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To the Members of the Corporate Services Committee of the City
of Owen Sound

We are pleased to provide you with this planning report to highlight and explain key issues which we believe to be
relevant to the audit of the City of Owen Sound (the “City”) for the year ended December 31, 2022.

The enclosed planning report includes our approach to your audit, the significant risks we have identified and the terms
of our engagement. At the year-end meeting, we will provide you with a copy of our draft audit opinion and discuss the
nature, extent, and results of our audit work. We will also report any significant internal control deficiencies identified
during our audit and reconfirm our independence.

Our audit and therefore this report will not necessarily identify all matters that may be of interest to the Members of
the Corporate Services Committee in fulfilling its responsibilities. This report has been prepared solely for the use of the
Corporate Services Committee and should not be distributed without our prior consent. Consequently, we accept no
responsibility to a third party that uses this communication.

We look forward to completing our draft audit report opinion and discussing our conclusions with you. In the meantime,
please feel free to contact us if you have any questions or concerns.

Yours truly,

Chartered Professional Accountants, Licensed Public Accountants
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EXECUTIVE SUMMARY
Your BDO Audit Team

Traci Smith, CPA, CGA, LPA will be the lead on the
engagement team, supported by experts as deemed
necessary.  Please refer to page 4 for contact information
should you have any questions or concerns regarding the
financial statement audit.

Timeline

The audit is scheduled to start on August 14, 2023 with final
completion scheduled for the middle of September.  See the
Audit Timeline section of the report for the detailed
milestones.

Auditor’s Responsibilities – Financial Statements

Our overall responsibility is to form and express an opinion
on the financial statements. The performance of this audit
does not relieve management or those charged with
governance of their responsibilities. Please see the attached
engagement letter in Appendix A for specific details
regarding the scope of our work.

Materiality

We have determined that materiality for the current year
audit will be based on 3% of total average revenues.
Preliminary materiality is $1,700,000 for the year ended
December 31, 2022 and is based on preliminary numbers.

Audit Process

Our overall audit strategy is based on our understanding of
the Municipality. Our risk base audit approach is described
in detail on Pages 9-11.

Significant Risks and Planned Responses

Our audit is focused on risks specific to your organization
and key accounts. These are described in more detail on
page 7. Specifically, we have identified the following areas
on which to focus:

 Government transfers
 Control environment (management override of control)
 Payroll

Auditors Responsibilities – Fraud

Through our planning process, and prior years’ audits, we
have developed an understanding of your oversight
processes.  We are not currently aware of any fraud
affecting the Municipality. Please see Page 6 for
clarification of the auditor’s responsibilities for detecting
fraud.

If you are aware of changes to processes or are aware of
any instances of actual, suspected, or alleged fraud
affecting the Municipality, we request that you provide us
with this information.
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YOUR DEDICATED BDO AUDIT TEAM
In order to ensure effective communication between the
Corporate Services Committee and BDO Canada LLP, the
contact details of the engagement team are outlined
below. We attempt to provide continuity of service to our
clients to the greatest extent possible. When changes are
required for key members of the engagement team, we will
discuss this matter with Management and determine the
appropriate new individual(s) to be assigned to the
engagement based on particular experience, expertise,
and engagement needs.

AUDIT TIMELINE
The following schedule outlines the anticipated timing of
the audit of the financial statements of the Municipality.

As part of the year end Corporate Services Committee
meeting, we will provide the Corporate Services
Committee with a copy of our draft audit opinion, discuss
our findings, including significant estimates utilized by
management, accounting policies, financial statement
disclosure, and significant transactions completed during
the year. We will also report any significant internal
control deficiencies identified during our audit and
reconfirm our independence.

NAME ROLE PHONE
NUMBER EMAIL

Traci Smith Engagement
Partner

519-376-
1708

tsmith@bdo.ca

Vicky
Watson

Senior
Manager

226-279-
2438

vwatson@bdo.ca

Erin
DeRuyter

Audit In-
Charge

226-279-
2446

ederuyter@bdo.ca

Priya
Mahindru

Audit
Assistant

226-279-
2448

pmahindru@bdo.ca

ACTION TIMING

Audit planning and interim
fieldwork

July 2023

Audit fieldwork commences August 14, 2023

Meeting with management and
BDO

Mid-September 2023

Present final report to the
Corporate Services Committee

September 2023

Release of audit report September 2023
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AUDITOR’S RESPONSIBILITIES: FINANCIAL STATEMENTS
We are responsible for forming and expressing an opinion on the financial statements that have been prepared by
management, with oversight by those charged with governance.  The audit of the financial statements does not relieve
management or those charged with governance of their responsibilities. The scope of our work, as confirmed in our
engagement letter attached as Appendix A to this letter, is set out below:

Year-End Audit Work

 Work with management towards the timely issuance of the financial statement and required returns.

 Provide timely and constructive management letters. This will include deficiencies in internal control identified
during our audit.

 Present significant findings to the Corporate Services Committee including key audit and accounting issues, any
significant deficiencies in internal control and any other significant matters arising from our work.

