HALIFAX

P.O. Box 1749
Halifax, Nova Scotia
B3J 3A5 Canada

ltem No. 12.1.1
Audit & Finance Standing Committee
May 11, 2016

TO: Chair and Members of Audit & Finance Standing Committee

Original Signed
SUBMITTED BY:

Amanda Whitewood, Director of Finance & ICT / CFO

DATE: April 20, 2016
SUBJECT: Audit of the Consolidated Financial Statements of HRM
ORIGIN

This report is originated by staff in preparation for the March 31, 2016 year end audit of the consolidated
financial statements of HRM.

LEGISLATIVE AUTHORITY

Section 46 of the Halifax Regional Municipality Charter outlines the responsibilities of the Municipal
Auditor including issuance of an Auditor’'s Report.

RECOMMENDATION

It is recommended that the Audit & Finance Standing Committee approve the attached Audit Planning
report for the year end audit of HRM’s consolidated financial statements as prepared by the Municipal
Auditor (KPMG).



Audit of the Consolidated Financial Statements of HRM
Audit & Finance Standing Committee -2- May 11, 2016

BACKGROUND

Each year the Municipal Auditor is required to prepare an Audit Planning Report to be approved by the
Audit & Finance Standing Committee.

DISCUSSION

KPMG has prepared the attached Audit Planning Report for review and approval by the Audit & Finance
Standing Committee.

EINANCIAL IMPLICATIONS

The fees described in the Audit Planning Report for the year-end audit are consistent with the tender and
the budget.

RISK CONSIDERATION

There are no significant risks associated with the recommendation in this report. The risks considered
rate Low. To reach this conclusion, consideration was given to operational and financial risks.

COMMUNITY ENGAGEMENT

None required.

ENVIRONMENTAL IMPLICATIONS

Implications not identified.

ALTERNATIVES

The Audit & Finance Standing Committee through discussion with our Municipal Auditor, may request
additional services or audit procedures. These services or audit procedures would likely be a separate
engagement and would result in increased costs to HRM.

ATTACHMENTS

1. KPMG’s Audit Planning Report for the March 31, 2016 year end audit of the consolidated
financial statements of HRM.

A copy of this report can be obtained online at http://www.halifax.ca/commcoun/index.php then choose the
appropriate Community Council and meeting date, or by contacting the Office of the Municipal Clerk at 902.490.4210,
or Fax 902.490.4208.

Report Prepared by: Diana Burns, Senior Financial Consultant, Accounting, 902.490.6315

Original Signed
Report Approved by:

Louis de Montbrun, Manager of Financial Reporting, 902.476.0585
Financial Approval by: Original Signed

Amanda Whitewood, Director of Finance & ICT / CFO, 902.490.6308
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Laura Noye
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Tel: 902-492-6047
Inoye@kpmg.ca

At KPMG, we are passionate about earning your trust. We take deep
personal accountability, individually and as a team, to deliver
exceptional service and value in all our dealings with you.

At the end of the day, we measure our success from the
only perspective that matters - yours.
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Executive summary

Audit and business risk Audit Materiality Independence

Cur audit 1s nisk-focused. In planning our audit we Matenality has been determined based on total We are independent and have extensive quality
have taken into account key areas of focus for revenues. We have determined matenality to be control and conflict checking processes in place.
financial reporting. $14,280,000 for the year ending March 31, 2016. We provide complete transparency on all services,

See pages 4-5 and Appendix 1. See page 7.

Effective communication

We are committed to transparent and thorough
reporting of 1ssues to sentor management, the
Audit and Finance Standing Committee and
Council.

See page 9 and Appendix 3.

This Audit Planmng Report should not be used for any other purpose or by anyone other than the Audit Committee. KPMG shall have no responsibility or kability for loss or damages or claims, if any, 1o of by any thrd
party as this Audit Planning Report has not been prepared for, and 15 not intended for, and should not be used by, any third party or for any other purpose.
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Audit approach

Significant financial reporting risks

Inherent risk is the
susceptibility of a
balance or assertion to

We have not identified any significant financtal reporting risks or unusual transactions,

misstatement which
could be material,
individually or when
aggregated with othar
misstatements,
assuming that there are
no related controls.

Our assessment of
inherent risk is based on
various factors, including
the size of the balance,
its inherent complexity,
the level of uncertainty
in measurements, as
well as significant
external market factors
or those particular to the
internal environment of
the entity.
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Audit approach

Professional .
requirements Why Our audit approach

T eI Eraltine tiam This 1s a presurmed fraud risk. Managemant's bias related to fraud risk of revenue is addressed through
revenue the risk of management override of controls discussed below.

presume the nisk of = Generally revenue 1s not an area

fraudulent revenue fecognition of fraud risk for a not-for-profit

: . entity like a Municipally given the
recognition and the risk of financial reporting objectives and
management overnde of lack of incentiva. However,
controls exist in all should the g...:..n_ﬁm__ﬂ\ wish to
show a balanced statement of
operations, adjustments to
increase or decrease revenue
through journal entries was
recognition can be considered a risk.

rebutted, but the nsk of

management overnde of

companies.

