The Corporation of the
CITY OF WHITE ROCK
Finance and Audit Committee
AGENDA
Tuesday, December 14, 2021, 5:15 p.m.
City Hall Council Chambers
15322 Buena Vista Avenue, White Rock, BC, V4B 1Y6
*Live Streaming/Telecast: Please note that all Committees, Task Forces, Council Meetings, and
Public Hearings held in the Council Chamber are being recorded and broadcasted as well included
on the City’s website at: www.whiterockcity.ca
T. Arthur, Director of Corporate Administration
Pages
1.

CALL TO ORDER
Councillor Chesney, Chairperson

2.

ADOPTION OF AGENDA
RECOMMENDATION
THAT the Finance and Audit Committee adopt the agenda for December 14,
2021 as circulated.

3.

ADOPTION OF MINUTES
None.

4.

KPMG - AUDIT PLANNING REPORT FOR THE YEAR ENDING
DECEMBER 31, 2021
Kurtis Beaumont and Brandon Ma, of KPMG Enterprise (City Auditors) to
give a presentation titled "City of White Rock Audit Planning Report for the
year ending December 31, 2021".

5.

CONCLUSION OF THE DECEMBER 14, 2021 FINANCE AND AUDIT
COMMITTEE MEETING
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kpmg

The Corporation of
the City of White Rock
Audit Planning Report
for the year ended December 31, 2021

Prepared on December 6, 2021 for presentation on
December 14, 2021
kpmg.ca/audit
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KPMG contacts
The contacts at KPMG in connection with this report are:
Brandon Ma, CPA, CA
Engagement Partner
Tel: 604-691-3562
bjma@kpmg.ca
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Carol Chiang, CPA, CA
Quality Review Partner
Tel: 604-527-3652
cchiang@kpmg.ca

Kurtis Beaumont, CPA
Manager
Tel: 604-527-3712
kbeaumont@kpmg.ca
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Executive summary
Areas of focus for financial reporting

Materiality

Our audit of The Corporation of the City of White Rock (the “City”) is riskfocused. In planning our audit we have taken into account key areas of focus
for financial reporting. These include:
−
−
−
−
−
−
−

Financial reporting implications of COVID-19;
Tangible capital assets;
Revenue recognition and deferred revenue;
Expenses, including payroll;
Valuation of post-employment benefits;
Contingencies; and
Presumed risk of management override of controls.

Materiality has been determined based on budgeted total expenses. We
have determined materiality to be $1,500,000 (2020 - $1,500,000).
See page 3.

Quality control and independence
We are independent and have a robust and consistent system of quality
control. We provide complete transparency on all services and follow the
Committee’s approved protocols.
See page 8.

See pages 4 to 7.

Effective communication
We are committed to transparent and thorough reporting of issues to
management and the Finance and Audit Committee (the “Committee”). This
is achieved through formal and informal meetings and communications
throughout the year. If you have any comments you would like to bring to our
attention, please contact Brandon Ma.
See Appendix 1.

This report to the Finance and Audit Committee is intended solely for the information and use of management, the Finance and Audit Committee and the Council and
should not be used for any other purpose or any other party. KPMG shall have no responsibility or liability for loss or damages or claims, if any, to or by any third party as
this report to the Finance and Audit Committee has been prepared for, and is not intended for, and should not be used by, any third party or for any other purpose.
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Materiality
Materiality is used to identify risks of material misstatements, develop an appropriate audit response to such risks, and evaluate the level at which we think
misstatements will reasonably influence users of the financial statements. It considers both quantitative and qualitative factors.
To respond to aggregation risk, we design our procedures to detect misstatements at a lower level of materiality. Professional standards require us to reassess materiality at the completion of our audit based on period-end results or new information in order to confirm whether the amount determined for
planning purposes remains appropriate.

Materiality determination

Comments

Amount

Materiality

Established by considering various metrics that are relevant to the users of the financial
statements and determined to plan and perform the audit and to evaluate the effects of identified
misstatements on the audit and of any uncorrected misstatements on the financial statements.
The corresponding amount for the prior year’s audit was $1,500,000.

$1,500,000

Benchmark

Based on budgeted expenses for the year ending December 31, 2021.
This benchmark is consistent with the prior year.

