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CITY OF RICHMOND

REPORT TO COUNCIL

TO: Richmond City Council DATE: June 23rd, 2000
FROM: Councillor Ken Johnson, Chair

Finance Select Committee
FILE: 1200-02

RE: AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31,
1999 AND MANAGEMENT LETTER

The Finance Select Committee, at its meeting held on Thursday, June 15th, 2000, considered the
attached memorandum, and recommends as follows:

COMMITTEE RECOMMENDATION

(1) That the memorandum (dated June 7th, 2000 from the Director of Finance),
regarding the Audited Financial Statements for the Year Ended December 31st,
1999 and Management Letter, be forwarded to Council for information; and

(2) That the Director of Finance place a notice in the City Notice Board, indicating that
a public meeting on the Audited Financial Statements for the Year Ended
December 31st, 1999 and Management Letter statements will be held on Monday,
June 26th, 2000.

Councillor Ken Johnston, Chair
Finance Select Committee
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CITY OF RICHMOND
FINANCE & CORPORATE SERVICES DIVISION

MEMORANDUM

TO: Finance Select Committee DATE: June 7, 2000
FROM: Danley J. Yip, C.A.

Director of Finance
FILE: 1200-02

RE: Audited Financial Statements for the Year Ended December 31, 1999 and
Management Letter

The City of Richmond’s financial statements for the year ended December 31, 1999 were audited
by KPMG LLP, Chartered Accountants and an Auditors’ Report was issued on March 28, 2000
(see attached Attachment 1).

The primary purpose of their audit was to form an opinion on the City’s financial statements and
obtain reasonable assurance that the financial statements were free of material misstatement.
Also, the audit included an examination, on a test basis, evidence supporting the amounts and
disclosures in the financial statements.  Furthermore, the audit involved the assessment of the
accounting principles used and any significant estimates made my City staff management as well
as the overall evaluation of the financial statement presentation.

As part of the audit engagement, KPMG prepares a Management Letter (see Attachment 2), which
brings attention to certain matters, which they have encountered in the course of their work in
reviewing the City’s financial systems and related internal controls. The Management Letter
includes comments and recommendations provided by KPMG as well as an opportunity for City
Staff to respond accordingly.

Don Matthew, the KPMG Partner for this audit engagement will be in attendance at the Finance
Select Committee meeting on June 15, 2000 to discuss the City’s audited financial statements for
the year ended December 31, 1999 and the Management Letter.

If you should have any questions prior to the meeting, please do not hesitate to contact Don
Matthew (ph: 214-3931) or myself (ph: 276-4365).

Danley J. Yip, C.A.
Director of Finance

DJY:djy
Att. 2
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KPMG LLP
Chartered Accountants
Sutte  400  Norrh T o w e r
5811  Cooney  Road
Richmond BC V6X  3M1
C a n a d a

Te lephone  (604 )  214 -3900 
  Telefax (604) 273-3109

www.kpmg.ca

AUDITORS’ REPORT

To the Mayor and Members of Council,
City of Richmond

We have audited the consolidated balance sheet of the city of Richmond as at December 31, l999
and the consolidated statements of revenues. expenditures,  and surplus  and cash flows for the year
then ended. These financial statements are the responsibility of the City’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit  to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit  includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit  also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material  respects, the
financial position of the City as at December 31, 1999 and the results of its operations and its cash  
flows for the year then ended in accordance with the accounting principles disclosed in note 1 to the 
consolidated financial statements. As required by the Municipal Act (British Columbia), we report that,
in our opinion, these principles have been applied on a basis consistent wtth  that of the preceding
year.

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements taken as a whole. The current year’s supplementary information included in Schedules 1
through 3 is presented for purposes of additional analysis and is not a required part of the
consolidated financial statements. Such supplementary information has been subjected to the
auditing procedures applied in the audit of the consolidated financial statements and, in our opinion, is 
fairly  stated in all material respects in relation to the consolidated financial statements taken es a
whole.

