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2009 FINANCIAL STATEMENTS AND AUDITORS' REPORT 
 

The Audit Committee recommends: 
 

1. Receipt of the communication from Kevin M. Travers, KPMG LLP 
Chartered Accountants, regarding Audit Findings Report; 
 

2. Receipt of the presentation by Warren Marshall, Director, Financial 
Services; and 
 

3.  Adoption of the recommendation contained in the following report dated 
April 28, 2010, from the Commissioner of Finance. 

 
 

1. RECOMMENDATION 
 
It is recommended that this report be received for information.   
 
 

2. PURPOSE 
 
The report is to provide Council with a summary of the financial activities of the 
Corporation for the year 2009. 
 
 

3. BACKGROUND  
 
This report is prepared in accordance with Municipal Act (“the Act”) requirements.  
Section 286.1 of the Act requires the Treasurer to report financial affairs of the 
municipality to the Council. Section 294.1 of the Act requires a municipality to prepare 
financial statements for the municipality in accordance with the generally accepted 
accounting principles.  Section 296.1 of the Act requires municipality to appoint a 
licensed auditor who is responsible for auditing the accounts and transactions of the 
municipality annually and expressing an opinion on the municipality’s financial 
statements.   
 
Municipalities must now report their tangible capital assets 
 
As discussed at the February Audit Committee meeting, commencing with the fiscal 
2009 year end financial statements, municipalities are required to present information 
about the entire stock of their tangible capital assets and amortization in their financial 
statements to demonstrate stewardship and the costs of using those assets to deliver 
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programs and provide services.  The financial statements also require the 2008 results to 
be restated as if the Region had always capitalized tangible capital assets. 

 
4.        ANALYSIS AND OPTIONS 

 
The auditors have issued an unqualified opinion on the 2009 financial 
statements 
 
The annual audit, performed by KPMG LLP, is conducted in accordance with generally 
accepted auditing standards.  The Auditors’ Report, which forms an integral part of the 
financial statements, is issued by KPMG without reservation and reflects their 
unqualified opinion that the financial statements present fairly, in all material respects, 
the financial position of the Region in accordance with generally accepted accounting 
principles. 
 
Significant changes in year end balances 
 
Financial Assets 
“Total Financial Assets” have increased by $170M.  The increase in “Cash” ($69M), 
“Investments” ($115M) and “Debt amounts recoverable from Area Municipalities” 
($22M) are partially offset by decreases in “Accounts Receivable” ($36M).  
 
The decrease in “Accounts Receivable” over 2008 ($36M) relates to a decrease in 
amounts owing on capital projects such as the King City and Duffin Creek Trunk Sewer 
project, together amounts owing on these projects was reduced by $31M.  A further 
increase in RapidCo payments from the province represented another $6.6M reduction in 
accounts receivable.  Amounts receivable for General Welfare Assistance claims from the 
province increased from $300K in 2008 to $1.9M in 2009, this represented an increase of 
$1.6M in accounts receivable. 
 
Liabilities 
“Accounts payable and other liabilities” increased approximately $55M over 2008.  This 
increase in spending over 2008 is the result of water/waste water capital projects such as 
the Duffin Creek project ($21M), and projects with the Region of Peel and City of 
Toronto ($20M).  Other increases in liabilities included accrued Go Transit Capital 
Growth funding ($9.0M), and retro-active insurance costs as the result of a 2009 
reassessment ($5M).  
 
Employee benefits obligations increased by $7M due to increases in actuarial valuations.  
Employee benefit obligations include extended health and dental coverage for early 
retirees, vested sick leave benefits, long-term disability claims, vacations payable and 
Workers’ Compensation obligations. 
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“Gross Long-term Liabilities” increased by a net $316M due to new debt issued.  
Included in the debt issued in 2009 were $280M for wastewater projects, $59M for water 
projects, $30M for roads, $30M for police, and $10M for transit and rapid transit.  
 
“Deferred Revenue-Obligatory Reserve Funds” decreased by $56.7M.  The 2009 balance 
consists of development charges of $426M and the federal gas tax rebate $15M. 
 
Net Debt 
Net Debt is the amount that Financial Liabilities exceed Financial Assets.  Net  
Debt rose in 2009 by $165.5M primarily due to the increase in the Region’s investment in 
tangible capital assets during the year. 
 
