§@% STAFF REPORT
- 7 A ACTION REQUIRED

PricewaterhouseCoopers LLP Consolidated Financial Statements Audit
Plan for the Year Ended December 31, 2017

Date: December 13, 2017

To: TTC Audit & Risk Management Committee
From: Chief Executive Officer

Summary

This report from the TTC’s external auditors, PricewaterhouseCoopers LLP (PwC)
outlines the audit plan for the audit of TTC’s consolidated financial statements and its
subsidiary company, TTC Insurance Company, for the year ended December 31, 2017.

Financial Summary
There are no financial implications resulting from the adoption of this report.

Accessibility/Equity Matters
This report and its recommendations have no accessibility or equity issues or impacts.

Decision History

The City of Toronto Act requires the city auditor (PwC) to annually audit the accounts
and transactions of the City and its local boards and to express an opinion on their
financial statements.

In addition, section 102, paragraph 3, of the Insurance Act (Ontario), Auditor’s report,
requires annual audited financial statements of the TTC Insurance Company.

Furthermore, at its meeting on November 12, 2015, the TTC Audit & Risk Management
Committee approved that the terms of reference of the Audit & Risk Management
Committee which includes a requirement to “review the external auditors’ proposed
annual financial audit scope and plan” as set out in item 2 at:
http://www.ttc.ca/About_the TTC/Commission_reports_and_information/Committee_m
eetings/Audit_Risk_Management/2015/November_12/Agenda/index.jsp

Comments
The Audit & Risk Management Committee is tasked with the responsibility of reviewing
the external auditors’ proposed annual financial statement audit scope and plan.
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The appended report outlines PwC’s audit plan for the audit of TTC’s consolidated
financial statements and its subsidiary company, TTC Insurance Company, for the year
ended December 31, 2017.

The audit plan includes:

The nature, approach, extent & timing of PwC’s audit work
PwC’s view on audit & fraud risks

PwC’s materiality levels

PwC’s 2017 fees

Cathy Russell of PwC will be at the Audit & Risk Management Committee meeting to
present this report. You may wish to direct the auditors to address any specific areas that
require a more detailed evaluation.

Contact
Alex Cassar, Director, Budgets, Costing & Financial Reporting
Tel: (416) 393-3647, E-mail: Alex.Cassar@ttc.ca

Attachments
PWC’s Audit Plan for the Year-Ended December 31, 2017
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November 30,2017

Members of the Audit and Risk Management Committee
of the Toronto Transit Commission

1900YongeStreet

Toronto, ON M4S 172

Dear Members of the Audit and Risk Management Committee:

We're pleased to present an overview of our audit plan for the 2017 audit of the consolidated financial
statements of the Toronto Transit Commission (the TTC) and the Toronto Transit Commission Insurance
Company (TTCIC) prepared in accordance with Canadian public sector accounting standards (PSAS)
generally accepted accounting principles (Canadian GAAP) established by the Public Sector Accounting
Board (PSAB) of The Chartered Professional Accountants of Canada (the financial statements).

This overview includes our view on audit risks; the nature, extent and timing of our audit work; as well as our
proposed fees.

We value your feedback and hope to have a dialogue with you about the identified risks and our audit
approach. Please give us your suggestions and observations when we talk about the audit plan at our
upcoming meeting on December 13, 2017.

Yours very truly,

W@M LLP

Cathy Russell
Xartner
ssurance

c.c.: Mr. Andy Byford, Chief Executive Officer
Ms. T. Bal. ChiefFinancial Office (Acting)
Mr. S. Conforti, Head of Finance and Treasurer

PricewaterhousCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada, M5J 0B2
T: +1416 863 1133, F:+1416 365 8215, www.pwc.com/ca
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Lasdit plan for tha year ending December 31, 2017

Communications to the Audit and Risk Management Committee

Key matters for
discussion

Comments

Client service team

Cathy Russell is your engagement leader and Julianne Cooke is your engagement
manager.

Aldf Siddicgui is the TTCIC engagement leader and Dimitry Esipov is the
engagement manager.

Service deliverables

‘We will audit the consolidated TTC and the TTCIC financial statements as of
December 31, 2017 and for the year then ending in accordance with Public Sector
Accounting Standards.

Our engagement letter for the years ended December 31, 2015 through
December 31, 2019 which sets out the terms and conditions for our engagement
as the independent auditor of the City and certain of the City's Agencies and
Corporations (AfC's) and also outlines the responsibilities of the auditor,
management and those charged with governance has been included as Appendix
A for the information of the Andit and Risk Management Committee.

Audit timeline

We worked with management to develop this projeet timeline:

- Interim visits: August & December 2017

- Year-end visil: March 19 = April 20, 2008

- Clearance meeting with management: April 2018 (TBD)

- Year-end Audit and Rizk Management Committee meeting: May 20, 2018
- Finalization of financial statements: June 2018

Audit approach

Our audit approach is a mixture of tests of internal controls (within the payroll,
purchases/payvables, capital, inventory and revenue,receivables cycles),
analytical review and detailed testing of selected transactions and balanees. In
addition, we will place reliance on certain IT systems.

Significant risks are risks of material misstatement that we think require special
audit consideration. We identified several significant audit risks and plan to
address them as follows. Please let us know if vou agree that these are the most
significant risks from your paint of view and if you have any other areas of concern.

Significant risks to
discuss

Managemernt's response and our audit approach

Significant accounting
estimates

The preparation of the financial statements requires the use of significant
accounting estimates that are subject to management judgment in the following
areas:
= Fair value of certain investments of the post-retirement benefits plan;
- Certain assumptions used in the caleulation of property and liability
claims (covering both self-insured and insured liabilities); and
- Certain other significant aceruals,

Management response:

*

Management has processes and controls in place for formulating these
estimates,

Where applicable, management has engaged external specialists to assist in the
determination of these significant accounting estimates.

In particular, management has contracted an external actuary to assist with the
valuation of post-employment and post-retirement benefits and certain other
contingent liabilities (accident claims),
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Avdit plan Tor the year anding December 31, 2017

Key matters for Commenls
discussion

Aundit approach:

+  Meet with non-financial management and internal specialists responsible for
establishing provisions te understand the key assumptions and validate these
estimates againgt our own expectationa.

+  Test management's ealenlations, supporting data and assumptions used in these
caleulations.

«  Utilize our own internal experts (i.e. Pw( actuary) to assess the appropriateness
of methodology and assumptions used.

+  Assess the competency and ohjectivity of experts engaged by the TTC.

