The Corporation of the Town of Aurora
100 John West Way

Box 1000

Aurora Ontario L4G 6J1

Dear Sir/Madam:

Re: Audit of the Consolidated Financial Statements of The Corporation of the Town of Aurora
For the year ended December 31, 2013

We are pleased to present our audit plan for the audit of the consolidated financial statements of
The Corporation of the Town of Aurora for the year ending December 31, 2013.

Our report is designed to highlight and explain key issues which we believe to be relevant to the
audit including audit risks, the nature, extent, timing and results of our audit work and the terms
of our engagement, including fees. This report forms a significant part of our overall
communication strategy with the Audit Committee and is designed to promote effective two-way
compmunication throughout the audit process. It is important that we maintain effective two-way
communication with the Audit Committee throughout the entire audit process so that we may
both share timely information. The audit process will conctude with an Audit Committee meeting
and the preparation of our final report to the Audit Committee.

This report has been prepared solely for the use of the Audit Committee and should not be
distributed without our prior consent. Consequently, we accept no responsibility to a third party
that uses this communication.
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Terms of Reference

Our overall responsibility is to form and express an opinion on the consolidated financial
statements. These consolidated financial statements are prepared by management, with
oversight by those charged with governance. The audit of the consolidated financial statements
does not relieve management or those charged with governance of their responsibilities. The
scope of our work, as confirmed in our engagement letter, and a summary of our proposed fees

are set out below.

Engagement Objectives

» Forming and expressing an audit opinion on the consolidated financial statements.

« Present significant findings to the Audit Committee including key audit and accounting
issues, any significant deficiencies in internal control and any other significant matters
arising from our work.

+ Provide timely and constructive management letters. This will include deficiencies in
internal control identified during our audit.

» Consult regarding accounting and reporting matters as requested throughout the year.

« Work with management towards the timely issuance of consolidated financial statements.

Independence

At the core of the provision of external audit services is the concept of independence. We are
communicating matters that, in our professional judgment, may reasonably be thought to bear on
our independence for the forthcoming audit of the municipality.

In determining which relationships to report, we have considered the applicable legistation and
relevant rules of professional conduct and related interpretations prescribed by the appropriate
provincial institute/ordre covering such matters as the following:

« holding of a financial interest, either directly or indirectly in a client;

« holding a position, either directly or indirectly, that gives the right or responsibility to exert
significant influence over the financial or accounting policies of a client;

« personal or business relationships of immediate family, close relatives, partners or retired
partners, either directly or indirectly, with a client;

« economic dependence on a client; and

« provision of services in addition to the external audit engagement.

We have prepared the following comments to facititate our discussion with you regarding





independence matters.

We are aware of the following relationships between the municipality and us that, in our
professional judgment, may reasonably be thought to bear on our independence. The following
relationships represent matters that have occurred from June 25, 2013 to April 1, 2014,

e We will provide assistance in the preparation of the consolidated financial statements,
possibly including adjusting journal entries and/or bookkeeping services. These services may
create a self-review threat to our independence. We, therefore, require that the following
safeguards be put in place:

« That management review and approve all journal entries prepared by us, as well as changes
to financial statement presentation and disclosure. '

« Our file review policies require that someone other than the preparer review the proposed
journal entries and financial statements.

Audit Team

In order to ensure effective communication between the Audit Committee and BDO Canada LLP,
we briefly outline below the key members of our audit team and the role they will play:

« Giselle Bodkin, CPA, CA - Engagement Partner
¢ Andrea Nauss, CPA, CA - Audit Manager
« Rob Chidiac - Audit Senior

Audit Strategy

Our overall audit strategy involves extensive partner and manager involvement in all aspects of
the planning and execution of the audit and is based on our overall understanding of the
municipality.

R L T e TR

We will perform a risk based audit which atlows us to focus our audit effort on higher risk areas
and other areas of concern for management and the Audit Committee.

To assess risk accurately, we need to gain a detaited understanding of the municipality’s business
and the environment it operates in.- This allows us to identify, assess and respond to the risks of
materiat misstatement.

i To identify, assess and respond to risk, we obtain an understanding of the system of internal
control in place in order to consider the adequacy of these controls as a basis for the preparation
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of the consolidated financial statements, to determine whether adequate accounting records have
been maintained and to assess the adequacy of these controls and records as a basis upon which
to design and undertake our audit testing.

Based on our risk assessment, we design an appropriate audit strategy to obtain sufficient
assurance to enable us to report on the consolidated financial statements.

We choose audit procedures that we believe are the most effective and efficient to reduce audit
risk to an acceptable low level. The procedures are a combination of testing the operating
effectiveness of internal controls {when appropriate), substantive anatytical precedures and other
tests of detailed transactions.

Having planned our audit, we will perform audit procedures, maintaining an appropriate degree of
professional skepticism, in order to collect evidence to support our audit opinion.