The nisk of fraudulent

y Fraud risk from This is a presumed fraud risk. As the nsk is not rebuttable, our audit methodology incorporates the
control cannot, since management We have not identified any required procedures in professional standards to address this nsk, These
management 15 typically in avernde of controls  gpacific additional risks of procedures include testing of journal entries and other adjustments,

a unigue position to management override relating 1o Performing a retrospective review of estimates and evaluating the business
this audit. rationale of significant unusual transaciions.

perpetrate fraud because
of its ability —— =
to manipulate accounting

records and prepare

fraudulent financial

statements by overriding
controls that otherwise
appear to be operating
effectively.
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Audit a

Professional standards
require that we obtain an
understanding of the
entity's organezational
structure, including its
components and their
environments that 1s
sufficient to identify those
components that are
financially significant or
that contain specific nsks
that must be addressed
during our audit.

Group auditors are
required to be involved In
the component auditors’
risk assessment in order
to dentify significant nsks
to the group financial
statements. If such
significant risks are
wentified, the group
auditor 1s required to
evaluate the
appropnateness of the
audit procedures to be
performed to respond to
the identified nsk.

HRM Audit Planning Report for the year ended March 31, 2016 | 6

proach

The components over which we plan to perform audit procedures are as follows:

Components Why Our audit approach

Halifax Regional Water Commission  Individually *  Audit of component’s financial nformation
financally + Assessment of compstence of component auditor
significant

»  Written instructions to the companent's auditor
« Meeting with component auditor o discuss instructions and any issues

*  Receipt of surnmary information outlining scope of audit work
performed and related findings and review of detailed working papers if

required.
Associations, Boards and Non-significant + Ensure completeness and accuracy of component information through
Commissions {ABC's); components review of year end consolidated warkbook.
Dartmouth Sportsplex Community
Association
Halifax Forum Community
Association

Centenmal Arena Commission
Canada Games Centre
Scotiabank Cantre

Community Builders Inc. { Cole
Harbour Place}

Halifax Regional Library

St Margaret's Community Centre
Association

Note -BMO Centre and Sackville
Sports Stadium are excluded from
the list above as their operations are
included in the accounts of the HRM.
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Materia

Professional standards
require us 1o re-assess
matenality at the
completion of our audit
based on period-end
results or new information
in order to confirm
whether the amount
determined for planning
purposes remains
appropriate.

Our assessment of
misstatements, I any, in
amounts or disclosures at
the completion of our audit
will include the
consideration of both
quantitative and qualitative
factors.

The first step is the
determinaticn of the
amounts used for planning
purposes as follows.

ity
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The determination of materiality requires professional judgment and is based on a combination of quantitative and quabtative

assessments including the nature of account balances and financial statement disclosures.

Materiality
determination Comments Amount
Metrics Total revenues or expenses as appropriate, program costs or net assets.
Benchmark Total revenues, This benchmark is consisient with the prior year. $952,000,000
% of Benchmark The corresponding percentage for the prior year's audit was 1.5%. 1.5%
Matenality Determined to plan and perform the audit and to evaluate the effects of identified  $14,280,000
nmisstatements on the audit and of any uncorrected misstatements on the
financial statements. The corresponding amount for the prior year’'s audit was
$12,670,000.
Performance matenality Used 75% of matenality, and used primarily to determine the nature, timing and $10,710,000
axtent of audit procedures. The corresponding amount for the prior year's audit
was $9,502,500.
Audit Misstatement Threshold used to accumulate misstatemeants identified during the audit, The $714,000

Pasting Threshold
(AMPT)

corresponding amount for the previous year's audit was $633,500.

Halifax Regional Municipality = non-
consolidated

Halifax Regional Water Commission

Component Materiality

$12,852,000

$7,000,000
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Value for fees

In determining the fees for our services, we have considered the nature, extent and timing of our planned audit procedures as described above.
QOur fee analysis has been reviewed with and agreed upon by management.