Management override of Management override of controls is an assumed significant risk under Canadian
controls Auditing Standards. Areas typically subject to management override of controls
include biss in necounting estimates and manual journal entry override.

Mm.geuwm FESpOnSe:

Management has established appropriate segregation of duties in order to
mitigate the rsk of mana gement override of controls.

+  The TTC has policies and procedures in place to prevent and deter frand
including a code of condiet, an internal audit department and policies for the
review and approval of manual journal entries.

Audit approach:

«  Assess the control environment, ensure there is appropriate segregation of duties
and assess any manual eontrols established to mitigate thiz risk.

+  Tast non-standard journal entries made during the year.

+  Reviewassumptions used by management in making significant estimates for
indicators of bias.

+  Introduce an element of unpredictability into our andit through our sample
selections.

Risk of fraud in revenue The risk of frand in revenue recognition is a presumed significant risk under

recognition Canadian Auditing Standards. We will assess this risk for passenger revenue
streams through the congideration of the TTC's revenue recognition policies, the
ineentive,/prassure to frandulently misstate revenue and the potential opportunity,

Revenue derived from PRESTO devices is forecasted to increase significantly in 2017,

As the adoption rate continues to increase, the reliability of controls in place at

PREST( is critical to ensuring the accuracy and completeness of PRESTO revenues,

Hm.a;emeﬂ.t TESpOnse:

+  The TTC has processes, controls and other procedures in place to ensure that
revenue is appropriately measured and recognized.

A.m-]]t approach:

Update our understanding of management's processes and internal controls
surrounding revenue recognition. Test controls on which we plan to place
reliance.

+  Obtain serviee auditor’s report for the operating effectiveness of controls in place
at PRESTO and perform testing on relavant ussr complementary controls in
place at TTC. For any controls not captured by the PRESTO controls processes,
we will perform additional audit testing to validate the operating effectiveness of
these controls,

»  Obtain confirmations from the City of Toronto for capital and operating subsidies

Pt 2
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Audit plan for the yaar ending Decernbar 31, 2017

Key matters_for
discussion

Commenis

recgived during the year and trace amounts to additional supporting
documentation,

+  Obtain eonfirmation for PRESTO revenues and reconcile confirmed amounts to
revenue amounts recorded.

»  Test significant revenue streams through substantive analytical procedures and
tests of detail.

Areas of focus

SAF Implementation In late 2017, TTC Pension Fund Society is expected to go live with Phase [ of the SAP
Implementation project. It is expected that pension payments will be processed
through SAF by the end of the fiscal year, Phase [ also includes the implementation,
within SAP, of the general ledger, employee payroll and human resources
management processes which are expected to roll out in mid-2018,

We have met with management to determine and finalize the scope of the work we

wlﬂ perform, which will |ndude the following:

Pre-implementation review of the design effectiveness of new controls (including
1T general controls) as they relate to financizlly significant business processes;

+  Post-implementation testing of operationsl effectiveness of key financial
controls;

+  Testing of data migration between existing system and SAF; and

«  Post-implementation testing of program development controls.

We will begin our testing in early 2018, and are working with management to finalize

the imeline for completion. Our testing will not have an impact on the 2017 audit of

the financial statements,

Materiality »  Misstatements are considerad to be material if they could reasonably be expected

to influence the economic decisions of users of the financial statements,

« Inthe current year, we have set a preliminary materiality 2t 1.75% of total
operating expenses as of December 31, 2016 for the consolidated TTC finaneial
smenw:)n audit. This results in a preliminary materiality level of $38.0M (2016 -
Fa6.0M).

»  We'll report unadjusted and adjusted items over $1.0M (2016 - $1.8M) to the
Audit and Risk Management Committee on completion of the audit.

«  We have set preliminary TTCIC materiality at 2% of total assets as of
December 31, 2016, This results in a materiality level of $3.5M (2016 - $3.7M),

«  We'll report unadjusted and adjusted ttems over $175,000 (2016 - $185,000) to
the Audit and Risk Management Committee on completion of the audit.

Fraud risk +  We discuss frand risk annnally with the Audit and Risk Management Committes.

« Through our planning process (and prior vears” audits), we developed an
understanding of your oversight processes including:
= Code of conduct
- Audit and Risk Management Committes Terms of Reference
- Presentations by management to the Audit and Risk Management
Commitbes
= Chief Executive Officer's (CEQY) Report
- Review and approval of tnanual journal entries
- Tone at the top
= Internal Audit department
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Key matters for Comments
discussion

- Enterprise Risk Management
- The quarterty communication protecol report by the Investigative Sarvices
Unit to the Chief Finaneial Officer and the CED
- The TTC's Integrity Reporting Program
- The City of Toronto’s Frand and Waste Hotline
+  We are not aware of any new processes or changes to the items ahove during
2017,
«  Wewill be having detailed fraud discussions with various levels of management
during the course of our work and will have a diseussion with the Audit and Risk
Management Committes during our year-end mesting.

2017 audit fees «  The TTC audit fee is $62,500 and the TTCIC audit fee is $12,000 for 2017, which
i in line with our response for proposal No. 9171-14-7121 dated December 5,
2014,

+  The estimated fee for audit work relating to the SAP Phase [ implementation is
heing finalized and our pre-implementation work is scheduled to commence in
early 2018,

The matters raised in this and other reports that will flow from the awdit are only those that have come to our attention arising
from or refevant to our audit that we believe need to be brought t your attantion. They are not @ comprehensive record of all the
matters arising, and, in parlicular, we cannat be hald responsible for reparting all risks in your business or all internal control
weaknesses. This report has been prepansd aolely for your use. It wae not prepared or intsnded for any other purpese. No ather
parsen ar entity shall place any refiance upon the accuracy or completencss of statements made herein, Pwl does not assurme
rasponsipdity to any third party, and, in no event, shall PwC have any lisbilty for damages, costa or losses suffered by resson of
any ralianca upon the contents of this report by any person ar entity other than you
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Anna Kinastowski, B.A, LLB.*

City Solicitor

Legal Services

Metro Hall, 26¢h FL., Stn, 1260

53 Jobn Street

Tosoato, OM MEY 306

Tel. 415-392-8047

Fex 416-357-5624

* Ceriified by the Law Saciepy ar a Specialist in
Municipal Lovw: Loca! Governamenr# Land
Liee Planming & Developmens

December 18, 2015

Tasha M. Dewan
PricewaterhouseCoopers LLP
18 Youk Street, Suite 2600
Toronto, Ontario

MS5J OB2

Dear Tasha:

