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Audit Plan for the Year Ending December 31, 2018

Date: November 19, 2018

To: Toronto Public Library Board

From: City Librarian
SUMMARY

The attached report from PricewaterhouseCoopers, the external auditors, summarizes the
planning for their audit of the 2018 financial statements for the Toronto Public Library
Board.

FINANCIAL IMPACT

The proposed audit fee of $25,000, inclusive of expenses and exclusive of Harmonized
Sales Tax (2017 — $25,000) is included in the 2018 operating budget. It is important to
note that the audit fee does not include extra audit work that may be required due to
scope changes, and PricewaterhouseCoopers will advise management as soon as possible
if this were to happen.

This is the fourth year of a five-year audit contract that the City has negotiated. The fee
will remain unchanged for the duration of the contract.

ISSUE BACKGROUND

Under Section 139 of the City of Toronto Act, 2006, the City is required to appoint an
auditor licensed under the Public Accounting Act, 2004, who is responsible for annually
auditing the accounts and transactions of the City and its local boards, and expressing an
opinion on the financial statements of these entities based on the audit.

Council, at its March 2015 meeting, approved the recommendation of the Audit
Committee to appoint PricewaterhouseCoopers as the external auditor for the City and
Library. The contract with PricewaterhouseCoopers is for five years, ending with the
audit of the December 31, 2019 financial statements.

As part of the annual audit, PricewaterhouseCoopers provides an Audit Plan report to the

Toronto Public Library Board. The auditors will conduct their audit of the 2018 financial
statements pursuant to this plan.
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COMMENTS

Attached is PricewaterhouseCoopers’ Audit Plan for the Library, which summarizes their
view on audit risks, the nature, extent and timing of the audit work and the terms of
engagement.

On completion of the audit, PricewaterhouseCoopers will issue the Audited Financial
Statements and a Year-End Report to the Board that will provide: key matters for
discussion; significant audit, accounting and financial reporting matters; summary of
unadjusted and adjusted items; other required communications; internal control
recommendations; and a confirmation of auditor independence.

As noted on page 4 and Appendix A of the attachment, enhanced Canadian auditor’s
reporting standards will be effective for the 2018 year-end audit. Changes to the
auditor’s report include: a different format, audit opinion will be presented first;
enhanced descriptions for responsibilities of the auditor, management and those charged
with governance; and enhanced requirements relating to going concern.

Work on the interim audit was completed in November 2018, and the year-end audit is
expected to be completed by April 2019.
CONTACT

Larry Hughsam; Director, Finance & Treasurer; Tel: 416-397-5946;
Email: Ihughsam@torontopubliclibrary.ca

SIGNATURE

Vickery Bowles
City Librarian

ATTACHMENTS

Attachment 1. Toronto Public Library Board — Audit Plan for the year ending
December 31, 2018

Audit Plan for the Year Ending December 31, 2018 2


mailto:lhughsam@torontopubliclibrary.ca

Attachment 1

WWW.pwe.com/ca

Toronto Public Library
Board

I Audit plan for the year
ending
December 31, 2018

i
pwec



November 5, 2018

The Board Members
Toronto Public Library Board

Dear Members of the Board:

We are pleased to present an overview of our audit plan for the 2018 audit of the financial statements
of Toronto Public Library Board (the Library) prepared in accordance with Canadian public sector
accounting standards (PSAS) (referred to as the “financial statements™ from now on),

This overview includes our view on audit risks; the nature, extent and timing of our audit work; as well
as our proposed fees and the terms of our engagement. We remain committed to ongoing dialogue with
you, enabling us to deliver the highest level of service and audit guality, as well as provide an
independent point of view,

We value your feedback and if you have any questions about the identified risks and our audit
approach, please do not hesitate to contact the undersigned at 416 228 1g922.

Yours very truly,

%W@M LLP

Terri McKinnen
Partner
Assurance

¢.c.: Mr. Larry Hughsam, Director, Finance and Treasurer

PricewaterhouseCoopers LLP
Pw( Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada MsJS 0Bz
T: 416 863 1133, F: 416 365 8215, wuaw.pwe.com/ca

“PwC" refars lo PricewaternouseCoopers LLP, an Ontario limiled liabity partnership.
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Communications to the Board

Key matters for discussion

Comments

Client service team

Terri McKinnon is your engagement leader and Julianne Cooke is your
engagement manager.

Service deliverables

We will audit the company’s financial statements as of December 31, 2018 and
for the year then ending prepared in accordance with PSAS.

Our engagement letter, which has been signed by the City of Toronto sets out
the terms and conditions for the audit and outlines the responsibilities of the
auditors, management and those charged with gavernance.

