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Audit Plan for the Year Ending December 31, 2017

Date: November 20, 2017
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 2017 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 (2016 — $25,000) is included in the 2017 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 third 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 2017 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.

Work on the interim audit was completed in October 2017, and the year-end audit is
expected to be completed by March 2018.

CONTACT

Larry Hughsam; Director, Finance & Treasurer; Tel: 416-397-5946;
E-mail: lhughsam@torontopubliclibrary.ca

SIGNATURE

Vickery Bowles
City Librarian

ATTACHMENTS

Attachment 1: Toronto Public Library Board — Audit Plan for the year ending
December 31, 2017
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October 27, 2017

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 2017 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 and the nature, extent and timing of our audit work.

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) 228-1922.

Yours very truly,

Q—\—.u\“\z_ﬁﬁ_ .

Terri McKinnon
Partner
Risk Assurance Services

cc:  Mr. Larry Hughsam, Director, Finance and Treasurer

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0Bz
T: +1 416 863 1133, F: +1 416 365 8215, www.pwe.com/ca

PwC" refers lo PncewaterhousaCoopers LLP, an COnlarie limeted liabikty partnership.
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Communications to the Board

Key matters for
discussion

Comunents

Client service team

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

Service deliverables

We will audit the Library's financial statements as of December 31, 2017 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 our engagement as the independent auditor of the Library

for the above-mentioned year. In addition, our engagement letter outlines our
responsibilities as the auditor and the responsibilities of management.

Audit timeline We worked with management to develop this project timeline:
. Interim visit: October 23-27, 2017
«  Year-end visit: March 19 — March 30, 2018
+  Clearance meeting with management: To be confirmed
«  Delivery/filing of financial statements: To be confirmed
Audit approach Our audit approach is a mixture of tests of internal controls and substantive testing.

i Our audit approach is designed to allow us to execute a quality and efficient audit.

We do this by:

i.  gaining an understanding of the business by focusing on new developments and
key business issues affecting the Library as well as management’s monitoring of
controls and business processes;

ii. identifying significant audit risks, sharing our perspectives, obtaining your
feedback and ensuring our audit is tailored to these risks;

iii. using well-reasoned professional judgment, especially in areas that are
subjective or require estimates; and

iv. leveraging reliance where possible on the Library's ifiternal controls and
information technology and data systems.

In the current year, our planned work will include testing of key controls of payroll

controls.
All other areas will be subject to tests of detail.

Significant risks are risks of material misstatement that we think need special audit
consideration. We identified several 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.

Pl
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Signiﬁcant risks to
discuss

Management’s response and our audit approach

Risk of material
misstatement due to
management override

Accounting regulatory authorities require that the risk of material misstatement due

| to management override of controls be considered a significant risk on every audit
| engagement.

This represents the risk that internal controls at the Library may be circumvented to
achieve desired financial results or gain inappropriate access to financial resources.

In order to address this risk, we will perform the following:

»  We will review journal entries focusing on large and unusual entries and select
entries for testing to supporting documentation.

«  We will review accounting estimates for biases that could result in material
misstatement.

«  We will incorporate unpredictable procedures in the audit approach.

Risk of fraud in
revenue recognition

The risk of fraud in revenue recognition is a presumed significant risk under
Canadian Auditing Standards. We will assess this risk through the consideration of
the Library’s revenue recognition policies, the incentive/pressure to fraudulently

| misstate revenue and the potential opportunity.

In order to address this risk, we will perform the following:

»  Update our understanding of management’s processes and internal controls
surrounding revenue recognition.

»  Obtain confirmations from the City of Toronto for subsidies received during the
year.

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

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 $6,140,000 based on 3% of projected revenues. We will

report unadjusted and adjusted items over $614,000 to the Board on completion of

the audit.

Fraud risk

We discuss fraud risk annually with the Board. Through our planning process (and

prior years’ audits), we developed an understanding of your oversight processes

including:

»  Employee code of ethics

»  Discussion at Board meetings and our attendance at those meetings, or
reviewing minutes of meetings

»  Presentations by management, including business performance reviews

«  Signing authorities

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 Library?
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The matlers raised in this and other reports that will RBow from the audit are only those thal have come to our attention arising from or relevant to
our audit that we believe need to be brought to your altention. They are not a comprehensive record of all the matters arising, and, in particular,
we cannol be held responsible for reporting all risks in your business cr all internal conirol weaknesses. This report has been prepared solely for
your use. Il was not prepared or intended for any other purpose. No other person or entity shall place any reliance upon the accuracy or
compleleness of statements made herain, PwC does not assume 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 parson or enlity other than you.
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