
Request for Decision 

2015 External Audit Planning Report

 

Presented To: Audit Committee

Presented: Tuesday, Oct 27, 2015

Report Date Wednesday, Sep 30,
2015

Type: Presentations 

Recommendation
 THAT the City of Greater Sudbury approves the 2015 External
Audit Plan as outlined in the report dated October 27, 2015 from
PricewaterhouseCoopers LLP. 

BACKGROUND

In accordance with generally accepted auditing standards,
an annual audit plan must be approved by the Audit
Committee. The objective of the audit plan is to identify audit
areas and systems that will be reviewed during the external audit,
explain the audit approach to be used, provide information with
respect to the scope and timing of the audit and identify specific
issues for the year under review. 
 
Our external auditors will be presenting an overview of their
External Audit Planning Report with respect to the 2015
year-end. The full External Audit Planning Report is attached.
 
Michael Hawtin from PricewaterhouseCoopers will be presenting
the External Audit Planning Report. The purpose of the presentation is to provide information to the Audit
Committee relating to the activities of the City External Auditors in discharging their audit responsibilities.
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The PwC Audit 

 I am pleased to present our audit plan in respect of the audit of the City of  
Greater Sudbury (the City) for the year ending December 31, 2015. 

In developing our audit approach for fiscal 2015, we have worked closely with 
management to understand the development of the business over the last year 
and to reflect this in how we undertake our audit of the City.  

In the planning we have undertaken to date, we have enjoyed open discussions 
with management. 

We look forward to continuing to work with you and discussing your views on 
our plan at the Audit Committee meeting on October 27, 2015. 

 

 

 

Michael Hawtin 
Partner, Assurance 
 
September 30, 2015 
 

1. Understanding your operations  PwC’s audit is based on a foundation of 
integrating highly skilled people, a 
robust audit approach and market 
leading technology. This, together with 
our four-step audit process, results in an 
audit that is robust, insightful and 
relevant. 

2. Focus on key risks  

3. Robust testing approach  

4. Insightful recommendations for you  

 

 



 

The matters raised in this and other reports that will flow 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 brought to your attention. 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 
organization or all internal control weaknesses. This report has been prepared solely for your use. It was not prepared or 
intended for any other purpose. No other person or entity shall place any reliance on the accuracy or completeness of 
statements made herein. 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 on the contents of this report by any person or 
entity other than you. 
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Our audit approach 

1. Understanding your organization 
 

 

Our audit is based on a series of elements that ensure quality, rigour, relevance and the 
highest level of professionalism. It also has to ensure regulatory compliance in an 
increasingly complex and more demanding reporting environment.    

Our responsibilities include issuing an independent opinion on the consolidated 
financial statements of the City, together with opinions in respect of certain program 
audits, where required.  

Our audit risk assessment, strategy and approach is built on a firm understanding of 
the City’s operations.  

This understanding is enhanced by the breadth of commercial expertise and experience 
both within the audit team and the wider firm and which enables us to provide 
meaningful perspectives on your operations. 

 

Our business 
understanding is far 
deeper than the 
traditional audit 
agenda, reflecting the 
increased complexity of 
business today. 

Area Understanding 
Observations/impact on the 
audit 

Control environment Employee Handbook provided to all 

employees which includes details on areas 
such as employment rules and policies 
(conduct at work, conflict of interest), 
complaint process, etc. 

 

Council/Audit Committee meet regularly to 

review and discuss the City’s performance and 
various organization and operational 
activities. 

 

Control environment appropriate 

for the size and complexity of the 
organization. 

We would expect management to 
periodically reassess the 
appropriateness of the control 
environment in the event of any 
significant changes to the City’s 
operations. 

Risk assessment Strategic objectives and operating and capital 

budgets are presented to Council annually 
with updates on a regular basis throughout 
the year. 

 

Discussions are held with Council in respect 

of managing significant changes to the City’s 
operations including understanding risks and 
their impact on the City. 

 

 

 

Risk assessment procedures are 

adequate for the size and 
complexity of the operations. 
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Information and 

communication 

Different finance systems are used across the 

organization; the City has a dedicated 
Information Technology (IT) department that 
has responsibility for determining and 
executing IT strategy and governance. 

Based on audit testing over the 

City’s computer systems 
performed in the prior years (as 
part of the financial statement 
audit), opportunities may exist to 
formalize and strengthen internal 
controls in certain areas within 
the IT department (as 
summarized in our management 
letters we issued to the City in 
prior years).  

 

Monitoring of internal 

controls  

An auditor general department exists, which 

periodically monitors and reports on a variety 
of matters including the implementation and 
effectiveness of controls. 

 

We understand that Council hired 

a new auditor general (AG), 
effective December 2015. 

Control activities 

 

 

The City has systems and processes that are 

fairly standardized across its operations. 

 

Key business processes relevant 

to the preparation of the financial 
information are appropriate for 
the size and scale of the 
organization. 
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2. Focus on materiality and key risks 

 

Materiality 

Materiality is a concept that relates to the importance of a transaction or balance in the 
context of the financial statements. 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. Determining what is material is based on professional judgment 
and audit experience.   

