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The meeting of the Audit Committee was held on Wednesday, October 19, 2016 in the 
Mulock Room, 395 Mulock Drive, Newmarket.

Members Present: Mayor Van Bynen (8:30 to 9:21 a.m.)
Councillor Bisanz
Councillor Hempen
Cristine Prattas, Chair
Terrance Alderson
Michael Tambosso

Staff Present: R.N. Shelton, Chief Administrative Officer
E. Armchuk, Commissioner of Corporate Services
T. Kyle, CEO, Newmarket Public Library 
M. Mayes, Director, Financial Services/Treasurer
D. Schellenberg, Manager of Finance & Accounting 
C. Finnerty, Council/Committee Coordinator

Guests: Mr. Michael Jones, BDO Canada LLP (8:30 to 9:33 a.m.)
Ms. Trudy White, BDO Canada LLP (8:30 to 9:33 a.m.)

The meeting was called to order at 8:30 a.m.

C. Prattas in the Chair.  

Additions and Corrections to the Agenda

None.

Declarations of Pecuniary Interest

None.

Approval of Minutes

1. Audit Committee Minutes and (Closed Session) Minutes of June 15, 2016.

Moved by:       Michael Tambosso
Seconded by: Mayor Van Bynen

THAT the Audit Committee Minutes of June 15, 2016 be approved. 
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Carried

Moved by:       Michael Tambosso
Seconded by: Terrance Alderson

THAT the Audit Committee (Closed Session) Minutes of June 15, 2016 be approved. 

Carried

Items

2. Term Appointment. 

The Director of Financial Services provided background information. 

Moved by:       Mayor Van Bynen
Seconded by: Terrance Alderson

THAT BDO Canada LLP be appointed as the Town of Newmarket Auditors for a one 
year term.

Carried

3. Update on Newmarket Risk Assessment Audit.

The Commissioner of Corporate Services provided an overview of the risk 
assessment activities that have been conducted, including scope of the review, 
recommendations and impacts associated to risk and vulnerabilities, and to 
update the risk assessment conducted in 2011.  A preliminary summary has 
been drafted. Departments are currently reviewing the results to ensure 
consistency in the reporting, though overall, with few departmental exceptions, 
areas have been identified as low risk.  The Chief Administrative Officer advised 
of further opportunities to use the auditor, in addition to shared resourcing with 
the N6.  It is anticipated that the auditor will attend to provide an overall review of 
the results, typically at the June meeting.  Discussion ensued regarding 
identification and removal of any identified risks and associated responsibilities 
and cyber risk.  

Moved by:       Councillor Bisanz
Seconded by: Terrance Alderson

THAT the verbal update by the Commissioner of Corporate Services be received.

Carried
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4. Mr. Michael Jones and Ms. Trudy White, BDO Canada LLP addressed those 
present with a review of the 2016 Audit Plan and summarized the areas related 
to Newmarket-Tay Hydro, including communication with their auditor, materiality 
thresholds and associated components, including the BIA, Library Board, Town 
and Newmarket-Tay Hydro, areas of interest, planned audit approach, fraud, 

Discussion ensued regarding the audit approach, procedures, areas of risk, 
including management override, fraud and post-employment benefits. With an 
understanding of the risks, it is possible to place controls on the risk areas.  The 
audit plan doesn’t typically change on an annual basis, if no substantive changes 
occur to municipal procedures or if there are no incidents.  Discussion regarding 
safe boxes at kiosk locations, e-deposit for cheques, transition to the new bank, 
gas tax payments, compliance with respect to the gas tax payments, life 
expectancy of roads infrastructure, life of service for roads and maintenance 
periods and dollar value of assumed roads, using fair market value, with 
separate values on the underground and surface, accounting changes for the 
downtown BIA, using accrued accounting, amendments to the useful life of 
watermain and sewers in order to coincide the life span used for asset 
management, any fraud issues reported to the CAO, of which none have been 
reported, accountability officers, audit timing, which has yet to be finalized, fees, 
engagement letter, brochure and PSAB updates for 2017.

Discussion ensued regarding monitoring and implementation of PSAB 
standards, hours on the file by the Manager and Partner, list of audit committee 
responsibilities, audit Committee not seeing the annual report, to be removed 
from document, asset replacement fund updates to guidelines, including 
consolidation and whether that will impact the audit or financial statements, most 
significant fraud risk – not many, but management override is the most 
significant risk, though controls are in place, whether the Town’s insurance policy 
is sufficient to handle any theft, management override and whether it’s a 
standard whistleblower.

A review of the engagement letter was conducted.   