We are required to obtain an understanding of the system of internal control in place in order to consider the adequacy
of these controls as a basis for the preparation of the financial statements, to determine whether adequate accounting
records have been maintained and to assess the adequacy of these controls and records as a basis upon which to design
and undertake our audit testing.

We are required to report to you in writing about any significant deficiencies in internal control that we have identified
during the audit.

We have complied with relevant ethical requirements and are not aware of any relationships between the City of Owen
Sound and our Firm that may reasonably be thought to bear on our independence. Our annual confirmation of
independence is attached as Appendix B to this letter.
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AUDITOR’S RESPONSIBILITIES: FRAUD
We are responsible for planning and performing the audit to obtain reasonable assurance that the financial statements
are free of material misstatements, whether caused by error or fraud, by:

 Identifying and assessing the risks of material misstatement due to fraud;

 Obtaining sufficient and appropriate audit evidence regarding the assessed risks of material misstatement due to
fraud, through designing and implementing appropriate responses; and

 Responding appropriately to fraud or suspected fraud identified during the audit.

The likelihood of 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 as well as sophisticated and carefully
organized schemes designed to conceal it.

Throughout our planning process, we performed risk assessment procedures and related activities to obtain an
understanding of the entity and its environment, including the Municipality’s internal control, to obtain information for
use in identifying the risks of material misstatement due to fraud and made inquiries of management regarding:

 Management’s assessment of the risk that the financial statements may be materially misstated due to fraud,
including the nature, extent and frequency of such assessments;

 Management’s process for identifying and responding to the risks of fraud in the organization, including any specific
risks of fraud that management has identified or that have been brought to its attention, or classes of transactions,
account balances, or disclosures for which a risk of fraud is likely to exist;

 Management’s communication, if any, to those charged with governance regarding its processes for identifying and
responding to the risks of fraud in the organization; and

 Management’s communication, if any, to employees regarding its view on business practices and ethical behavior.

We are not currently aware of any fraud affecting the organization. If you are aware of any instances of actual,
suspected, or alleged fraud, please let us know.



7

SIGNIFICANT RISK AND PLANNED RESPONSES
We have identified the following significant risks that require special audit consideration. These risks were identified
based on our knowledge of the City, our past experience, and input from management and the Corporate Services
Committee. Please review these significant risks and let us know your thoughts on these or any other areas of concern.

FINANCIAL STATEMENT
AREAS

RISKS NOTED AUDIT APPROACH

Government Transfers Significant risk that government transfers
may not be recorded properly because of
the complexity of the standard. Significant
judgment required to assess the eligibility
criteria/stipulations and the recognition or
deferral of grant revenue can affect the
annual surplus.

 Review of agreements and discussions with management.
 Confirmation of cash received and reconciliation of cash flows and

eligible expenditures.

Control Environment Management may at any time have the
opportunity to override internal controls.

 Test appropriateness of journal entries.
 Review accounting estimates for biases and evaluate the risk of

material misstatement due to fraud.
 For significant transactions that are outside the normal course of

business, evaluate the business rationale behind the transaction.

Payroll Significant risk that pay rates changes
could be unauthorized.

 Test salaries of those employees who are authorized to change
pay rates.

** Due to the new Canadian Audit Standard 315 that is discussed on page 10 we are still in the process of finalizing our risk
assessment and therefore if there are any additional significant risks added to the file we will notify management and those
charged with governance.
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MATERIALITY
We determined preliminary materiality to be $1,700,000, based on 3% of total average revenues. Performance materiality
of $1,275,000 is set at 75% of the materiality. We use performance materiality to focus our audit; identify amounts to be
examined using statistical sampling and determining key items for analytical procedures. A threshold of 10%-20% of
performance materiality is then used for substantive and analytical procedures.

Misstatements are considered to be material if they could reasonably be expected to influence the decisions of users
based on the financial statements.

Our materiality calculation is based on the City’s preliminary results. If actual results change significantly, we will
communicate those changes to the Corporate Services Committee as part of our year-end communication.

We will communicate all corrected and uncorrected misstatements identified during our audit to the Corporate Services
Committee, other than those which we determine to be “clearly trivial.”

We encourage management to correct any misstatements identified throughout the audit process.
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HOW WE AUDIT FINANICAL STATEMENTS: OUR SIX STEP AUDIT PROCESS

SCOPING
Complete a preliminary review to plan the
audit, determine the materiality level, and
define the audit scope

IDENTIFY AND ASSESS RISK

DESIGN AUDIT PROCESS

OBTAIN AUDIT EVIDENCE

FORM OPINION

REPORT
Focus on those areas of financial statements
that contain potential material misstatements
as a consequence of the risks you face

Design an appropriate audit strategy to
obtain sufficient assurance and enable us to
report on the financial statements

Perform audit procedures while maintaining
appropriate degree of professional
skepticism, to conclude whether or not the
financial statements are presented fairly

Evaluate whether we have enough evidence
to conclude that the financial statements are
free from material misstatement, and
consider the effect of any potential
misstatements found

Communicate our opinion and details of
matters on which we are required to report