As the auditor, we are responsible for forming and expressing an opinion on
the financial statements that have been prepared by management with the
oversight of those charged with governance. The audit of the financial
statements does not relieve management or those charged with governance of
their responsibilities.

Audit timeline We worked with management to develop this project timeline:
s Interim visit: October 29 - November 2, 2018.
e Year-end visit: March 18 - 29, 2010.
« Clearance meeting with management: To be confirmed.
s Year-end Board meeting: To be confirmed.
s Delivery of audited financial statements: To be confirmed.
Audit approach Our audit approach is a mixture of tests of internal controls and substantive

testing.

Significant risks are risks of material misstatement that we think need special
audit consideration. We identified significant audit risks and plan to address
them as follows. Please let us know if you agree that these are the most
significant risks from your point of view and if you have any other areas of
concern.
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Key malters Jor discussion

Commenis

Significanl risks lo discuss

Management's response and our audit approach

Fraud risk — management
override of controls

There is an inherent risk of fraud in all entities as a result of potential senior
management override of controls over financial reporting. This is a required
significant risk under auditing standards.

Management's response

o Communication of code of conduct and strong tone at the top.

« Approval of all manual journal entries,

Our audit approach

» Understand management's assessment of the risk and the overall control
environment in place. This includes understanding the tone of the
business and controls in place.

» Obtain a list of journal entries and confirm its completenass. A selection
of journal entries will be tested, focusing on riskier journals and periods.

o Perform unpredictable testing of certain balances; for example, those that
are immaterial or would not normally be included in our testing.

s TFocus detailed audit work on areas where fraud could be committed and
where there is less segregation of duties.

Fraud risk in revenue
recognition

Auditing standards assume a rebuttable presumption that there is a
significant risk of fraud in revenue recognition in all businesses.

Management’s response
s Strong tone at the top.
» Controls over revenue recognition.

s Reconciliations between the system and general ledger.

Our audit approach

» Understand the potential risks of fraud and error related to revenue
recognition.

s Understand and evaluate the internal controls over revenue recognition.

+ Obtain confirmation from the City of Toronto for subsidies received
during the year.

» Perform testing of other significant revenue streams through a sample of
transactions to supporting documents.

» Perform testing of journal entries related to revenue recognition.
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Key malters for discussion

Conunents

Materiality

Misstatements are considered to be material if they could reasonably be
expected to influence the economic decisions of users of the financial
statements.

We have set a preliminary materiality of $6.6 million and we’ll report
unadjusted and adjusted items over $660,000 to the Board on completion of
the audit.

Fraud risk

We discuss fraud risk annually with the Beard. Through our planning process
{and prior years' audits), we developed an understanding of your oversight
processes including:

¢ code of conduct;

o discussion at Board meetings and our attendance at those meetings, or
reviewing minutes of meetings;

« presentations by management, including business performance reviews;
and

o consideration of tone at the top.

Are there any new processes or changes to the items above that we should be
aware of?

We are not aware of any fraud. Are you aware of instances of any actual,
suspected or alleged fraud affecting the Board?

Independence

As auditors, we are required to comply with the fundamental principles of
objectivity, integrity, audit quality and professional behaviour, including
independence. Our global independence systems continue to provide
real-time identification of independence issues.

Enhanced anditor reporting
standards effective for years
ending on or after
December 15, 2018

Revised Canadian auditor’s reporting standards will be effective for the 2018
year-end audit, and will include the following changes:

s different format, opinion will be presented first;

« enhanced descriptions for responsibilities of the auditor, management
and those charged with governance;

+ new requirements and reporting related to other information; and

« enhanced requirements relating to going concern.

An illustrative auditor’s report is included in Appendix A.

2018 audit fees

The audit fee for 2018 is $25,000. We'll advise management if we incur more
costs due to changes in the level of audit effort or scope changes.

The matters raised in this and other reports that will flew from the audit are only those that have come to our attention arising from or relevant to
our audit that we believe need to be broughi to your allention. They are not a comprehensive record of all the matters arising and, in particular,
we cannot be held responsible for reporting all risks in your business or all internal control weaknesses. Comments and conclusions should only

be taken in the context of the financial statements as a whole, as we do not mean to express an opinion on any individual ilem or accounting

estimate. This report has been prepared solely for your use. It was not prepared for, and is not intended for, any other purpose. No other person
or entity shall place any reliance upon the accuracy or completeness of stalements made herein. PwC does not assurme responsibility to any
third party, and, in no event, shall PwC have any liability for damages, costs or losses suffered by reason of any reliance upon the contents of
this report by any person or entity other than you,
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Appendix A:; Illustrative auditor’s report
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 How our audit addressed the Key nu
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Recagmtion of dejerred tav assets and wneertain tax
psttions