Roply To:
i

E-pelail:

Jasmrima Shwin
418 192-T228
408 1071824

File M. 4300-301 200 5- 204009554

Re: Engagement Letter between the City of Toronto and PricewaterhouseCoopers LLP

Please find enclosed one fully executed original copy of the above-noted engagement letter for

your records,
Yours truly,

Jasmine Stein
Solicitor
Municipal Law

13:0lm
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November 30, 2015

Ms. Beverly Romeo-Beehler
Auditor General

City of Toronto, Metro Hall
55 John Street, 9th Floor
Toronto ON M5V 3C6

Dear Ms. Romeo-Beehler:

PricewaterbouseCoopers LLP (we, us or our), a limited liability partnership organized under the laws of
the Province of Ontario, is pleased to provide services to the City of Toronto and its major agencies,
corporations and other entities listed in Schedule A of this engagement letter (collectively, the City) for
the calendar years ending December 31, 2015,2016, 2017,2018 and 2019 and including fiscal year ends
extending to 2020. The engagement leader for each engagement will be responsible for the services we
perform including coordination with internal specialists, as considered necessary. This engagement
letter confirms our mutual understanding of the specific terms of our engagement, which are
supplemented by the standard terms of business attached to this engagement letter.

Services and related report

We will provide the services and issue the related reports in accordance with Request for Proposal No.
9171-14-7121 (the RFP), and our Proposal dated December 5,2014 (the Proposal), as set out in this Letter
of Engagement and further detailed in Schedule A (the Services):

Our responsibilities for audit of annual Financial Statements

Annual Financial The purpose of a finatcial statement or financial Information (Financial

Statements audit Statement) audit is to express an opinion on the Financial Statements. We will
be respousible for periorming the audit engagements, as outiined in Schedule
A, in accordance with Canadian generally accepted auditing standards. These
standards require that we comply with ethical standards, which include
independence and prc$essional competence, and plan and perform the audit to
obtain reasonable assarance whether the Financial Statements are free from
material misstatement. An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in the Financial Statements.
‘The procedures select:d depend on the auditor’s judgment, including the
aseessment of the risks of material misstatement of the Flnanclal Statements,
whether due to fraud or ervor. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the City as wdl as evaluating the overall
presentation of the Financial Statements.

Pricmmatrhnusalnopers 1LIP
PwC Tower, 18 York Street, Suite 2600, Toronto. Ontario, Canada MsJ 082
T: +1 416 863 1139, F: +1 416 365 8215, www.pux. com/ca

“PuG” efers w0 PricavateheussCocpins LLP, an Onlaro Seited labiity paricenahip,
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Ms, Baverly Romeo-Beahler
City of Toronto, Metro Hall

Nowvember 30, 2015

Risk assessment

Informing the
Aundit
Committees or
the appropriate
Appendix G
Committees

Reliance by third
parties

In making our risk assessments, we will consider internal eontrols relevant to
the preparation of the Fimaneial Statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpass
of expressing an opinion «n the effectiveness of the City’s internal controls, We
will however, let the City and its Audit Committee or the appropriate
equivalent governance committee as set out in Appendix G of the BFP,
{collectively, the Appendix G Committees) know, as approprizte, in writing
about any significant deficiencies in internal controls relevant to the andit of
the Finaneial Staternents that we have identified during the andit.

Beeause of the inherent limitations of an audit, together with the inherent
limitations of internal comtrol, there i an unavoidable risk that some material
misstatements may not be detected, even though the audit is properly planned
and performed in accordance with Canadian generally accepted auditing
standarde. .

We also are responsible for ensuring that the Audit Committee and the
appropriate Appendix G Committees are informed about certain other matters
related to the performanee of our audit, including but not limited to:

()  owrviews about significant qualitative aspects of the Ciy's accounting
practices, includin g accounting policies, accounting estimates and
Financial Statement disclosures. [n certain circumstances, we may be
required to explain to the Andit Committee or the appropriate Appendix
(G Committees, why we congider a significant aceounting practice, that is
acceptable under the applicable financial reporting framework, not to be
most appropriate to the City's particular circumstanees;

(ii} significant difficul ties, if any, encountered during our andit;

(iif) where the Audit Comemittee or the appropriate Appendix G Committees
are not invalved in managing the entity, we are also required to
communicate:

»  significant matters, if any, arising from our audit that were
discussed, or subject to correspondence with manzgement; and
» written representations we are requesting; and

(iv) other matters, if any, arising from our audit that, in our professional
judgment, are significant to the oversight of the financial reporting
Process.

The services will not be planned or conducted in contemplation of reliance by
any specific third party or with respect to any specific transaction unless
specified in Schedule A. Therefore, items of possible interest to a third party
will not be specifically addressed and matters may exist that would be assessed
differently by a third party, possibly, in connection with a specific transaction.
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Mz, Beverly Romeo-Bashler
Gity of Toronto, Metro Hall

HNovernber 30, 2015
Auditor’s report

Omee we complete our annual andit or other engagements referred to in
Schedule A, we will provide the City with our report. The form and eontent of
our anditor’s report will be in accordance with the standards outlined in
Schedule A,

There may be circumstances where our report may differ from the expected
form and content. In such cases, we will discuss such differences with the City
in advance of finalizing our report and seck to resolve any differences of view
that may exist.

If, for any reason caused by or relating to the affairs of the City or its
management, we are unable to complete eur audit, we may decline to lssue our
report.

The purpose of a review of quarterly financial statements is to assist the Andit
Committees or the appropriate Appendix G Committees in discharging their
regulatory obligations to review the quarterly financial statements. We will
perform the quarterly reviews, as cutlined in Schedule A, in accordance with
standards established by CPA Canada for reviews of interim finamcial
staternents by an entity’s anditor, An interim review is substantially less in
seope than an audit and does not provide assurance that we would become
aware of any or all significant matters that might be identified in an audit.

Our responsibilities for review of annual Finaneial Statements

Review of
annual Financial
Statements

We will be responsible for performing the review engagement, as outlined in
Schedule A, in accordance with Canadian generally accepted standards for
review engagernents. These standards require that we comply with ethical
standards, which include independence and professional competences.

The objective of a review of annuel Financial Statements is not to provide
aggurance that we will become aware of any or all significant matters that might
be identified in an andit.

