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*This Audit Findings Report should not be used for any other purpose or by anyone other than the Finance and Facilities Committee. KPMG shall have no responsibility or 
liability for loss or damages or claims, if any, to or by any third party as this Audit Findings Report has not been prepared for, and is not intended for, and should not be 
used by, any third party or for any other purpose. 

Executive summary 
Purpose of this report*  
The purpose of this Audit Findings Report is to assist you, as a member of the 
Finance and Facilities Committee, in your review of the results of our audit of the 
financial statements of Middlesex-London Health Unit as at and for the year 
ended December 31, 2017. 
This Audit Findings Report builds on the Audit Plan that we provided to 
management. 

 
Changes from the Audit Plan  

There have been no significant changes regarding our audit from the Audit 
Planning Report previously presented to you. 

 

 

 

 
 

Audit risks and results  
We identified at the start of the audit a significant financial reporting risk relating 
to the presumed fraud risk over management override of controls. 
These risks have been addressed in our audit.   
 
We have identified other areas of audit focus to discuss with you. 
See pages 6-7. 

 

Adjustments and differences 
We did not identify differences that remain uncorrected.  
 
We did not identify any adjustments that were communicated to management 
and subsequently corrected in the financial statements. 
See page 8. 
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Executive summary
Finalizing the audit  
As of May 14, 2018, we have completed the audit of the financial statements, 
with the exception of certain remaining procedures, which include: 
– completing our discussions with the Finance and Facilities Committee; 
– obtaining evidence of the Board’s approval of the financial statements. 
– receipt of legal confirmation from Mckenzie Lake 
– receipt of signed management representation letter 
 
We will update the Finance and Facilities Committee, and not solely the Chair (as 
required by professional standards), on significant matters, if any, arising from 
the completion of the audit, including the completion of the above procedures. 
Our auditors’ report will be dated upon the completion of any remaining 
procedures.  

 

Control and other observations 
We did not identify any control deficiencies that we determined to be significant 
deficiencies in ICFR.  

 
 
  

Critical accounting estimates 
Overall, we are satisfied with the reasonability of critical accounting estimates.  
The critical areas of estimates relate to accrued liabilities, actuarial valuations of 
employee future benefits and useful lives of tangible capital assets, 

Independence 
We are independent with respect to the Health Unit within the meaning of the 
relevant rules and related interpretations prescribed by the relevant professional 
bodies in Canada and any other standards or applicable legislation or regulation.  
 

See Appendix 2. 

 

Significant accounting policies and 
practices  
There have been no initial selections of, or changes to, significant accounting 
policies and practices to bring to your attention. 
 

Financial statement presentation and 
disclosure 
The presentation and disclosure of the financial statements are, in all material 
respects, in accordance with the Health Unit’s relevant financial reporting 
framework. The form, arrangement, and content of the financial statements is 
considered to be appropriate. 
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Materiality  
The determination of materiality requires professional judgment and is based on a combination of quantitative and qualitative 
assessments including the nature of account balances and financial statement disclosures.  

Materiality 
determination Comments Amount 

Metrics  Relevant metrics included total revenues, total expenses and net assets.   

Benchmark Based on total expenses for the year. This benchmark is consistent with the prior 
year. 

$35,476,188 

Materiality 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 $1,070,000. 

$1,064,000 

% of Benchmark The corresponding percentage for the prior year’s audit was 3%. 3% 

Performance 
materiality 

Used 75% of materiality, and used primarily to determine the nature, timing and 
extent of audit procedures. The corresponding amount for the prior year’s audit 
was $802,500. 

 $798,000 

Audit Misstatement 
Posting Threshold 
(AMPT) 

Threshold used to accumulate misstatements identified during the audit. The 
corresponding amount for the previous year’s audit was $53,500. 
 

$53,200 

Reclassification AMPT Threshold used to accumulated reclassification misstatements. The 
corresponding amount for the previous year’s audit was $214,000. 

$212,800 
 

 
 
 

Professional standards 
require us to re-assess 
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. 
Our assessment of 
misstatements, if any, in 
amounts or disclosures at 
the completion of our audit 
will include the 
consideration of both 
quantitative and qualitative 
factors. 
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Audit risks and results 

Inherent risk of material misstatement is the susceptibility of a balance or assertion to misstatement which could be material, individually or when aggregated with other 
misstatements, assuming that there are no related controls. We highlight our findings in respect of significant financial reporting risks. 
 