Discussion ensued regarding materiality, litigation against the Town, service and 
whether it’s exceptional or just checking the box, staff preparation for the audit, 
discussions regarding RFP preparation for the audit services, need for an RFP, 
partner rotation policy, have a meeting before June to discuss RFP, joint with N6 
or not, feedback on internal auditor, liability of the management selecting the 
auditor. 

Moved by:       Michael Tambosso
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Seconded by: Terrance Alderson

THAT the presentation by Mr. Michael Jones and Ms. Trudy White, BDO Canada LLP 
regarding a review of the 2016 Audit Plan be received.

Carried

Closed Session 

C. Prattas advised that there was no requirement for a Closed Session.

New Business

None. 

Adjournment

Moved by:       Terry Alderson
Seconded by:  Councillor Bisanz

THAT the meeting adjourn.

Carried

There being no further business, the meeting adjourned at 10:07 a.m.

Date Cristine Prattas, Chair
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The Corporation of the Town of 
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Final Report to the Audit Committee 
 
June 21, 2017 
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STATUS OF THE AUDIT 
 
As of the date of this final report, we have substantially completed our audit of the 2016 
consolidated financial statements pending the completion of the items highlighted below.  These 
items will need to be completed prior to issuance of our audit report on the consolidated financial 
statements. 
 
 
 
COMPLETION OF AUDIT 

• Receipt of signed Management representation letter 
• Receipt of outstanding legal confirmations 
• Subsequent events review through to financial statement approval date 

 
 

FINANCIAL STATEMENTS 

• Approval of consolidated financial statements by the Council 
 

 
We conducted our audit in accordance with Canadian generally accepted auditing standards.  The 
objective of our audit was to obtain reasonable, not absolute, assurance about whether the 
consolidated financial statements are free from material misstatement.  The scope of the work 
performed was substantially the same as that described in our Planning Report to the Audit 
Committee dated October 19, 2016. 
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INDEPENDENCE 
 
At the core of the provision of external audit services is the concept of independence.  Canadian 
generally accepted auditing standards require us to communicate to the Audit Committee at 
least annually, all relationships between BDO Canada LLP and its related entities and The 
Corporation of the Town of Newmarket and its related entities that, in our professional 
judgment, may reasonably be thought to bear on our independence with respect to the audit of 
the Town. 
 
Our annual letter confirming our independence was previously provided to you.   We know of no 
circumstances that would cause us to amend the previously provided letter. 
 

MATERIALITY 
Misstatements, including omitted financial statement disclosures, are considered to be material 
if they, individually or in aggregate, could reasonably be expected to influence the economic 
decisions of users taken on the basis of the consolidated financial statements.   
 
 
As communicated to you in our Planning Report to the Audit Committee, preliminary materiality 
was set as outlined below.  Final materiality had changed to $1,458,000 for The Corporation of 
the Town of Newmarket and $1,215,000 for Newmarket Hydro holdings Inc. 
 

 
 

 
Materiality 

The Corporation of the Town of Newmarket $ 1,260,000 

Newmarket Hydro holdings Inc. $ 1,050,000 
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AUDIT FINDINGS 
 
As part of our ongoing communications with you, we are required to have a discussion on our 
views about significant qualitative aspects of the Town's accounting practices, including 
accounting policies, accounting estimates and financial statement disclosures. In order to have 
a frank and open discussion, these matters will be discussed verbally with you.  A summary of 
the key discussion points are as follows: 
 
ACCOUNTING AND AUDIT MATTERS 

Revenue Recognition 

A common significant risk in all audit engagements is the risk of Management’s override of 
controls and fraud risk that may occur in the revenue cycle.  Management has monitoring 
controls over journal entries and reviews its revenue recognition. 

In accordance with auditing standards, BDO has performed specific procedures that include 
testing journal entries, reviewing accounting estimates for biases, and obtaining and 
evaluating the business rationale for transactions that are outside the normal course of 
business for the Town, if any. 

BDO also reviewed deferred revenue to ensure the balance was complete and accurate. BDO 
examined related income statement accounts and revenue recognition policies. 

No issues were noted. 

 

 

Contaminated Sites 

BDO reviewed management’s assessment for any contaminated sites in accordance with the 
new accounting standards. It is management’s assessment that there is no liability related to 
contaminated sites. BDO reviewed management’s assessment and no issues were noted. 

 

Employee Future Benefits 

As described in our Planning Letter, post employee benefits were an area of concern. BDO 
received the actuarial report, and reviewed the reasonableness of assumptions used by the 
actuary and management to calculate the post employee benefits. Per our review of the 
actuarial report, the assumptions used by the actuary and management and the accrual were 
determined to be reasonable. 
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Contributions from Developers 

BDO reviewed the assumptions and replacement costs for the contributions from developers 
and determined that they were reasonable. 