The scope of a review Is substantially less in scope than an audit in accordance
with Canadian generally accepted suditing standards, the ohjective of which is
the expression of an opinion regarding the Financial Statements taken as a
whale,

Accordingly, our services will not result in the expression of an audit opinion an
the Finaneial Statements or the fulfilling of any statutory or other audit
requiremnent.
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M=. Beverly Romec-Beshler
City of Toronto, Melro Hall

MNowembaer 20, 2015

feont'd)

Review of
annual Finanecial
Statements

Internal control,
fraud and error

Informing the
Audir
Committees or
the appropriate
Appendix G
Commiltees

Our review will consist primardly of inquiries of the City's personnel and
anahytical procedures applied to financial data, Based on our review, we will
report whether or not we are aware of any material modifications that should be
made to the Financial Statements in order for them to be in accordance with the
standards as outlined in Schedule A,

A review does not contemplate obtaining an understanding of internal control
over financial reporting or assessing control risk, tests of accounting records
and responses to inquiries by obtaining corroborating evidential matter, and
certain other procedures ordinarily performed during an andit.

Our engagement cannot be relied upon to prevent and detect errors, fraud or
illagal acts that may exizt. The control over and the responsibility for the
prevention and the detection of fraud, error or illegal acts remains solely with
the City.

We also are responsible for ensuring that those having oversight responsibility
for the financial reporting process are informed about certain other matters
related to the performance of our review, including but not limited to:

(i) olir views aboul significant qualitative aspects of the City's accounting
practices, including accounting policles, accounting estimates and
Financial Statement disclosures. In centain circomstances, we may be
required to explain to those having oversight responsibility for the
finaneial reporting process why we eonsider a significant accounting
practice, that is acceptable under the applicable financial reporting
framewaork, net to be most appropriate to the City's particular
circumstances;

(i)  significant difficulties, if any, encountered during our review;

(i)  where those having oversight responsibility for the financial reporting
process are not imvolved in managing the entity we are also required to
communicate:

«  sipnificant matters, if any, arising from our review that were
disenssed, or subject to correspondence with management; and
+ written representations we are requesting; and

(iv)  othermatters, if any, arising from our review that, in our professional
judgment, are significant to the oversight of the financial reporting
process,

Since the scope and objectives of a review vary from those of an audit, there is
less likelibood that we will become aware of all matters to communbcate with
those having oversight responsibility for the financial reporting process that
wonld be identified as a result of an audit,
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M., Beverly Romao-Beahlar
City of Toromo, Metro Hall

Movember 30, 2016

Reliance by
third parties

The serviees will net be planned or conducted in contemplation of reliance by
any specific thind party or with respect to any specific transaction unless
specified in Schedule A. Therefore, items of possible interest to a thind party will
not be epecifically addressed and matters may exist that would be assessed
differently by a third party, possibly in eonnestion with a specific transaction.

Our responsibilities for compilation af Financial Statements

Compilation of
Financial
Statements

Compilation
Communication

We will compile the Financial Statements, as outlined in Schedule A, in
accordance with the requirements of the CPA Canada Handbook - Assurance,
Section gaoo, Compilation Engagements.

We will iot perform an audit or a review of the Financial Statements. &
eompilation is limited to presenting information provided by the City in the
form of Finanecial Statements.

Since we are accepting this engagement as accountants, not as auditor, we
request that the City does not record this as an auditing engagement in the
minutes of itz shareholders” meetings. Our services will not result in the
expression of an audit opinion or any other form of assurance on the Financial
Statements nor the fulfilling of any statutory or other audit requirement. The
City may wish to obtain legal advice concerning statutory (or contractual) sudit
requirements.

Unless unexpected difficulties are encountered, our communication will be
substantially in the following form:

Notice to Reader

On the basls of information provided by management, we have
campiled the statement of financial position of [name of
organization] as at December 31, 2014 and the statements of
operations and defieit and cash flows for the year then ended.

We have not performed an audit or a review engagement in
respect of these Finaneial Statements and, accordingly, we
express no assurance thereon,

Readers are cantioned that these financial statements may not be
appropriate for their purposes,

[signed] PricewaterhouseCoopers LLP
Chartered Professional Aceountants, Licensed Public Aecountants
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Ma. Baverdy Romead-Bashler
City of Toronto, Metro Hall

Movember 30, 2015

Our responsibilities for Specified Procedures Engogements

Procedures

Specified users

We will perform these engagements and report our findings to the City in
accordance with the requirements of CPA Canada Handbook - Assurance
Section gioo. We have not been engaged to, and will not, perform an audit, the
ohjective of which would be to express an opinton on specified financial
statement elements, accounts or items, Accordingly, we will not express such an
opinion.

If we were to perform additional procedures or if we were to perform an audit of
specified financial statement elements, aceounts or ilems, other matters might
come to our attention that would be reported to the Gity.

Omur repaorts are solely for the information of specified users and is not to be
used for any other purpase.

Consequently, our reports should not be distributed to other parties without our
prior consent. Any uge that a third party makes of this report, or any reliance or
decisions made based on fit, are the responsibility of such third party. We accept
no responsibility for any loss or damages suffered by any third party as a result
of decisions made or actions taken based on this report.

The City’s responsibilities for Audits and Review engagemenis

Responsibility
for Financial
Statements and
internal control

ETTOTS

Prevention and
detection of
fraud

The City is responsible for the preparation and the fair presentation of the
Financial Statements and information referred to above, The City is also
responsible for establishing and maintaining an effective system of internal
control over financial reporting to enable the preparation of Pinancial
Statements that are free from material misstatement, whether due to fraud or
error. In this regard, the City is rezponsible for establishing policies and
procedures that ensure Financial Statements are prepared in accordance with
the requirementz of the accounting standards as outlined in Schedule A

The City is responsible for adjusting the Finaneial Statements to correct
material misstaternents and for confirming to us that all nncorrected
misstatements identified by us during our audit are immaterial, both
individually and in total, to the Financial Statements taken as a whole. In
addition, we expect manmgement will correct all known non-trivial errors.

The City is also responsible for the design and implementation of programs and
controls to prevent and detect frand, and for informing us:
(iy  ofthe risk that the Financial Statements may be materially misstated as
a result of fraud;
(ii)  about all known or suspected frand affecting the City involving
{a) management;
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City of Torents, Metre
Movamber 30, 2015

(eont'd}
Prevention and
detection of
fraud

Related party

Subsequent

Laws and
regulations

Providing
information on a
timely basis

Management
representation
letter

Compilation of
finaneial
statements

aehler
Hall

(b) employees who have significant roles in internal control over
finaneial reporting; and
() others where the fraud could have a non-trivigl effact on the
Finaneial Statements; and

(ilf)  ofthe City's knowledge of any allegations of frand or suspected frand
affecting the entity recefved in communications from employees, former
employees, analysts, regulators, investors or others.

