
CITY OF VAUGHAN 
 

EXTRACT FROM COUNCIL MEETING MINUTES OF JUNE 27, 2017 
 

Item 1, Report No. 6, of the Finance, Administration and Audit Committee, which was adopted, as 
amended, by the Council of the City of Vaughan on June 27, 2017, as follows: 
 
By approving the following in accordance with Communication C1 from the Chief Financial Officer 
and City Treasurer and Director of City Financial Services/Deputy Treasurer, dated June 12, 2017: 
 

1. That the Draft Consolidated Statement of Cash Flows (Page 1.13) be replaced with 
the updated version that changes the supplemental cash flow information for 
interest paid to $2,753,846; 

 
2. That Note 15(b) (Page 1.41) be replaced with the updated version that provides 

more informative disclosure on loans guaranteed by the City. 
 
 
 
1 2016 DRAFT CONSOLIDATED FINANCIAL STATEMENTS 
 
The Finance, Administration and Audit Committee recommends approval of the recommendation 
contained in the following report of the Chief Financial Officer and City Treasurer and the Director 
of City Financial Services/Deputy Treasurer, dated June 6, 2017: 
 

Recommendation 
 

The Chief Financial Officer and City Treasurer and the Director of City Financial Services/Deputy 
Treasurer recommend: 
 
1. That the 2016 Draft Consolidated Financial Statements, Vaughan Public Library Board, 

Kleinburg Business Improvement Area, Trust Fund Financial Statements and the Statement 
of Revenues and Expenditures and Fund Balance of the Mayor’s Golf and Gala Events 
(Attachment 1) be approved; and 

 
2. That the KPMG Audit Findings Report for the year ended December 2016 (Attachment 2) be 

received. 

Contribution to Sustainability 

The statutory financial statements are a requirement prescribed by the Municipal Act, 2001 that 
show the results of operations for the fiscal year and the financial position at the end of the fiscal 
year. 
 
The objective of the City’s financial planning process is to develop a multi-year budget that 
balances the need to maintain existing services, accommodate growth requirements and 
undertake corporate initiatives against the City’s capacity to fund them. The City’s financial 
management policies and practices are based on best practices to maintain the City’s strong 
financial position.  
 
These statutory financial statements illustrate the success of the City of Vaughan in achieving 
their financial goals and maintaining the City’s strong financial position. 

Economic Impact 

There is no incremental economic impact from this report.  The financial statements are prepared 
on a different basis than the annual budget and the quarterly fiscal health report.  Note 13 to the 
Consolidated Financial Statements provides a reconciliation of the approved Council budgets to 
the budget figures reported in the consolidated financial statements. The statutory financial 
statements are a requirement of the Municipal Act, 2001.  These financial statements present the 
financial position of the City at the end of the 2016 fiscal year, the results of operations for the  
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2016 fiscal year, the change in net financial assets and the change in the City’s cash flow in 2016 
with additional detail provided in the notes to the financial statements. Statutory financial 
statements are prepared in accordance with Canadian Generally Accepted Accounting Principles 
(GAAP) for governments as recommended by the Public Sector Accounting Board (PSAB) of the 
Chartered Professional Accountants of Canada.   

Communications Plan 

An advertisement will be placed in the local paper when the financial statements are approved by 
Council.  The advertisement will indicate that the 2016 Consolidated Financial Statements and 
Trust Fund Statement are available for pick up at City Hall.  In addition the financial statements 
will be published on the City’s web page at https://www.vaughan.ca/cityhall/accounting. 

Purpose 

The purpose of this report is to request Council approval of the City’s 2016 Draft Consolidated 
Financial Statements, Vaughan Public Library Board Financial Statements, Kleinburg Business 
Improvement Area Financial Statements, the Statement of Revenue and Expenditures and Fund 
Balances of the Mayor’s Golf and Gala Events, and the Trust Fund Financial Statements and to 
provide an opportunity to review KPMG’s Audit Findings Report for 2016. 

Background - Analysis and Options 

The City’s Draft Consolidated Financial Statements have been prepared in accordance with 
Generally Accepted Accounting Principles (GAAP) for governments as recommended by the 
Public Sector Accounting Board (PSAB) of the Chartered Professional Accountants of Canada. 
 
The City’s Draft Consolidated Financial Statements incorporate the financial results of  

• The City of Vaughan 
• Vaughan Public Library Board 
• Kleinburg Business Improvement Area 
• Hydro Vaughan Corporations 

➢ PowerStream Inc. (45.315% ownership through Vaughan Holdings Inc.) 
➢ Vaughan Holdings Inc. (100% owned by the City of Vaughan) 
➢ Hydro Vaughan Energy Corporation (100% owned by Vaughan Holdings Inc.) 
➢ 1446631 Ontario Inc. (100% owned by the City of Vaughan) 

 
The City’s Trust Financial Statements are separate and are not included in the City’s consolidated 
financial results.  These statements are not part of the Consolidated Statements because they 
include assets held in trust by the City for other uses (ie. cemetery perpetual care). 
 
Also included are separate Financial Statements for the Library Board and the Board of 
Management for the Kleinburg Business Improvement Area as well as a Statement of Revenues 
and Expenditures and Fund Balance of the Mayor’s Gala and Golf Events. 
 
The Mayor’s Gala and Golf Events statement includes funds raised and administered by the City 
of Vaughan for the 2016 Mayor’s Gala and Golf events. The audited statement does not include 
$1.6 million in additional funds raised through the Live Auction at the Mayor’s Gala on May 25, 
2016 on behalf of the MacKenzie Health Care Foundation.  Those funds were directed to and 
administered by the MacKenzie Health Care Foundation. 
 
Unqualified Audit Opinion  
 
The City has received an “unqualified” audit opinion from KPMG on all of the statutory financial 
statements.  This means that the City has followed all of the rules, and our financial statements  
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present fairly, in all material respects, the financial position of the entity audited as at December 
31, 2016 and its results of operations and accumulated surplus, its change in net financial assets 
and its cash flows for the 2016 year in accordance with public sector accounting standards.   
 
2016 Draft Financial Statements: 
 
Consolidated Statement of Financial Position: 

The statement of financial position highlights four key figures that describe the financial position 
of the City at the financial statement date: 

a) The cash resources of the City are its cash and cash equivalents ending 2016 at  
$539.5m (2015 – $477.1m).  The increase relative to 2015 is primarily a result of 
increased cash flow from City operations. 

b) The net financial resources/net debt position of the City is calculated as the difference 
between its financial assets and financial liabilities.  Unlike many governments, the City is 
in a positive and stable net financial resource position at December 31, 2016 of $344.3m 
(2015 - $343.3m). 

c) The non-financial assets of the City are assets that are, by nature, normally held for use 
in the provision of services and include purchased, constructed, contributed, developed 
or leased tangible capital assets, inventories of supplies, and prepaid expenses.  At the 
end of 2016, the City has non-financial assets totalling $7.8b (2015 $7.6b). 

d) The total net assets is the sum of the City’s net financial resources and the total non-
financial assets and is also called the accumulated surplus (explained below).  

Net 
financial 
assets 
$344.3

m

Accumulated Surplus of $8.1b  

Non-financial 
assets $7,554.7m

 
 
Consolidated Statement of Financial Activities: 
The statement of operations reports the surplus or deficit from operations in the accounting 
period. The statement displays the revenues that it has recognized in the period, the cost of City 
services provided and the difference between them.  Our annual surplus for 2016 for statutory 
purposes was $126.0m (2015 - $303.7m).  This is almost $178M lower than 2015 primarily due to 
receiving fewer contributed assets in 2016.  In 2016, there were 17 assumptions valued at 
$128.1m versus 26 assumptions in 2015 at $319.6m. 
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This statement also presents the City’s accumulated surplus which is equal to the total net assets 
on the Statement of Financial Position.  The accumulated surplus or deficit of the city is 
calculated as the sum of the net financial assets (debt) of the City and its non-financial assets and 
is also calculated by adding the 2016 annual surplus to the 2015 accumulated surplus.  The City’s 
Net Asset/Accumulated Surplus position at the end of 2016 is $8.1b (2015 - $8.0b) itemized as 
follows: 
 

2016 2015

( $b) ( $b)

Investment in tangible capital assets 7.7 7.6

Investment in Hydro Vaughan Corporations 0.4 0.4

Discretionary Reserves 0.2 0.2

Amounts to be recovered in future years (0.1)           (0.1)           

Other (0.1)           (0.1)           

8.1 8.0  
 
Consolidated Statement of Change in Net Financial Assets: 
The statement of change in net financial assets reports information that is important in 
understanding changes in the financial assets and liabilities of the City. This measure is displayed 
by reporting the items that explain the difference between the operating surplus or deficit and the 
change in net financial assets for the period. 