Our fees are estimated as follows:

Current penod (budget)  Prior period {actual)

Audit of the annual consolidated financial statements $80,300 $78,000
Adoption of PS 3260, liability for contaminated sites - $8,600

Matters that could impact our fee

The proposed fees outlined above are based on the assumptions described in the engagement letter.
The cntical assumptions, and factors that cause a change in our fees, include:

e Significant changes in the nature or size of the operations of the HRM beyond those contemplated in our planning processes;
* (Changes in professional standards or requirements ansing as a result of changes in professional standards or the interpretation thereof, or

e  Changes in the time of our work.
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Audit cycle and timetable

Qur key activities during the Audit plan discussion including half day on-site visit for a KPMG team meeting
year are designed to achieve November 2016 with senior management. Commence year end planning.
our one principal objective:
October 2016
To provide a robust audit,
efficiently delivered by a high
quality team focused on key
issues.
Planning Communication of group audit instructions

Our timeline 1s 1n line with prior
year to avoid any last minute
surprises.

with component auditors; March 2016
Interim

fieldwark

Strategy Ongoing
communication with | .
September 2016 - ——— Board/Audit I p——o—— April 2016
Committee and Senior " Final
Management fieldwork
and
/. reporting
Debnef Final fieldwork: May 16 — June 3, 2016
Audit strategy discussions ) Audit findings discussion June 2016
based on debrief of audit Reporting o Recommend approval of cansolidated

financial statements by Audit
Committee June 2016

Issuance of audit report on financial
slatements June 2016
June 2016
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Appendices

Appendix 1: Audit Quality and Risk Management

Appendix 2: KPMG's audit approach and methodology

Appendix 3: Required communications

>uum.._&x m" .Or.:.m:m amﬂm_muamzﬁm

Appendix 5: Engagement letter
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Appendix 1: Audit Quality & Risk Management

Qualty control is fundamental to our busingss and is the responsibility of every
partner and employee. The following diagram summarises the six key elements

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. of our quality contral systems.

Visit htt kpmg.com/{Cafenfservices/Audi/PaqesfAudit-Quality-Resources.aspx for more information,

&  Other controls include: ® Al KPMG partners and staff are required

) Independance, to act with integrity and objectivity and
= Before the firm ssues is integtity, athics comply with applicable laws, regulations
audit report, Engagement and abjectivity and professional standards at all {imes.

Quality Control Reviewer

reviews the ®  We do not ofier services that would

impair our independence,

appropnateness of key Other nisk
elements of publicly listed managemant Personnel
client audits. quality controls \\\\1 managemenl ® The processes we m._._..u_o< to help retain
= Technical department and ’ \ ¥ and develop people include:
specialist rescurcas — Assignment based on skills and
provide real-time experience;
suppart 1o audit — Rotation of partners;
teams in the field. Audit i d -~ Performance evaluation;
; .: ! D:m _q an — Development and traing; and
UG L G DG ] Risk gm:mmm:‘—mzﬁ = Approprate supervision and coaching
engagements and partners. y
Rewview teams are independent
and the waork of every audit Acceptance & ®  We have policies and procedures for
partner is reviewed at least independent continuance of deciding whether to accept or continue a
once every three years. manitering clienis / client relationship or 10 perform a specific

engagements engagement for that client.

. 3 - ®  Existing audit relationships are reviewed
® We have policies and guidance to ensure

Engagement annually and evaluated to identify
that s..o:n_ _um:o.:.:ma __.u< M“amom*:..mﬂ | perfgrmance instances where we should discontinue
personnel meets applicable professtona standards our professional association with the

standards, regulatory requirements and the
firm's standards of quality.

client.
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Appendix 2: KPMG's audit approach

and methodology

Technology-enabled audit workflow (e AudIT)

Engagement Setup

¢ Tailor the eAudIT workflow to
your circumstances

e  Access global knowledge
specific to your industry

e Team selection and umetable

Completion

¢ Tailor the eAudiT workflow to
your crcumstances

¢ Update nsk assessment

e  Perform completion procedures
and averall evaluation of results
and financial statements

¢ Form and i1ssue audit opinion on
financial statements

e (Obtain written representation
from management

¢ Required Audit Committee
communications

e Debrief audit process

Risk Assessment

Tailor the eAudlT workflow to your
circumstances

Understand your business and
financial processes

Identify significant risks

Plan the use of KPMG specialists
and others including auditor's
external experts, management
experts, internal auditors, service
organizations auditors and
component auditors

Determine audit approach

Evaluate design and implementation
of internal controls (as required or
considered necessary}

Testing

Tailor the eAudIT workflow to your
ciicumstances

Perform tests of operating
effectiveness of internal controls {as
required or considered necessary)

Perform substantive tests
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Appendix 3: Required communications

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

s Engagement letter — the objectives of the audit, our responsthilities 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.

¢ Audit planning report — as attached

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

Management representation letter — 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 findings report - at the completion of our audit, we will provide a
report to the Audit Committee
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Appendix 4: Current developments

Please visit the Current Developments Uoda
Standards and Auditing.

for Audit Committee section of the Audit Commitiee Institute page for current developments in Canadian Auditing

The following is a summary of the current developments that are relevant to the HRM.

Standard Summary and implications Reference

Expanded auditor reporting Auditor reporting is moving away from the current binary, pass / fail
nature of auditor’s reports and expanding reporting to discussions of
areas of higher risk of matenal misstatements, effect on the audit
and discussion of significant judgements. The Intarnational
Accounting and Assurance Standards Board {IAASB) issued new
standards, and Canadian Auditing Standards are expacted to adopt in
early 2016.