Non Financial Assets 
Non Financial Assets is a new section in the Region’s 2009 Financial Statements.  It 
includes the net book value (cost less accumulated amortization) of the Region’s tangible 
capital assets plus inventory and prepaid expenses.  The Region’s non financial assets 
increased by $410M in 2009 due to the investment in tangible capital assets during the 
year. 
 
Tangible Capital Assets 
In 2009, the Region is reporting its tangible capital assets in the audited financial 
statements as required by the Public Sector Accounting Board (PSAB) as part of the 
Region’s non financial assets.  Figures for 2008 are also shown for comparative purposes. 
 
The net book value of the Region’s capital assets reported in our 2009 financial 
statements is $3,631,543,780 (2008 - $3,220,726,723).  Net book value is the original 
cost of these assets less amortization (or estimated usage) since they were put into 
service. 
 
Accumulated Surplus 
Accumulated surplus represents the amount by which all assets exceed all liabilities.   An 
accumulated surplus indicates that the Region has net resources that can be used to 
provide future services and meet its obligations. 
 
The net book value of the Region’s assets when added to the Region’s Net Debt and 
Prepaid Expenses results in Accumulated Surplus for the Region of $2,987,855,058  
(2008 - $2,744,251,849). 
 
Reserves and Reserve Funds 
As of 2009, Reserves and Reserves Funds are no longer shown on the Statement of 
Financial Position.  They are now a part of the Accumulated Surplus total.  Reserves and 
Reserve Funds have increased by approximately $71M.  Included in the increase were 
receipts of provincial funding for Dedicated Gas Tax program ($14M) and Move Ontario 
program ($8M). 
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5. FINANCIAL IMPLICATIONS 
 
These financial statements are prepared in accordance with generally accepted accounting 
principles and reflect the sound financial management of the Region.  Transfers were 
made to various reserves, in accordance with Regional Council’s approved reserve and 
surplus management strategy. 
 
In accordance with Regional Council’s approved reserve and surplus management 
strategy, the 2009 operating surplus of $22.7M was transferred to the Capital Reserve 
Fund ($8.7M), the Insurance Reserve ($6.4M), Social Housing Reserve ($6.1M) and the 
Working Capital Reserve ($1.5M). 
 
 

6. LOCAL MUNICIPAL IMPACT 
 
There is no impact on local municipalities associated with this report. 
 
 

7. CONCLUSION 
 
The 2009 financial statements are presented in accordance with the Municipal Act.  The 
financial activities of Housing York Inc. and York Region Rapid Transit Corporation are 
consolidated with the financial activities of the Region.  The format is consistent with the 
reporting requirements of the Public Sector Accounting Board of the Canadian Institute 
of Chartered Accountants which will qualify the statements for consideration for the 
CANFR award presented by the Government Finance Officers Association. 
 
For more information on this report, please contact Jim Kelly, Manager, Corporate 
Accounting Services at Ext. 1683. 
 
 
The Senior Management Group has reviewed this report. 
 

(The attachment referred to in this clause was included in the agenda for the June 10, 2010 
Committee meeting.) 
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This Audit Findings Report (the "Report") for the year ended December 31, 2009 and provides an overview 
of the results of our audit. 

This Report is confidential and intended solely for the use of the audit committee in carrying out and 
discharging its responsibilities, and should not be used for any other purposes. No responsibility for loss or 
damages, if any, to any third party is accepted as this Report has not been prepared for, and is not intended 
for, any other purposes. 

This Report is a by-product of the audit and is therefore a derivative communication and should not be 
distributed to others outside the Region without our prior written consent. 

KPMG LLP, Chartered Accountants, Licensed Public Accountants
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Topics for discussion 

Auditors initiating discussion with the Audit Committee 
We have issued this Report to assist you in your review of the Region's financial statements. 

The matters that we raise within this Report arise from the audit and are matters that we believe 
need to be brought to your attention. 

We propose to highlight the following topics at the upcoming audit committee meeting. We 
welcome your questions and look forward to discussing our findings with you at this meeting. 

 

Topic Audit committee action 

Audit status  Review and discuss 

Significant matters  Review and discuss 

Misstatements Review and discuss 
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Audit Status  

Audit Status: Complete 
 We have completed our audit of the Region's financial statements in accordance with 

professional standards. 