Cash Flow: 
The statement of cash flow reports the change in cash and cash equivalents in the accounting 
period, and how the City financed its activities in the period and met its cash requirements. The 
City cash and cash equivalent position continues to be strong as illustrated below: 

2016 2015

( $m) ( $m)

Cash provided by (used in):

Operating Activities 147.3 71.0

Capital Activities (acquisition & disposal of tangible capital assets) (68.1)       (55.2)       

Financing Activities (debt incurred and repaid) (2.6)         (13.4)       

Investment Activities (changes in investment porfolio and hydro) (14.2)       5.9

Net Change in Cash 62.4 8.3

Cash, Beginning of the Year 477.1 468.8

Cash, End of the Year 539.5 477.1  

Budget Presentation vs. Statutory Presentation 
 
The City’s statutory financial statements are presented in a different manner than the 2016 
Budget and 2017-18 Plan. 
 
The statutory financial statements must comply with Provincial Statutory Reporting and use an 
accrual basis of accounting whereas the Operating, Water and Wastewater and Capital Budgets 
approved by Council are intended to set tax and utility rates and are prepared on a cash basis of 
accounting. 
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The major differences between the two presentations are: 
 

1. The City’s 2016 Budget and 2017-18 Plan is developed excluding amortization on 
tangible capital assets.  The statutory financial statements present the net book value of 
the City’s tangible capital assets on the Statement of Financial Position and includes 
annual amortization to recognize the use of tangible capital assets in the current year in 
the Statement of Operations and Accumulated Surplus. 
 

2. Council has chosen not to include amortization expense in the tax levy requirements in 
accordance with Regulation 284/09 of the Municipal Act, 2001.  The City’s Infrastructure 
Replacement Reserve Contribution Policy requires that a portion of the expected 
replacement cost of these assets be raised through taxation each year to help smooth 
out potential large tax increases in the years of replacement.   

 
3. The majority of the City’s assets are initially funded by the development industry and 

treated as contributed assets on the City’s financial statements.  Contributed assets are 
valued based on construction costs and are recognized in the financial statements as 
revenue in the year assumption occurs. 
 

4. The City’s 2016 Budget and 2017-18 Plan excludes future post-employment benefit costs 
except for actual post-employment benefit payments as they are funded from taxation. 
However, post-employment benefits on the statutory financial statements represent the 
retirement benefits that have accrued over the service life of the City’s employees to date 
but not yet paid.  These are expensed over the life of the employees as they render the 
service.  The result is a difference between the budget and the statutory statements due 
to the gap between the current funding and the liability for post-employment benefits.  

 
5. The City’s 2016 Budget and 2017-18 Plan includes dividends paid by the Hydro 

Corporations to the City. The consolidated financial statements exclude dividends 
received, but include an equity pickup of the 2016 income based on the percentage 
holdings of the hydro corporation by the City of Vaughan.   

 
A reconciliation of the major differences between the Consolidated 4th Quarter Report ending 
December 31, 2016 and the Consolidated Statement of Financial Position is provided below: 
 
Reconciliation of the City of Vaughan's PSAB Surplus to Operating Surplus

2016 City of Vaughan Operating Surplus on Fund Basis - Quarterly Statements -$         
Revenue
Contributed tangible capital assets 128.1
Water & wastewater revenue 132.2
Other: capital revenues, VBEC 34.0
Share of net earnings of Hydro Vaughan Corporations 10.0
Vaughan Holdings Inc. dividends paid to City of Vaughan (6.9)
Investment in Hydro Vaughan Corporations (1.8)

Expenses
Amortization (69.0)
Other PSAB Adjustments (10.3)
Water & wastewater expenditures (109.3)
Post employment benefits (6.3)
Other: financing and transfers 25.3
2016 City of Vaughan Annual Surplus on PSAB Basis - Statutory F/S 126.0$       
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Relationship to Term of Council Service Excellence Strategy Map (2014-2018) 

On Sept. 30, 2015, Council approved a refreshed strategic plan. The plan provides a focused set 
of priorities for the corporation to deliver on our mission of citizens first through service 
excellence. The refreshed direction is presented in the form of a Service Excellence Strategy 
Map.  The 2016 Draft Consolidated Financial Statements indicate that the City continues to follow 
sustainable fiscal policies and manage City assets while meeting Council’s target tax rates (no 
greater than 3%). 

Regional Implications 

There are no Regional implications associated in the report. 

Conclusion 

The City of Vaughan’s 2016 Consolidated Financial Statements, the Financial Statements of the 
Vaughan Public Library Board, the Board of Management of the Kleinburg Business Improvement 
Area, the Trust Fund and the Statement of Revenues and Expenditures and Fund Balance of the 
Mayor’s Gala and Golf Events present fairly, in all material respects, the financial position of each 
entity as at December 31, 2016 and the results of operations and accumulated surplus, the 
change in net financial assets and the cash flows for each entity for the year ended December 31, 
2016 in accordance with public sector accounting standards. 

Attachments 

1. 2016 Draft City Consolidated Financial Statement Package which includes the City’s 
Consolidated Financial Statements, the Vaughan Public Library Board Financial Statements, 
the Statement of Revenue and Expenditures and Fund Balances of the Mayor’s Golf and 
Gala Events, the Kleinburg Business Improvement Area Financial Statements.  Also 
included, but not incorporated in the City’s Consolidated Financial Statements, are the Trust 
Fund Financial Statements. 
 

2. 2016 Audit Findings Report – KPMG LLP 
 
Report prepared by: 
 
Nancy Yates, CPA, CA, BComm 
Accounting Manager 

 
(A copy of the attachments referred to in the foregoing have been forwarded to each Member of Council 
and a copy thereof is also on file in the office of the City Clerk.) 
 
 













FINANCE, ADMINISTRATION AND AUDIT COMMITTEE  JUNE 6, 2017 

2016 DRAFT CONSOLIDATED FINANCIAL STATEMENTS 

Recommendation 

The Chief Financial Officer and City Treasurer and the Director of City Financial Services/Deputy 
Treasurer recommend: 
 
1. That the 2016 Draft Consolidated Financial Statements, Vaughan Public Library Board, 

Kleinburg Business Improvement Area, Trust Fund Financial Statements and the Statement 
of Revenues and Expenditures and Fund Balance of the Mayor’s Golf and Gala 
Events(Attachment 1) be approved; and 

 
2. That the KPMG Audit Findings Report for the year ended December 2016 (Attachment 2) be 

received. 

Contribution to Sustainability 

The statutory financial statements are a requirement prescribed by the Municipal Act, 2001 that 
show the results of operations for the fiscal year and the financial position at the end of the fiscal 
year. 
 
The objective of the City’s financial planning process is to develop a multi-year budget that 
balances the need to maintain existing services, accommodate growth requirements and 
undertake corporate initiatives against the City’s capacity to fund them. The City’s financial 
management policies and practices are based on best practices to maintain the City’s strong 
financial position.  
 
These statutory financial statements illustrate the success of the City of Vaughan in achieving 
their financial goals and maintaining the City’s strong financial position. 

Economic Impact 

There is no incremental economic impact from this report.  The financial statements are prepared 
on a different basis than the annual budget and the quarterly fiscal health report.  Note 13 to the 
Consolidated Financial Statements provides a reconciliation of the approved Council budgets to 
the budget figures reported in the consolidated financial statements. The statutory financial 
statements are a requirement of the Municipal Act, 2001.  These financial statements present the 
financial position of the City at the end of the 2016 fiscal year, the results of operations for the 
2016 fiscal year, the change in net financial assets and the change in the City’s cash flow in 2016 
with additional detail provided in the notes to the financial statements. Statutory financial 
statements are prepared in accordance with Canadian Generally Accepted Accounting Principles 
(GAAP) for governments as recommended by the Public Sector Accounting Board (PSAB) of the 
Chartered Professional Accountants of Canada.   

Communications Plan 

An advertisement will be placed in the local paper when the financial statements are approved by 
Council.  The advertisement will indicate that the 2016 Consolidated Financial Statements and 
Trust Fund Statement are available for pick up at City Hall.  In addition the financial statements 
will be published on the City’s web page at https://www.vaughan.ca/cityhall/accounting. 