We determine a single quantitative level of overall materiality based on the 
unconsolidated operating expenditures (budget) for the City for the full year. Our 
Summary of Uncorrected Misstatements (SUM) reporting level indicates the level at 
which all audit adjustments must either be posted or reported to the Audit Committee. 
Our planned materiality for 2015, based on the latest available forecasts, is as follows:  

 

Our focus is on those 
risks that could have a 
material impact on 
financial reporting 

Materiality threshold Amount What is it used for? 

Overall materiality1 $10.3 million  Identifying and assessing risks of material misstatement 
 Determining the nature, timing and extent of our work 

 

SUM reporting level $514,000  We will report to the Audit Committee all individual 
unadjusted differences greater than $514,000, including 
disclosure exceptions 

 

1 Our materiality calculation is based on budgeted results. If there’s a significant change, we’ll communicate changes 
to the Audit Committee at year-end. 

Determining audit risks 

Our risk assessment process includes identifying risks of material misstatement for the audit and this determines 
how much audit evidence we require for each audit area. To do this we consider: 

 Macro-level factors related to the economy and the jurisdictions the entity operates in  

 Organizational specific risks and their potential impact on financial reporting and audit risks 

 The impact of changes in the regulatory and financial reporting environment. A summary of these changes is 
set out in Appendix D. We have not identified any audit risks arising from our consideration of changes in the 
regulatory and financial reporting environment. 
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City of Greater Sudbury risk assessment 

Having calculated materiality and taking in to consideration the likelihood of occurrence and the potential financial 
impact, we determine whether the risks identified are significant or not. Our risk assessment approach for the City 
is shown below. We are interested in receiving feedback from you about our assessment of these risks and whether 
you have identified any other areas of focus or concern 
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Significant audit risks

1. Management override of controls*

2. Fraud in revenue recognition-

government transfers*

Other audit risks

3. Significant accounting estimates

3

 

Our risk assessment and response for 2015 is as follows: 

Risk Rationale for identification and impact of 
risk 

Key aspects of our proposed 
audit approach 

Fraud risk - 
management override 
of controls 
 
 

Canadian auditing standards require auditors to plan 
and perform the audit to obtain reasonable assurance 
that the financial statements are free of material 
misstatements, whether caused by error or fraud.  
 
There is a potential risk of misappropriation of assets 
or manipulation of results. 
 

Understand management’s 
assessment of the risk and the overall 
control environment in place. This 
includes evaluating the City’s policies 
and procedures related to segregation 
of duties and access parameters 
established in PeopleSoft. 
 
Regular discussions with 
management to understand any 
new risks or matters identified. 
 
Obtain a list of the manual 
journals and confirm its 
completeness. A sample of 
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Risk Rationale for identification and impact of 
risk 

Key aspects of our proposed 
audit approach 

manual journals will be tested, 
focusing on riskier journals and 
periods. 
 
Unpredictable testing of certain 
balances, for example those that are 
immaterial or would not normally be 
included in our testing. 
 
Detailed audit work will be focused on 
areas where fraud could be committed 
and where there is less segregation of 
duties. All areas will be addressed 
with professional skepticism and 
management’s explanations 
corroborated by supporting evidence. 

Revenue recognition - 
Government 
Transfers 
 
 

Auditing standards assume a rebuttable 
presumption, that there is a significant risk of fraud 
in revenue recognition in all organizations. 
 
We have considered the following criteria in 
assessing the risk: 
 complexity of revenue recognition policy and 

type of transactions; 
 incentive/pressure to fraudulently misstate 

revenue transactions or related balances; and 
 potential opportunity and rationalization. 
 
We consider the risk to be the revenue recognized 
from government transfers which is based on specific 
contracts and arrangements with governmental 
organizations that can be subject to management 
judgment with respect to the timing of revenue 
recognition.  
 
There is a risk that revenue is not recorded in the 
financial statements in the correct accounting period. 
 

Update our understanding of 
management processes and internal 
controls surrounding revenue 
recognition and assess the accounting 
policies adopted by the City for 
recognizing revenue and ensure that 
this is in accordance with public 
sector accounting standards. 
 
Perform substantive tests of detail 
over revenue, accounts receivable and 
deferred revenue accounts including 
examining reconciliations of deferred 
revenue accounts (by reserve fund), 
obtaining confirmation of annual 
obligatory funding with third party 
sources (i.e. various Ministries) and 
test other movements in the deferred 
revenue accounts to supporting 
documentation (i.e. agree to 
contracts, vendor invoices, etc.) and 
to the corresponding entry to the 
revenue general ledger accounts. 
 
We will continue to review the City’s 
significant agreements and 
management’s analysis with respect 
to the recognition of revenue under 
the standard PS 3410, Government 
Transfers. 
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Risk Rationale for identification and impact of 
risk 

Key aspects of our proposed 
audit approach 

Significant 
accounting estimates  
 

The preparation of the City’s financial statements 
requires the use of accounting estimates that are 
subject to management judgment in the following 
significant areas: 

 Environmental liabilities (including closure and 
post-closure costs for active and inactive landfill 
sites and potentially contaminated sites); 

 Employee benefits; 
 Provisions related to property taxes; and 
 Contingent liabilities. 

 
 

Meet with management and staff 
responsible for establishing these 
provisions to understand the key 
assumptions and validate and 
benchmark these estimates against 
our own expectations. Test 
management’s calculations, 
supporting data and assumptions 
used in these calculations. 
 