 We expect to be in a position to release our audit report dated April 1, 2010, subject to: 

 completing our discussions with the Audit Committee 

 receiving the signed representation letter 

 obtaining the Committee’s approval of the financial statements. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 3 

Significant Matters  

Accounting policy changes 

Tangible capital assets  
 As discussed in our audit planning report, the Region adopted the new Public Sector 

Accounting Standards Board (“PSAB”) section 3150 Tangible Capital Assets, which requires 
the Region to capitalize their tangible capital assets and amortize the assets over their 
estimated useful life.   

 As a result of adopting this new standard as of January 1, 2009 on a retrospective basis, a 
restatement of the 2008 results was required. This is described in note 2 to financial 
statements. 

 In addition, a breakdown of the cost and accumulated amortization by major category for 
2008 and 2009 are provided in note 16 to the consolidated financial statements.  

 As at December 31, 2009, the Region has recorded tangible capital assets with a net book 
value of approximately $3.6 billion.  

 The Region also adopted PSAB section 1200, Financial Statement Presentation, which 
requires financial statements to contain a Statement of Financial Position, a Statement of 
Operations, a Statement of Changes in Net Financial Assets, and a Statement of Cash Flows. 
The standard establishes general reporting principles and standards for the disclosure of 
information within government financial statements.   

Actions taken by Management 

 As at December 31, 2007, the Region obtained / developed a complete listing of all Land, 
Building, Linear, Vehicle and Furniture inventories. Work was completed on establishing 
policies relating to tangible capital asset reporting, including asset classifications, 
capitalization thresholds, useful lives and amortization methods. These amounts have been 
“rolled forward” to December 31, 2009, by recording additions, disposals and amortization. 

 Tangible capital assets are required to be recorded at historic cost which includes all amounts 
that are directly attributable to acquisition, construction, development or betterment of the 
asset. Where historic cost was not available, the Region developed estimation techniques to 
determine cost.   

Effect on the Audit 
 We reviewed the process surrounding application of direct overhead costs to qualifying 

capital projects.   

 We performed testing on significant additions/disposal to supporting documentation and 
recalculated amortization expense. 

 We worked with management to ensure that the fiscal 2009 financial statements comply with 
the requirements of PS1200. 
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Significant Matters (continued) 

 

Contingent liabilities  
 The Canadian Institute of Chartered Accountants Handbook PS3300 Contingent 

Liabilities requires that the Region 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 Region 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.  

Effects on the audit 
 KPMG has reviewed the Region’s assessments of contingent liabilities and the 

process employed to develop and record the related estimated liabilities.  Where 
applicable, KPMG met 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. 

  



 

 5 

Other matters  

Implementation of Tax Harmonization 
- In its 2009 budget, the Ontario Government introduced a plan to harmonize the Provincial 

Sales Tax (“PST”) with the Federal Goods and Services Tax (“GST”).    

- The stated intention of the Harmonized Sales Tax (“HST”) was that it will be cost neutral.   

- The 13% HST will essentially apply to all purchases that are currently subject to GST.   

-  Municipalities currently enjoy a 100% GST rebate. The proposed rebate for 
the Provincial component of the HST will be 78% (i.e.78% of the 8% of the 
13%). The existing 100% GST rebate will continue to apply to the Federal 
component.    
 

- The rebate structure coupled with taxes will require change to purchasing practice and tax 
coding in the general ledger.   

- A major benefit to the Region will be the ability to claim a rebate for the provincial 
component of the HST on TCA.  Generally, these had been subject to the 8% PST 
without the ability to claim exemption or rebate.   
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Other matters 

Matters pertaining to the financial statement audit 
Matters communicated Comments 

Significant unusual 
transactions 

Other than as discussed previously in this document, we did not identify, in 
the course of our financial statement audit, any significant unusual 
transactions. 

Accounting policies, 
judgments and estimates 

Management describes their critical accounting policies and key estimates 
that are subject to uncertainty in the notes to the financial statements.   

We identified, in the course of our financial statement audit, no material 
changes in selection or application of accounting policies, other than as 
previously described. 

Related party transactions We did not identify, in the course of our financial statement audit, any related 
party transactions outside the normal course of business that involve 
significant judgments made by management concerning measurement and 
disclosure. 

Material weaknesses in 
internal control over 
financial reporting 

We did not identify, in the course of our financial statement audit, any 
material weaknesses in the design, implementation or operating effectiveness 
of internal control over financial reporting, including anti-fraud controls.  