The City is responsible for disclosing to us, the identity of each related party for
each entity as directed by the specific accounting framework outlined in
Schedule A, and all the related party relationships and transactions of which the
City is aware and, for providing to us any updates that eceur during the course
of this engagement.

The City is responsible for informing us of subsequent events that may affect
the Financial Statements which it may become aware of up to the date the
Financial Statements are issued.

The City is responsible for identifying and ensuring that it complies with the
laws and regulations applicable to its activities, including those pertaining to
the services, The City will make available to us information relating to any
illegal or possibly illegal acts, and all faets related thereto and will provide
information to us relating to any known or probable instances of non-
complianee with legislative or ragulatory requirements, including Ananeial
reporting requirements.

The City is responsible for making available to us, on a timely basis, all of its
original aceounting records and related information relevant to the preparation
of the Financial Statements, additional information that we may request from
the City for the purposes of our audit and unrestricted aceess to its personnel
who we may determine necessary to obtain evidence necessary to support our
audit of the Financial Statements,

The City will provide us with written representations concerning
representations made to us during the audit covering the Financial Statements.
The City’s responsibilities for Compilation engagements

The City is responsible for providing us with aceurate and complete information
necessary to compile the financial statements.

The City is also responsible for the accuracy and completeness of the
representations in the financial statements.
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Mz, Baverly Aomeo-Boahler
City of Toronto, Metre Hall

Movember 30, 2016

(oont'd)
Compilation of
finaneial
statements
Frevention and
detection of
errors and fraud
Providing
information on a
timely basis

Notiee to reader

Fee Estimate

City Preparation

Term —

continues in

The City agrees that each papge of the financial statements will he conspienously
marksd as being “Unaudited - See Notice to Reader.”

Our services cannot be relied on to prevent or detect ervors and fraud or other
itregularities. Therefore, the responsibility for the prevention and the detection
of error and frand and other frregularities remains solely with the City.

The City is responsible for making available to us, on a timely basis, all
information relevant to the compilation of the financial statements.

Because the financial statements may either lack disdosure required by, or
otherwise nol be in accordance with generally accepted accounting principles,
and may not be appropriate for general purpose use, the City agrees that it will
attach cur Notica to Reader if it plans to distribute the financial statements to
third partics.

Uninformed readers could be misled, unless they are aware of the poasible
limitations of the financial statements and our very limited involvement

Fees for Audit Services

Our fees for the Audit Services as outlined 5.3 Section 7 — Cost of Services of the
RFP are set out and shall be paid in accordance with Schedule B attached to this
Letter of Engagement.

Other matters

Our time and fes estimates take into account the agreed upon level of
preparation and assistance from the City's personnel, We will advise the City on
a timely basis when and if for any reason the City's personnel does not the
agresd upon level of preparation and assistance as outlined in this Letter of
Engagement and in accordance with the City's Responsibilities in Section 6 of
the RFP. In addition, should these or any other issues arise that will require an
extra effort to resolve, we will communicate with management, the Anditor
General and the Audit Committee or the appropriate Appendix G Committees
for approval to revise our fee to reflect any additional serviees, required of us in
order to complet: our work in accordance with terms of this Letter of

Engagement.

If neither we nor the City exercise our respective right to terminate the services
as putlined in the attached terms of business, this engagement letter will
comtinue until we execute & new engagement letter,
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Ms. Bevarly Romen-Beshler
City of Toronto, Metro Hall

HNovernber 30, 2018

Terms of
Business

Other relevant
documents

Term Reference 4.1. of the attached Terms of Business is amended by replacing
the phrase "You agree that we may give confidential information to third party
service providers, subcontractors, and other PwC Firms as long as they are
bound by reasonable comfidentiality obligations.” in the last sentence of the
prowvigion, should be replaced with the phrase “The City agrees that we may give
confidential infarmation to third patty service providers, subcontractors, and
other PwC Firms as long as they are bound by the same reasonable
confidentiality obligations,”

Term Reference 4.2 of the Terms of Business s deleted.
Term Reference 8.1 of the Terms of Business is deleted.

Term Reference 8.4 of the Terms of Business is deleted and replaced with the
following: “The City agrees to release and indemnify PwC and its Personnel
from and against all claims, loss, costs, Uabilities and damages arising in
circumstance where there has heen a negligent misrepresentation by the City in
connection with the City's responsibilities as set out in this Letter of
Engagement.”

Term Reference 0.1, shall be deleted in its entirety and replaced with the
following: “Subject to the CPA Rules of Professional Conduct, either party may
terminate this agreement, for any reason, upen thirty (30) days written notice
to the other party. In the event of such termination the City shall pay PwC for
the Services provided to the satiefaction of the City in accordance with the terms
and conditions of this Agreement up to the date of termination, *

The terms and conditions contained in the RFP No. 9171-14-7121 and the
Proposal by PricewaterhouseCoopers in response to RFP Mo. 9171-14-7121 are
incorporated into and form a part of this agreement. In the event of any
inconsistency between the terms of the documents which make up this
agreement, the following shall be the order of priority of the documents to the
extent of any inconsistency:

This Engagement letter;

Request for Proposal Mo, 9171-14-7121;

The Proposal; and

The Terms of Business attached to the engagement letter.

FR

Notwithstanding the above, it i acknowledged and agreed that clange 14 of
Appendix B to the RFF which states that “All information, data, plang,
specifications, reports, estimates, summaries, photographs, and all other
documestation prepared by the Vendor in the performance of the Services
under the agreement, whether they be in draft or final format, shall be the
exclusive property of the City” is superseded by clanse 7.1 of the Terms of
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Me. Baverly Romao-Bashlar
City of Toronto, Metro Hall
Novamber 30, 2015

feomt'd) Business which provides that “Any documents prepared by us or forus in
Other relevant connection with this Letter of Engagement belong to ns.”
documents

As part of our process of assessing the quality of cur services, the City may receive questionnaires from us
and visits from senior partners not directly involved in providing services to the City. We appreciate the
attention given to these questionnaires and visits and valoe the City's feedback,

1f the services outlined herein are in aceordance with the City's requirements and, if the above terms are
aceeptable, please have ome copy of this letter executed in the spaces provided below and return it to us.