$50,605,000

% of Benchmark

The prescribed range is between 0.5% and 3.0% of the benchmark.
The corresponding percentage for the prior year’s audit was 3%.

Audit misstatement posting
threshold

Threshold used to accumulate misstatements identified during the audit.
The corresponding amount for the prior year’s audit was $75,000.

3%
$75,000
We will report to the Committee:

.

Corrected audit misstatements
Uncorrected audit misstatements
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Areas of focus for financial reporting
Areas of focus
Financial reporting
implications of COVID-19

Why are we focusing here?
The COVID-19 pandemic continues
to impact the City’s operations.
Management continues to closely
monitor the financial reporting
implications of COVID-19 to ensure
they are appropriately reflected in
the financial statements.

Our audit approach

− Continue to discuss with management the short-term and long-term impacts of COVID19 on the City to better understand the fluctuations in financial results relative to prior
year and those expected in future years.

− Perform a trend analytical over operating expenses and revenues to understand the
fluctuations relative to the prior year. Where significant variances are noted, review
supporting documentation to corroborate the balances recorded in the financial
statements.

− Review the COVID-19 note disclosure in the financial statements to ensure it continues to
appropriately describe the impact of the pandemic on the City’s operations.

Tangible Capital Assets

Tangible capital assets represent a
significant portion of assets of the
City. The assets owned by the City
include land, buildings, roads,
equipment, sewer and water
system infrastructure, and may
require estimation

− Update our understanding of the process activities and controls over tangible capital
assets.

− Detailed testing of asset additions, including developer contributions, and inspection of
supporting documentation to ensure it is appropriate to capitalize the costs.

− Detailed testing of dispositions including inspection of supporting documentation and
assessing if the gain or loss on disposition has been recorded appropriately.

− Review the reasonableness of estimated useful lives and amortization recognized.

Review management’s assessment of impairment, if any, to tangible capital assets.

− Assess whether the facts related to any impairment issues identified support a write down
to the asset.

− Review agreements for contractual commitments and related disclosure requirements.

Audit Planning Report
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Areas of focus for financial reporting (continued)
Areas of focus
Revenue recognition
and deferred revenue

Expenses, including
payroll

Why are we focusing here?

Our audit approach

Revenue is recorded on an accrual
basis and is recognized when it is
earned and measurable. Revenue
relating to future periods, including
property taxes, development cost
charges (“DCCs”), government
grants, contributions for future
capital works, and amounts collected
for building permits and facility
upgrades, are reported as deferred
revenue and recognized when
earned.

− Update our understanding of the process activities over revenues and contributions

As contributions are received for
specified purposes and sometimes
contain restrictions, there is a need
to determine whether the amounts
should be deferred or recognized as
revenue.

− For DCCs, review the year-end fund balances and identify any funds with a

The City’s expenses are closely
monitored against Council approved
budgets

− Update our understanding of the process activities and controls for expenses,

received, amounts spent as well as deferral of unspent amounts.

− Evaluate the design and implementation of controls over contributions received and
expenditures incurred, as well as management’s review of related balances.

− Review the accounting for all new agreements to determine whether stipulations or
restrictions exist and how the funds should be recognized and/or deferred.

− Perform substantive procedures, including vouching and review of supporting

documentation related to contributions received, as well as expenses incurred, to
ensure that revenues and expenses are appropriately recognized, and deferred
contributions are appropriately recorded.
negative balance. For funds with negative balances, inquire with management
about the plan for future collection of DCC.

− For Community Amenity Charges, perform substantive test of detail work over
related revenue recognized and review related agreements to ensure
appropriateness of amounts recognized.

including payroll.

− Analyze the change in expenses relative to the prior year based on changes in
operations.

− Analyze the change in payroll expense relative to the prior year based on changes
in head count and pay rates. Perform testing over head counts and pay rates
changes.

− Perform a search for unrecorded liabilities to ensure expenses are recorded in the
appropriate fiscal year.
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Areas of focus for financial reporting (continued)
Areas of focus
Valuation of Post –
Employment Benefits

Why are we focusing here?
The City provides certain postemployment benefits, compensated
absences, and termination benefits
to employees. Due to the
complexities of the estimate,
management has engaged an
actuarial expert to assist in the
development of the estimate.