Our audit has not been designed to determine the adequacy of internal control 
over financial reporting for management purposes.  

Illegal and fraudulent 
activities 

We did not identify, during our financial statement audit, any illegal acts or 
possibly illegal acts or any: 

• matters that pose questions regarding the honesty and 
integrity of management 

• fraud or suspected fraud involving management 

• fraud or suspected fraud involving employees who have 
significant roles in internal control over financial reporting 

• fraud or suspected fraud (whether caused by management or 
other employees) that results, or may result, in a non-trivial 
misstatement of the financial statements 

• matters that may cause future financial statements to be 
materially misstated 

Auditors’ independence Our independence letter dated April 1, 2010, in the Appendix, indicates that 
we have not performed any professional services for the entity or identified 
any relationships that, in our professional judgment, may reasonably be 
thought to bear on our independence.   

We have, since the date of this letter, provided no additional professional 
services nor identified other relationships that, in our professional judgment, 
may reasonably be thought to bear on our independence. Accordingly, we 
confirm that, since the date of this letter, we remain independent. 
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Matters communicated Comments 

Dealings with 
Management 

We received the full cooperation of Management and employees of the 
Region and, to our knowledge, had complete access to the accounting 
records and other documents that we needed in order to carry out our 
audit. 

We had no disagreements with Management, and we have resolved all 
auditing, accounting and presentation issues to our satisfaction. 

Consultation with other 
Accountants 

We are not aware of any consultations by Management with other 
accountants regarding accounting or auditing matters. 

Major issues discussed 
with Management that 
influence our audit 
appointment 

We did not engage in discussion with Management about any major 
issues in connection with our appointment as auditors. 
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Other matters (continued) 

Designated public documents 
As at the date of this Report, we were unable to perform the procedures required by professional 
standards since the designated public documents were not yet available. We will perform such 
procedures when Management finalizes such documents and we will formally notify the Audit 
Committee if we are unable to satisfactorily resolve any matters.  

Definition 

Designated public documents include: 

 annual financial report 

Professional standards 

Professional standards require auditors to: 

 determine whether the financial statements and the audit report have been accurately 
reproduced 

 read the designated public document and assess whether any of the information 
appears to be inconsistent with the financial statements or the auditor's knowledge 
obtained in the course of the audit 

 compare the financial statements and our audit report ultimately posted on the 
Region’s Website to the original 

 discuss with Management any information that appears to be inconsistent or a 
material misstatement of fact or a misrepresentation that auditors may become aware 
of upon reading the designated public document 

 report any unresolved matters to the audit committee. 

Professional standards do not require auditors to perform any other procedures. 
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Misstatements 

Misstatements 
 Management is responsible for the financial statements and, accordingly, evaluates 

uncorrected misstatements to determine whether individually, and in the aggregate, these 
misstatements, in their judgement, are material to the financial statements. 

 Management has represented to us that the uncorrected misstatements, individually and in the 
aggregate, are, in their judgement, not material to the financial statements. 

Audit Differences 
 There was only one corrected audit difference and that pertained to a reclassification of an 

accounts payable to cash for $3,384,000.  



Misstatements (continued) 
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Summary of uncorrected audit differences 

Statement of Financial Position  
effect, if corrected1 

Statement of 
Operations 

effect, if 
corrected1 

Description 
Assets 

$'000 
Liabilities 

$'000 
Equity 

$'000 

Income 
Statement 

Method 
$'000 

 

To record amounts owing to Housing 
York Inc. regarding SHRP grant.  

 

1,039 

(1,039) 

 
  

Total      
 

 

1 Dr (Cr)

                                                      
1  Debit (Credit) 
KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss cooperative. 

© 2007 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss 

cooperative. All rights reserved. 
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Appendices 

Appendix 1 – Independence letter 
 

PRIVATE & CONFIDENTIAL 

Members of the Audit Committee       
Region of York 
 
April 1, 2010 

Dear Members of the Audit Committee: 

We have been engaged to express an opinion on the consolidated financial statements of the Region 
of York (the "Region") as at and for the year ended December 31, 2009. 

Professional standards require that we communicate at least annually with you regarding all 
relationships between the Region (and its related entities) and us that, in our professional judgment, 
may reasonably be thought to bear on our independence.  