 

 
UNADJUSTED DIFFERENCES 
 
We have disclosed all unadjusted differences identified through the course of our audit 
engagement.  Each of these items has been discussed with Management.   

Management has determined that the unadjusted differences are immaterial both individually 
and in aggregate to the consolidated financial statements taken as a whole.  Should the Audit 
Committee agree with this assessment, we do not propose further adjustments.   

 

For purposes of our discussion, a summary of unadjusted differences has been presented in 
Appendix B. 

 
 
MANAGEMENT REPRESENTATIONS 
 
During the course of our audit, management made certain representations to us.  These 
representations were verbal or written and therefore explicit, or they were implied through the 
consolidated financial statements.  Management provided representations in response to specific 
queries from us, as well as unsolicited representations.  Such representations were part of the 
evidence gathered by us to be able to draw reasonable conclusions on which to base our audit 
opinion.  These representations were documented by including in the audit working papers 
memoranda of discussions with management and written representations received from 
management. 
 
 
We will provide you a copy of the management representation letter which summarizes the 
representations we have requested from management.  
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FRAUD DISCUSSION 
Canadian generally accepted auditing standards require us to discuss fraud risk with the Audit 
Committee on an annual basis.  As an update to the discussion held with the Audit Committee 
during the planning of our audit, we have prepared the following comments: 
  

 
Required Discussion 

 
 

BDO Response 
 Question to Audit 

Committee 

Details of existing 
oversight processes 
with regards to fraud. 

 Based on our discussions during the 
planning of our audit, the Audit 
Committee’s oversight processes 
include: 

• Audit Committee charters; 
 

• Discussions at Audit Committee 
meetings; 
 

• Review of related party 
transactions; and 

 

• Consideration of tone at the top. 

 Are there any new 
processes or changes 
in existing processes 
relating to fraud 
since the date of our 
previous discussions, 
that we should be 
aware of? 

Knowledge of actual, 
suspected or alleged 
fraud. 

 Currently, we are not aware of any 
actual, suspected or alleged fraud. 

 Are you aware of any 
instances of actual, 
suspected or alleged 
fraud affecting the 
Town? 

 
AUDITORS’ RESPONSIBILITIES FOR DETECTING FRAUD 
 
We are responsible for planning and performing the audit to obtain reasonable assurance that 
the consolidated financial statements are free of material misstatements, whether caused by 
error or fraud.  
 
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 schedules designed to conceal 
it. 
 
The scope of the work performed was substantially the same as that described in our Planning 
Report to the Audit Committee dated October 19, 2016.  
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INTERNAL CONTROL MATTERS 
During the course of our audit, we performed the following procedures with respect to the 
Town’s internal control environment: 

• Documented operating systems to assess the design and implementation of control 
activities that were relevant to the audit. 

• Discussed and considered potential audit risks with management. 

The results of these procedures were considered in determining, the extent and nature of 
substantive audit testing required. 
 
We are required to report to you in writing, significant deficiencies in internal control that we 
have identified during the audit.  A significant deficiency is defined as a deficiency or 
combination of deficiencies in internal control that, in the auditor's professional judgment, is of 
sufficient importance to merit the attention of those charged with governance.  
 
As the purpose of the audit is for us to express an opinion on the Town’s consolidated financial 
statements, our audit cannot be expected to disclose all matters that may be of interest to you 
and, as a result, the matters reported may not be exclusive.  As part of our work, we considered 
internal control relevant to the preparation of the consolidated financial statements such that 
we were able to design appropriate audit procedures.  This work was not for the purpose of 
expressing an opinion on the effectiveness of internal control. 
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OTHER REQUIRED COMMUNICATIONS 

Professional standards require independent auditors to communicate with those charged with 
governance certain matters in relation to an audit.  In addition to the points communicated 
within this letter, the table below summarizes these additional required communications. 

Communication Required  Auditors’ Response 

Potential effect on the financial statements of any 
material risks and exposures, such as pending litigation, 
that are required to be disclosed in the consolidated 
financial statements. 

 No such items noted. 

The final draft of the representation letter.  Provided to management 

Material uncertainties related to events and conditions 
that may cast significant doubt on the Town’s ability to 
continue as a going concern. 

 No such items noted. 

Disagreements with management about matters that, 
individually or in aggregate, could be significant to the 
Town’s consolidated financial statements or our audit 
report. 

 No such instances were noted. 

Matters involving non compliance with laws and 
regulations 

 No such matters were noted. 

Significant related party transactions that are not in 
the normal course of operations and which involve 
significant judgments made by management concerning 
measurement or disclosure. 