Purpose 

The purpose of this report is to request Council approval of the City’s 2016 Draft Consolidated 
Financial Statements, Vaughan Public Library Board Financial Statements, Kleinburg Business 



Improvement Area Financial Statements, the Statement of Revenue and Expenditures and Fund 
Balances of the Mayor’s Golf and Gala Events, and the Trust Fund Financial Statements and to 
provide an opportunity to review KPMG’s Audit Findings Report for 2016. 
 

Background - Analysis and Options 

The City’s Draft Consolidated Financial Statements have been prepared in accordance with 
Generally Accepted Accounting Principles (GAAP) for governments as recommended by the 
Public Sector Accounting Board (PSAB) of the Chartered Professional Accountants of Canada. 
 
The City’s Draft Consolidated Financial Statements incorporate the financial results of  

• The City of Vaughan 
• Vaughan Public Library Board 
• Kleinburg Business Improvement Area 
• Hydro Vaughan Corporations 

 PowerStream Inc. (45.315% ownership through Vaughan Holdings Inc.) 
 Vaughan Holdings Inc.(100% owned by the City of Vaughan) 
 Hydro Vaughan Energy Corporation (100% owned by Vaughan Holdings Inc.) 
 1446631 Ontario Inc. (100% owned by the City of Vaughan) 

 
The City’s Trust Financial Statements are separate and are not included in the City’s consolidated 
financial results.  These statements are not part of the Consolidated Statements because they 
include assets held in trust by the City for other uses (ie. cemetery perpetual care). 
 
Also included are separate Financial Statements for the Library Board and the Board of 
Management for the Kleinburg Business Improvement Area as well as a Statement of Revenues 
and Expenditures and Fund Balance of the Mayor’s Gala and Golf Events. 
 
The Mayor’s Gala and Golf Events statement includes funds raised and administered by the City 
of Vaughan for the 2016 Mayor’s Gala and Golf events. The audited statement does not include 
$1.6 million in additional funds raised through the Live Auction at the Mayor’s Gala on May 25, 
2016 on behalf of the MacKenzie Health Care Foundation.  Those funds were directed to and 
administered by the MacKenzie Health Care Foundation. 
 
Unqualified Audit Opinion  
 
The City has received an “unqualified” audit opinion from KPMG on all of the statutory 
financial statements.  This means that the City has followed all of the rules, and our financial 
statements present fairly, in all material respects, the financial position of the entity audited as at 
December 31, 2016 and its results of operations and accumulated surplus, its change in net 
financial assets and its cash flows for the 2016 year in accordance with public sector accounting 
standards.   

 
2016 Draft Financial Statements: 
 
Consolidated Statement of Financial Position: 
The statement of financial position highlights four key figures that describe the financial position 
of the City at the financial statement date: 

a) The cash resources of the City are its cash and cash equivalents ending 2016 at  
$539.5m (2015 – $477.1m).  The increase relative to 2015 is primarily a result of 
increased cash flow from City operations. 

b) The net financial resources/net debt position of the City is calculated as the difference 
between its financial assets and financial liabilities.  Unlike many governments, the City is 



in a positive and stable net financial resource position at December 31, 2016 of $344.3m 
(2015 - $343.3m). 

c) The non-financial assets of the City are assets that are, by nature, normally held for use 
in the provision of services and include purchased, constructed, contributed, developed 
or leased tangible capital assets, inventories of supplies, and prepaid expenses.  At the 
end of 2016, the City has non-financial assets totalling $7.8b (2015 $7.6b). 

d) The total net assets is the sum of the City’s net financial resources and the total non-
financial assets and is also called the accumulated surplus (explained below).  

Net 
financial 
assets 
$344.3

m

Accumulated Surplus of $8.1b  

Non-financial 
assets $7,554.7m

 
 
Consolidated Statement of Financial Activities: 
The statement of operations reports the surplus or deficit from operations in the accounting 
period. The statement displays the revenues that it has recognized in the period, the cost of City 
services provided and the difference between them.  Our annual surplus for 2016 for statutory 
purposes was $126.0m (2015 - $303.7m).  This is almost $178M lower than 2015 primarily due to 
receiving fewer contributed assets in 2016.  In 2016, there were 17 assumptions valued at 
$128.1m versus 26 assumptions in 2015 at $319.6m. 
 
This statement also presents the City’s accumulated surplus which is equal to the total net assets 
on the Statement of Financial Position.  The accumulated surplus or deficit of the city is 
calculated as the sum of the net financial assets (debt) of the City and its non-financial assets and 
is also calculated by adding the 2016 annual surplus to the 2015 accumulated surplus.  The City’s 
Net Asset/Accumulated Surplus position at the end of 2016 is $8.1b (2015 - $8.0b) itemized as 
follows: 
 

2016 2015
( $b) ( $b)

Investment in tangible capital assets 7.7 7.6
Investment in Hydro Vaughan Corporations 0.4 0.4
Discretionary Reserves 0.2 0.2
Amounts to be recovered in future years (0.1)           (0.1)           
Other (0.1)           (0.1)           

8.1 8.0  



Consolidated Statement of Change in Net Financial Assets: 
The statement of change in net financial assets reports information that is important in 
understanding changes in the financial assets and liabilities of the City. This measure is displayed 
by reporting the items that explain the difference between the operating surplus or deficit and the 
change in net financial assets for the period. 

Cash Flow: 
The statement of cash flow reports the change in cash and cash equivalents in the accounting 
period, and how the City financed its activities in the period and met its cash requirements. The 
City cash and cash equivalent position continues to be strong as illustrated below: 

2016 2015
( $m) ( $m)

Cash provided by (used in):
Operating Activities 147.3 71.0
Capital Activities (acquisition & disposal of tangible capital assets) (68.1)       (55.2)       
Financing Activities (debt incurred and repaid) (2.6)         (13.4)       
Investment Activities (changes in investment porfolio and hydro) (14.2)       5.9
Net Change in Cash 62.4 8.3
Cash, Beginning of the Year 477.1 468.8
Cash, End of the Year 539.5 477.1  

Budget Presentation vs. Statutory Presentation 
 
The City’s statutory financial statements are presented in a different manner than the 2016 
Budget and 2017-18 Plan. 
 
The statutory financial statements must comply with Provincial Statutory Reporting and use an 
accrual basis of accounting whereas the Operating, Water and Wastewater and Capital Budgets 
approved by Council are intended to set tax and utility rates and are prepared on a cash basis of 
accounting. 
 
The major differences between the two presentations are: 
 

1. The City’s 2016 Budget and 2017-18 Plan is developed excluding amortization on 
tangible capital assets.  The statutory financial statements present the net book value of 
the City’s tangible capital assets on the Statement of Financial Position and includes 
annual amortization to recognize the use of tangible capital assets in the current year in 
the Statement of Operations and Accumulated Surplus. 
 

2. Council has chosen not to include amortization expense in the tax levy requirements in 
accordance with Regulation 284/09 of the Municipal Act, 2001.  The City’s Infrastructure 
Replacement Reserve Contribution Policy requires that a portion of the expected 
replacement cost of these assets be raised through taxation each year to help smooth 
out potential large tax increases in the years of replacement.   

 
3. The majority of the City’s assets are initially funded by the development industry and 

treated as contributed assets on the City’s financial statements.  Contributed assets are 
valued based on construction costs and are recognized in the financial statements as 
revenue in the year assumption occurs. 
 



4. The City’s 2016 Budget and 2017-18 Plan excludes future post-employment benefit costs 
except for actual post-employment benefit payments as they are funded from taxation. 
However, post-employment benefits on the statutory financial statements represent the 
retirement benefits that have accrued over the service life of the City’s employees to date 
but not yet paid.  These are expensed over the life of the employees as they render the 
service.  The result is a difference between the budget and the statutory statements due 
to the gap between the current funding and the liability for post-employment benefits.  

 
5. The City’s 2016 Budget and 2017-18 Plan includes dividends paid by the Hydro 

Corporations to the City. The consolidated financial statements exclude dividends 
received, but include an equity pickup of the 2016 income based on the percentage 
holdings of the hydro corporation by the City of Vaughan.   