A related entity is defined as: 

(a) in the case of a client that is a reporting issuer, an entity that has control over a client, or over 
which the client has control, or that is under common control with a client, including the client's 
parent company and any subsidiaries. 

(b) in the case of a client that is not a reporting issuer, an entity over which the client has control, 
or that has control over the client provided the client is material to such entity, and an entity that 
is under common control with the client provided such entity and the client are both material to 
the controlling entity. 

(c) an entity over which a client has significant influence, unless the entity is not material to the 
client. 

(d) an entity that has significant influence over a client, unless the client is not material to the 
entity. 

In determining which relationships to report, these standards require us to consider relevant rules 
and related interpretations prescribed by the Institute of Chartered Accountants of Ontario and 
applicable legislation, covering such matters as: 

a) provision of services in addition to the audit engagement 

b) other relationships such as: 

 holding a financial interest, either directly or indirectly, in a client 
 holding a position, either directly or indirectly, that gives the right or responsibility to exert 
significant influence over the financial or accounting policies of a client 
 personal or business relationships of immediate family, close relatives, partners or retired 
partners, either directly or indirectly, with a client 
 economic dependence on a client. 
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We have been primarily involved in the audit of the financial statements of the Region of York, and 
York Housing, but have also provided advisory services relative to fairness monitoring of 
procurement awards, and also conducted review of the accounts receivable management process. 

OTHER RELATIONSHIPS 

We are not aware of any relationships between the Region (and its related entities) and us that, in 
our professional judgment, may reasonably be thought to bear on our independence that has 
occurred from January 1, 2009 to April 1, 2010. 

CONFIRMATION OF INDEPENDENCE 

Professional standards require that we confirm our independence to you in the context of the Rules 
of Professional Conduct of the Institute of Chartered Accountants of Ontario. 

Accordingly, we hereby confirm that, we are independent with respect to the Region (and its related 
entities) within the meaning of the Rules of Professional Conduct of the Institute of Chartered 
Accountants of Ontario as of April 1, 2010. 

OTHER MATTERS 

This letter is confidential and intended solely for use by those with oversight responsibility for the 
financial reporting process in carrying out and discharging its responsibilities and should not be used 
for any other purposes.  No responsibility for loss or damages, if any, to any third party is accepted 
as this letter has not been prepared for, and is not intended for, any other purpose.  This letter 
should not be distributed to others outside the entity without our prior written consent. 

We look forward to discussing with you the matters addressed in this letter as well as other matters 
that may be of interest to you. We will be prepared to answer any questions you may have regarding 
our independence as well as other matters. 

Yours very truly, 

 
Chartered Accountants, Licensed Public Accountants 
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Appendix 2 – Management letter on Business Process Recommendations 

 
PRIVATE & CONFIDENTIAL 

 

Mr. Bruce Macgregor 
Chief Administrative Officer 
Regional Municipality of York   
17250 Yonge Street 
Newmarket, ON, L3Y 6Z1 
 

April 1, 2010 

 

Dear Mr. Macgregor: 

We have audited the consolidated financial statements of The Region of York ("the Region"), as of 
and for the year ended December 31, 2009 and intend to issue our audit report thereon dated April 1, 
2010.  In planning and performing our audit of the Region's consolidated financial statements, we 
considered the Region's internal control over financial reporting in order to determine the nature, 
extent and timing of our auditing procedures for the purpose of expressing our opinion on the 
consolidated financial statements.  A financial statement audit does not include examining the 
effectiveness of internal control and does not provide assurance on internal control. 

The maintenance of adequate controls designed to fulfill control objectives is the responsibility of 
management. Because of inherent limitations in internal control, errors or fraud may nevertheless 
occur and not be detected.  Also, controls found to be functioning at a point in time, may later be 
found deficient because of the performance of those responsible for applying them, and there can be 
no assurance that controls currently in existence will prove to be adequate in the future as changes 
take place in the organization. 

Our consideration of internal control over financial reporting in our audit of the financial statements 
would not necessarily disclose all internal control matters that might be weaknesses under assurance 
standards established by the Canadian Institute of Chartered Accountants. A weakness in internal 
control is a deficiency in the design or effective operation of internal control.  A weakness in 
internal control is significant if the deficiency is such that a material misstatement is not likely to be 
prevented or detected in the financial statements being audited. During our audit of the financial 
statements upon which we reported on April 1, 2010, we noted certain matters involving the design 
or operating effectiveness of internal control over financial reporting that we are bringing to your 
attention and to offer our comments and recommendations. 