 No such transactions were 
noted. 

Subsequent events that have caused changes to the 
audit report 

 As disclosed in the financial 
statements 

Significant matters arising from the audit that were 
discussed or subject to correspondence with 
management.   

 No such matters other than 
those discussed above. 

Significant accounting policies, estimates and 
judgments 

 As disclosed in the financial 
statements. 

Unreasonable management’s refusal to allow the 
auditor to send a confirmation request, or the inability 
to obtain relevant and reliable audit evidence from 
alternative audit procedures. 

 No such instances were noted. 

Limitation of the scope of the audit imposed by 
management. 

 No such instances were noted. 
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Findings from the group audit.  No items noted. 

Management consultation with other accountants about 
significant auditing and accounting matters. 

 No such instances of which we 
are aware. 
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APPENDIX A 
Draft Auditor’s Report 

 
 

Independent Auditor's Report 
 

 
 
To the Mayor and Councilors of The Corporation of the Town of Newmarket  
 
We have audited the accompanying consolidated financial statements of The Corporation of the Town of 
Newmarket which comprise the statement of financial position as at December 31, 2016, and the statement 
of operations and accumulated surplus, statement of changes in net assets and statement of cash flows for 
the year then ended, and a summary of significant accounting policies and other explanatory information. 
 
Management's Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with Canadian public sector accounting standards, and for such internal control 
as management determines is necessary to enable the preparation of consolidated financial statements that 
are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including 
the assessment of the risks of material misstatement of the consolidated financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity's preparation and fair presentation of the consolidated financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 
position of The Corporation of the Town of Newmarket as at December 31, 2016 and the results of its 
operations, changes in net assets, and its cash flows for the year then ended in accordance with Canadian 
public sector accounting standards. 
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Chartered Professional Accountants, Licensed Public Accountants 
 
June 26, 2017 
Newmarket, Ontario 
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APPENDIX B 
Unadjusted Differences 

 
  

49



  

 

 

SUMMARY OF UNADJUSTED DIFFERENCES 
 
The following is a summary of uncorrected misstatements noted during the course of our audit 
engagement: 
 

   Decrease (Increase) 

Assets Liabilities Equity Net Income 

Long Term Disability Benefits payable 
difference 

   $105,324   $ (105,324) 

USD exchange difference  $304,358     $ (304,358) 

         

         

Total  304,358  105,324  0  (409,682) 

Effect of Prior Year’s Reversing Errors  0  0  (103,844)  103,844 

 $ 304,358 $ 105,324 $ (103,844) $ (305,838) 
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Financial statement discussion and analysis

The consolidated financial statements provide a picture of the Town’s financial 
position as at December 31, 2016 and report the revenue and expenses for the 
year.  Besides the Town of Newmarket, the statements also include:

 Newmarket Public Library Board;
  The Main Street District Business Improvement Area;
  The Town’s proportionate share of the joint venture with the Town of 

Aurora – Central York Fire Services  

The Town’s investment in Newmarket Hydro Holdings Inc. is accounted for on a 
modified equity basis.  

A selection of financial indicators are explained below:

2016 Financial Highlights 2016 2015

Financial Position $551,260,252 $529,279,625

This term refers to the ending net position of assets in excess of all liabilities.  Positive 
balances indicate the Town's ability to cover debt obligations and to have funds set aside 
for future sustainability. Year over year the Town has improved this ratio from 2009.  
Continued focus on increasing assets and tangible capital asset additions and 
replacements, while lowering liabilities will keep this indicator on a positive trend.

Capital reserves as a % of accumulated 
amortization 8.82% 7.65%

Capital reserve contribution/amortization 105.59% 91.57%
These two ratios show the level of reserve funding for future capital purposes compared 
to the total depreciation to date and to the current rate of amortization. The more the 
Town funds capital reserves as compared to the annual amortization expense, the more 
the infrastructure gap narrows.  
The breakdown of the capital reserve contribution/amortization was as follows:

Tax-supported             80.6%
Utility (W/WW) rate supported           211.9%

The breakdown of capital reserves/accumulated amortization was as follows:
Tax-supported              -8.45%

                        Utility (W/WW) rate supported  57.70%
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2016 Financial Highlights 2016 2015 *2016
BMA Study

Receivables as % of total taxes levied 
(includes Region and School Board) 2.73% 3.16% 5.7%

Uncollected property taxes as a percentage of total taxes charged is a good indication of 
the strength of the local economy and the ability of the community to pay their annual 
taxes. The Town has a low ratio showing good economic health, increased liquidity, and 
strong controls over tax collection.  The Ministry of Municipal Affairs and Housing 
considers a ratio below 10% to be low risk.  In a financial sustainability indicator review 
of 22 municipalities in the Greater Toronto Area from the 2016 BMA study, the average 
was 5.7%.  