Our audit approach

− Obtain the valuation report as prepared by the City’s actuarial expert and reviewing select
assumptions used for reasonableness.

− Obtaining data inputs provided by the City to the actuary for use in determining the
estimate and testing select items to determine accuracy of the data provided.

− Perform an analytical review over these amounts.
− Reviewing note disclosure in the financial statements to determine if required disclosures
under the accounting standards are appropriately included.

Contingencies

The City is required to make
provisions for contingencies. This
would include potential and known
litigations and claims that are likely
to result in liabilities for the City.

Audit Planning Report

− Make inquiries with management with respect to any contingencies and legal claims up to
the audit report date.

− Obtain legal confirmations as appropriate.
− Assess appropriateness of financial statement treatment including related disclosures.
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Audit risks
Significant risk - professional requirements

Why is it significant?

Presumption of the risk of fraud resulting from management override of
controls.

Management is in a unique position to perpetrate fraud because of its ability
to manipulate accounting records and prepare fraudulent financial statements
by overriding controls that otherwise appear to be operating effectively.
Although the level of risk of management override of controls will vary from
entity to entity, the risk nevertheless is present in all entities.

Our audit approach
As the risk is not rebuttable, our audit methodology incorporates the required procedures in professional standards to address this risk. These procedures
include:
−

Testing of journal entries and other adjustments,

−

Performing a retrospective review of estimates, and

−

Evaluating the business rationale of significant unusual transactions.

Inquiries required by professional standards
Professional standards require that we obtain your view on the risk of fraud. We make similar inquiries to management as part of our planning process:
−

Are you aware of, or have you identified any instances of actual, suspected, possible, or alleged non-compliance of laws and regulations or fraud,
including misconduct or unethical behavior related to financial reporting or misappropriation of assets? If so, have the instances been appropriately
addressed and how have they been addressed?

−

What are your views about fraud risks in the City?

−

How do you exercise effective oversight of management’s processes for identifying and responding to the risk of fraud in the City and internal controls
that management has established to mitigate these fraud risks?

−

Has the City entered into any significant unusual transactions?
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Audit quality: How do we deliver audit quality?

Transparency report

Quality essentially means doing the right thing and remains our highest priority. Our Global Quality Framework outlines how we deliver quality
and how every partner and staff member contribute to its delivery.
‘Perform quality engagements’ sits at the core along with
our commitment to continually monitor and remediate to fulfil
on our quality drivers.

Our quality value drivers are the cornerstones to our approach
underpinned by the supporting drivers and give clear direction
to encourage the right behaviours in delivering audit quality.

We define ‘audit quality’ as being the outcome when:
–
–

audits are executed consistently, in line with the
requirements and intent of applicable professional
standards within a strong system of quality controls; and
all of our related activities are undertaken in an environment
of the utmost level of objectivity, independence, ethics,
and integrity.

Doing the right thing. Always.

Audit Planning Report
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Key deliverables and milestones
November 2021

Planning

May 2022

April/May 2022
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Present
audit
findings
report and
draft
auditors'
report

Ongoing communication
with the Committee and
Management

Year-end
audit work

Interim
audit
work
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Present
audit
planning
report

December 2021
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Appendices
Appendices
Appendix 1: Required communications
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Appendix 1: Required communications
Auditors’ report

Engagement letter

A copy of our draft auditors’ report setting out the conclusion of our audit
will be provided at the completion of the audit.

The objectives of the audit, our responsibilities in carrying out our audit, as well
as management’s responsibilities, are set out in the engagement letter
provided to management.

Audit findings report

Management representation letter

At the completion of the audit, we will provide our findings report to the
Committee.

We will obtain from management certain representations at the completion of
the audit. In accordance with professional standards, a copy of the
representation letter will be provided to the Committee.

Independence

Internal control deficiencies

At the completion of our audit, we will re-confirm our independence to the
Committee.

Control deficiencies identified during the audit will be communicated to
management and the Committee.

Audit Planning Report

Page 13 of 14

P a g e | 11

kpmg.ca/audit
© 2021 KPMG LLP, an Ontario limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license
by the independent member firms of the KPMG global organization.

KPMG member firms around the world have 227,000 professionals in 146 countries.
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