Related Party Disclosures, Section 2200  Effectiva for fiscal years beginning on or after April 1, 2017. Earlier
Assets, Section PS 3210 adoption i1s permitied.

Contingent Assets, Section PS 3320

Contractual Rights, Section PS 3380

Inter-entity Transactions, PS 3420
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Appendix b: Engagement letter



KPMG LLP Telephone (902) 492-6000

Chartered Accountants Telefax (002) 482-1307
Suite 1500 Purdy’s Wharf Tower 1 Internet  www.kpmg ca
1859 Upper Water Sireet

Halifax NS B3J 3N2

Canada

PRIVATE & CONFIDENTIAL

Mr. Richards Butts

Chief Adiministration Officer
Halifax Regional Municipality
PO Box 1749

Halifax, NS B3K 3A3

February 11, 2013

Dear Sir:

The purpose of this letter is to outline the terms of our engagement commencing for the period
ending March 31, 2013 as follows:

= Audit the consolidated financial statements of Halifax Regional Municipality (“the
Municipality™) (*“Municipality financial statements™),

e Audit of the statement of general rate surplus/deticit (“financial information™); and,

» Audit of the financial statement of the miscellancous trusts (“trust financial statements™)
commencing for the period ending March 31, 2013.

This letter supersedes our previous letter to the Municipality dated February 28, 2011 and
amended February 1, 2012, The terms of the engagement outlined in this letter will continue in
effect from period to period, unless amended or terminated in writing. The attached Terms and
Conditions form an integral part of the terms of this engagement and are incarporated herein by
reference (collectively the “Engagement Letter”).

FINANCIAL REPORTING FRAMEWORK FOR THE FINANCIAL STATEMENTS

The municipal financial statements will be prepared and presented in accordance with Canadian
public sector accounting standards. the financial information will be prepared and presented in
accordance with the basis of accounting described in the notes to the financial information and
the trust financial statements will be prepared in accordance with generaily accepted accounting
principles for not-for-profit organizations (hereinafter referred to as the “financial reponting
frameworks™).

The Municipal financial statements, financial information and trust financial statements
(collectively “the financial statements”) will include an adequate description of the financial
reporting framework.

KPRIG LA a Caratat borted  Sirity pRitrorsies and #iTamber t2m of LFe KEYG
retwork bl CepeCdrt Terbar t9ms aff-uled wit: KPMO brrienationsl Crcoetibve
(“EPMG Irterrasoral®), a Swiss erury Al ephta raserwng Provied 0 Conaga
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MANAGEMENT'S RESPONSIBILITIES FOR TIIE FINANCIAL STATEMENTS

Management acknowledges and understands that they are responsible for:

« the preparation of the financial statemenis in accordance with the financial reporting
frameworks referred 1o above;

» cnsuring that all transactions have been recorded and are reflected in the financial statements;

» such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement. whether due to {raud or crror.
Management also acknowledges and understands that they are responsible for the design,
implementation and maintenance of internal control to prevent and detect fraud;

» providing us with access to all information of which management is aware that is relevant to
the preparation of the financial statements such as records, documentation and other matters;

e providing us with additional information that we may request from management for the
purpose of the audit;

e , providing us with unrestricted access to persons within the Municipality from whom we
determine it necessary to obtain audit evidence; and.

» providing us with written representations required to be obtained under professional standards
and written representations that we determine are necessary. Management also acknowledges
and understands that professional standards require that we disctaim an audit opinion .

An audit does not relieve management or those charged with governance of their responsibilities.
AUDITORS' RESPONSIBILITIES REGARDING THE AUDIT OF THE FINANCIAL STATEMENTS
Our function as auditors of the Municipality is:

+ toexpress an opinion on whether the Municipality's financial statements. prepared by
management with the oversight of those charged with governance, are, in all material
respects, in accordance with the financial reporting frameworks referred to above; and,

e o report on the financial statements.

We will conduct the audit of the Municipality's financial statements in accordance with Canadian
senerally accepted auditing standards and relevant ethical requirements, including those
pertaining to independence (hereinafier referred to as applicable “professional standards™).

We will plan and perform the audit to obtain reasonable assurance about whether the tinancial
statements as a whole are free from material misstatement, whether due to fraud or error.
Accordingly, we will, among other things:

» identify and assess risks of material misstatement. whether due to fraud or error. based on an
understanding of the Municipality and its environment. including the Municipality's intemal
controls. In making those risk assessments, we consider internal controls relevant to the
Municipality's preparation of the financial statemenits in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of cxpressing an opinion on the
effectivencss of the Municipality's internal controls:

9
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» pbtain sufficient appropriate audit evidence about whether material misstatements exist.
through designing and implementing appropriate responses 1o the assessed risks:

» form an opinion on the Municipality's financial statements based on conclusions drawn from
the audit evidence obtained; and.

s communicite matiers required by professional standards, to the extent that such matters come
to our attention, to the appropriate level of management. those charged with governance
and/or the Council.