Ihe Company has recognized deferred tax assels inlhe  we evaluated management's assessment as to whether

awount of 5400 million on the balance sheet, there wiil be sulficient taxable profits in future periods
to supporl the recognition of deferred Tax assels by
We focused an e recognition of deferred tax assels comparing managements forecasts of future profils 1o
Beeaise the recognition of these assets involves historical results, and evaluating Lhe assumptions
judgment by manageinent as 1o the likelihood of wsed in those foreeasts,
realization of the deferred tax assets, which is hased on
a number of factors including whether there will be We discussed with management the known uneertain
sullicient taxable profits in futnee periods. tax positions and read communicalions from taxation
authorities lo denbify uneerlain lax posilions. We
The Company has recognized provisions azains considered the status ol current and recent tax andits,
uneerain [ax positions. We foensed on this area judgmental positions laken in tax returns, and
because e assessmend and estimate of provisions for  developments in the tax environment. We assessed
uncertain lax Imsiﬁnns inmvolves gig“iﬁpnnl j||(lg“ll‘ll|, Lhe illll'(]llill'_\r' I)flllﬂllil}.’,t‘llltflll 5 '\l) assumptlions and
method s to Fevogniie provisions for ueeertain lax
Refer to Nole 10 of the consolidaled financial pogtituns,
stalernents,
e informolun e

Management is responsible for the other information. The other information comprises
Managewent’s Diseussion and Analysis which we olaiieed prior to the date of s auditor's repori,
and the informalion, other thau the consolidated financial statciwents and our auditor’s reporl
thereon, included in the Company’s anmeal report which is expected to be made available 1o us afler
the date of this auditor's report.

Our opinion on the consolidated Mnaneial sialeipents does not cover the olher information and we do net and
will not express an opinion or any form of assurance conclusion thereon,

i connection wath our audit of the consolidated finaneial statements, our responsibility is to read Uhe other
information identified above and, in doing so, consider whether the other informalion is maledally inconsisten|
with the consolidated financial statemenls or our knowledge obtained in the audit, or otherwise appears 1o he
nuaberially misstated.

IT, Based on Hhe work we have perforined on the other information that we obtained prior to the date of this
audilor s report, we conelude that there is a maderial misstatement of this other information, we are required o
report that faet, We have nothing o reportin this regard.

When we read Hhe inlormation, other than Hwe consalidated inaneial statements and our aiditor's f

report thereon, included in the Campany's annual reporl, if we conclude thal lhere is a malerial 1
N r N . | J B —

isstatement therein, wie arve regquired lo communicate the madter to these eharged will gm'urn.-nu-uj (g
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Independent auditor’s report
Tey the shareholders of Dustrative Company
Report on the audit of the consolidated financial statements

O opingon
Uit our epinion, e accompanying consolidated finimeial statements present iy, inoall natesial

respeets, The financial posilion of THustralive Company and its subsidiaries (the Company) as al Opmmn section’
Devember 3, 2007 amd 2016, aned i1s financial performance and its vash Qows foe te vears then “0;&2151

ended in aceardance with lslernational Financial Reporling Standards (IFRS).

What we have audiled

The Company’s consolidated financial stalements comprise:

o the eonsolidated statements ol financial position as at December 4, 2017 and 2016,

+  the consolidaled statements of comprehensive income for tie years then ended;

e Lhe consolidated statements of changes i eguity for the vears then ended;

e the consalidated statements of cash flows for the vears ten ended: and

e the noles 1o the consolidated financial slalements, which inelude a simmary of significant accounting

polivies.

Basts jor opinton

We conducted onr audit in accordanese with Capadian gencrally aceepled awditing standards. Our
responsibilities wider those standards are further deseribed in ihe Avditors Responsibilities for the Awdit of
the Consolidated Financial Statements seclion of our report.

We believe that the audit evidence we have obtained is sufficicnt and appropriate to provide a basis for onr
apinion.

Independence T L
We are inlependent of the Contpany in accordance with the ethical requircments thal arve refevant o || Sta!ementnfmt
our audit of the consolidated [nancial statements in Canada. We lave fulfilled our other ethical

responsihilities in accordance these requirements. J

.‘\'(.:'y audit matiers

IKev andit msaiters are those matters thal, in our professional judzment, were ol most significance
i our amdit ol Vhe consolidated fmineial statements of the enrrent period. Phese matlers were

L kaM

: " : . ; i £V nntm}'fnrnllI-
addressed in the context of our audit of the consvlidated financial stalements as a whole, and in W entilies

forming our apinion Hiereon, and we do not provide a separate apinion on these matiers.

!

PricercaterhionseCoopers LLP
Oftiee Streed ddivess, Toranto, Canadu, Cutwda Postal Code
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Responsthilintes of management and those charged with governanee for the consolidated
financial stafenents .
Management is responsible for the preparation and faie presentation of the consolidated financiat
statements in accordance with IFRS, and for such internal control as management determines is
neeessitry to enable the preparation ol consolidated financial statements that ave free from material
misstalement, whether due te fvaud or ertor.