Assess the competency and objectivity 
of specialists engaged by the City to 
assist with the calculation of 
estimates. 
 
Incorporate internal specialists into 
our engagement team, if necessary, to 
assess the appropriateness of the 
methodology and accounting 
estimates applied. 

 

Cyber resilience – emerging risk 

As part of our investment in the City and to stay alert to emerging risks, PwC performed a set of specified 
procedures regarding cyber resilience on key systems at the City in 2015. These procedures were performed in 
conjunction with our regularly scheduled IT work and consisted of interviews, surveys and review of the security 
controls audit work. We have reported back our findings, including some recommendations to strengthen and 
formalize certain processes, as a value added service to management. 

 

Your views on fraud 

Auditing standards require us to discuss fraud risk annually with the Audit Committee. Part of your governance 
role is also to consider the fraud risks facing the City and your responses to those risks. Our planned assessment of 
fraud risk is detailed in Appendix A.   

Question 1 

Required discussion  Through our planning process (and prior years’ audits), we developed an 
understanding of your oversight processes including: 
 Employee handbook which includes areas such as employment rules 

and policies (conduct at work, conflict of interest, duty of fidelity), 
compliant process etc.; 

 Audit Committee (and other) charters; 
 Discussion at Audit Committee meetings and our attendance at those 

meetings; 
 Presentations by management; 
 Review of related party transactions; 
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 Consideration of tone at the top; and  
 Auditor General’s Office. 

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

of? 

Notes 
 
 
 
 

 

 
Question 2 

Required discussion  We are not aware of any fraud at the current time. 
 We would like to ask: Are you aware of instances of actual, suspected or 

alleged fraud affecting the organization? 

Notes 
 
 
 
 

 

 
Scoping the group audit   

Our engagement team is under the direction of Michael Hawtin. 

In this capacity, he is responsible for the overall quality of the delivery of our audit services as well as the consistent 
application of our audit methodology. 

The audit of the financial statements of the City of Greater Sudbury will be based out of the offices located at 200 
Brady St. As PwC has been engaged to perform separate stand-alone audits of the City’s agencies and boards (such 
as Greater Sudbury Utilities Inc. and Sudbury Housing Corporation), we will also be performing separate audits at 
their respective offices. 

Since the financial statements of the City includes the agencies, boards and commissions that are controlled by the 
City, we will rely on the audit work completed by these PwC teams to assist in forming our opinion of the financial 
statements of the City.  

We have taken the following steps to ensure the overall quality of the audit engagement: 
 
a. issued formal instructions to the local agencies and boards audit teams leveraging the work of the individual 

audits; 
 
b. arranged for continuous communication throughout our engagement team between the City and agencies and 

boards audit teams; 
 
c. arranged for debriefing conference calls with management and respective local audit teams to review results 

and findings of work performed; and 
 
d. planned adherence to engagement timelines in order to meet your reporting objectives.
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3. Robust testing approach 

 

Audit approach and testing strategy  

The composition of our audit testing is fundamental to the effectiveness of audit 
evidence. We are transforming the way we approach our audit work in a number of 
ways, including the use of a wider range of specialists, the use of new data analytical 
tools, and the integration of new software, much of it mobile. The objective is to 
improve your experience, build quality further into our processes and technology, 
provide a deeper level of insight into your business and offer meaningful work for our 
people. 

Our approach optimizes the balance between tests of detail, controls testing, validation 
of judgments and data techniques. The balance between each of these is largely 
dependent on the quality and structure of your financial control environment along 
with the assessed level of risk. As a result, we have a tailored testing plan for each 
balance within your financial statements. A summary of our proposed testing strategy 
is shown in Appendix B. 

Where possible we seek to obtain our audit evidence from tests of controls, aligned to 
the way management controls and monitors the business.  

When we do our work 

Our audit is designed to get ahead of issues to ensure we deliver a no surprises audit at 
year-end. We engage early, enabling us to discuss matters with you while not getting 
ahead of management’s decision making. We have summarized our formal 
communication plan and audit timetable in Appendix C.  

 

We design a tailored 
testing plan for each 
balance within the 
financial statements, 
optimizing the balance 
between tests of detail, 
controls testing, 
validation of judgments 
and data techniques.  

Using technology to optimize our approach 

We are driving audit innovation, with technology at its heart. Our investments in technology enable us to drive 
quality, improve efficiency and provide greater insights to you.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Aura is our audit software. It is a single instance application 
that powers our audit globally with the ability to automate the 
audit workflow and control, review and report real-time 
progress. Our methodology is embedded within Aura and uses 
a systematic risk based approach, meaning we focus on the 
things that matter. 

Aura now enables senior team members to monitor 
engagement progress and quality in real time with alerts to 
highlight where attention is needed most. 



 

PwC │ City of Greater Sudbury audit plan │ 9 

 

The PwC data auditing approach 

We challenge ourselves to consider where we can use data auditing as part of our audit strategy to obtain sufficient 
appropriate audit evidence. Substantive evidence can often be obtained through data auditing in a much more 
efficient way. We use data intelligently to deliver market leading assurance and unique business insight. In this 
way, risk is reduced, value is extracted and information is turned into knowledge.  