 
 
A reconciliation of the major differences between the Consolidated 4th Quarter Report ending 
December 31, 2016 and the Consolidated Statement of Financial Position is provided below: 
 
Reconciliation of the City of Vaughan's PSAB Surplus to Operating Surplus

2016 City of Vaughan Operating Surplus on Fund Basis - Quarterly Statements -$         
Revenue
Contributed tangible capital assets 128.1
Water & wastewater revenue 132.2
Other: capital revenues, VBEC 34.0
Share of net earnings of Hydro Vaughan Corporations 10.0
Vaughan Holdings Inc. dividends paid to City of Vaughan (6.9)
Investment in Hydro Vaughan Corporations (1.8)

Expenses
Amortization (69.0)
Other PSAB Adjustments (10.3)
Water & wastewater expenditures (109.3)
Post employment benefits (6.3)
Other: financing and transfers 25.3
2016 City of Vaughan Annual Surplus on PSAB Basis - Statutory F/S 126.0$       

Relationship to Term of Council Service Excellence Strategy Map (2014-2018) 

On Sept. 30, 2015, Council approved a refreshed strategic plan. The plan provides a focused set 
of priorities for the corporation to deliver on our mission of citizens first through service 
excellence. The refreshed direction is presented in the form of a Service Excellence Strategy 
Map.  The 2016 Draft Consolidated Financial Statements indicate that the City continues to  
follow sustainable fiscal policies and manage City assets while meeting Council’s target tax rates 
(no greater than 3%). 

Regional Implications 

There are no Regional implications associated in the report. 

Conclusion 

The City of Vaughan’s 2016 Consolidated Financial Statements, the Financial Statements of the 
Vaughan Public Library Board, the Board of Management of the Kleinburg Business Improvement 
Area, the Trust Fund and the Statement of Revenues and Expenditures and Fund Balance of the 
Mayor’s Gala and Golf Events present fairly, in all material respects, the financial position of each 



entity as at December 31, 2016 and the results of operations and accumulated surplus, the 
change in net financial assets and the cash flows for each entity for the year ended December 31, 
2016 in accordance with public sector accounting standards. 

Attachments 

1. 2016 Draft City Consolidated Financial Statement Package which includes the City’s 
Consolidated Financial Statements, the Vaughan Public Library Board Financial Statements, 
the Statement of Revenue and Expenditures and Fund Balances of the Mayor’s Golf and 
Gala Events, the Kleinburg Business Improvement Area Financial Statements.  Also 
included, but not incorporated in the City’s Consolidated Financial Statements, are the Trust 
Fund Financial Statements. 
 

2. 2016 Audit Findings Report – KPMG LLP 
 

Report prepared by: 

Nancy Yates, CPA, CA, BComm 
Accounting Manager 

Respectfully submitted, 

 

 

 
Laura Mirabella-Siddall, CPA, CA 
Chief Financial Officer & City Treasuer 
 
 
 
 
 
Dean Ferraro, CPA, CA 
Director of City Financial Services/Deputy Treasurer 
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The contacts at KPMG in 
connection with this report 
are: 

Kevin Travers 
Lead Audit Engagement 
Partner  

Tel: 416-228-7004  
ktravers@kpmg.ca 

 

Shelyane Li  
Audit Senior Manager 

Tel: 416-224-4113 
shelyaneli@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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This Audit Findings Report should not be used for any other purpose or by anyone other than the Finance and Administration Committee. KPMG shall have no 
responsibility or liability for loss or damages or claims, if any, to or by any third party as this Audit Findings Report has not been prepared for, and is not intended for, and 
should not be used by, any third party or for any other purpose. 

Executive summary 
Purpose of this report*  
The purpose of this Audit Findings Report is to 
assist you, as a member of the City’s Finance and 

Administration Committee, in your review of the 
results of our audit of the consolidated financial 
statements (the “financial statements”) of the 
Corporation of the City of Vaughan (“the City”) as 
at and for the year ended December 31, 2016.   

We appreciate the assistance of management and 
staff in conducting our audit. We trust that this 
audit findings report is of assistance to you, and 
we look forward to discussing our findings and 
answering your questions.    

 

Changes from the Audit Plan  

There have been no significant changes regarding 
our audit from the Audit Planning Report previously 
presented to management.  

Finalizing the audit  
As of April 27, 2017, we have completed the audit 
of the City’s financial statements, with the 
exception of certain remaining procedures, which 
include amongst others: 

– Receipt of a bank confirmation 

– Receipt and review of capital commitments 

– Receipt of signed management representation 
letters (to be signed upon City Council 
approval of the consolidated and related entity 
financial statements); 

– Updating our discussions regarding 
subsequent events, including receipt of the 
final legal enquiry letter; 

– Completing our discussions with the Finance 
and Administration Committee; and 

– Obtaining evidence of City Council's approval 
of the financial statements. 

We will update you on significant matters, if any 
arising from the completion of the audit, including 
the completion of the above procedures. Our 

auditors’ report will be dated upon the completion 

of any remaining procedures. 

 

Adjustments and differences 
We identified one adjustment that was 
communicated to management and subsequently 
corrected in the financial statements. 

See page 10. 

 

Critical accounting estimates 
Overall, we are satisfied with the reasonability of 
critical accounting estimates.  

We believe management’s process for identifying 

critical accounting estimates and developing 
estimates for these balances to be adequate. We 
did not identify any indicators of possible 
management bias. 

Accounting estimates are disclosed as such in 
note 1(n) to the financial statements.
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Executive summary (continued) 
Significant accounting 
policies and practices  
There were no initial selections of, or changes to, 
significant accounting policies and practices to 
bring to your attention. 

 

Financial statement 
presentation and 
disclosure  
The presentation and disclosure of the financial 
statements are, in all material respects, in 
accordance with the City’s relevant financial 
reporting framework. Misstatements, including 
omissions, if any, related to disclosure or 
presentation items are in the management 
representation letter.  
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Audit risks and results  

Significant 
financial 

reporting risks 
Why Our significant findings from the audit 

Fraud risk from 
revenue recognition 

This is a presumed fraud risk.  
The risk resides with 
development charges revenue, 
particularly with respect to 
revenue recognition on an 
accrual basis and cut-off of 
fiscal periods. 
 
 

In order to address the presumed fraud risk from revenue recognition, we 
performed various audit procedures over the City’s process for recognizing 
development charges revenue, including: 

– Evaluated the design and implementation and tested the operating 
effectiveness of selected relevant controls, including those relating to the 
tracking and reporting of capital project expenditures.  

Other audit procedures included: 

– Tested development charges cash receipts and their deferral. 

– Obtained the deferred revenue continuity schedule and selected samples for 
testing to determine if the original development charges received in prior years 
were used to fund capital expenditures in the current year and in accordance 
with the appropriate legislation.  Based on our procedures, we conclude that 
the development charges recorded as revenue in fiscal 2016 were used to 
fund capital projects. 

– Reviewed recognition considerations for the other revenue streams. 
We did not identify any issues related to fraud risk associated with revenue 
recognition. 
 

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

Professional standards require certain procedures to be performed to address the 
presumed risks of management override of controls.  

– Using our Data & Analytics software, we tested manual and automated journal 
entries by extracting all journal entries recorded in the general ledger system 
and other adjustments. Please see page 9 for details and results. 

– We evaluated the reasonableness of estimates. We found that management’s 
process for identifying accounting estimates is considered adequate.  

– We did not identify any significant unusual transactions or any specific 
additional risks of management override during our audit. 

No issues were noted.   
 

Inherent risk of material 
misstatement is the 
susceptibility of a balance 
or assertion to 
misstatement which could 
be material, individually or 
when aggregated with 
other misstatements, 
assuming that there are no 
related controls. 

We highlight our significant 
findings in respect of 
significant financial 
reporting risks as identified 
in our discussion with you 
in the Audit Plan, as well 
as any additional 
significant risks identified.  
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Areas of audit focus and results  
We have highlighted below other significant matters, including areas of accounting estimates and our assessment of subjective areas 
that we would like to bring to your attention: 

Matter KPMG comment 
Investment in Hydro 
Vaughan Corporations 

– The City recognizes its investment in Hydro Vaughan Corporations using the modified equity method. 
– We reviewed the criteria under Public Sector Accounting Standards (“PSA Standards”) PS 3070 – 

Investment in Government Business Enterprises and noted the City’s investment in Hydro Vaughan 
Corporations continues to meet all criteria of the section and therefore it is appropriate to continue to 
record the investment using the modified equity method of accounting. 

– Vaughan Holdings Inc. (“VHI”) received a $1.8M capital dividend from PowerStream, which was 
recorded as a reduction to VHI’s investment in PowerStream. VHI issued a similar capital dividend to the 
City for the same amount. 