Yours very truly,

fﬁ et k_d“?ﬂtﬁﬁ Lep

Chartered Professional Accountants

0
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Ms. Beverly Romec-Baehler
Clty of Toronto, Metro Hall
Movamber 30, 2015

By signing below the parties agree to the services and terms as set forth in this Letter of Engagement,
including the schedules attached hereto and to discharge their respective responsibilities and obligations

in accordance with the terms hereof.
City of Toronto e
By: %

Marilyn M.
ra

@Jf X1l 5. Watkiss, City Clerk
J/
M /7 , b LYK e
Date

Roberto Deputy Tity Managehjnd :
Chief Financial Officer i
Date

PricewaterhouseCoopers LLP

4 prens G &L
Name: Cutbon, Bussell
Title: Partrd—

_~Fila # 204568520

Dewenbe— 9 2005
Date

have the authority to bind the partnership.

I Authorized by AUL20 as adopted by City of
31, April 1 and 2, 2015,




| Schedule A

Accounting Framework and Reporting by Entity

Entity Aceounting | Report Intended Users
Framework other than
addressee

City of Toronto

1. Consolidated Financial Statementsof | PSAS CAS 7oo (Financial
the City of Toronto staternent audit)

2. Consolidated Financial Statements of Disclosed CAS 700 (Financial
the City of Toronto Trust Funds hasis statement audit)

9. City of Toronto Sinking Funds Disclosed CAS 700 (Finaneial

Tasis statement andit)

4. City of Toronto - Reporton Compliance | NfA Specified procedures
with Tnvestment Policy

5 City of Toronto — Report on Complisnce | PSAS | CAS Bog (Audit of Regional
with the Building Canada Fund " | financial information) Municipality of
Contribution Agreement for the =% % S York and Minister
Toronto-York-Spadina Subway *| of Transport,
Extension and Beport on accounts, Infrastructure and
records, claims and expenditures Communities
inenrred under this Agreement.

6. Long-term Care Homes — Annual Anmual Specified procedures Ministry of Health
Reconcilistion Reports (10 as listed Report and Long Term Care
below): Technical
a) Bendal Acres; Instructions
b) Carefree Lodge; and
¢) Castleview Wychwood Towers; Guidelines
d) Cummer Lodge; issmed by the
e] Fudger House; Ministry of
f) Kipling Acres; Health and
g} Lakeshore Lodge; Lomg Term
b} Seven Qaks; Care
) True Davidson Acres; and
i) Wesburn Manor.

7. 'The Toronto Track end Field Centre — | PSAS CAS Bos (Andit of York University and
Statement of Operating Costs. financial information) Government of

Canada

(Omtario Business Corporation Act)

ORBRCA Corporations

8. Toronto Community Housing
Corparation (TCHC):

a)  Andit of Consolidated Finaneial PSAS + 4200 | CAS 700 (Finaneial




| Schedule A
Accounting Framework and Reporting by Entity

Entity Accounting | Report Intended Users
Framework other than
addressee
Statements of TCHC; statement audit}

b) Audit of Financial Statements of PSAS + 4200 | CAS 700 (Financial
Regent Park Energy Tnc.; staternent andit)

¢) Audit of Financial Statements of PSAS # 4200 | CAS 7oo (Financial
Access Housing Connections [nc.; staternent andit)

d) Audit of Financial Statements of PSAS + 4200 | CAS 700 (Financial
Innosery Inc.; staternent audit)

g) Audit of Financial Statements of Property CAS 700 (Financial
Group 1, Growp 2, Group 3 and Management | staternent andit)

Group 859 of Toronto Community | Specifications
Housing Corporation (Froperty a8 provided
Management Audits); .~ | by Toronto

f)  Audit of Financial Statements of Community
Group 4 of Toronto Community Housing
Housing Corporation (Property Corporation
Management Audite);

g) Audit of Financial Statements of
Group 6 of Toronto Community
Housing Corporatien (Property
Management Audits];

h) Audit of Financial Statements of PSAS + 4200 | CAS 7oo (Financial
TCHC Issuer Trust; statement audit)

i) Quarterly Reviews of Condensed PSAS + 4200 | Section 7060 (Review of
Interim Consolidated Financial interim financial
Statements of TCHC; statements)

i) Review of Financial Statements of | PSAS + 4200 | Section Eooo (Review of
Begent Park Development financial statements)
Corporation;

k) Review of Consolidated Financial PSAS # 4200 | Section 8200 (Review of
Statements of Toronto Commumnity financial statements)
Housing Enterprise Ine.;

Il Review of Financial Statements of PSAS # 4200 | Section 8200 (Review of
Toronto Affordable Housing Fund; Slatements)

m) Review of Financial Statements of | PSAS + 4200 | Section 8zo0 (Review of

2001064 Ontario Inc.;

ial statements)




I Schedule A
Aecounting Framework and Reporting by Entity

Accoun R Intended Users
Entity timg eport
addressee
n) Review of Finaneial Statements of | ASFE Section 8200 (Review of
Alexandra Park Development financial statements)
Corporation;
o) Repent Park Sustainghle N/A Section 8600 (Report on
Community = Report on compliancea)
Compliance with the Loan
Agreement between TCHC and
Federation of Canadian
Municipalities, as Trustee of the
Green Municipal Fund;
) Compilation (Notice to Reader) of PSAS + 4200 | Section 9200
Financial Statements of Don Mount (Compilation)
Court Development Corporation;
and
q) Compilation (Notice to Reader) of PSAS + 4200 | Section 9200
Financial Statements of Leslie (Compilation)
Mymark Development Corporation.
9, Consolidated Financial Statements of IFRS CAS 7o0 (Financial
Build Toronts Ine. statement audit)
10, Financial Statements of Invest Toronto | PSAS CAS8 700 (Financial
Inc. statement audit)
11. Consolidated Financial Statements of IFRS CAS 7o0 (Financial
City of Toronto Economic Development statemnent andit)
Corporation c.o.b. = Toronto Port
Lands Company
Local Boards
12. Toronto Parking Authority IFRS CAS 7o0 (Financial
a) Financial Statements of Toronto statement andit)
Parking Authority; and
b) Toronto Parking Authority Carpark | N/A CAS Bos (Audit of Sutter Hill
Wo.a61 - St Clair-Yonge Garage — finaneial information) Developments
Statement of Revenues and Limited
Expenditures.
13. Toronto Police Services Board Special | PSAS Section 9110 (Agreed upon
Fund (TESE Special Fund) — Section procedures)
mi:]n..:.greed Upon Procedures
regarding internal control over