 

Consistent with prior years, for the fiscal 2015 audit, we will use data auditing techniques in our audit of journal 
entries. 

The benefits of using data auditing techniques are:  

Quality Efficiency Experience Insight 

 All transactions are 
interrogated and 
analyzed. 

 Coverage levels 
from substantive 
audit tests are 
increased. 

 Audit focus is 
directed on higher 
risk transactions. 

 Testing can be 
performed off-site 
and throughout the 
year. 

 The finance team 
spends less time 
providing supporting 
documentation for 
the audit. 

 We are able to gain a 
better understanding 
of the organization 
with less time spent 
on detailed 
audit testing. 

 Greater visibility is 
provided over 
operational activities 
and transactions. 

 Patterns in data are 
identified. 

 Benchmarking can be 
performed, e.g. 
between different 
locations or divisions. 
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Halo for Journals 

 

 

Connect 

 

Our PwC Assurance Transformation is a journey and we are committed to investing in further 
innovation to drive quality and enhance your experience while providing more insight.  

Halo is our market leading assurance technology 
that visualizes information. It is focused on helping 
teams provide deeper insights. It enhances the 
audit by using intelligent algorithms to better 
identify and assess risks and determine where to 
focus audit effort. 

Halo allows for focused transaction testing and 
provides a window on your operations. Its 
analytical and visualization capability allows us to 
analyze patterns and trends in real time, to identify 
unusual and high risk transactions and to provide 
valuable insight. 

 

This collaborative workflow tool provides 
fast, efficient and secure information sharing 
at every stage of the audit between you and 
us. It allows all stakeholders to track the 
status of audit deliverables in real time, 
providing visibility over the audit process.  

It’s available on smartphones, tablets and 
desktops, allowing both you and us to check 
progress on the go – anytime, anywhere. 
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4. Insightful recommendations for you 

 

We know the outcome and output of our audit is important and has relevance to a 
range of stakeholders. Our primary responsibility is to the City’s stakeholders. 
However, we report to, and work with, those charged with governance, Council and 
management. The feedback we have received following the prior year audit (with 
members of Council and senior management) has again confirmed the importance of 
sharing our views and perspectives as well as meeting our formal reporting 
obligations.  

Therefore, as part of our work you want us to ensure we provide audit opinions and 
ensure we also provide insights, our own analyses and our views as summarized 
below. 

We will continue to seek feedback to understand what really matters to you. Through 
this dialogue we can understand and commit to your expectations and deliver value. 
For the 2015 year, we will continue to provide our perspectives on the City’s internal 
controls and processes based on our understanding, evaluating and testing of internal 
controls that we plan to rely on as part of the financial statement audit. 

Our audit gives us 
insight and access to the 
City’s people, operations 
and processes. Sharing 
our views and insights 
are a key aspect of what 
we do and how we work 
with the City. 
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Other matters 

5. The PwC team 

Our people are a key element of 
our Assurance transformation 
journey. Our people are proud to 
be auditors. They bring 
intelligence, passion and curiosity 
to their work and they draw on the 
breadth of their experiences and 
relationships to provide a tailored, 
risk focused approach to the audit. 
They care about their work and the 
people they work with. 
Underpinning everything is 
integrity — our people want to do 
the right thing. They take pride in 
delivering on the PwC 
Experience by putting 
themselves in your shoes, sharing 
and collaborating with you, 
investing in their relationship with 
you, and focusing on enhancing 
value to help you succeed. 

The right experience where 
it counts  

The individuals in your City PwC 
team combine a detailed 
knowledge of the City, the broader 
public sector, and working with 
other major cities in Canada. This 
experience is leveraged where it 
matters to you. Michael Hawtin 
has extensive municipal and public 
sector experience. As the 
engagement leader, he brings this 
experience in his interactions with 
senior management and with our 
audit team, realizing the benefits of 
his experience in managing various 
stakeholders and leading large and 
complex PwC teams.  

Continuity 

We understand continuity of the 
audit team is important to you and 
that our team fit with the culture of 
your organization and the way you 
operate. We are committed to 
ensuring we maintain as much 
continuity within our core teams as 
possible, as well as in the specialist 
experts who support them in 
accounting, actuarial, 
environmental and information 
technology.  

Review and supervision 

A key element in achieving audit 
quality is review and supervision 
by more experienced team 
members. The engagement leader 
is responsible for ensuring review 
responsibilities are planned and 
performed appropriately. In 
addition, a quality review partner 
(QRP) has been assigned to this 
engagement. The role of the QRP is 
to discuss significant matters with 
the engagement leader, consider 
the team’s evaluation of 
independence, review the financial 
statements and draft auditor’s 
report, review selected 
documentation in the working 
paper file related to significant 
judgments made by the audit team, 
assess whether appropriate 
consultation has taken place and 
evaluate conclusions made by the 
team. 