– We reviewed the VHI Board minutes, ensuring that there were no additional share purchases during the 
2016 year, verified the transactions between each of the respective entities, and performed a 
reconciliation of the amounts reported in the financial statements of the City, VHI, and PowerStream. 

– Subsequent to 2016, the City subscribed for common shares in VHI for a total amount of $69.5M in order 
to fund the merger of PowerStream and acquisition of Hydro One Brampton Networks Inc. Please see 
the discussion in the next topic.  

– Relevant note disclosures describing the reduction in investments in Hydro Vaughan Corporations are 
included in note 4 of the City’s financial statements. 

– As PowerStream is considered a significant component of the City, and as PowerStream is audited by 
another firm of Chartered Professional Accountants, professional standards require that we review the 
audit working papers of the significant component auditor.  This has taken place with no issues noted 
following our review. 

– Based on the work performed, KPMG concludes that management has appropriately reflected its 
investment in Hydro Vaughan Corporations using modified equity accounting. 
 

Subsequent event: 
PowerStream merger 
to form Alectra 

– On February 1, 2017, VHI became owner of 21.49% of Alectra Utilities Inc. through a series of 
transactions that merged certain hydro holding companies.   

– The merger resulted in VHI exchanging all of its ownership in PowerStream for this ownership in Alectra, 
which will be funded by the City through its subscription for common shares in VHI for $69.5M.    

– As part of the merger, the solar assets of PowerStream were separated out under a management 
service agreement with Alectra and the former shareholders of PowerStream received solar shares in 
Alectra according to their pro-rata share of Class A common shares of PowerStream.  

– The subsequent event is described in note 17 to the City’s 2016 financial statements.  
– KPMG reviewed the disclosures in PowerStream’s 2016 financial statements and is satisfied that the 

subsequent events described above have been appropriately disclosed within the City’s 2016 financial 
statements. 

Professional standards 
require us to communicate 
to the Finance & 
Administration Committee 
Other Matters, such as, 
identified fraud or non-
compliance with laws and 
regulations, consultations 
with other accountants, 
significant matters relating 
to the City’s related 
parties, significant 
difficulties encountered 
during the audit, and 
disagreements with 
management. 
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Employee Future 
Benefits 
 

– Employee future benefits provided by the City, which will require funding in future periods, include post-
retirement non-pension benefits and WSIB.  

– The post-retirement non-pension benefits include certain health, dental and life insurance benefits for 
retired employees. WSIB benefits include benefits under the Workplace Safety and Insurance Board Act. 

– The liability of these future benefits has been determined by two separate actuarial valuations: 
– For post-retirement non-pension benefits, a full actuarial valuation was performed in 2014 for the 3 

years of 2014 to 2016.  
– For WSIB, a valuation was performed in 2014 for the 4 years of 2013 to 2016. The projected liability 

for 2016 based on the last valuation report was used to adjust the liability in the current year. 
– Post-retirement non-pension benefits: 

– We reviewed the 2014 actuarial valuation report, which remains relevant as the valuation was not 
required to be updated in the current year.  We obtained written confirmation from management’s 
experts, the actuaries, and performed an evaluation of the competence, capabilities, and objectivity 
of the actuaries, as required by professional standards when using their work as audit evidence.   

– Our procedures included an assessment of management’s estimates and assumptions used in 
determining the valuation of the liability including management’s best estimates over inflation rate, 
discount rate, benefit cost trend rates, retirement age and expected average remaining service life 
(described in note 5 to the financial statements). 

– We also obtained an update letter from the actuary confirming that there were no significant changes to 
the methods and assumptions used in the 2014 valuation report for the 2016 fiscal year. 

– We did not note any issues with management’s estimates and assumptions and we find the 
measurement and disclosures of post-retirement non-pension benefits liability to be appropriate. 

 

Contingent Liabilities – PSA Standard – PS 3300 Contingent Liabilities requires that the City recognize a liability when “…it is 
likely that a future event will confirm that a liability has been incurred at the date of the financial 
statements; and the amount can be reasonably estimated.” 

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

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

– As these items are resolved, it is possible that the final amounts recorded for these liabilities may 
change, however the amounts currently recorded represent management’s best estimates of exposure 
given the information presently available. 
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D&A
ENABLED

AUDIT 
METHODOLOGY

Data & Analytics in the audit  
Turning data into value   
KPMG continues to make significant investments in our Data & Analytics (D&A)  
capabilities to help enhance audit quality and provide actionable insight to our clients  
by unlocking the rich information that businesses hold.  When D&A is applied to the audit,  
it enables us to test complete data populations and understand the business reasons 
behind outliers and anomalies. Advancements in D&A tools allow us to analyze data  
at more granular levels, focusing on higher risk areas of the audit and developing insights  
you can then leverage to improve compliance, potentially uncover fraud, manage risk and more.  

 

KPMG is enhancing the audit 

The combination of our proven industry experience, technical know-how and 
external data allows us to focus our audit on the key business risks, while 
providing relevant insights of value to you.

  

  

– Automated testing of 100% of 
the population 

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

  

AUDIT QUALITY 

FOR THE AUDIT 

– Helping you see your business 
from a different perspective 

– How effectively is your 
organization using your 
systems? 

  

ACTIONABLE INSIGHT 

FOR YOUR BUSINESS 
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Data & Analytics in the audit (continued) 

Areas of 
focus 

D&A tools and routines   Our results Conclusions 

Journal entry 
testing 

– We used KPMG application software 
(IDEA) in the audit to evaluate the 
completeness of the journal entry 
population through a roll-forward of 
the entire general ledger (GL). 

 
 
 

 
 

– We also used IDEA to analyze 
journal entries and apply certain 
criteria to identify potential high-risk 
journal entries for further testing. 

– The GL roll consists of a 
summation of all automated and 
manual journal entries posted 
during the fiscal year and 
comparison of the calculated 
amounts to the account balances 
as at and for the year ended 
December 31, 2016 as reported 
by management. 

 
– We developed a set of high-risk 

criteria and applied the criteria to 
the entire population of journal 
entries.  A sub-population of 
journal entries was determined for 
more focused and risk-based 
testing. 
 

– The GL extraction was found 
to be complete and 
containing all automated and 
manual journal entries 
recorded during the year. 
We were able to use this 
complete extraction for our 
testing of high-risk journal 
entries. 

 

– Journal entries containing 
high-risk conditions were 
tested to verify if they were 
supported by proper 
documentation and followed 
the journal entry initiation 
and approval controls and 
process in place.  We did not 
find any exceptions in our 
testing over journal entries. 

Tangible Capital 
Assets 

We utilized IDEA to perform audit 
procedures on tangible capital assets 
(“TCA”) in the following areas: 

– We performed a recalculation of 
amortization expense for all 
amortizable assets using data 
obtained directly from the City’s 
asset management system, 
Citywide. 
 

– We analyzed the population of TCA 
disposals and cross-referenced 
against the TCA asset register to 
ensure that there were no disposed 
assets that remained in the asset 
register. 

 
 

– We replicated the formula used to 
determine individual assets’ 
amortization and recalculated an 
expected amount after verifying 
the appropriate inputs were used. 
 

– The asset register continued to list 
assets that were disposed of, 
however, they were identified with 
unique asset IDs and were all 
reported at nil cost values.  

 
 

– The results of the 
amortization expense 
recalculation did not identify 
any significant differences. 
 
 

– No issues noted. 

As previously 
communicated in our Audit 
Planning Report, we have 
utilized Data & Analytics 
(D&A) in order to enhance 
the quality and 
effectiveness of the audit.  

We have summarized 
areas of the audit where 
D&A tools and routines 
were used.  



The Corporation of the City of Vaughan Audit Findings Report for the year ended December 31, 2016 10 
 

 

Adjustments and differences  

Corrected adjustments  
Attachment II to the management’s representation letter, provided at the end of this report, includes all misstatements identified as a result 
of the audit, communicated to management and subsequently corrected in the financial statements.   

We would like to highlight the following adjustment recorded in the draft financial statements.  Amounts below are reported in thousands: 

 

 
 
 
 
 
Uncorrected differences 
We did not identify differences that remain uncorrected. 

  

(In thousands) Income effect Financial Position 
 

Accumulated 
surplus 

Description Increase 
(Decrease) 

Assets 
Increase 
(Decrease) 

Liabilities 
Increase 
(Decrease) 

Increase 
(Decrease) 
 

To eliminate a duplicate capital-related 
accrual that was recorded in both 
accounts payable and accrued liabilities. 