Chartered Accountants

Richmond, Canada
March 23,2000
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KPMG LLP

Chartered Accountants
   Suite 400 North Tower

5811 Cooney Road

Rlchmand BC  V6X  3M1

C a n a d a

ATTACHMENT 2

Telephone (604) 214-3900  

Telefax  (604) 273-3109 

www.kpmg.ca
91731

PRIVATE & CONFIDENTIAL  
Mr. Jim Bruce
Finance & Corporate Services Administrator
The City of Richmond
6911 No. 3 Road
Richmond BC V6Y 2Cl

April 25, 2000

Dear Mr. Bruce

We recently completed our examination of the financial statements of the City of Richmond (the
‘City”) for the year ended December 31, 1999. The primary purpose of our examination is to
enable us to form an opinion on the financial statements of the City for the year ended December
31, 1999. As part of our examination, we reviewed and tested the City’s financial systems and
related internal controls as required by Canadian generally accepted auditing standards. Our
study and evaluation with respect to these financial  systems was not designed for the purpose of
expressing an opinion on internal controls. It would not necessarily disclose all weaknesses in the
systems. The purpose of this letter is to bring to your attention certain matters which were
encountered in the course of our work and to offer our comments and recommendations.

We have not reviewed these matters since March 28, 2000,  the date of our auditors’ report. These
comments, by their nature, are critical, as they relate solely to weaknesses and do not address the
many strong features and controls within the City’s systems. We would be pleased to discuss our
comments and recommendations with you and to assist you with the implementation of the
recommendations.

We would like to take this opportunity to thank you and the staff for the helpful and courteous
manner in which we were treated during the course of our audit.

Yours very truly

Don Matthew
Partner
(604) 214-3931

Enclosures

c c : George Duncan, City Adminisfrator
Greg Halsey-Brandt, Mayor and Chairman General Purposes Committee

9113LIWMLP.doc



1) Accrued Interest

2)

The timing of revenue recognition for investment  income does not always match the
timing of when  it is earned. This issue was raised last year and procedural changes
were made and agreed to by management and the auditors. However, during our
audit, it was noted that for 1999 the procedures had not been applied correctly such
that year end calculations and working papers had to be redone by City staff.

Recommendation

The revised calculations and working papers were prepared correctly and such
analysis should be done this way in future years.

i) For the I999 year, the City’s policy is  to defer and amortize  premium  amounts
greater than $50,000  over the term of the investment. Amounts less  than $50,000
are to be expensed against interest income for  the year. In  addition,
discounts/coupons  greater than $50,000  are to be deferred and amortized  over
the term of the investment. Amounts less than $50,000 are to be recognized  as
interest income in the year.

ii) The poIicy  adopted by the City for  1999 and thereafter is to calculate accrued
interest receivable at the year end on a compounding basis rather than on a
straight-line basis. Any errors found have been corrected by  staff  prior to the
finalization  of the  financial statements.

Interest Allocation

Observation

The City used the 1998 average rate of return on investments to determine its
threshold when allocating investment income to its various funds and reserves. As
the average rate of return in 1998 is different than that for 1999, investment income
was misallocated to funds and reserves. Although the differences were  not material,
the fund and reserve balances were misstated.

Recommendation:

The City should ensure that the appropriate average rate of return is used to allocate
investment income to its funds and reserves.

Management Response:

We concur with the above recommendation.
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B) CAPITAL ASSETS

1) Non-City Sources of Funding

Observation

The City receives donations, contributions, and grants from outside sources. Grants
are recorded in the Work in Progress (WIP)  Grant Revenue Sharing account while all
other non-city sources of funding are recorded in the WIP Investment account.
However, when a project is capitalized, the WIP Grant Revenue Sharing account is
credited for the entire amount of the non-city sources of funding, consequently
causing the WIP Grant Revenue Sharing account to be understated and the WIP 
Investment account to be overstated. Although it has no effect on the financial
statements and we understand this accounting is done as a way of tracking these
sources of funding, this should be properly accounted for in order to have correct
account balances.

Recommendation

When a project is capitalized,  the City should credit the WIP  Grant Revenue Sharing
account for the amount of non-city sources of funding related to grants, and credit the

 WIP Investment account for the remaining non-city sources of funding.

This item has been canied forward from the previous year. The accounts mentioned
are never reviewed individually and as noted by the auditors, it has no effect  on the
financial statements. We are in the process of reviewing our current accounting
procedures regarding WIP Grant Revenue Sharing and WIP  Investment and the
account balances will be retroactively corrected.
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