We believe that our comments, as presented in Appendix A, are, by their nature, business process 
observations which warrant the attention of management. 

These business process observations were considered in determining the nature, extent and timing of 
the audit tests applied in our audit of the financial statements as at and for the year ended  
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December 31, 2009, and this letter does not affect our audit report on these financial statements 
dated April 1, 2010.  We have not considered internal control over financial reporting since the date 
of our audit report. 

All the matters identified in Appendix A have been discussed with the appropriate members of 
management. 

This letter is a by-product of the financial statement audit and is therefore a derivative 
communication.  This letter has been prepared solely for the use of management in discharging 
their responsibilities with respect to the financial statements and is not intended for any other 
purposes.  This letter should not be distributed to others outside the entity without our prior written 
consent.  We disclaim any liability to any third party who may rely upon this letter. 

Very truly yours, 
 
 
 

 
KPMG LLP 
Per Kevin M. Travers, CA 
Associate Partner 

 

cc:  Mr. Lloyd Russell, Commissioner of Finance and Regional Treasurer
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 Appendix A 

 

1.  Tangible Capital Assets 

Observation: 
It was noted that the Region of York does not have a formal policy in place to determine when 
assets should be transferred from the work in process account to the applicable tangible capital 
asset account. 

Implication: 
While the error noted did not lead to a material misstatement of the financial statements, the 
timing of amortization could be affected.  This could become material at a later date. 

Recommendation: 
We recommend that a formal policy be adopted and a formal process be implemented to ensure 
work in process that is completed and ready for use is transferred to the applicable tangible 
appropriate tangible capital account appropriately 

Management response: 
The Region’s draft Tangible Capital Assets Policy includes a section on when assets are to be 
transferred from work in progress (WIP) to the capital asset account.  This draft policy is posted 
on the Region’s intranet and all operating department personnel are expected to comply with this 
policy. 

 

2.  Tangible Capital Assets 

Observation: 
During our testing of the Region’s restatement relative to tangible capital assets, we noted that the 
Region has not implemented a formal process related to the impairment or write down of assets.  
Given that this was the first year of reporting, the Region went through an extensive exercise to 
determine what the value should be as at December 31, 2009 and 2008 respectively.  On a go 
forward basis, the Region should be implement a formal process between operations and finance 
that will ensure that finance is made aware of any write-downs or write-offs as they arise or on a 
timely basis.   

Implication: 
If the situation is not monitored formally, then there could be tangible capital assets that in fact are 
impaired that are not recorded as such. Also, tangible capital assets that are no longer in use may 
not be removed from the accounts. 

Recommendation: 
We recommend that management implement a formal process on a quarterly basis to ensure write-
downs and write-offs are appropriately captured 
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Management response: 
The procedure for writing down or writing off tangible capital assets on a quarterly basis is 
included in the Region’s draft Tangible Capital Asset Policy.  This draft policy is posted on the 
Region’s intranet and all operating department personnel are expected to comply with this policy.   

 

3.  Reconciliation of Interdepartmental Accounts 

Observation: 
During our testing of the Region’s interdepartmental accounts, we observed that there were some 
instances where certain interdepartmental accounts were not reconciled.  This was not material 
for Region of York on a consolidated basis, but for the entities that are within the Region, it can 
be material for those entities on a stand alone basis.   

Implication: 
While the error noted did not lead to a material misstatement of the financial statements, this item  
could become material at a later date. 

Recommendation: 
We recommend that management implement a formal process on a quarterly basis to ensure all 
intercompany accounts are reconciled on a regular basis. 

Management response: 
The Region’s intercompany accounts are reconciled on a monthly basis and we will ensure that 
this procedure continues. 
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Appendix 3 - Glossary 

Audit differences are proposed adjustments of misstatements in the financial statements that, in 
the auditor’s professional judgement, may have not been detected except through the audit 
procedures performed.  Any misstatement identified by Management during the audit and 
subsequently corrected is not considered an audit different. 

Income Statement Method (Rollover Method) is a method of quantifying misstatements. This 
method considers the impact of misstatements primarily from the income statement perspective. 
Misstatements are quantified as the amount by which the income statement is misstated. This 
method considers the reversing or correcting effect of prior year misstatements but ignores the 
accumulation of immaterial misstatements in the balance sheet over multiple periods. 