- (1,922) (1,922) - 

Total - (1,922) (1,922) - 

Adjustments and 
differences identified 
during the audit have been 
categorized as “Corrected 
adjustments” or 

“Uncorrected differences”. 
These include disclosure 
adjustments and 
differences. 

Professional standards 
require that we request of 
management and the audit 
committee that all 
identified differences be 
corrected. We have 
already made this request 
of management. 
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Appendix 1: Required communications  
In accordance with professional standards, there are a number of 
communications that are required during the course of our audit. These include: 

– Engagement 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. 

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

– What are your views about fraud risks in the entity?  

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

– Are you aware of or have you identified any instances of actual, 
suspected, or alleged fraud, including misconduct or unethical 
behaviour related to financial reporting or misappropriation of assets?  

If so, have the instances been appropriately addressed and how have 
they been addressed?  

– Is the entity in compliance with laws and regulations? 

– Has the entity entered into any significant unusual transactions? 
 

– Management representation letter – we will obtain from management 
certain representations at the completion of the annual audit. In accordance 
with professional standards, a copy of the representation letter is attached to 
the back of this report 

– Audit findings report – as attached 

– Annual independence – as attached 
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Appendix 2: Audit Quality and Risk Management  
KPMG maintains a system of quality control designed to reflect our drive and 
determination to deliver independent, unbiased advice and opinions, and also 
meet the requirements of Canadian professional standards.  

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

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

Independence, 
integrity, ethics 
and objectivity 

Personnel 
management 

Acceptance & 
continuance of 

clients / 
engagements 

Engagement 
performance 

standards 

Independent 
monitoring 

Other risk 
management 

quality controls 

– Other controls include: 

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

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

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

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

 

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

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

– The processes we employ to help retain and 
develop people include: 
– Assignment based on skills and experience; 

– Rotation of partners; 

– Performance evaluation; 

– Development and training; and 
– Appropriate supervision and coaching. 

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

– Existing audit relationships are reviewed 
annually and evaluated to identify instances 
where we should discontinue our professional 
association with the client. 

http://www.kpmg.com/Ca/en/services/Audit/Pages/Audit-Quality-Resources.aspx
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Appendix 3: Independence 
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. 

We have prepared the following comments to facilitate our discussion with you 
regarding independence matters arising since our last annual independence 
letter dated April 28, 2016.  

The following summarizes the professional services rendered by us to the City 
from January 1, 2016 to April 27, 2017: 

Description of professional services 

Audit of the annual financial statements of: 

– The Corporation of the City of Vaughan 

– The Corporation of the City of Vaughan Public Library Board 

– Board of Management for the Kleinberg Business Improvement Area  

– Trust Funds  

– Hydro Vaughan Corporations: 

– Vaughan Holdings Inc. 

– Hydro Vaughan Energy Corporation 

– 1446631 Ontario Inc. 

– The Corporation of the City of Vaughan Mayor’s Gala and Golf Events 

Tax: 

– Income tax compliance services for the Hydro Vaughan Corporations 

– Indirect tax advisory services for the Corporation of the City of Vaughan 

 

Other: 

– Review and approval of the City of Vaughan’s proposed revised records 
retention by-law and draft records retention schedule 

 

Professional standards require that we communicate the related safeguards that 
have been applied to eliminate identified threats to independence or to reduce 
them to an acceptable level. Although we have policies and procedures to ensure 
that we did not provide any prohibited services and to ensure that we have not 
audited our own work, we have applied the following safeguards related to the 
threats to independence listed above: 

– We instituted policies and procedures to prohibit us from making 
management decisions or assuming responsibility for such decisions 

– We obtained management’s acknowledgement of responsibility for the 

results of the work performed by us regarding non-audit services, and 
we have not made any management decisions or assumed 
responsibility for such decisions
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Appendix 4: Background and professional standards  
Internal control over financial reporting 

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

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

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

Documents containing or referring to the audited 

financial statements  

We are required by our professional standards to read only documents 
containing or referring to audited financial statements and our related auditors’ 

report that are available through to the date of our auditors’ report. The objective 

of reading these documents through to the date of our auditors’ report is to 

identify material inconsistencies, if any, between the audited financial statements 
and the other information. We also have certain responsibilities, if on reading the 
other information for the purpose of identifying material inconsistencies, we 
become aware of an apparent material misstatement of fact. 

We are also required by our professional standards when the financial 
statements are translated into another language to consider whether each 
version, available through to the date of our auditors’ report, contains the same 

information and carries the same meaning. 
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Appendix 5: Lean in AuditTM  

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

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

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

How it works 

 

 

 

 

 

 

  

• Provide basic Lean training and equip our teams with a new Lean 

mind-set to improve quality, value and productivity. 

1. Lean training

• Perform interactive workshops to conduct walkthroughs of 

selected financial processes providing end to end transparency and 

understanding of process and control quality and effectiveness. 

2. Interactive workshops 

• Quick and pragmatic insight report including your teams 

immediate quick win actions and prioritized opportunities to realize 

benefit.

3. Insight reporting
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Appendix 6: Expanded Auditor Reporting  
In response to investors demanding more than a binary pass/fail opinion from the 
auditors’ report, the new and revised auditor reporting standards have introduced 

significant changes to the traditional report we provide.  

What’s new? 
The new standards are intended to provide greater insight and transparency for 
users of financial statements.  

The most significant changes to the audit report impacting listed entities include: 

 description of key audit matters; and 

 disclosure of the name of the engagement partner.  

Other changes impacting listed and non-listed entities include moving the audit 
opinion to the first section of the report and expanding descriptions of the auditors’ 

and management’s responsibilities with respect to the audited financial statements.  

When are the new requirements effective? 
While the new standards have already been issued by the International Auditing 
and Assurance Standards Board in January 2015, they have yet to be adopted as 
Canadian Auditing Standards (CASs).  

The Auditing and Assurance Standards Board in Canada is expected to adopt the 
new standards and the timelines have yet to be confirmed.   

Key audit matters are those matters that, in our professional judgment, were of 
most significance in the audit of the financial statements of the current period.  

We will be required to include in our auditors’ report why the key audit matter is of 

most significance and what procedures we performed to address the matter. 

 

 

 

 

  

Matters communicated to those charged 

with governance 

Matters that required significant auditor 

attention in performing the audit 

Key audit matters 
(Matters of most significance) 
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Appendix 7: Current developments 
Current Developments, created by the KPMG Public Sector and Not-for-Profit Practice, summarizes regulatory and governance matters impacting charities and not-for-profit 
organizations today, or expected to impact over the next few years. We provide this information to help not-for-profit organizations understand upcoming changes and challenges 
they may face in their industry. We attach this summary to every audit plan and audit findings report that we provide to our public sector and not-for-profit clients.  Some of these 
developments may not impact your organization directly but we believe it is important for audit committee members of charities and not-for-profit organizations to understand what 
is happening in the sector.  

 

Public Sector Accounting Board:   Accounting standards update 

The Public Sector Accounting Board of Canada is responsible for setting the accounting standards that your organization is required to apply in preparing the general purpose 
financial statements.  The following new or revised accounting standards approved by the Board may have an impact on your financial statements over the next two 
years as described below.  We encourage Management to review these standards and determine whether the impact, if any, on your organization’s financial statements.  

Summary of New and Revised Accounting Standards 

Assets 

PSAB issued Section PS3210 Assets which provides a definition of assets.  Assets are defined as follows: 

 Assets embody future economic benefits that involve a capacity, singly or in combination with other assets, to provide goods and services, to provide future cash inflows, 
or to reduce cash outflows. 

 The public sector entity can control the economic resource and access to the future economic benefits. 
 The transaction or event giving rise to the public sector entity's control has already occurred. 

The standard also includes disclosure requirements related to economic resources that are not recorded as assets to provide the user with better information about the types of 
resources available to the public section entity.  This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s fiscal 2018 year-end). 

Contingent Assets 

PSAB issued Section PS3320 Contingent Assets which defines and establishes disclosure standards for contingent assets.  Contingent assets have two basis characteristics: 

 An existing condition or situation that is unresolved at the financial statement date. 
 An expected future event that will resolve the uncertainty as to whether an asset exists. 

The standard also has specific disclosure requirements for contingent assets when the occurrence of the confirming event is l ikely.  This standard is effective for fiscal periods 
beginning on or after April 1, 2017 (the City’s fiscal 2018 year-end). 
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Contractual Rights 

PSAB issued Section PS3380 Contractual Rights which defines contractual rights to future assets and revenue and establishes disclosure requirements.  Information about a 
public sector entity's contractual rights should be disclosed in notes or schedules to the financial statements and should include descriptions about their nature and extent and the 
expected timing. The standard also indicates that the exercise of professional judgment would be required when determining contractual rights that would be disclosed.  