1

2

3

4

5

6
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UPDATES TO OUR AUDIT PROCESS
Canadian Auditing Standard 315, Identifying and Assessing the Risks of Material Misstatement, was significantly revised
with a greater focus on more robust risk identification, assessment and response procedures. The standard is effective for
periods beginning on or after December 15, 2021. Key enhancements include:

Assessment of
inherent and
control risk

New guidance on
identifying and assessing
inherent risks (risk of
material misstatement
without consideration of
control) and control risks
(risk of control not
preventing or detecting
material misstatement)

Spectrum of
inherent risk

Additional requirement
to assess the likelihood
and magnitude of
misstatement,
considering how
inherent risk factors
impact the degree to
which inherent risk
varies

Internal
system of
control

Clarifying requirements
on indirect and direct
controls in the system
of internal control and
the need for evaluation
of design and
implementation of
controls

Use of
technology

Expanded information
on the use of
technology (IT
environment and IT
general controls) and
related risks

Standback

More explicit
standback
requirement for
evaluation of
completeness and
appropriateness of
risk assessment
process
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UPDATES TO OUR AUDIT PROCESS: IMPACT ON THE AUDIT
Impact on Auditors Impact on Clients

Audit team will need to spend more time in
the field and/or will need to speak to

personnel not previously accessed in the
past

More up-fron questions for you at planning
ans  face-to-face meetings to gather

information

Requirement to access IT personnel not
previously accessed in the past

More robust discussions with Council,
committees and Boards about increased

risk identification

More inquiry, observation, and inspection
procedures, especially for risks related to

the use of technology

More robust risk identification and
assessment

Audit procedures focused on addressing
risks identified

More consistent and effective audits with
improved responses to identified risks

improving audit quality for all
stakeholders
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BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

Tel: (519) 376-6110
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BDO Canada LLP
BDO Building, 1717 2nd Avenue East
Suite 300 P.O. Box 397
Owen Sound, Ontario
N4K 5P7

August 16, 2023

Members of the Members of the Corporate Services Committee
The City of Owen Sound

Dear Members of the Members of the Corporate Services Committee:

We have been engaged to audit the consolidated financial statements of The City of Owen Sound
(the “City”) for the year ended December 31, 2022.

Canadian generally accepted auditing standards require that we communicate at least annually
with you regarding all relationships between the City and our Firm that, in our professional
judgment, may reasonably be thought to bear on our independence.

In determining which relationships to report, the standards require us to consider independence
rules and interpretations of the CPA profession and relevant legislation.

We have prepared the following comments to facilitate our discussion with you regarding
independence matters arising since November 1, 2022, the date of our last letter.

We are aware of the following relationships between the City and us that, in our professional
judgment, may reasonably be thought to have influenced our independence. The following
relationships represent matters that have occurred from November 1, 2022 to August 16, 2023.

 We have provided advice and comments to management regarding several financial
statement measurement, presentation and disclosure matters.

 We have provided assistance in the preparation of the consolidated financial statements,
including adjusting journal entries and/or bookkeeping services. These services created a
self-review threat to our independence since we subsequently expressed an opinion on
whether the consolidated financial statements presented fairly, in all material respects, the
financial position, results of operations and cash flows in accordance with Canadian Public
Sector Accounting Standards.

 We, therefore, required that the following safeguards be put in place related to the above:

 Management provided us with a trial balance and draft consolidated financial
statements, including notes, prior to completion of our audit.

 Management created the source data for all the accounting entries.

 Management developed any underlying assumptions required with respect to the
accounting treatment and measurement of the entries.

 Management reviewed advice and comments provided and undertook their own
analysis considering the City’s circumstances and generally accepted accounting
principles.

 Management reviewed and approved all journal entries prepared by us, as well as
changes to financial statement presentation and disclosure.
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 Members of our Firm providing bookkeeping services did not participate on the audit
engagement team.

 Someone other than the preparer reviewed the proposed journal entries and
consolidated financial statements.

This letter is intended solely for the use of the Members of the Corporate Services Committee,
management and those charged with governance of the City and should not be used for any other
purpose.

Yours truly,

Chartered Professional Accountants, Licensed Public Accountants



APPENDIX C: BDO RESOURCES FOR PUBLIC SECTOR ENTITIES

Sector insights to shape your Municipality:

Our public sector leaders are thinking about the big questions facing the sector—from staying compliant with regulation
to updates on changing financial reporting standards. Our team combines sector-leading assurance, advisory, and tax
expertise to bring you key insights.

PSAS Accounting Knowledge Centre
https://www.bdo.ca/en-ca/services/assurance-and-accounting/a-a-knowledge-centre/psas/

Public Section Accounting Standards Update 2022
https://www.bdo.ca/en-ca/insights/assurance-accounting/psas/psas-update-2022/

The BDO Local & Municipal Governments Resource Centre
https://www.bdo.ca/en-ca/industries/public-sector/local-government/

For more on these and other key issues facing your business, please reach out to your engagement partner. They will be
happy to put you in touch with the BDO professional who can best help you.