Significant financial 
reporting risks Why Our response and significant findings  

Fraud risk from management 
override of controls 

This is a presumed fraud risk. 
We have not identified any 
specific additional risks of 
management override relating 
to this audit. 

 We selected and assessed a sample of journal entries recorded as part of the year-end closing 
process. 

 We considered the appropriateness of estimates made by management in the preparation of the 
financial statements.  
 

Our findings: 
No issues noted. 
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Audit risks and results 

Significant findings from the audit regarding other areas of focus are as follows:  
 

Other areas of focus Our response and significant findings  

Grants and other revenue Substantive approach: 

 Substantive analytical procedures over Grants and Other revenues. 
 Agreed significant grants from all levels of government to funding agreements. 
 Obtained supporting documentation for significant deferred revenue balances at year-end. 

Our findings: 
No issues noted. 

Salaries and benefits  Substantive approach: 

 Substantive analytical procedures over salaries and benefits, including vouching new hires and terminations to supporting 
documentation. 

Our findings: 
No issues noted. 

Post-retirement benefits 
liability  

Substantive approach: 

 Obtained copy of actuarial report directly from actuary and tied the balance to post-employment benefits liability. 
 Assessed the reasonableness of significant assumptions included in the valuation. 
 Reviewed financial statement disclosure relating to post-retirement benefits liability. 

Our findings: 
No issues noted. 
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Adjustments and differences 

Adjustments and differences identified during the audit have been categorized as “Corrected adjustments” or “Uncorrected differences”. These include disclosure 
adjustments and differences. Professional standards require that we request of management and the Finance and Facilities Committee that all identified differences be 
corrected. We have already made this request of management. 

Corrected adjustments 
We did not identify any adjustments that were communicated to management and subsequently corrected in the financial statements.  

Uncorrected differences 
We did not identify differences that remain uncorrected. 
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Control observations  

In accordance with professional standards, we are required to communicate to the Finance and Facilities Committee any control deficiencies that we identified during the 
audit and have determined to be significant deficiencies in ICFR. 
 
No significant deficiencies have been identified. 
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Appendix 1: Required communications 
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Appendix 3: Audit Quality and Risk Management 

Appendix 4: Background and professional standards 

Appendix 5: Forensic focus 

Appendix 6: Management representation letter 
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Appendix 1: Required communications 
In accordance with professional standards, there are a number of communications that are required during the course of and upon completion of our audit. These include: 
– Auditors’ report – the conclusion of our audit is set out in our draft auditors’ 

report attached to the draft financial statements 
 
 

– Management representation letter –In accordance with professional 
standards, copies of the management representation letter are provided to 
the Finance and Facilities Committee. The management representation 
letter is attached. 
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Appendix 2: Independence 
KPMG maintains a system of quality control designed to reflect our drive and 
determination to deliver independent, unbiased advice and opinions, and also 
meet the requirements of Canadian professional standards. 
 
We have prepared the following comments to facilitate our discussion with you 
regarding independence matters.  
 
The following summarizes the professional services rendered by us to the Entity  
 

Description of professional services 

Audit of the Middlesex-London Health Unit financial statements for the year 
ended December 31, 2017. 

Audit of the schedule of revenue and expenditures of the Middlesex-London 
Health Unit for the year ended December 31, 2017. 

Audit of the Middlesex-London Health Unit March 31 Programs consolidated 
financial statements for the year ended March 31, 2018. 

Professional standards require that we communicate the related safeguards that 
have been applied to eliminate identified threats to independence or to reduce 
them to an acceptable level. Although we have policies and procedures to ensure 
that we did not provide any prohibited services and to ensure that we have not 
audited our own work, we have applied the following safeguards related to the 
threats to independence listed above: 
– We instituted policies and procedures to prohibit us from making 

management decisions or assuming responsibility for such decisions 
– We obtained pre-approval of non-audit services, and during this pre-

approval process we discussed the nature of the engagement and other 
independence issues related to the services 

– We obtained management’s acknowledgement of responsibility for the 
results of the work performed by us regarding non-audit services, and we 
have not made any management decisions or assumed responsibility for 
such decisions 
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Appendix 3: Audit Quality and Risk Management 
KPMG maintains a system of quality control designed to reflect our drive and determination to deliver independent, unbiased advice and opinions, and also meet the 
requirements of Canadian professional standards.  Quality control is fundamental to our business and is the responsibility of every partner and employee. The following 
diagram summarises the six key elements of our quality control systems.  
Visit our Audit Quality Resources page for more information including access to our audit quality report, Audit quality: Our hands-on process. 
  