Materiality

Misstatements, including omitted financial statement disclosures, are considered to be material if
they, individually or in aggregate, could reasonably be expected to influence the economic
decisions of users taken on the basis of the consolidated financial statements.

Judgments about materiality are made in light of surrounding circumstances and include an
assessment of both quantitative and qualitative factors and can be affected by the size or nature
of a misstatement, or a combination of both.

For purposes of our audit, we have set preliminary materiality at $1,340,000 for the municipality.

Our materiality calculation is based on the municipality's preliminary results. In the event that
actual results vary significantly from those used to calculate preliminary materiality, we will
communicate these changes to the Audit Committee as part of our year end communication.

We will communicate all corrected and uncorrected misstatements identified during our audit to
the Audit Committee, other than those which we determine to be “clearly trivial”. Misstatements
are considered to be clearty trivial for purposes of the audit when they are inconsequential both
individually and in aggregate.

We encouraged management to correct any misstatements identified throughout the audit





process.

Risks and Planned Audit Responses

Based on our knowledge of the municipality’s business, our past experience, and knowledge
gained from management and the Audit Committee, we have identified the following significant
risks; those risks of material misstatement that, in our judgment, required special consideration.

Significant risks arise mainly because of the complexity of the accounting rules, the extent of
estimation and judgment involved in the valuation of these financial statement areas, and the
existence of new accounting pronouncements that affect them. We request your input on the
following significant risks and whether there are any other areas of concern that the Audit
Committee has identified. We have atso provided a brief summary of how we plan to audit these
significant risks. ’

Financial Statement Areas With Significant | Proposed Audit Procedures
Risks .

s Revenue » Review revenue recognition policy for
consistency with the professional standards.

* Assess the municipality's processes for
collecting and recognizing cash payments and
reporting any weaknesses to management.

Revenue and Obligatory Reserve Funds » Review the continuity of the funds and agree
transfers during the year to the approved
budget and supporting documentation.

\ » Government Transfers o Determine through review of government

j funding agreements if all appropriate criteria
; have been met to either defer or record the
grant revenue associated with the transfer.

Employee Benefit Liabilities e Review actuarial report to ensure that the
employee benefit liabilities have been
calculated in accordance with professional
standards and that the assumptions used are
reasonable.

*






Auditor’s considerations of possible fraud and illegal activities

We are responsible for planning and performing the audit to obtain reasonable assurance that the
consolidated financial statements are free of material misstatements, whether caused by error or
fraud, by:

+ Identifying and assessing the risks of material misstatement due to fraud;

» Obtaining sufficient and appropriate audit evidence regarding the assessed risks of material
misstatement due to fraud, through designing and implementing appropriate responses; and

+ Responding appropriately to fraud or suspected fraud identified during the audit.

The likelihood of not detecting a materia! misstatement resulting from fraud is higher than the
likelihood of not detecting a material misstatement resulting from error because fraud may
involve collusion as well as sophisticated and carefully organized schemes designed to conceal it.

During the audit, we will perform risk assessment procedures and related activities to obtain an
understanding of the entity and its environment, including the municipality’s internal control, to
obtain information for use in identifying the risks of material misstatement due to fraud and make
inquiries of management regarding: :

» Management’s assessment of the risk that the consolidated financial statements may be
materially misstated due to fraud, including the nature, extent and frequency of such
assessments;

« Management’s process for identifying and responding to the risks of fraud in the municipality,
including any specific risks of fraud that management has identified or that have been
brought to its attention, or classes of transactions, account balances, or disclosures for which
a risk of fraud is likely to exist;

» Management’s communication, if any, to those charged with governance regarding its
processes for identifying and responding to the risks of fraud in the municipality; and

¢ Management’s communication, if any, to employees regarding its view on business practices
and ethical behaviour.

In response to our risk assessment and our inguiries of management, we will perform procedures
to address the assessed risks, which may include: ‘

« Inguiry of management, the Audit Committee, and others related to any knowledge of fraud,
suspected fraud or alleged fraud;

« Perform disaggregated analytical procedures and consider unusual or unexpected relationships
identified in the planning of our audit;

+ Incorporate an element of unpredictability in the selection of the nature, timing and extent





of our audit procedures; and

« Perform additional required procedures to address the risk of management’s override of
controls including:

+ Testing internal controls designed to prevent and detect fraud;

+ Testing the appropriateness of a sample of adjusting journal entries and other
adjustments for evidence of the possibility of material misstatement due to fraud;

* Reviewing accounting estimates for biases that could result in material misstatements
due to fraud, including a retrospective review of significant prior years estimates;
and

+ Evaluating the business rational for significant unusual transactions.