AUDITORS' DELIVERABLES

The expected form and content of our audit reports is provided in Appendix B. However, there
may be circumstances in which a report may differ from its expected form and content.

FEES
Appendix A to this letter lists our fees for professional services to be performed under this
Engagement Letter,

L ELL 2 LA )

We are available to provide a wide range of services beyond those outlined above. Additional
services are subject to separate terms and arrangements.

We are proud to provide you with the services outlined above and we appreciate your confidence
in our work. We shall be picased to discuss this [etter with you at any time. I the arrangements
and terms are acceptable, please sign the duplicate of this letter in the space provided and return it
1o us.

Yours very truly,

Kins 4
o

Carey Blair

Partner responsible for the engagement and its performance, and for the report that is
issued on behalf of KPMG LLP. and who. where required. has the appropriate authority
from a professional, legal or regulatory body

(902) 492-6029

Enclosure
ce: Council
e e e e s ok o o ok R e
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Original Signed
Name and Title /.

Date (dd/mm/yy) L ?/ 0~?/ /3

Name and Title

Date (dd/mm/yy)
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Appendix A - Fees for professional services

The Municipality and KPMG agree to a fee based on actual hours incurred at mutually agreed-
upon rates. The fee is as follows for the next 3 years

2012/13 $73,500

2013/14 $75,700

2014/15 578,000

2015/16 380,300

2016/17 382,750

In the cvent professional standards or accounting standards change and as a result change
the scope of our audits, we will agree our revised estimated fees with the Entity before
we commence the delivery of any service,
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Appendix B - Expected Form of Report
INDEPENDENT AUDITORS' REPORT

I'o the Mayor and the Councillors of the Halifax Regional Municipality

We have audited the accompanying consolidated financial statements of the Halifax Regional
Municipality. which comprise the consolidated statement of financial position as at March 31.
2013, the consolidated statements of aperations and accumulated surplus, change in net financial
assets and cash flows for the year then ended, and notes. comprising a summary of significant
accounting policies and other explanatory information,

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with Canadian Public Sector Accounting Standards. and for
stich internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud
Or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards, Those standards require that we comply with cthical requirements and plan and
perform the audit 10 obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to ohtain audit evidence about the amounts and
disclosures in the consolidated finuncial statements. The procedures selected depend on our
Jjudgment. including the assessiment of the risks of material misstatement of the consolidated
financial statements. whether due to fraud or error. In making those risk assessments, we consider
internal control relevant to the Municipality’s preparation and fair presentation of the
consolidated financial statements in order 1o design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Municipality's internal control. An audit also includes evaluating the approprintencss of
accounting policies used and the reasonableness of accounting estimates made by management.
as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis tor our audit opinion.

Opirtion

In our opinion, the consolidated financial statements present fairly. in all material respects. the
financial position of the Halitax Regional Municipality as at March 31, 2013, and the results of its
operations and its cash flows for the year then ended in accordance with Canadian Public Sector
Accounting Standards.
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Appendix C — Matters to communicate

Matters required to be communicated under professional standards to the appropriate level of
management include:

Engagement partner

e identity and role of the engagement partner.

Frawd and non-compliance with faws and regulations

¢ any identified fraud or any information obtained that indicates that a fraud may exist

= any identified non-complianee with laws or regulations or suspected non-compliance.
including itlegal acts.

Contral deficiencies

» any significant deficiencies in the Municipality’s internal control that we iniend 10

communicate to those charged with governance unless it would be inappropriaie to
communicate dircctly to management in the circumstances.

a  other deficiencies in internal control that have not heen communicated to management by
other partics and that, in our professional judgment. are of sufficient importance 10 merit
management's attention.

Misstutements

» any accumulated misstatements, other than those that are clearly trivial. Furthermore, we
request that management correct all misstatements communicated.
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Appendix C — Matters to communicate (continued)

dlatters required to be communicaled, on a timely basis, under professional standards to those
charged with governance include:

Engagement partner

» identity and role of the engagement partner,

Awdit approuch

» an overview of the planned scope and timing of the audit.
Frawd ond non-compliance with ey and regulations

s any identified fraud or suspected fraud that may exist involving management, employees who
have significant roles in internal control, or others where the fraud results in a material
misstatement in the financial statements.

e any matters related to fraud that are. in our judgment, relevant to your responsibilities.

s any identified non-compliance with laws or regulations or suspected nen-compliance,
including illegal acts, other than when the identified or suspected non-compliance or illegal
act is clearly inconsequential.

Comtrol deficiencies

s any significant deficiencies, in writing, in the Municipality's internal control.