 

 

 

Cathy Russell 

Senior Relationship Partner 

cathy.russell@ca.pwc.com 

 

Michael Hawtin 

Engagement Leader 

michael.hawtin@ca.pwc.com  

Urooj Vohra 

Team Senior Manager 

urooj.f.vohra@ca.pwc.com  

Dib Dhar 

Information Technology 

Specialist 

dibyendu.dhar@ca.pwc.com  

 

Carol Devenny  

Quality Review Partner 

carol.devenny@ca.pwc.com  
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How we work 

Our people take pride in delivering the PwC Experience by putting ourselves in your shoes, sharing and 
collaborating with you, investing in our relationship with you, and focusing on enhancing value to you. A key 
enabler to the PwC Experience is something we call Enhanced Working Practices (EWP). 
 
EWP is our award winning proprietary team based learning approach, modelled through our unique relationship 
with world-class teaching hospitals where learning occurs on the job while addressing real-time issues. At the heart 
of our EWP approach is the concept of “Teach Don’t Tell,” a coaching technique that uses probing questions to 
develop our people, in order to gain a deeper understanding of a situation and to help them arrive at the correct 
solution themselves, instead of providing answers.   

 

  

Using our five EWP routines shown on the right results in 
benefits to you:  

 A strong understanding of your operations 

 Significant reduction of repetitive questions from our 
team  

 Collaborative interactions and experiences with your 
team 

 Improved quality and speed of decision making from 
our team 

 A cohesive team and overall approach 

 Continuous dialogue on what went well and what 
needs to be improved 

 A focus on building stronger relationships with you   
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6. Independence 

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. Our most recent independence letter to the Audit Committee was issued in 
May 2015. We are not aware of any new independence matters of which we need to make the Audit Committee 
aware. 

At the date of this report we confirm we are independent of the City of Greater Sudbury. 

7. Audit fees 

In accordance with our response to the City’s request for a quote dated June 2, 2014 and our audit engagement 
letter dated October 21, 2014 covering the two-year contract period for the year ended December 31, 2014 and for 
the year ending December 31, 2015, our fees for the 2015 audit of the financial statements of the City are $93,000.  

We’ll advise management if we incur more costs due to changes in the level of effort or scope changes. Our draft 
terms of engagement are included in Appendix E. 
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A. Fraud risk assessment 

Responsibilities 

Auditing standards state that as auditors we are responsible for obtaining reasonable assurance that the financial 
statements taken as a whole are free from material misstatement, whether caused by fraud or error. The respective 
responsibilities of auditors, management and those charged with governance are summarized below: 

Auditor’s responsibility 
 

Our objectives are: 
 to identify and assess the risks of material misstatement of the financial 

statements due to fraud; 
 to obtain sufficient appropriate audit evidence regarding the assessed risks of 

material misstatement due to fraud, through designing and implementing 
appropriate responses; and 

 to respond appropriately to fraud or suspected fraud identified during the 
audit. 

Management’s 
responsibility 
 

 management’s responsibilities in relation to fraud are: 
 to design and implement programs and controls to prevent, deter and detect 

fraud; 
 to ensure the entity’s culture and environment promote ethical behaviour; and 
 to perform a risk assessment that specifically includes the risk of fraud 

addressing incentives and pressures, opportunities, attitudes and 
rationalization. 

Responsibility of the 
Audit Committee 
 

 Your responsibilities as part of your governance role are: 
 to evaluate management’s identification of fraud risk, implementation of anti-

fraud measures and creation of an appropriate tone at the top; and 
 to investigate any actual, suspected or alleged instances of fraud brought to 

your attention. 
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Conditions under which fraud may occur 
 
The likelihood of the auditor not detecting a material 
misstatement resulting from fraud is higher than the 
likelihood of not detecting a material misstatement 
resulting from error, because fraud may involve collusion 
and be supported by sophisticated and carefully organized 
schemes designed to conceal it. Fraud risk is considered at 
each business unit and local audit procedures are tailored 
in order to mitigate this risk. 

 
 

Below we have set out the key areas of fraud risk and the audit procedures we plan to undertake in these areas. 

Area Impact on 
audit 

Audit procedures 

Deliberate 
manipulation of 
results and 
management 
override of controls 

Highest  We review significant journal entries and post-closing 
adjustments. 

 We perform analytical review of the entity’s results. 
 We assess the overall control environment and the tone at the 

top of the organization. 

Control 
environment 

High  Make enquiries of senior management and the Audit Committee. 
 Evaluate the City’s anti-fraud programs, compliance procedures 

and controls. 

Balances where a 
high degree of 
judgment is 
required 

Medium  We perform specific procedures on more judgmental items such 
as provisions. 

Fraud through 
internal control 
weaknesses 

Low  We review and test the operation of key controls as part of our 
audit of internal control over financial reporting; these key 
controls include employee handbook and Audit Committee 
charter. 

 We review the work performed by management and follow up 
any issues identified. 