Asset consumption ratio 36.94% 36.29% 39.8%

The asset consumption ratio shows the value of the tangible capital assets that have 
been consumed.  Total accumulated amortization is calculated as a percentage of the 
gross cost of depreciable assets. This ratio highlights the aged condition of the Town’s 
physical assets and potential asset replacement needs.  A higher ratio may indicate 
significant replacement needs.  Out of 102 municipalities in the 2016 BMA study, the 
average was 39.8% which is considered to be moderately new.

Debt service costs as a % of own 
source revenues 4.50% 4.77%

This ratio indicates the extent to which the Town's own source revenues are committed 
to debt charges.  The Ministry of Municipal Affairs and Housing considers a ratio 
between 5% and 10% to be a moderate risk and a ratio below 5% to be low risk.  This is 
the same calculation as that used for the Annual Repayment Limit.   

*based on average results from the 2016 Municipal Study.
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Consolidated statement of financial position: 
Overview

The statement of financial position is similar to a private enterprise’s balance 
sheet. It reports the municipality’s financial position at the end of the accounting 
period (December 31).

Cash 

The Town ended the year with a cash position $39.3 million lower than that of 
2015 but $6.5 million higher than the year-end position budgeted.  Last year cash 
includes our $40 million non-redeemable guaranteed investment certificate, as it 
was due within 3 months of the end of the year and therefore considered as a 
cash equivalent.  
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Net Financial Assets

The difference between financial assets and liabilities is a strong measure of the 
financial position of the Town.  Positive balances indicate the Town’s ability to 
meet long term commitments and have funds set aside for future sustainability.  
The Town’s net financial assets were $12.8 million higher than last year’s level.  

Deferred revenue

Deferred revenue represents:
 unexpended development charge and engineering administration 

revenues;
 unspent restricted grants from the Federal and Provincial governments;
 and prepaid building permit revenue.  

In 2016, the Town collected $2.8 million in development charges and allocated 
$6.2 million to capital projects.  We deferred $386,000 in building permit revenue, 
as per our policy, as we do not deem building permit revenue to be earned until 
90 days after collection of the fees with issuance of the permit.  This is the 
average time for the building department to perform the majority of its duties and 
for the refund period to expire.  Last year’s deferred building permit fees of $1.4 
million were recognized in 2016.  

Long-term debt   

A significant component of the financial liabilities is the Town’s long-term debt.  In 
accordance with the Town’s Debt Policy, the amount of debt is limited to the 
purchase of land and other capital assets when other sources of financing are 
not available.  The Policy also limits the servicing limit (principle and interest) to 
10% of the Town’s own source revenues which is lower than the 25% limit that 
the province allows municipalities.  As part of our financial sustainability strategy, 
the debt policy will be updated in 2017.  In 2016, the Town’s actual debt servicing 
was 4.5% (2015 – 4.8%) - well within policy limits.  At an annual interest rate of 
5% with a term of 20 years, the Town could borrow another $98.2 million and still 
remain within its 10% debt servicing (borrowing) limit.  $2.8 million of principal 
was repaid in 2016.
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The Town’s long-term debt position reflects the pattern of investment in major 
infrastructure projects.  In 2017, $3.1 million of debt retirement is expected.  Debt 
represents 7.7% of the net book value of Town’s tangible capital assets (2015 – 
8.5%). 

In 2019, the debentures for the Operations Centre are scheduled to be paid off 
which account for $8 million of the repayments in that year.  
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Non-financial assets

The 2016 capital budget was $65.5 million, including carry-overs of $38.8 million.  
$61.1 million of this amount was budgeted for tangible capital assets (TCA), with 
the remainder being major repair and maintenance expenses and items below 
the threshold for TCA.  Of the TCA budget, 33% or $20.2 million was projected to 
be completed in 2016.  However, $15.6 million (25%) of TCA were added in 
2016.

One of the Town’s goals has been to develop a sustainable capital financing 
strategy.  The review has been done and included a review of the Town’s asset 
replacement funds to determine what the financial requirements will be to replace 
the Town’s assets and how the Town’s annual contributions to these reserve 
funds compare.  Additional capital levies of 0.84% (2013), 0.74% (2014), 1% 
(2015), and 0.8% (2016) were added in recent years. The 2017 contributions to 
the asset replacement funds were maintained at 2016 levels.  