Misstatements

» any accumulated uncorrected misstaiements (amounts or disclosures) other than those that are

clearly trivial. including the effect of uncorrected misstatements related to prior periods.
Furthermare. we request all uncorrected misstatements be corrected.

Accounting practices

e our views about significant qualitative aspects of the accounting practices including
accounting policies. accounting estimates and financial statement disclosures.

Significamt difficultivs

» any significant difficulties that we encountered during the audit. For example. if we conclude
that management's refusal to allow us to send a confirmation request is unreasonable or when
we are unable to obiain relevant and reliable audit evidence from alternative audit procedures.

Significant matters

* significant matters. if any. arising from the audit that were discussed, or subject to
correspondence with management (e.g. management's consultation with other accountanis,
major issues discussed with management prior o retention or any disagreements with
management. whether or not satisfactorily resolved. about matters that individually or in the
aggregate could be significant to the financial statements or report thereon), including when
group management refuses to communicate to component management matters that are
significant to the financial statements of the component,
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other significant matters arising from the audit, if any, that. in our professional judgment. are
significant to the oversight of the financial reponting process, including those significant
matters arising from the audit in connection with the Municipality's related parties.

instances where our evaluation of the work of o component auditar gave rise to a concemn
about the quality of that auditor's work.

any limitations on the group audit. for example. where our access to information may have
been restricted.

Management representations and other written compumications

copies of written representations requested from management.

Croing concern

events or conditions identified that may cast significant doubt on the Municipality's ability to
continue as a going concem.

Reporting

any expected modilications 1o the audit report and the circumstances that led to the
modification,

any expected emphasis of matter or other matter paragraphs in the audit report and the
circumstances that led to the additional paragraphs.

management refuses lo remove a scope limitation in the audit.

(ther information

our responsibilities with respect to other information in documenis containing audited
financial statements.

any revision necessary to, or material misstatement of fact included in, financial and non-
financial information which is included, either by law. regulation or custom, in a document
containing the audited financial statements and our audit report therean (“other information™)
that we identified when reading such information, which management refuses to correct.

Note: Significant findings from the audit will be communicated in writing if; in our professional
2 £
judgment, oral communication would not be adeguate.
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Appendix C - Matters to communicate (continued)

Matters required to be communicated under professional standards to the board of directors
include:

Fraud and non-compliance with laws and regulations

¢ any identified non-compliance with laws or regulations or suspected non-compliance where
we suspect that management or those charged with governance are involved.
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The Terms and Conditions arc un integral pant of the
sccompanying engagement {ctter from KIPMG that idemilies
the engagement 1o which they relwte (und collectively form
the “fingagement Leer™). The  Engagement  Leiter
supersedes all written or oral representations on this matier

1. SEVERAMLITY.

I any of the provisions of this Engapement Lelter wre
determined to be invalid or unenforceable, the remaining
provisions shal remain in effect and be binding on the panies
1o the fullest extent permitted by law,

1. GOVERNING Law,

‘This Engagement Letter shall be subject 1o and governed by
the laws of the province where KPMG's principal office
performing this engagement is Jocated (withowt repard 1o
such provinge's rules on conflicts of law) and all disputes
arising hereunder or related thereto shall be subject 1o the
exclusive jurisdiction of the counts of such province of
Canada,

3. LLPSTATUS

KIPMG LLP is o repistered limited liability Parinership
{“LLP"} established under the laws of the Province of
Oniario and, where spplicable, has been registered extr-
provincially waer provincisd Icgislation. KPMG is a
partnership, but its partners have a degree of limited liability
A partner is not personally Tiabke fur any debts, obligations or
liabilitics of the LLP that anse from a negligem act or
omission by another partner or by any other person under that
vther partner's direct supervision or control, The legislation
relating to limited liability pannerships does not, however,
reduce or limit the liability of the firm. The firm's insurance
excecds the mandatery protessional indemnity  insuranee
requirements established by the relevant profiessional bodics.
Subject 1o the other previsions bereol, all partners of the LLP
remuin personally liable for their own actions andfor actions
of those they ditectly supervise or control,

4. DOCUMENTS AND INFORMATION,

Muanagement's cooperation in providing us with documurnts
and related information and agreed-upon assistance vn o
timely basis ts an important factor tn being able to issue our
report. KPMG shall be cntitled to share all information
provided by the Municipality with all other member firms of
KPMG intemational Cooperative ("KPMG  Intemational™)
performing services hercunder Al work papers, files and
ather intemal materials created or produced by KPMG during
the cngagement and ol copyright and intelleetual property
rights in our work papers ore the property of KPMG.

5. INTENTIONALLY DELETED,

. PERSONAL ISFORMATION CONSENTS AND NOTICES,

Any collection, use or disclosure of personal information is
subject o KPMCG's  Priveey  Policy  avmiluble  at
wwwkpmg ca KI'MG may be required 1o collect, use and
disclose personal tnfonwation about mdividuals during the
cotrse of this engagement.