Independence, 
integrity, ethics 
and objectivity 

Personnel 
management 

Acceptance & 
continuance of 

clients / 
engagements 

Engagement 
performance 

standards 

Independent 
monitoring 

Other risk 
management 

quality controls 

– Other controls include: 

– Before the firm issues its audit 
report, the Engagement Quality 
Control Reviewer reviews the 
appropriateness of key elements 
of publicly listed client audits. 

– Technical department and 
specialist resources provide real-
time support to audit teams in the 
field. 

– We conduct regular reviews of 
engagements and partners. 
Review teams are independent 
and the work of every audit 
partner is reviewed at least once 
every three years. 

– We have policies and guidance to 
ensure that work performed by 
engagement personnel meets 
applicable professional standards, 
regulatory requirements and the 
firm’s standards of quality. 

– All KPMG partners and staff are 
required to act with integrity and 
objectivity and comply with 
applicable laws, regulations and 
professional standards at all 
times. 

– We do not offer services that would 
impair our independence. 

– The processes we employ to help 
retain and develop people include: 

– Assignment based on skills and 
experience;  

– Rotation of partners; 
– Performance evaluation;  
– Development and training; and 
– Appropriate supervision and 

coaching. 

– We have policies and procedures 
for deciding whether to accept or 
continue a client relationship or to 
perform a specific engagement for 
that client. 

– Existing audit relationships are 
reviewed annually and evaluated to 
identify instances where we should 
discontinue our professional 
association with the client. 
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Appendix 4: Background and professional standards  

 

Internal control over financial reporting 
As your auditors, we are required to obtain an understanding of internal control 
over financial reporting (ICFR) relevant to the preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in 
the circumstances for the purpose of expressing an opinion on the financial 
statements, but not for the purpose of expressing an opinion on internal control. 
Accordingly, we do not express an opinion on the effectiveness of internal control. 
Our understanding of ICFR was for the limited purpose described above and was 
not designed to identify all control deficiencies that might be significant deficiencies 
and therefore, there can be no assurance that all significant deficiencies and other 
control deficiencies have been identified. Our awareness of control deficiencies 
varies with each audit and is influenced by the nature, timing, and extent of audit 
procedures performed, as well as other factors. 
The control deficiencies communicated to you are limited to those control 
deficiencies that we identified during the audit. 

Documents containing or referring to the 
audited financial statements  
We are required by our professional standards to read only documents containing 
or referring to audited financial statements and our related auditors’ report that are 
available through to the date of our auditors’ report. The objective of reading these 
documents through to the date of our auditors’ report is to identify material 
inconsistencies, if any, between the audited financial statements and the other 
information. We also have certain responsibilities, if on reading the other 
information for the purpose of identifying material inconsistencies, we become 
aware of an apparent material misstatement of fact. 
We are also required by our professional standards when the financial statements 
are translated into another language to consider whether each version, available 
through to the date of our auditors’ report, contains the same information and 
carries the same meaning. 
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Appendix 5: Forensic Focus  
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Appendix 6: Management representation letter 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

 (Letterhead of Client) 
 
KPMG LLP 
Address 

Date 

Ladies and Gentlemen: 

We are writing at your request to confirm our understanding that your audit was for the purpose of 
expressing an opinion on the financial statements (hereinafter referred to as “financial statements”) 
of Middlesex-London Health Unit (“the Entity”) as at and for the period ended December 31, 2017. 

General: 

We confirm that the representations we make in this letter are in accordance with the definitions as 
set out in Attachment I to this letter. 

We also confirm that, to the best of our knowledge and belief, having made such inquiries as we 
considered necessary for the purpose of appropriately informing ourselves: 

Responsibilities: 

1) We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated 
September 15, 2016 including for: 

a) the preparation and fair presentation of the financial statements and believe that these 
financial statements have been prepared and present fairly in accordance with the 
relevant financial reporting framework. 

b) providing you with all information of which we are aware that is relevant to the 
preparation of the financial statements, such as all financial records and documentation 
and other matters, including (i) the names of all related parties and information 
regarding all relationships and transactions with related parties; and (ii) the complete 
minutes of meetings, or summaries of actions of recent meetings for which minutes 
have not yet been prepared, of shareholders, board of directors and committees of the 
board of directors that may affect the financial statements, and providing you with 
access to such relevant information. All significant board and committee actions are 
included in the summaries. 