In preparing 1the consolidated financial statements, management is responsible for assessing the
Company’s ability (o conlinue as a going coneern, disclosing, as applicahle, matlers related $o going
concerp and using the going coneern basis of acconnting unless swanagement either inteds 1o
liquidate the Company or 1o ccase operalions, or s no realistic allernative but ta do so.

Thase charged with governance are responsible for overseecing the Company's financial veporting
Provess, _

tuditor's responsibilities for the audit of the conselidated financial statements

T~

Our objeelives are o obtain reasonalle assurance about whether the consolidated fnaneial stalements
as a whole are free from material misstatement, whether due 1o fraud or error, ad ta issue an anditor’s report
that includes our opinion. Reasonable assurance is a high level of assuranee, but is nol a guaranlee Ul an audit
conducted in aceardance with Canadian generally aceepled asditing standarvds will always detect a material
wisstatement when it exists. Misstatemenls ean arise from frand or error and are considered material if,
individually ar in 1he aggregate, they could reasonably he expected 1o infBuence the economie decisions of users
taken on the hasis of these consolidated financial statements,

As part of an audit in accordance with Canadian generally aceepted anditing standards, we exercise professianal
judgment and maintain profussional seeplicisin throughout the audit, We also:

= ldentifv and assess the risks ol nalerial misstalement of 1w consolidated Goancial statements, whether due
to fraud or error, design and pesform andit procedures responsive 1o Those risks, and ablain andil evidenee
thalis sulTicient and appropriate to provide a basis for vur opinion. The risk of nol detecting a materiai
misstatement resulting from fraud is higher than for one resniting from ervor, as fraud mayv involve
callusion, forgery, intentional omissions, wisrepresentalions, or the override of inlernal control.

= Obtain an understanding of internal control relesant Lo the audit in order o design audit procedures that
are appropriale in the ciccumslances, but nol for the purpose of expressing so opinion on e effeetiveness
of the Company’s imternal control,

= Evalvale the appropriateness of accounting policies used and the reasonableness of accounting estimates
sl relaled diselosures made by managenent.

= Conelude on the approprialeness of management’s use of e going coneern basis of accounting awmd, hased
on the andit evidenee obtained, whether a material uneertainly exists related o events or conditions that
iy cast significant doubt.on the Company’s abilily 1o conlinue as a going coneern. [Twe conclude that a
material uneertainty exists, we are repiired to draw allention in our anditor’s report 1o 1he refated
disclosures in the consolidated finaneial statements or, if sueh disclosures are inadequate, 1o odily our
upinien. Our conelusions are based on the audil evidenee obtained up lo the date of ooy auditor's reporl.
However, [uture events or conditions may cause the Company Lo cease to conlinue as a going coneern.

= Lvaluale tie overall presentation, struelure and content ol Ui consolidaled financial stdenwnts, ineluding
the: diselasieres, and whether the consolidated finaneiat stalements represent the anderdving transactions
il events ina manner tat achieves fair presenlation.

*  Oblain sufficient appropriate andit evidenee regarding the financial infoemsation of the entities or business
activilies wilhin the Company to express an opinion on the consolidated financial statements. We are
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responsible for the direction, supervision and performanee of the group audii. We remain solely responsible
for our audit opinion.

We cominunicate with those charged with governance regarding, among other matters, the planoed seope and
tming of the audit and significant audit findings, including any significant deficiencies in internal eentrol that
wu idenhify daring our audit.

We also provide those charged wilh goverpance with a stalemnent il we ave complivd with relevant P -!
ethical requirements regarding independence, and lo conmunicate with thermn all relationships and 0 For listerd
- enlllicw onlﬁ'

olher matters that may ntns()n.lhl_\' be thanght 1o bear on our independenee, and where applicable,
related safepnards,

From the matters commmunicated with those charged with governanee, we delermine thase matters that
were ol nost sigaificance in e aaditl of he consolidated financial statements of e current period and
are therefore the kev audit matters, We describe these matters in our awditor’s report uuless law or
regudation preciudes puldlic disclosure alant the malter or when, in extremely rare ciromnstances, we
delermine thal a matter should nol be communicaled in our reporl beeause the adverse consequences
ol doing so would reasonably be expected to onlweigh The public inlerest benufits of such
cominunication.

TR
: rmpmmb!h!y

The engagetient partner on the audit resulting in this independent anditor’s reportis Jane Doe,

{signed) PricewalerhouseCooprers
Clartered Professioal Accounlants, Livensed Pubilie Accoundands
Toranto, Onlario

Febmiary 8, 2018
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