Misappropriation of 
assets  

Low  We confirm significant bank balances to third party 
confirmations. 
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B. Audit testing strategy  

Our testing strategy can be summarized as follows: 

Type of test Where used 

Confirmation Cash, Investments, Government grant funding and 
Property taxes (revenues), Legal claims 

Internal control testing Purchases/payments cycle, Payroll 

Key reconciliations Balance sheet accounts 

Analytical procedures Depreciation expense, property taxes receivable, water 
and wastewater revenues, investment income, interest 
expense  

Auditing estimates Property tax provision, landfill closure liability, 
environmental liabilities, employee benefit obligations 

CAATs Manual journal entries 

Specialists Actuaries – post employment benefit obligation 

 

 Inherent risk Expected controls reliance Planned substantive evidence 

 Normal Significant       None Partial           Low                           High 

Management override of controls         

Cash and Investments         

Property taxes – revenue and receivables         

Government transfers – revenue & deferred revenue         

Investment in government business enterprises         

Expenses & accounts payable and accrued liabilities          

Employee benefit obligations         

Solid waste management facility liability         

Long-term liabilities         

Tangible capital assets          

Revenues (other than property tax and government 

transfers) 
        

Payroll         
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C. Audit timetable and communication plan 

The diagram below shows the activities that make up the annual audit cycle at the City and the outputs generated at 
each phase of our annual audit. Where possible, we strive to do work early to allow for early identification of issues 
and to reduce demands on your staff at the year-end audit. Regular touch points allow for more feedback from you 
so that we can mutually agree improvements to the process as we go.  

PwC

Debrief meetings 
initial planning

Detailed 
planning

Interim audit 
work

Year and audit
Year and audit 
and Reporting

July - August September-
October

November-
December

March- May June

Internal debrief on 
previous year’s audit

Commence 
planning of and 
arrange availability 
of PwC resources for 
next audit

Meet with 
management to 
obtain current year 
update and follow 
up points from prior 
year

Detailed risk 
assessment

Develop preliminary 
Audit Plan

Determination of 
audit scope and 
materiality

Presentation of 
audit plan to the 
Audit Committee

IT systems testing

Review of and 
preliminary 
identification of 
internal control 
issues

Interim audit visit 
to for detailed audit 
fieldwork

Year end audit 
fieldwork for the 
City and related 
agencies and boards

Follow up of issues 
from interim 

Key judgmental 
areas reviewed and 
discussed with 
management

Finalization of all 
issues

Audit consolidation

Audit report for the 
Audit Committee

Year end Audit 
Committee meeting

Review of annual 
report and issue 
audit report on 
consolidated 
financial statements

Independence 
confirmation

-Debrief -Detailed audit plan
- IT systems testing

- Understand, 
evaluate and test 
key controls

- Perform early 
audit testing 
(over revenues 
and expenses)

- Year end report to 
the Audit 
Committee –
Clearance meeting 
with management

-Year end Audit 
Committee meeting
- Annual 
independence 
confirmation O

u
t 
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t
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• Continuous planning, assessment of risk and update of audit strategy 
• Technical updates on accounting issues and regulatory changes
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D.  Recent developments 

We outline the latest developments in accounting standards that will have an impact on your financial statements, 
along with the expected impact of the changes and time frame for implementation. These developments have been 
categorized as follows: 

 Significant Developments most relevant to the City and potentially significant changes to the City’s 
financial statements.  

 Moderate Moderate level of impact and/or changes to the City’s financial statements. 

 Minor Minor changes to the City’s financial statements.  

 No impact Developments included for information only – not considered to have a significant impact on 
the City’s financial statements. 

 

a. Related party disclosures   
 

Section PS 2200, Related Party Disclosures, was issued in March 2015 and is effective for fiscal years beginning on 
or after April 1, 2017. Earlier adoption is permitted and this section would be applied prospectively. This section 
provides guidance on the definition and identification of related parties including key management personnel and 
establishes disclosures required for related party transactions.  

b. Inter-entity transactions   
 

Section PS 3420, Inter-entity Transactions, was issued in March 2015 and is effective for fiscal years beginning on 
or after April 1, 2017. Earlier adoption is permitted. This standard establishes standards on how to account for and 
report transactions between public sector entities that comprise a government's reporting entity from both a 
provider and recipient perspective. This section provides guidance on the recognition, measurement, presentation 
and disclosure of inter-entity transactions.  

c. Assets  
 

Section PS 3210, Assets, was issued in June 2015 and is effective for fiscal years beginning on or after April 1, 2017. 
Earlier adoption is permitted. This section addresses the basic concepts and definition of assets, similar to the 
standard that already exists for liabilities (Section PS 3200). It provides additional guidance on the various 
components of assets definition (economic resources, control, past transactions or events, and future economic 
benefits), and establish general disclosure standards for assets.  

d. Contingent assets   
 

Section PS 3320, Contingent assets, was issued in June 2015 and is effective for fiscal years beginning on or after 
April 1, 2017. Earlier adoption is permitted. This section addresses the basic concepts and general application 
standard on contingent assets, similar to the standard that already exists for contingent liabilities (Section PS 
3300). It provides additional guidance on definition of contingent assets and establish general disclosure standards 
for contingent assets.  
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e. Contractual rights   
 

Section PS 3380, Contractual rights, was issued in June 2015 and is effective for fiscal years beginning on or after 
April 1, 2017. Earlier adoption is permitted. This section addresses the general application on contractual rights, 
similar to the standard that already exists for contractual obligations (Section PS 3390). It provides additional 
guidance on definition of contractual rights and application indications and establish general disclosure standards 
for contractual rights.  

f. Restructuring transactions   
 

Section PS 3430, Restructuring transactions, was issued in June 2015 and is effective for fiscal years beginning on 
or after April 1, 2018. Earlier adoption is permitted. Section PS 3430: 

a) defines a restructuring transaction; 
b) distinguishes restructuring transactions from other similar transactions; 
c) distinguishes restructuring-related transactions from restructuring transactions; 
d) establishes how assets and liabilities transferred in a restructuring transaction should be recognized and 

measured; and 
e) sets out presentation and disclosure requirements. 

g. Financial instruments and financial statement presentation   
 
Section PS 3450, Financial Instruments, is effective for governments for periods beginning on or after April 1, 2019. 
This section provides guidance on the recognition, measurement, presentation and disclosure of financial 
instruments. Derivatives and portfolio investments that are equity instruments quoted in an active market are 
measured at fair value. Other financial instruments may be elected as measured at fair value under certain 
conditions.  