The Town has a TCA policy and in 2016 the estimated useful life of underground 
assets was extended from 50 years to 80 years to better reflect their longevity 
and actual replacement cycle.  The road paved surface category was reduced 
from 25 years to 20 years to coincide with the replacement cycle of the 
associated underground assets.  The impact of these changes was a decrease of 
approximately $1.3 million in amortization expense.  

78



7

An initial asset management plan was developed in 2014 and a charter for an 
Asset Management Committee has been created.  In 2016, the focus was on 
developing an asset management strategy.      

The Town’s tangible capital assets (net of amortization expense) increased by 
$10.3 million in 2016 compared to an increase of $19.7 million in 2015.  In 2016, 
$8.2 million was spent on road related projects, $2.3 million was spent for 
Newmarket’s share of the land acquisition in Aurora for the new fire station, $1.4 
million was spend on Viva Next Infrastructure on Davis Drive, and $1.3 million 
was spent on the Old Town Hall Restoration.    
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Accumulated surplus

The accumulated surplus is the Town’s ending net position of assets in excess of 
liabilities.  The three most significant components of the accumulated surplus are 
the investment in tangible capital assets, the Town’s equity in Newmarket Hydro 
Holdings Inc., and reserves and reserve funds.

THE CORPORATION OF THE TOWN OF NEWMARKET
Notes to the Consolidated Financial Statements
December 31, 2016

Accumulated Surplus
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Reserves and reserve funds

Reserves and reserve funds are used to set aside funding for the future 
replacement of the Town’s assets, as well as other expected and unexpected 
obligations.  It is a key component of the Town’s strategy of being financially 
sustainable.  They also help to minimize potential fluctuations in the tax and utility 
rates, which is commonly referred to as Rate Stabilization.   

The large increase in 2013 was followed by a difficult year in 2014 with costs 
above the rate of inflation and unforeseen one-time costs.  Our financial 
sustainability strategy and fiscal policies placed the Town in a position where 
these unexpected events could be covered by drawing on our reserves.  

In 2015, we reclassified a portion of our long-term disability benefits obligation 
from a reserve fund to a liability and restated 2014 which resulted in a decrease 
of $4.6 million in each of the two years.   

The total of the Town’s reserves and reserve funds at the end of 2016 was $47.7 
million, an increase of $7.2 million from the beginning of the year.  The main 
factor is an increase of $4.3 million to the asset replacement reserve funds due 
to lower spending on capital projects.
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Consolidated statement of operations and surplus: 
Highlights

The consolidated statement of operations reports the annual surplus or deficit 
from operations during the year.  The statement shows the revenues recognized, 
the cost of government services provided, and the difference between them. 

Annual Surplus Reconciliation

Surplus based on operating fund $          3,323

Add: Principal payment on long-term debt 2,980,491

Contributed tangible capital assets 10,089,926

Acquisition of tangible capital assets 15,625,785

Net equity in earnings of Newmarket Hydro Holdings Inc. 1,813,742

Capital Fund revenues (194,902)

Reserves and reserve funds revenues 7,213,720

Less: Financing from future revenue (233,834)

Amortization expenses (15,114,325)

Loss on disposal of tangible capital assets (203,299)

Surplus Per Consolidated Statement of Operations $  12,406,450
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Expenses

The Town provides a wide variety of municipal services to its residents.  The 
chart below provides an overview of these services and shows the relative 
proportion of the Town’s budget that is allocated to these services.  

Some of the major services included in each category are:

General government: 
Finance, Human Resources, Information Technology, Communications, Legal, 
Customer Services, Clerks Office, Council and Executive Office expenses

Protection to persons and property: 
Fire services, Licensing, and Bylaw Enforcement

Transportation services: 
Roads and Road Maintenance, Snowplowing, Operations and Capital Projects 
Engineering

Environmental services: 
Water and Wastewater Services, and Solid Waste Collection 
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Recreational and cultural services: 
Programs and Facility costs at all Recreation Centres, Parks Maintenance, 
Library, Theatre and Museum

Planning and development: 
Planning and Building, Engineering and Development, and Economic 
Development

Schedule 2 to the Consolidated Financial Statements (pages 28-30) shows a 
breakdown of these costs by service bundle.  

Some highlights of the Town’s 2016 expenses include:

 Salaries, wages and benefits are the most significant component of the 
Town’s costs and have increased by $1.68 million over 2015.  The economic 
increase in 2016 was 1.3%.    

 Materials, goods and supplies were 9.5% higher than 2015 levels.  Minor 
capital, water meters and materials for main replacement, equipment rental, 
and repairs and maintenance are included here.  
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 Contracted and general services have increased by 5.8% from 2015 levels.  
Charges from the Region for water and wastewater are the biggest 
component of this expense category where the blended increase was 9%.  