Factors to consider include, but are not limited to: 

(a)  contractual rights to revenue that are abnormal in relation to the financial position or usual business operations; and  

(b)  contractual rights that will govern the level of certain type of revenue for a considerable period into the future. 

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s fiscal 2018 year-end). 

Related Party Transactions 

PSAB issued Section PS2200 Related Party Transactions which defines related party and provides disclosures requirements.  Related parties could be either an entity or an 
individual. Related parties exist when one party has the ability to control or has shared control over another party.  Individuals that are key management personnel or close family 
members may also be related parties.  

Disclosure is only required when the transactions or events between related parties occur at a value different from what would have been recorded if they were not related and 
the transactions could have a material financial impact on the financial statements. Material financial impact would be based on an assessment of the terms and conditions 
underlying the transaction, the financial materiality of the transaction, the relevance of the information and the need for the information to enable the users to understand the 
financial statements.  

This standard also specifies the information required to be disclosed including the type of transactions, amounts classified by financial statement category, the basis of 
measurement, and the amounts of any outstanding items, any contractual obligations and any contingent liabilities.  The standard also requires disclosure of related party 
transactions that have occurred where no amounts has been recognized. 

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s fiscal 2018 year-end).  In conjunction with the approval of this standard, PSAB approved 
the withdrawal of Section PS 4260, Disclosure of Related Party Transactions by Not-for-Profit Organizations, effective for fiscal periods beginning on or after April 1, 2018.  
Government not-for-profit organizations currently applying Section PS 4260, will therefore only be required to adopt the new standard in their fiscal period beginning on or after 
April 1, 2018. 

Inter-entity Transactions 

PSAB issued Section PS3420 Inter-entity Transactions that specifies how to account for transactions between public sector entities within the government reporting entity.  This 
standard relates to the measurement of related party transactions for both the provider and the recipient and includes a decision tree to support the standard.  Transactions are 
recorded a carrying amounts with the exception of the following: 

 Transactions in the normal course of business are recorded at exchange amount 
 Transactions with fair value consideration are recorded at exchange amount 
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 Transfer of an asset or liability at nominal or no consideration is recorded by the provider at carrying amount and the recipient has the choice of either carrying amount 
or fair value. 

 Cost allocations are reported using the exchange amount and revenues and expenses are reported on a gross basis.  
 Unallocated costs for the provision of goods or services may be recorded by the  provider at cost, fair value or another amount dictated by policy, accountability structure 

or budget practice 

This standard is effective for fiscal periods beginning on or after April 1, 2017 (the City’s fiscal 2018 year-end). In conjunction with the approval of this standard, PSAB approved 
the withdrawal of Section PS 4260, Disclosure of Related Party Transactions by Not-for-Profit Organizations, effective for fiscal periods beginning on or after April 1, 2018.  
Government not-for-profit organizations currently applying Section PS 4260 will therefore only be required to adopt the new standard in their fiscal period beginning on or after 
April 1, 2018.    

 

Cyber Security - It’s more than just Technology 

Organizations are subject to increasing amounts of legislative and public pressures to show they are managing and protecting their information appropriately. Simultaneously, the 
threats from cyber criminals and hacktivists are growing in scale and sophistication. Organizations are also increasingly vulnerable as a result of technological advances and 
changing working practices including remote access, cloud computing, mobile technology and services on demand.  The financial and reputational costs of not being prepared 
against a cyber-attack could be significant. 

Cyber Security is not solely about Information Technology; it is fundamentally an operational and governance issue.  Not-for-profit organizations should develop an operations-
wide understanding of their threats, safeguards, and responses.  Preparing this summary diagnostic will require the involvement of individuals in all areas of the organization, 
including those involved in hiring, procurement, customer relations and management. Key elements to consider include: 

 Assessing the likelihood and intensity of a cyber-attack, based on the value of your information and your public profile  

 Assessing your vulnerabilities to a cyber-attack 

 Preparing your people, processes, infrastructure and technology to resist a cyber-attack, and to minimize its impact 

 Detecting a cyber-attack and initiating your response 

 Containing and investigating the cyber-attack 

 Recovering from a cyber-attack and resuming business operations 

 Reporting on and improving security 

Not-for-profit organizations are at particular risk due to the information they maintain, including research data, member or student data, and health information. The reputational 
risk of this information not being adequately protected can often outweigh the financial consequences of a breach.  
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Not-for-profit organizations need to review their operations and consider cyber risks, then assess the organization’s cyber maturity in addressing those risks. Structured models 

for completing this exercise exist for organizations of all sizes, as no one is immune to the risk of a cyber-attack. 

KPMG in Canada, in collaboration with Imagine Canada, presented a webinar called "Cyber Security: The new threat for Not-for-Profit Organizations".   We encourage you to 
view this webinar on Imagine Canada’s website at: http://sectorsource.ca/resource/video/cyber-security-not-profit-organizations-presented-kpmg 

   

Commodity Tax Considerations 

The GST/HST is constantly evolving.  The kinds and pace of the changes affecting your organization will depend on your status and activities, and may result from new legislative 
and regulatory rules, court cases, and changes in the CRA’s administrative policies.  In addition, major organization changes, such as reorganizations, cessation of activities, 
major capital projects, new relationships (e.g., shared service arrangements), and new revenue generating activities may have significant GST/HST implications. 

The Canada Revenue Agency (CRA) continues to increase its focus on public service bodies (e.g., municipalities, universities, colleges, hospitals, schools, associations, charities, 
non-profits etc.) for purposes of conducting GST/HST audits. These audits may be undertaken by GST/HST audit teams dedicated to the public sector or by auditors attached to 
the CRA’s GST/HST Refund Integrity Unit.  Many organizations have undergone audits over the past couple of years.  Based on our work with audited organizations, we offer the 
following general observations on the impact of the CRA’s ongoing focus on the public sector: 

 The CRA has been focusing on documentation, cost sharing and buying group arrangements, grants and sponsorships, as well as the allocation of inputs between 
taxable and exempt activities for input tax credit purposes (e.g. the filing of a Section 211 election and claiming of input tax credits on the use of real property).  

 The CRA has not consistently been applying audit offsets (e.g., allowing unclaimed input tax credits or rebates) that would help minimize the impact of any assessments. 
 Proposed assessments based on sampling and alternative valuation or allocation methodologies conducted by CRA auditors should be reviewed as fair and reasonable 

alternatives may be available that could significantly reduce an GST/HST assessment. 
 The CRA is required to communicate the amount and basis for a proposed to the registrant, and should allow the registrant a reasonable amount of time to review and 

respond to the assessment (i.e., generally 30-days).  It is entirely appropriate to carefully review and question a proposed assessment.  Our experience is that proposed 
assessments can often be significantly reduced at the audit stage.  If a Notice of Assessment is issued, you will have 90 days to file a Notice of Objection with the CRA. 

 It is important that you have a plan in place for a GST/HST audit, including having a fixed point of contact for the auditor. Planning and managing the audit is as important 
as having the appropriate policies and procedures.   

 Organizations that have undergone significant changes in operations are more likely to be selected for an audit.  Many of these organizations are completing compliance 
reviews by indirect tax professionals in advance of a potential GST/HST audit to verify that the GST/HST is being appropriately handled. 

Our experience with GST/HST auditors has varied from audit to audit. However, in each case, the taxpayer has the burden of proof. The best approach is to be prepared in 
advance of receiving that audit notification from CRA. 

 

 

http://sectorsource.ca/resource/video/cyber-security-not-profit-organizations-presented-kpmg
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The Corporation of the City of Vaughan 

2141 Major Mackenzie Drive, 

Vaughan, Ontario L6A 1T1 

KPMG LLP 

Vaughan Metropolitan Centre 

100 New Park Place, Suite 1400 

Vaughan, Ontario L4K 0J3 

Canada 

June 27, 2017 

Ladies and Gentlemen: 

We are writing at your request to confirm our understanding that your audit was for the purpose of 

expressing an opinion on the consolidated financial statements (hereinafter referred to as "financial 

statements") of the Corporation of the City of Vaughan ("the Entity") as at and for the year ended 

December 31, 2016. 

We confirm that the representations we make in this letter are in accordance with the definitions as set out 

in Attachment I to this letter.  