Material weakness is a control deficiency, or combination of control deficiencies, that results in 
more than a remote likelihood that a material misstatement of the annual financial statements will 
not be prevented or detected. 

Misstatements generally consist of differences between the amount, classification, or 
presentation of a reported financial statement element, account, or item and the amount, 
classification, or presentation that would have been reported under the financial reporting 
framework. 
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Appendix 4 – KPMG's Audit Committee resources 

General 
 Audit Committee Update, Issue 2009-01, Audit Committee Institute 

http://www.kpmg.ca/auditcommittee/update.html 

 Audit Committee Roundtables held each spring and fall, Audit Committee Institute 
http://www.kpmg.ca/auditcommittee/roundtables.html 

 Shaping the Canadian Audit Committee Agenda (2006 edition), Audit Committee 
Institute http://www.kpmg.ca/auditcommittee/shaping.html 

 Accountability e-Lert – periodic electronic newsletter. Subscribe at 
www.kpmg.ca/accountability 

 Audit Committee Institute Web site – www.kpmg.ca/auditcommittee 

 

IFRS Related 
 IFRS Transition: Questions Audit Committees Should Be Asking, Audit Committee 

Institute (06/2008) 

 IFRS compared to Canadian GAAP, KPMG (11/2007) 

 Managing the Transition to IFRS: Clearing the Path to 2011, KPMG (04/2008) 

 The Transition to IFRS: The Past Need Not Be the Future, Audit Committee Institute 
(12/2007) 

 The Transition to IFRS: Implications for the Audit Committee, Audit Committee 
Institute (05/2007) 

 Managing the Transition to IFRS: The Journey to 2011, KPMG (05/2007) 

 Managing the Transition to IFRS: Special Considerations for SEC registrants, 
KPMG (09/2007) 

 KPMG IFRS Web site – www.kpmg.ca/ifrs 
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Agenda

Key changes to financial statements
2009 Financial Statement results
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New Reporting Requirements

Changes effective for 2009 financial statements:
Reporting tangible capital assets on Balance Sheet
Amortization of assets 
Not included on Statement of Operations:

Transfers to/from reserves 
Debt principal repayment 

Two new statements: Statement of Change in Net 
Debt, Statement of Cash Flow
Two statements eliminated: Statement of Reserves 
and Reserve Funds, Statement of Capital Fund 
Operations
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Statement of Financial Position
OLD

Assets:
Financial Assets xxxx

Liabilities: xxxx
Net Debt xxxx
Other Assets:

Prepaid Expenses, Inventory xxxx

Total Net Debt xxxx
Municipal Position:
Capital Fund
Reserves & Reserve funds

Total Fund Balances xxxx
Amounts to be recovered xxxx

Total Municipal Position xxxx

NEW
Assets:

Financial Assets xxxx
Liabilities: xxxx
Net Debt xxxx
Other Assets:

Prepaid Expenses, Inventory xxxx

Tangible Capital Assets xxxx

Accumulated Surplus xxxx
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Statement of Operations

OLD
Revenues: xxxx
Expenditures:

Current
Capital

Total Expenditures xxxx
Increase in Net Debt xxxx
Change in 
Non-Financial Assets xxxx

Change in Amounts
to be Recovered xxxx

Change in Fund Balances xxxx

NEW
Revenues xxxx
Expenses:

Operations
Amortization

Total Expenses xxxx

Annual Surplus xxxx

Accumulated Surplus, 
beginning of year xxxx
Accumulated Surplus, 
end of year xxxx
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Net Debt

Difference between financial assets 
and liabilities
Indication of future revenues required 
to pay for past transactions
Net debt increased $165.5M
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Accumulated Surplus

Amount that all assets exceed liabilities
Includes financial and non-financial 
assets
Indication of ability to provide future 
services
2009 surplus of $2.99 billion (increase 
of $243 million)

Investment in capital assets
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Tangible Capital Assets

Net book value $3.6 billion (historical cost less 
amortization)

Gross Cost $4.9 billion
Accumulated amortization $1.3 billion

Net book value by category (in billions):
Land $0.3
Land Improvements 0.1
Buildings 0.7
Equipment and Machinery 0.1
Vehicles 0.1
Road Infrastructure 0.6
Water & Sewer Infrastructure 0.9
Assets Under Construction 0.8

$3.6
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