Concurrent with the adoption of Section PS 3450, organizations must adopt Section PS 1201, Financial Statement 
Presentation (replacing Section PS 1200), Section PS 2601, Foreign Currency Translation (replacing PS 2600) and 
Section PS 3041, Portfolio Investments (replacing PS 3040). These new standards require presentation of a new 
primary statement – the statement of re-measurement gains and losses – reporting various unrealized gains and 
losses and may also change the accounting for long-term foreign currency monetary items.  

h. Other projects 
 
Other significant projects that are in progress by the Public Sector Accounting Board: 
 

 Asset Retirement Obligations – This project will address the recognition, measurement, presentation and 
disclosure of legal obligations associated with retirement of long-lived tangible capital assets currently in 
productive use. In August 2014, PSAB issued a Statement of Principles that addresses the accounting and 
reporting of retirement obligations associated with tangible capital assets controlled by a public sector 
entity. PSAB sought comments on its Statement of Principles by November 21, 2014. An exposure draft for 
a new standard is expected in the second half of fiscal 2015. Our audit national public sector leader is the 
chair of the PSAB task force on this project. 

 Revenues – This project is to develop additional principles for revenue recognition principles that apply to 
sources of revenue other than government transfers and tax revenue. It is a wide-reaching project seeking 
to address recognition, measurement and presentation of revenues that are common in the public sector. In 
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August 2013, PSAB issued a statement of principles containing proposals that will affect the reporting of a 
broad range of revenues. PSAB discussed issues identified by staff based on a preliminary review of 
responses to its statement of principles. PSAB further reviewed an issues paper on performance obligations 
and discussed an approach recommended by the task force. An exposure draft is expected to be issued in 
the second half of fiscal 2015. 

Corporate reporting and regulatory changes 

A number of changes are being proposed related to the auditor’s report and independence 

Canadian Enhancing Audit Quality initiative 

What is the issue? Recommendations have been made by key stakeholders in the audit process with the objective to 
enhance audit quality. The key recommendations include:  
• completing a formal annual auditor assessment  
• completion of a comprehensive review every five years and communication of the results to the company’s 

shareholders 
• communication of CPAB results from inspection of individual audit files to that company’s Audit Committee, 

where there is a significant finding 
 
Who is affected? The recommendations have not been adopted into securities regulation and at this point, are 
considered best practices which companies are not required to implement. However, there has been a lot of interest 
shown in the recommendations by large listed companies and other regulated entities like pension funds. 
 
What are the next steps? CPA Canada has issued guidance on the annual auditor assessment and the 
comprehensive review, including checklist type tools that can be tailored by the Audit Committee as the guidance is 
intended to be scalable to companies of varying sizes and complexity. The comprehensive review is intended to be 
of greater depth and breadth than the annual assessment. The audit firms have worked with CPAB to determine a 
protocol for the dissemination of audit inspection results. 

European audit reform 

What is the issue? In response to the 2008 financial crisis, proposals were put forward to reform the European 
audit market. In May 2014 new legislation was approved that will result in major changes impacting audits of 
public interest entities. While the rules are complex and subject to multiple interpretations, the high level changes 
include: 
• mandatory rotation of auditors every 10 years, with a one-time 10 year extension in the event of an audit tender 

(subject to a member state adopting this option) 
• significant restrictions on providing non-audit services, potentially including many tax services and corporate 

finance services, and 
• a fee cap on non-audit services to a maximum of 70% of the Group audit fee over a rolling three year period 
 
Who is affected? All EU listed companies will be required to comply with the rules, along with non-listed European 
banks and insurance companies. However, individual countries are in the process of amending their own 
requirements in certain circumstances, to the extent that the local rules are at least as restrictive as the EU-wide 
rules. So ultimately, determining compliance is not likely to be straight forward. There are currently no discussions 
on rotation, scope of service restrictions or fee caps with regulators or standard setters within Canada or the United 
States. 
 
What are the next steps? The agreement became law in June 2014, although modifications and clarifications to the 
rules are still expected within the member states. The restrictions on non-audit services and the fee cap would 
become effective in mid-2016 and the rotation requirements would be subject to transition rules that would see 
companies start to rotate initially within the next six years, dependent on the length of current auditor tenure and 
possible member state amendment. 
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IAASB auditor reporting model 

What is the issue? The International Auditing and Assurance Standards Board (IAASB) issued an exposure draft in 
2013 proposing a new auditor’s report that is applicable to companies in territories following International 
Standards on Auditing. The proposals are intended to address the needs of today’s users for the financial 
statements. The final standard was agreed upon in September 2014 and has some significant changes, including: 
• the addition of a “key audit matters” section whereby the auditor would describe the significant judgments or 

areas of focus of the audit – these would be the types of matters normally reported and discussed with the 
Audit Committee 

• the addition of language on going concern 
• a statement regarding the outcome of the auditor’s consideration of “other information” (i.e. the MD&A, AIF, 

etc.)  
• an explicit statement on the auditor’s independence and identification of the audit partner in the report. 
 