The Municipality tepresents and wartants that it will obezin
any consents rensonably required to wlow KPMG w collect,
use ang disclose personad information ia the course of the
enpugement The Municipality and KPMC oyree that no
processing of such personad information will oceur outside of
Canada. KP'MG's Privacy Otficer noted in KPMG's Privacy
Policy is able 1o answer any individual’s questions about the
collection of personal nformation requined for KEMG to
deliver services hereunder,

The Municiplity consents 1o KPMG sending 10 the
Municipaliy, ot officers. directors and  emplovees, as
applicable, clectronie messages (inchuding emai's) relating
KPMCG products and services and other matters of interest o

the Mumcipality The Municipality, its officers, direciors or
employees may  withdraw  such comsent by comactung
KPM(G's National OiTice focated at Bay Aulelaide Centre,
333 Bay Swect, Suite H0(0, Toronto, Ontario M3IH 283,
Stiention Unsubsente; or info/@kpmg co.

7. OFFERS OF FAPLOYMENT.

In order to allow issues of independence 1o be addressed,
management agrees that prior to extending on offer of
employment to any KEMG partner, emploves or contactor,
the matter i communicated @ the engagement paitner of
asseciate parther

8. OFFERING DOCUMENTS,

If the Municipulity wishes to include or incorpurate by
reference the financral staements and our tepont thereon in
an offering document, we will consider consenting 1o the use
of our repont and the terms thereof at that time. Nothing in
this Engagement Letter shall be construed o8 consent and
KPMG expressly docs not consent to the use ol vur sulit
repori(s) in offering documents. I the Municipality wishes
1o obtain KEMG's written consent 1o the use of our audit
report(s} in an offenng document. or wishes us 10 provide a
vomfort or advice letter, we will be required to perform
procedures s required by professional  standards;  any
agreement to perform such procedures will be documented i
a separale engagement Jetter, Management agrees to provide
us with adequate potice of the preparation of such
documents.

9. FEEAND OTHER ARRANGEMENTS.

KPMG's estimated fee is based on the quality of the
Munivipality's acvounting tecords, the agreed-upon level of
preparztion und assistance {fram the Municipalitys personnci,
and adhercnce to the agrecd-upon timetble, KPMUG's
vshmated fee also assumes that the Municipality’s (inancial
statemems are in accordence with the applicable financial
reporting framcwork and that there are no significant new or
changed accounling policies or issues, ar linangial reporting,
internal contrel over {inancial reporting or other reporting
issues. KEMG will inform the Municipality on a timely basis
if these factors pre not in place.

Addinonal time may be incurred for such matters as
sipnificant issues, significant wouseal andlor  complex
transactions, informing management about new professional
standards, and any related accounting advice. Where these
matters azise and require reseanch, consultation and work
beyond that included in the estimated fee, the Municipality
and KPMG agree to revise the estimated tee. No significant
additional  work  will proceed  without  management’s
concurrenee, and, 1f applicable, withowt the concutrence ol
those charged with governance, Upon completion of these
services KPMG will revicw with the Municipality any lees
and cxpenses incurred in excess of KPMG's estimote,
following which KPMG will render the final bitling. Routine
administrative expenses such as long distenee telephone
calls, photocopies, lax charges, printing of sttements and
reports, postage and delivery and secrctarial and report
department assistance are included in our fees. Other
disbursements for items such as iavel, sceommodation and
meals will be  charped  based on KPMGS  actunl
dishursements,

KPMG's invoices are due und pavable tpon weeeipt, Amounts
overdue are subject 1o tnterest. In onder to avoid the possible
implication that unpaid fees might be vicwed as creating a
threat o KPMCG's independence, it is important that KPM('s
tutls be pusd prompely shen rendered. If 2 siuation arises n
which it may uppear that KI'MG's independence is threatened
because of sigmficant unpaid bills, KPMG may be prohitited
ftom signing the report and, i applivable, any consent.

Fees for any uther serviees wil be billed separately from the
services deseribed in this enpegement feter and may be

1



subyect to written werms and condetions supplementnl fo those
i thus felter

Conadian Public Accounability Bourd (CPARB) participation
fecs, when applicable, are charged o the Municipality based
o the annual fees fevied by CIPAR,

To the extent that KPMG partners and employees are on the
Muormapaliy’s premises, the Municipality will take all
reasonable precautions lor the safcty of KPMG partners and
emnplovees at the Municipality s premiscs,