c) providing you with additional information that you may request from us for the purpose 
of the engagement. 

d) providing you with unrestricted access to persons within the Entity from whom you 
determined it necessary to obtain audit evidence. 

e) such internal control as we determined is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or 



  

error. We also acknowledge and understand that we are responsible for the design, 
implementation and maintenance of internal control to prevent and detect fraud. 

f) ensuring that all transactions have been recorded in the accounting records and are 
reflected in the financial statements. 

g) providing you with written representations that you are required to obtain under your 
professional standards and written representations that you determined are necessary. 

h) ensuring that internal auditors providing direct assistance to you, if any, were instructed 
to follow your instructions and that management, and others within the entity, did not 
intervene in the work the internal auditors performed for you. 

Internal control over financial reporting: 

2) We have communicated to you all deficiencies in the design and implementation or 
maintenance of internal control over financial reporting of which we are aware. 

Fraud & non-compliance with laws and regulations: 

3) We have disclosed to you: 

a) the results of our assessment of the risk that the financial statements may be materially 
misstated as a result of fraud. 

b) all information in relation to fraud or suspected fraud that we are aware of and that 
affects the financial statements and involves: management, employees who have 
significant roles in internal control over financial reporting, or others, where the fraud 
could have a material effect on the financial statements. 

c) all information in relation to allegations of fraud, or suspected fraud, affecting the 
financial statements, communicated by employees, former employees, analysts, 
regulators, or others. 

d) all known instances of non-compliance or suspected non-compliance with laws and 
regulations, including all aspects of contractual agreements, whose effects should be 
considered when preparing financial statements. 

e) all known actual or possible litigation and claims whose effects should be considered 
when preparing the financial statements. 

Subsequent events: 

4) All events subsequent to the date of the financial statements and for which the relevant 
financial reporting framework requires adjustment or disclosure in the financial statements 
have been adjusted or disclosed. 

Related parties: 

5) We have disclosed to you the identity of the Entity’s related parties. 
6) We have disclosed to you all the related party relationships and transactions/balances of 

which we are aware. 



  

7) All related party relationships and transactions/balances have been appropriately accounted 
for and disclosed in accordance with the relevant financial reporting framework. 

Estimates: 

8) Measurement methods and significant assumptions used by us in making accounting 
estimates, including those measured at fair value, are reasonable. 

Going concern: 

9) We have provided you with all information relevant to the use of the going concern 
assumption in the financial statements. 

Non-SEC registrants or non-reporting issuers: 

10) We confirm that the Entity is not a Canadian reporting issuer (as defined under any 
applicable Canadian securities act) and is not a United States Securities and Exchange 
Commission (“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 2002). We also 
confirm that the financial statements of the Entity will not be included in the consolidated 
financial statements of a Canadian reporting issuer audited by KPMG or an SEC Issuer 
audited by any member of the KPMG organization. 

Yours very truly, 

 

_______________________________________ 
Brian Glasspoole, Manager, Finance 

_______________________________________ 
Dr. Christopher Mackie, MD, Medical Officer of Health and Chief Executive Officer



  

Attachment I – Definitions 

Materiality 

Certain representations in this letter are described as being limited to matters that are material. 
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. Judgments about materiality are made in light of surrounding 
circumstances, and are affected by the size or nature of a misstatement, or a combination of both. 

Fraud & error 

Fraudulent financial reporting involves intentional misstatements including omissions of amounts or 
disclosures in financial statements to deceive financial statement users. 

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false 
or misleading records or documents in order to conceal the fact that the assets are missing or have 
been pledged without proper authorization. 
An error is an unintentional misstatement in financial statements, including the omission of an 
amount or a disclosure. 

Related parties 

In accordance with Canadian accounting standards for not-for-profit organizations, related party is 
defined as: 

 when one party has the ability to exercise, directly or indirectly, control, joint control or 
significant influence over the other. Two or more parties are related when they are subject 
to common control, joint control or common significant influence. Two not-for-profit 
organizations are related parties if one has an economic interest in the other. Related 
parties also include management and immediate family members 

In accordance with Canadian accounting standards for not-for-profit organizations, a related party 
transaction is defined as: 

 a transfer of economic resources or obligations between related parties, or the provision of 
services by one party to a related party, regardless of whether any consideration is 
exchanged. The parties to the transaction are related prior to the transaction. When the 
relationship arises as a result of the transaction, the transaction is not one between related 
parties.  
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