 Capital repairs and maintenance includes capital expenses that do not meet 
the definition of TCA and annual maintenance programs.  Some examples 
include parks spot improvements, playground equipment replacement, 
playground resurfacing, sidewalk spot repairs and trail rehabilitation.  These 
expenses were 6.6% higher than 2015 levels.  Two reasons for the increase 
are the large purchase of replacement breathing apparatus for Fire, as well as 
costs for the asset management project.    

 Amortization (aka depreciation) has decreased by 8.3% over 2015.  As part 
of the implementation of our asset management plan, we reviewed our 
estimates for the expected useful life of our assets.  In 2016, the sewer and 
watermain categories were extended from 50 years to 80 years to better 
reflect their longevity and actual replacement cycle.  To coincide with the 
replacement cycle of the associated underground assets, the road paved 
surface category was reduced from 25 years to 20 years.  The impact of 
these changes was a decrease of $1.3 million in amortization expense.
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Revenues

The Town pays for the services it delivers through a variety of revenue streams 
including property taxes, user charges, government transfers, contributions from 
developers, investment income, fines, penalties and interest; rent, land sales, 
and the sale of goods.

Revenue highlights for 2016 include:

 Property taxes as a percentage of the Town’s revenue have decreased by 
2.7%.  The biggest reason for the change is the almost $12 million (10%) 
increase in total revenues compared to the 3.4% increase in property taxes.  
Supplementary taxes are difficult to predict and sustain.  Actual collections in 
2016 were only $395,000 compared to a budget of $826,000.  Over the 
previous four years we have seen a high of $1.2 million in 2013 and a low of 
$402,000 in 2012.  Higher write offs and provisions, which reduce tax 
revenues, continued the trend experienced in 2014.  While charity rebates 
have remained at relatively the same amount over the last 3 years (an 
average of $232,000), vacancy rebates increased in 2016.  An increased 
number of applications have been identified, despite a more diligent 
verification process implemented in 2015.  Municipalities are undertaking a 
review of the whole program.  The proactive assessment management plan, 
started in 2014 continued in 2015 and 2016, with a focus on open appeals.  
They have been actively investigating property inspections related to appeals 
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to try to reduce assessment loss.  As of the end of the year only 9 appeals 
were still open from prior years.    

 User charges include water and wastewater revenues, recreation program 
revenues, license fees, and building permit fees.  The majority of user 
charges are water and wastewater revenues where the average resident’s bill 
increased by 6.5% from 2015, due to a combination of an increase in the 
volumetric rate of 2.5% for water and 14% for wastewater with no increase to 
the basic monthly charge.  Building permit revenues were 52% higher than in 
2015 and 63% more than the budgeted amount.  There has been no price 
increase to the fees since 2010, yet the reserve has continued to increase 
over the last several years.  A review of the fee structure was undertaken in 
2015 by BMA Consulting which resulted in a modified fee structure in 2016.  
Fees and charges for recreation and culture programs and services were 
increased on average by 3.5% over 2015.  

 Government transfers were 33% below budget and below 2015 levels.  Most 
grant funding is only received after costs have been incurred.  There is also a 
lag between the completion of the claims and the receipt of the grant funding.  
We received $619,000 in combined grants from the Provincial and Federal 
governments for the Old Town Hall Project.  Road projects financed from the 
Federal Gas Tax were lower than budget by $2.4 million as some projects 
were not started in 2016.  Multi-year capital budgeting, a key recommendation 
that came out of the Capital Financing Sustainability Strategy, should result in 
more accurate budgeting of expenditures and the related financing.
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 Contributions from developers were $6.7 million higher than in 2015, mostly 
due to the significant level of contributed assets ($10.1 million).  Tangible 
capital assets contributed to the Town included many road segments and the 
associated infrastructure and sidewalks constructed in 2010 and 2011.  The 
assumption of subdivisions is not budgeted for, as the amounts and timing 
are difficult to predict (see the red line on Revenue by Source chart on the 
next page).  Capital fund developer contributions are mostly development 
charges (DC’s) and are driven by financing requirements for capital projects.  
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 Interest earned on the Operating Fund came in $33,000 under budget.  
Reserve Fund balances were higher than expected due to lower capital 
spending and earned an additional $248,000.  Our investments included two 
non-redeemable GIC’s totalling $45 million, as well as a number of non-
traditional investments – loan to a user group, the installation of solar panels, 
and the energy retrofit project.  The lack of a multi-year capital budget makes 
cash forecasting and long-term investing problematic. This will be addressed 
more in 2017/2018 with an updated budget target methodology.    