Who is affected? The Canadian Auditing and Assurance Standards Board (CAASB) is expected to adopt the new 
requirements, if agreed upon, as Canadian Auditing Standards. The CAASB has already conducted significant 
outreach to ensure the views of Canadian stakeholders are known and considered. The changes noted above would 
apply to all entities with the exception of the first and last items above (key audit matters and identification of the 
audit partner) that are proposed for listed entities only.    
 
What are the next steps? The requirements will likely be applicable for year-ends ending after December 15, 2016. 
At the same time, the PCAOB has also issued similar proposals for comment and the European Commission is 
introducing new reporting requirements as part of their Audit Reform, described above.     
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E. Our proposed terms of engagement 



 
 
 

 

PricewaterhouseCoopers LLP 
PwC Centre, 354 Davis Road, Suite 600, Oakville, Ontario, Canada L6J 0C5 
T: +1 905 815 6300, F: +1 905 815 6499, www.pwc.com/ca 
 
“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership. 
 

September XX, 2015 
 
 
Ms. Lorella Hayes 
General Manager of Assets and  
   Finance/Chief Financial Officer 
The City of Greater Sudbury 
200 Brady Street, 2nd Floor 
Tom Davis Square 
Box 500, Station A 
Sudbury ON  P3A 5P3 
 
 
Dear Ms. Hayes: 

 
PricewaterhouseCoopers LLP (we, us or our), a limited liability partnership organized under the laws of 
the Province of Ontario, is pleased to provide services to the City of Greater Sudbury (the City) for the year 
ending December 31, 2015. We wish to confirm that the scope of audit services, as originally outlined on 
the engagement letter dated October 21, 2014 relating to the audit of the consolidated financial statements 
of the City for the year ended December 31, 2014 and for the year ending December 31, 2015 continue to 
remain in effect for the year ending December 31, 2015. 
 
Our standard terms and conditions applicable for the audit of the consolidated financial statements of the 
City for the year ending December 31, 2015 have been included as an appendix to this letter.  
 
We will also perform audit services for the following entities/programs in 2015: 
 

2015: 

 

 Framework 

Financial Statement Audits  

City of Greater Sudbury Trust Funds Canadian generally accepted accounting 
principles established by the Public 
Sector Accounting Board. 

The City of Greater Sudbury Community 
Development Corp. 

Canadian generally accepted accounting 
principles, Part III Not-for-profit 
organizations. 

Pioneer Manor Long-Term Care Facility 
Trust Funds 

Canadian generally accepted accounting 
principles established by the Public 
Sector Accounting Board. 
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Program Audits  

Walden Elderly Persons Centre Elderly Persons Centres Act, Regulation 
314 and through an agreement between 
the Ontario Senior’s Secretariat and the 
City. 

Homelessness Partnership Strategy 

 

 

Contribution agreement, project  
#010435394 between Her Majesty The 
Queen in the Right of Canada, as 
represented by the Minister of Human 
Resources and Skills Development and 
the City.    

Pioneer Manor Long-Term Care Facility Long-Term Care Home Annual Report 
Technical Instructions and Guidelines 
issued by the Ministry of Health and 
Long-Term Care. 

 
Our engagements will be conducted in accordance with the Canadian generally accepted auditing 
standards. 
 
Our fees for the above audit services are as follows: 
 
 Fee 
Financial Statement Audits  
City of Greater Sudbury Trust Funds $3,400 
The City of Greater Sudbury Community Development Corp. $2,400 
Pioneer Manor Long-Term Care Facility Trust Funds $1,650 
  
Program Audits  
Walden Elderly Persons Centre $2,300 
Homelessness Partnership Strategy $2,300 
Pioneer Manor Long-Term Care Facility $10,200 
 
 
Once we complete our audits we will provide you with our auditor’s report on the work referred to above. 
For the Program Audits, the form and content of our auditor’s report will be in accordance with the 
requirements of Canadian Auditing Standards 805, Special Considerations - Audit of Single Financial 
Statements and Specific Elements, Accounts or Items of a Financial Statement. For the Financial 
Statement Audits, the form and content of our auditor’s report will be in accordance with the requirements 
of Canadian Auditing Standards 700, Forming an Opinion and Reporting on Financial Statements. 
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In addition, our fees for the audit of the consolidated financial statements of the City, as outlined in the 
Appendix of our engagement letter dated October 21, 2014 will be $93,000 in 2015. Our fees exclude HST.  

 

 
Yours very truly,  
 
 
Draft 
 
 
Chartered Professional Accountants 
 
 
The terms as set forth in this letter are agreed to.  
 
City of Greater Sudbury 
 
By:  
 
 
   
Ms. Lorella Hayes, General Manager of Assets and 
   Finance/Chief Financial Officer 
 
 
   
Date 
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