Reliance on an Expert

In order for us to perform adequate audit procedures on certain financial statement areas, we
will be relying on the work of, and the report prepared by, Nexus Actuarial Consultants Ltd..
Canadian generally accepted auditing standards require us to communicate with the expert, We
propose to discuss the following with Nexus Actuarial Consultants Ltd.:

« The objective and nature of the audit engagement and how we intend to use the expert’s
findings and report

« Our assessment of the significance and risk aspects of the engagement that will affect the
expert’s work

« The requirement to advise us if they have any relationship with the organization which could
impair their judgment or objectivity in the conduct of their engagement

« The nature, timing and extent of the expert's work and our planned review of it, possibly
including review of their working papers

e« Confirmation that the assumptions used in their calculations are consistent with those used
in the prior periods and with industry standards

« Their obligation to advise BDO Canada LLP of any matters up to the estimated audit report
date that may affect their calculations and their report

We ask that the appropriate level of management review the data provided to Nexus Actuarial
Consultants Ltd. and that they also review the assumptions used and results reported by the
expert for reasonableness.





The Audit Committee plays an important role in the audit planning process and we look forward
to meeting with you to discuss our audit plan as well as any other matters that you consider
appropriate.

Yours truly,

Giselle Bodkin, CPA, CA
Partner through a corporation

BDO Canada LLP
Chartered Accountants, Licensed Public Accountants
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EXTRACT FROM
GENERAL COMMITTEE MEETING 14-02
A e OF JANUARY 11, 13, 20, & 27,
R A AND FEBRUARY 10 & 24, 2014
URO RECEIVED AT COUNCIL MEETING 14-09
OF TUESDAY, MARCH 18, 2014

CONSIDERATION OF ITEMS

34. LLS14-005 — Risk Management
(Added Item)

General Committee recommends:
THAT report LLS14-005 be referred to the Audit Committee.

CARRIED
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AURORA  TOWN OF AURORA

GENERAL COMMITTEE REPORT No. LLS14-005

SUBJECT: Risk Management
FROM: Warren Mar, Director of Legal & Legislative Services/Town Solicitor

DATE: February 24, 2014

RECOMMENDATIONS
THAT report LLS14-005 be received for information.
PURPOSE OF THE REPORT

The purpose of the report is to provide Council with additional information pertaining to
ways in which the Town tries to mitigate its risk.

BACKGROUND

BFL Canada Risk and Insurance Services Inc. (“BFL”), the Town’s insurance provider,
attended the Special General Committee Budget Review Meeting of February 10, 2014
to make a presentation to Council with regards to insurance premiums.

BFL advised Council that risk management was one of the items considered when
determining insurance premiums and indicated they worked closely with staff to try and
mitigate the Town’s risk. Staff was asked to report back regarding how this was
accomplished.

COMMENTS

The following is a list of ways in which the Town works to mitigate its risk:

1. Upon a claim being made, Town staff respond to the claimant as soon as
possible and, if necessary, discuss with the adjuster and/or insurance company,
ensuring that claims are dealt with as quickly as possible;

2. Town staff respond in a timely manner to accident/incident areas that are the
Town'’s responsibility, to address and correct concerns if necessary;

3. Monitor and analyze types of claims received and identify trends, including
review of loss experience;

4, Establish policies and procedures such as the winter maintenance policy and
continually review the same,;
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5. Work with BFL to review and provide comment with regard to agreements,
special events, tenders, etc. to ensure proper clauses are included in documents
so that third parties bear the liability and responsibility for their actions (and not

the Town);

6. Ensure insurance certificates from contractors are current;

7. Conduct mandatory staff training sessions, e.g., driver training, incident record
keeping;

8. Conduct routine inspections with regard to parks, facilities, equipment, roads,
etc.;

9. Communicate between departments — staff members from one department report

possible items of concern to the department responsible for the same;

10. Ensure accident/incident reports are fully completed by staff and reviewed on an
on-going basis;

11. Work with external counsel and other colleagues to be kept apprised of any
changes in legislation and/or judicial rulings, etc. and request presentations when
required,;

12.  Attend risk management workshops, seminars, etc.; and

13. Establish Risk Management and Health and Safety Committees which meet
regularly to review Town processes and procedures for risk-based concerns.

LINK TO STRATEGIC PLAN

Reviewing, understanding and providing the appropriate level of insurance for Town'’s
needs while ensuring financial prudence contribute to achieving the Strategic Plan
guiding principle of “Leadership in Corporate Management” and improves
transparency and accountability to the community.

ALTERNATIVE(S) TO THE RECOMMENDATIONS

None.

FINANCIAL IMPLICATIONS

None.
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CONCLUSIONS

Staff continues to protect members of the public and the corporation by minimizing
accidents and their adverse effects by ensuring that rlsk management is part of their
daily operations and routine.

PREVIOUS REPORTS

LLS14-001 — Insurance Premiums for the Town — Background information, Options, and
Analysis, dated February 10, 2014,

ATTACHMENTS

None.

PRE-SUBMISSION REVIEW
None.

Prepared by: Cindy Anne Maher, Deputy Clerk/Manager of Administration, Ext. 4771

W Me

Warren Mar Pﬁ Neil Garbe ./
Director of Legal & Legislative Chief Administrative Officer
Services/Town Solicitor
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