 Rent and Other came in significantly lower than the budget.  The full cost of 
the land, construction and design of the new fire station was budgeted by 
Newmarket, with Aurora’s portion reflected as other income.  However, each 
municipality paid for their respective share of the land directly.  Therefore, 
there was no contribution from Aurora.  The design phase did not start until 
2017.  This explains the majority (approximately $3 million) of the variance.   
In addition, some revenue contributions have not materialized or are affected 
by the timing of projects, as many of the associated capital projects have not 
started or have not been completed.  

 Land sales reflect the permanent granting of an easement to Enbridge for 
which the Town received compensation.    

 Gains (losses) on the disposal of tangible capital assets are not budgeted.  
However, when roads, trails or walkways are reconstructed any remaining 
unamortized cost represents a loss, as there are no proceeds.  
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ENABLING LEGISLATION/AUTHORIZING BY-LAW 
 
The Audit Committee is authorized under the Municipal Act, 2001, Section 296 and was 
established by Council resolution on June 19, 1995. 
 
The Audit Committee is required to adhere to the provisions outlined in the Town’s Procedural 
By-Law 2013-46, as amended from time to time, Committee Public Appointment Policy, and 
Committee Administration Policy. 
 
MANDATE 
 
The Audit Committee shall assist the Council in maintaining the financial integrity of the 
municipality. 
 
The Committee will be responsible for the following: 
 
 To provide advice and recommendations to Council with respect to the financial control 

framework including financial reporting, accounting policies, information systems integrity, 
approval processes and the safeguard of assets.  
 

 To provide advice and recommendations to Council with respect to the appointment of the 
External Auditor, the scope and timing of the audit. 

 

 To review and provide recommendations to Council regarding the annual report and 
management letter of the External Auditor.  

 

 To make recommendations with respect to the work plan of the Internal Auditor and to 
provide comment and advice with respect to the recommendations of the Internal Auditor 
respecting the issues of internal financial control.  

 

 To provide advice and recommendations to Council with respect to any special project or 
issue as requested by Council. 

 
Deliverables 
 
The Committee will accomplish its mandate by:  
 
 Recommending approval of the annual financial statements.  
 

NAME: Audit Committee  

REPORTS TO: Council  

STATUS: Advisory  

ESTABLISHED: June 19, 1995 
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 Reviewing the newly issued external auditors’ management letter with Senior Management. 
 

 Reviewing and approving the scope of the external audit. 
 

 Following up with senior management on disposition of the previous year’s external auditors’ 
management letter points. 

 
Strategic Plan Linkages 
 
The mandate meets the following Corporate Strategic Goals: 
 
 Well-equipped and managed: By focusing on Fiscal Responsibility, Leadership excellence 

and leading edge management, efficient management of capital assets and municipal 
services to meet existing and future operational needs. 

 
The mandate meets the following Council Strategic Priorities: 
 
 Efficiency/Financial Management: By ensuring effective and efficient services and 

measuring the Town’s performance.  
 
COMMITTEE COMPOSITION AND STAFF RESOURCES 
 
The Audit Committee will be composed of:  
 
 Three (3) residents  

 

 Three (3) Members of Council (Mayor and two (2) Councillors)  
 
The Audit Committee shall be supported by: 
 
 Chief Administrative Officer 

 

 Chief Executive Officer of the Newmarket Library 
 

 Commissioner of Corporate Services  
 

 Director of Financial Services/Treasurer  
 
Quorum 
 
A quorum will be the attendance of three (3) members at a Committee meeting. 
 
Qualifications 
 
Consideration shall be given to inclusion of the following qualifications during the appointment 
process:  
 
 Persons with knowledge of accounting policies 

 

 Persons with knowledge of  risk management  
 

 Persons with knowledge of financial auditing 
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FREQUENCY OF MEETINGS 
 
Three (3) times annually (or as required)  
 
BUDGET CONSIDERATION 
 
The fiscal year of the Committee shall be from January 1 to December 31. The Committee will 
work with the assigned staff resource to submit a budget request that reflects their upcoming 
year’s operating and capital needs, in keeping with corporate budget directions and timelines.  
 
WORK PLAN 
 
A report or presentation summarizing the Committee’s accomplishments shall be provided to 
Council in the fourth quarter annually. 
 
REMUNERATION 
 
None. 
 
TERM OF OFFICE 
 
A Member’s term on the Committee shall be concurrent with the Term of Council, unless 
otherwise indicated in the Committee’s Mandate, or until a successor is appointed. 
 
COMMITTEE REVIEW/SUNSET DATE 
 
Every four years to coincide with the Term of Council or when a change to legislation impacts 
the obligations and responsibilities of the Committee. 
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