M) BEGM. PROCLSSES

The Mumicipality on 1ts own behalt hereby acknowledpes and
agreey to cause ot subsidiaries and aifiliates to hereby
acknowledge that KPMG may (rom time to Uime receive
reguests or orders from the Canoadian Public Accountebility
Board or from professional, seeurities or other regulatery,
jucicial o gosermmenta! awthontics (both in Canade and
abread) 1o provide them wih mformaton and copics of
decuments i KPMG's files including worksng papers and
other work-product relating to the affairs of the Mameipality,
ws subsidiaries and affilates Except where probibited by
luw, o 2 request or onder s direcily selated to an inspection or
mvestigation of KPMG's audi of the Municipality, KPMG
wili advise the Mumetpality of the request or order. The
Municipality hereby acknowledges that KPMG will provide
these documents and information without further refvrence
o, or authorty from, the Munwcipality, its subsidianes end
afilates

When such an authonsty requests aceess to KPMG's working
papers and other work-product relating to the Municipality's
affairs, KPMG will, on o reasonable eiforts basis, refuse
acvess 10 ony document pver which the Municipality has
expressfy informed KIMG at the tine of delivery thm the
Municipality asserts privilege, except where disclosure of
documents 15 required by law The Municipality must mark
any document aver which it assents privilege ax “privileged”
[T und only f the authoruy requires such access to privileged
documents pursuant to the laws of a jurisdiction in which
express consend is required for such disclosure, then the
Municipality hereby provides its consent,

Where privileged  Mumcipzhity documents are disclosed,
KPMG s directed to advise the suthority that the
Municipality is permitung disclosure onfy 1o the extent
required by law and lor the imited purpose of the sutherity's
exercise of statutory authonty KEMG 18 direected to advise
the authorty that the Municipality does not intend 1o waive
privilege for any other purpose and that the Municipality
expects s documents to be held by the authority as
prwvileged and confidential materral (hefd securely, limited
distribution, ete.). For preater cennmty, the Musicipality and
KPMG bereby agree that this acknowledpement (and, if
required, consent) does net negale or constitute o waiver af
privilege for any purpose and the Municipality expressly
relies upon the privilege protections afforded under statute
and otherwise under lw

The Municipality agrees to reimburse KPMG, upon reguest,
at standard halling rates for KPMG's professional ume and
expenses, mduding  reasonable  legal fees  subject 1o
consultation with the Munipality prier to incumng such
fees, in dealing with the maners described sbove,

1L KPMG INTERNATIONAL MEMBER FIRMS,

The Mumemality agrees that any claims that may arise ot of
this engagement will be brought solely sgainst KPMG, the
vontracting  party, and nol against any other KIPMG
Intermational Cooperative (" KEMUG Intermativnal™) member
firms purtieipating 0 dus engagement or such thied party
servave providers referred ta in Section 3 shove.

13, CONNECTING  T0 THE  MUNICIPALITY'S T
NETWURK.

KPMG personned are authorized o conneet their computers
lo the Municipality's IT Network, subject to any restricions
communicated to KEMG lrom ume to tme Connection o
the Municipality's ¥I' Network or the intermet viz the
Network, while at the Municipality's premises, will be for the
express purpose of conducting normal business acuvities,
prmanily relating o facalitating the completion of work
referted to in this letter

13, DELIVERAULESN OR COMAMUNICATIONS,

RIEMG may issue other deliverables or communications as
part of the services deseribed in this Engngement Letter
Such deliverables or communications may not to be included
in. summurized in, guoted from or othenvise used or referred
to, in whole or in pant, in any documents or public oml
statement.

KPMG expressly does not consent 1o lhe use ol any
communication, feport, statement or opinion prepared by us
on the interim financial staiemenis and such communicatton,
report, statement or opnion mav nol be included M.
summarized in, quoted from or otherwise used in any
document or public oral statement.

14, ALTERNATIVE DISPGTE RESOLUTION.

‘The parties hereby apree that they will first attenipt to scttle
any dispute ansing out of or telating w this Engagement
Letter or the services provided hereunder through good Guth
negotiations in the spint of mutual cooperation between
represenictives of cach of the parties with authority 1o resolve
the dispute, In the event that the parties are unable 1o selile or
resolve their dispute through negoution within 30 days of
the dispute fiest ansing or such longer period as the parties
may muteally agree upon, such dispute shall, as prompily as
is reasonably practicable, be subject to mediation pursttant 1o
the National Mediation Rules of the ADR institute or
Canada, Inc All disputes remaining unsettfed for snore than
60 days following the parties lirst meeting with o mediator or
such longer penod as the paries may mutsally ngree upon
shall, as prompily us s reasonably practicable, be subject 1o
arbitration pursuant to the Natonel Arbitration Rules of the
ADR Instituie of Canada, Inc. {the “Arbiumtion Rules™) Such
arbitration shall be final, conclusive and binding wpun the
parties, and the pacties shall have no neht of appeal or
Jjudicial review of the dectsion. The parties hereby waive amy
such nght of appeal which may otherwise be provided lor 1n
any provincial grbitrution statuic made applicable under the
Arbitration Rules The place of mediation and atbitraton
shall be the oy in Canada in which the pnincipal KPMG
uffice that performed the engogement s located. The
language of the mediation and arbitration shali be English

1
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