We confirm that, to the best of our knowledge and belief, having made such inquiries as we considered 

necessary for the purpose of appropriately informing ourselves: 

GENERAL: 

1) We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated

November 28, 2016, for:

a) the preparation and fair presentation of the financial statements and believe that these financial

statements have been prepared and present fairly in accordance with the relevant financial

reporting framework

b) providing you with all relevant information, such as all financial records and related data and

complete minutes of meetings, or summaries of actions of recent meetings for which minutes

have not yet been prepared, of members of City Council and committees of City Council that

may affect the financial statements, and access to such relevant information

c) such internal control as management determined is necessary to enable the preparation of

financial statements that are free from material misstatement, whether due to fraud or error

d) ensuring that all transactions have been recorded in the accounting records and are reflected in

the financial statements. Accordingly, there are no unrecorded transactions or side agreements

(either written or oral) undisclosed to you.



e)  identifying and ensuring that the Entity complies with the laws and regulations applicable to its 

activities. 

2) The Entity has satisfactory title to all owned assets and there are no liens or encumbrances on such 

assets, nor has any asset been pledged as collateral, except as disclosed in the financial statements.  

3) We have no knowledge of any plans or intentions that may materially affect the carrying value or 

classification of assets and liabilities. 

INTERNAL CONTROL OVER FINANCIAL REPORTING: 

4) We have communicated to you all deficiencies in the design and implementation or maintenance of 

internal control over financial reporting of which management is aware.  

FRAUD & NON-COMPLIANCE WITH LAWS AND REGULATIONS: 

5) We have disclosed to you: 

a) the results of our assessment of the risk that the financial statements may be materially 

misstated as a result of fraud 

b) all information in relation to fraud or suspected fraud that we are aware of and that affects the 

Entity and involves: management, employees who have significant roles in internal control, or 

others, where the fraud could have a material effect on the financial statements 

c) all information in relation to allegations of fraud, or suspected fraud, affecting the Entity’s 

financial statements, communicated by employees, former employees, analysts, regulators, or 

others 

d) all known instances of non-compliance or suspected non-compliance with laws and 

regulations, including all aspects of contractual agreements, whose effects should be 

considered when preparing financial statements 

e) all known actual or possible litigation and claims whose effects should be considered when 

preparing the financial statements 

f) all information in relation to communications from regulatory or governmental authorities or 

others concerning non-compliance with, or deficiencies in, financial reporting practices that 

could have a material effect on the financial statements.  

COMMITMENTS & CONTINGENCIES: 

6) There are no: 

a) other liabilities that are required to be recognized and no other contingent assets or contingent 

liabilities that are required to be disclosed in the financial statements in accordance with the 

relevant financial reporting framework, including liabilities or contingent liabilities arising 

from illegal acts or possible illegal acts, or possible violations of human rights legislation. 

b) guarantees, whether written or oral, under which the Entity is contingently liable.  



SUBSEQUENT EVENTS: 

7)  All events subsequent to the date of the financial statements and for which the relevant financial 

reporting framework requires adjustment or disclosure in the financial statements have been 

adjusted or disclosed. 

RELATED PARTIES: 

8) We have disclosed to you the identity of the Entity’s related parties. 

9) We have disclosed to you all the related party relationships and transactions/balances of which we 

are aware.  

10) All related party relationships and transactions/balances have been appropriately accounted for and 

disclosed in accordance with the relevant financial reporting framework.  

11) We have no knowledge of any relationship or transaction with related parties that have not been 

properly accounted for, or adequately disclosed.  

12) We have provided you with all information concerning related party transactions and amounts 

receivable from or payable to related parties, including support for any assertion that a transaction 

with a related party was conducted on terms equivalent to those prevailing in an arm's-length 

transaction.  

ESTIMATES: 

13) Measurement methods and significant assumptions used by us in making accounting estimates, 

including those measured at fair value, are reasonable.  

14) Significant estimates, which could change materially within the near term, and all areas of 

measurement uncertainty have been properly recorded or disclosed in the financial statements.  

NON-SEC REGISTRANTS OR NON-REPORTING ISSUERS: 

15) We confirm that the Entity is not a Canadian reporting issuer (as defined under any applicable 

Canadian securities act) and is not a United States Securities and Exchange Commission (“SEC”) 

Issuer (as defined by the Sarbanes-Oxley Act of 2002). We also confirm that the financial 

statements of the Entity will not be included in the consolidated financial statements of a Canadian 

reporting issuer audited by KPMG or an SEC Issuer audited by any member of the KPMG 

organization. 

  



EXPERTS/SPECIALISTS: 

16) The information provided by us to Collins Barrow and Morneau Shepell ("the experts") and used in 

the work and findings of the experts are complete and accurate. We agree with the findings of the 

experts in evaluating employee future benefits, including WSIB, and have adequately considered 

the qualifications of the experts in determining the amounts and disclosures used in the financial 

statements and underlying accounting records. We did not give nor cause any instructions to be 

given to the experts with respect to the values or amounts derived in an attempt to bias their work, 

and we are not otherwise aware of any matters that have had an impact on the independence and 

objectivity of the experts. 

MISSTATEMENTS: 

17) We approve the corrected misstatements identified by you during the audit described in 

Attachment II. 

 

Yours very truly, 

THE CORPORATION OF THE CITY OF VAUGHAN 

 

_______________________________________                                                                                                                    

By:  Ms. Laura Mirabella-Siddall, Chief Financial Officer and City Treasurer  

 

_______________________________________                                                                                                                    

By:  Mr. Dean Ferraro, Director of Financial Services and Deputy Treasurer 

 

I have the recognized authority to take, and assert that I have taken, responsibility for the financial 

statements                                                                                                    

cc: Finance and Administration Committee  



Attachment I – Definitions 

MATERIALITY 

Certain representations in this letter are described as being limited to matters that are material. 

Misstatements, including omissions, are considered to be material if they, individually or in the aggregate, 

could reasonably be expected to influence the economic decisions of users taken on the basis of the 

financial statements. Judgments about materiality are made in light of surrounding circumstances, and are 

affected by the size or nature of a misstatement, or a combination of both.  

FRAUD & ERROR 

Fraudulent financial reporting involves intentional misstatements including omissions of amounts or 

disclosures in financial statements to deceive financial statement users.  

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false or 

misleading records or documents in order to conceal the fact that the assets are missing or have been 

pledged without proper authorization.  

An error is an unintentional misstatement in financial statements, including the omission of an amount or 

a disclosure.  

RELATED PARTIES 

In accordance with Canadian public sector accounting standards, a related party is defined as: 

 when one party has the ability to exercise, directly or indirectly, control, joint control or significant 

influence over the other. Two or more parties are related when they are subject to common control, 

joint control or common significant influence. Two not-for-profit organizations are related parties if one 

has an economic interest in the other. Related parties also include management and immediate family 

members. 

In accordance with Canadian public sector accounting standards, a related party transaction is defined as: 

 a transfer of economic resources or obligations between related parties, or the provision of services by 

one party to a related party, regardless of whether any consideration is exchanged. The parties to the 

transaction are related prior to the transaction. When the relationship arises as a result of the transaction, 

the transaction is not one between related parties. 



 

 

Attachment II  

Summary of corrected audit misstatements 

 

       Impact on financial statement captions - DR(CR) 

# 
Account 

# 
Account Name 

Description / 

Identified During 

Error 

Type 
Amount 

Income 

Effect 

DR (CR) 

Balance Sheet Effect Cash Flow Effect 

     DR (CR) Income 

effect 

Accumulated 

Surplus at 

period end 

Financial 

Assets 

Non-  

Financial 

Assets 

Financial 

Liabilities 

Operating 

Activities 

Capital 

Activities 

Financing 

Activities 

Investing 

Activities 

1 2000 
Accrued liabilities Reversal for double booked 

entry into both Accrued 
Liabilities and Accounts 

Payable. 

Factual $1,921,889  $ -  $ -  $ -  $ -   $1,921,889

  

$(1,921,889)  $ -  $ -  $ -

  

 1500 
Tangible capital assets  $ (1,730,720) $ -  $ -  $ -  $ (1,730,720) $ -  $ -  $ 1,730,720

  

$ -  $ - 

 1086 
Accounts receivable  $   (191,169)  $ -  $ -  $  (191,169) $ -  $ -  $    191,169 $ - $ -  $ - 

Total effect of corrected audit misstatements $         -  $       -  $ (191,169)  $(1,730,720) $1,921,889  $(1,730,720 ) $ 1,730,720 $ -  $ - 
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