[finaneial reparting entity




[ Schedule A

Accounting Framework and Reporting by Entity

Entity Accounting | Report Intended Users
Framework other than
addressee
14. Toronto Public Health — Audits as FSAS +
required by the Ministry of Health and | Instructions
Long-term Care and Ministry of and
Children and Youth Services in Guidelines
connection with various settlements of | issued by the
Toronto Public Health programs (7as | Ministry of
listed helow): Health and
2} Program-Based Grants Annual Long Term CAS Bog (Audit of Ministry of Health
Reconciliation Report to include: Care or financial information) and Long Term Care
«  Audited Financial Statements Ministry of
+  Anditors Attestation Report Children and
«  Annual Reconciliation Youth
(Certificate of Settlement) Services
Report Forms
b) AIDS Bureau Program — Statement CAS Bos (Audit of DMinistry of Health
of Revenue and Expenditures; and finameial information) and Long Term Care
Annual Reconeiliation Report
Settlement reports for the 5 programs
listed below to include:
+  Settlement Forms
+  Auditor's Questionnaire
« Audited Financial Statements
for the Settlement
¢} 9,000 Nurses - Healthy Babies CAS Bos [Audit of Ministry of Children
Healthy Children Program financial information) and Youth Services
Settlement Report;
d) Healthy Babies Healthy Children CAS Bos5 (Audit of Ministry of Children
Program Settlement Report; financial information) and Youth Services
&) Preschool Speech and Language CAS 805 (Audit of Ministry of Health
Program Settlement Report; financial information) and Long Term Care
fl Infant Hearing Program Settlement CAS Bos (Audit of Ministry of Health
Report; and financial information) and Long Term Care
#) Blind Low Vision Settlement CAS Hos {Audit of Ministry of Health
Report; financial information) and Long Term Care
15. Toronto Public Library Board (TPL):
« Financial Statements of PSAS«+4200 | CAS 700 (Financial
statement audit)

Toronto Public Library Board;
and
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Accounting Framework and Reporting by Entity

Entity Aceounting | Report Intended Users
Framework other than
addressee
+  Toronto Public Library Board — | PSAS+4z00 | CAS Sos (Andit of Ministry of
Literacy Bage Skills Program finaneial information) Training, Colleges
Statement of Revenue and and Universities
Expenditures
16, Financial Statements of Toronto Public | PSAS+4200 | CAS 700 (Financial
Library Foundation statement audit)
17. Exhibition Place:
»  Consolidated Financial PSAS CAS 700 (Financial
Statements of the Board of statement audit)
Governors of Exhibition Flace;
and
«  Ricoh Coliseum — Special Audit | PSAS CAS 8Bog (Audit of
af Schedule of Expenditures financial information)
18, Financial Statement of the Board of PSAB+ 4200 CAS 700 (Finaneial
Directors of the Humminghird Centre statement andic)
for the Performing Arts (operating as
Sony Centre for the Performing Arts).
19. Financial Statements of St. Lawrence PSAS+4200 CAS o0 (Financial
Centre for the Arts, staternent andit)
20, Financial Statements of the North York | PSAS+4200 | CAS yoo (Financial
Performing Arts Centre Corporation statemnent audit)
{operating as the Toronte Center for the
Arts)
21, Financlal Statements of the Board and | PSAS+4200 | CAS 7o0 (Financial
Management of the Toronte Zoo statement aundit)
Transit
22, Consolidated Financial Statements of PSAS CAS 700 (Finaneial
Toronto Trangit Commission statement audit)
23. Financial Statements of TTC Insurance | PSAS
Company Limited — To the Board & to CAS 700 (Finaneial Finarelal Services
FSC0 staternent andit) Commission of
Ontarie
Financial Trusts- Pension Bodies
24. The Pension Fund of the Corporation of | Basis of CAS Boo (Andit of Financial Services
the City of York Employee Pension accounting financial statements under | Commission of
Plam; disciesed in special purpose Ontario
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Accounting Framework and Reporting by Entity

Entity Accounting | Report Intended Users
Framework other than
addry
the notes to framewnrk)
the finaneial
25. The Fund of the Metropolitan Toronto | staterments CAS 800 [Andit of Financial Services
Pension Plan (engagements | financial statements under | Commission of
# 24-28) special purpose Omtario
framework)
26. The Fund of the Metropolitan Toronto CAS Boo (Audit of Finaneial Services
Police Benefit Fund; financizl statements under | Commission of
special purpose Omtario
framework)
27. The Fund of the Toronto Civie CAS oo (Audit of Finaneial Services
Employees’ Pension and Benefit Fund; financial statements under | Commission of
special purpose Cmtario
framework)
28. The Fund of the Fire Department CAS 8oo (Audit of Financlal Services
Superannuation and Benefit Fund; financial statements under | Commission of
special purpose Cmtario
framework)
29, Financial Statements of Toronto Part TW — CAS 7oo (Financial
Commission Pension Fund Society: and | Canadian statement audit)
Apcoumnting
Standards for
Pension
Plans
a0. Financial Statements of Toronto Transit | PSAS CAS 700 (Financial

Commission Sick Benefit Association

statement audit)




! Schedule B
Fees and billing schedule

Fee estimate

Our fees for the Andit Services as outlined 5.5 Section 7 — Cost of Services of the BFF are attached to this Letter of
Engagement,

Billing schedule

Qur fees for the following engagements will be billed as 409 of fees at the commencement of planning, 50% of fees
during year end field work and 10% of fees upon completion:

LI & & & »
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Consolidated Finaneial Statements of the City of Toromto
Andit of Consolidated Financial Statements of TCHC
Conzolidated Financial Statements of Build Toronto Inc.
Consolidated Financial Statements of City of Toronto Econemic Development Corporation e.ob. — Toronto Port
Lands Company
Financial Statements of Toronto Parking Authority
Financial Statements of Toronto Public Library Board
Consolidated Financial Statements of the Board of Gowernors of Exhibition Place
Financial Stetement of the Board of Directors of the Humminghird Centre for the Performing Arts (operating as
Sony Centre for the Performing Arts).
Finaneial Statements of St. Lawrence Centre for the Arts.
Eugma_'l S‘E'latementmftbe North York Performing Arts Centre Corporation (operating as the Toronto Center
r the Arts
Financial Statements of the Board and Management of the Toronto Zoo
Consolidated Finaneial Statements of Toronte Transit Commission
Finaneial Statements of TTC Insurance Company Limited
Financizl Statements of Teronto Commission Pension Fund Society

Our fees for the following engagements will be billed upon completion:

& o= s o &

Consolidated Financial Statements of the City of Toromto Trust Funds
City of Toronto Sinking Funds
City of Toronto = Report on Compliance with Tnvestment Policy
City of Toronto — Report on Compliance with the Building Canada Fund Contribution Agreement for the
Toronto-York Spadina Subway Extension and Repert eon accounts, records, claims and expenditures inewrred
under this Agreement.
Long-term Care Homes — Annual Reconciliation Reports (10 as listed below]:

= Bendal Acres'
Carefree Lodge;
Cﬁa::ﬂm; Lodge oI :

T H

Fudger House;
Kipling Acres;
Lalteshore Lodge;
Seven Oaks;
True Davideon Acres; and
‘Weshurn Manor.
The Toreoto Track and Field Centre — Statement of Operating Costs.
Aundit of Financial Statements of Regent Park Encrgy Inc.
Andit of Financial Statements of Access Housing Conmections Inc.
Andit of Financial Statements of Innoserv Ine.
Andit of Financial Statements of Group 1, Group 2, Group 3 and Group 859 of Toronto Community Honsing
Corporation (Property Management Audits)

= m oEo®omoEo®oE o
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Fees and billing schedule

Aundit {;ﬂ-‘tinan{:ial Statements of Group 4 of Torontoe Community Housing Corporation ( Property Management
Aundits]
Audit of Finaneial Statements of Group 6 of Toronte Community Housing Corporation (Property Management
Audits)
Andit of Financial Statements of TCHC Issuer Trust
Quarterly Reviews of Condensed Interim Consolidated Financial Statements of TCHC
Review of Finaneial Statements of Regent Park Development Corporation
Review of Consolidated Financial Statements of Tononto Community Housing Enterprise Inc,
Review of Finaneial Statements of Toronto Affordable Housing Fund
Review of Financial Statements of 2001064 Ontario Ine.
Review of Financial Statements of Alexandra Park Dievelopment Corporation
Review of Financial Statements of Allenbury Gardems Development Corporation
Review of Finaneial Statements of Rallway Lands Development Corporation
Rigent Park Sustainable Community — Repert sn Compliance with the Loan Agreement between TCHC and
Federation of Canadian Municipalities, as Trustee of the Green Municipal Fund
Compilation (Notice to Reader) of Financial Statements of Don Mount Court Development Corparation
Compilation (Notice to Reader) of Financial Statements of Leslie Nymark Development Corporation
Finaneial Statements of Invest Toronto [ne.
Toronto Parking Authority Carpark No.161 - St. Clair-Yonge Garage — Statement of Revenues and Expenditures
Toromto Police Services Board Special Fund (TPSB Special Fund) — Secbon 9210 Agreed Upon Procedures
regarding internal control over financial reporting emtity
Toronto Public Health — Audits as required by the Ministry of Health and Long-term Care and Ministry of
Eh.'l.ldr;;ﬂmd Youth Services in connection with various settlements of Toronto Public Health programs (7 as
jsted U H
«  Program based grants anoual reconciliation report;
AIDS Bureau Program - Statement of Revemue and Expenditures and Annual Reconciliation report;
4,000 Nurses - Healthy Babies Healthy Children Program Settlement Report;
Healthy Babies Healthy Children Program Settlement Report;
Preschool Speech and Language Program Settlement Report;
Infant Hearing Program Settlement Report;
Blind Low Vision Program Settlement Report;
Toronto Public Library Board - Literacy Base Skills Program Statement of Revenue and Expenditures
Financial Statements of Toronto Public Library Foundation
Ricoh Coliseumn — Special Audit of Schedule of Expenditures
The Pension Fund of the Corporation of the City of York Employee Pension Flan
The Fund of the Metropalitan Toronto Pension Plan
The Fund of the Metropolitan Toronto Police Benefit Fund
The Fund of the Toronto Civie Employees® Pension and Bensfit Fund
The Fund of the Fire Department Superannuation and Benefit Fund
Finaneial Statements of Toronto Transit Commission Sick Benefit Assoclation

= = o= o8 o® w

Conditions impacting our time and fee estimates

Our tme and fer estimates take into account the agreed level of preparation and assistance from the City, We will let
the City know promptly when and if for any reason the schedules, information and assistance to be provided, az
outlined in this Letter of Engagement, are not sufficient for cur services, We will provide the City with a separate
listing of required schedules, information requests and the dates such items are needed. We will also discuss with
the City and the persons responsible any other issues that will require extra time and effort to resolve and seek
approval for any request to revise our time and fee estimates to refleet any additional services, required in order for
us to complete our work in aceordance with the terms of this Letter of Engagement.




Terms of business

Intreduction
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5 Drofesional snd regulatory oversight

o . Persanal informatio
a8
9
10

1 Introduction

L1 Interpr — In this agr 1, the following
‘words and expressions heve the meaning given to
them below:
hﬂm- = the services set out in the engagement

Br
the agreement - these terms and the engagement
letter to which they relete (including any schedules)
WE, us or our - refer to PriceweterbonseCoopers
LLYP, a limited lizhility partnership organized uvnder

the laws of the Provinee of Ontario
you, your — the or parties, incheding their
mnn:aaammn. to the agresmeant (exchuding ns)

12 Changes - Either we or you may request a change
wﬂu ammdﬁmﬂuw this agreement, Any

beaﬁszﬁwanlym greed in writing.

1.3  Purpose — Youacknowledge that our report is
ttended for the parpege of the oversight of
management and the affsirs of the legal entity that i=
the subject of the servicas.

2 Pw(C Firms, service providers and
subcontractors
21 Our relationship with you — Weare 8 member
of the global petwork of PricewaterhowseCoopers
firms (Fw( Firms), each of which is a separata
and distinct legal entity.
22 Sobeontractors and service providers - We

services and deliverables,

23 Restriction om claims — You agres not to bring
any claim or action against another PwC Firm (or
its partners, members, directors or emplovess) or
our subcontractors in respect of any Uability relating
to the services, delivernbies or the agreement.

4
pwe

Page 1 of 3

3 Your responsibilities

31 Your obligations — The performance ol our
services aod provision of the deliverables depends
on yaur performing vour obligations under the
agreement. We ane not respansible for any
consequences arising from you not ful(iling yoar
ohligations.

3.2 SQHduﬂonxndhlrln;oer_n_mmmd
Onar ind dence related Lo
may be impairad if you solicdt or hire certain P\‘C
personnel, This may elther dalay the provision of the
sErvices or canse us 1o resign from the engegement.
You agres not ta offer or permlt your related parties
ta offer employment to or hire the bead engagement
partoer, the quality revlew partner or any other PwC
partner, smployes and/or independent contractor
who has provided more than ten (10) bours of audit
ot teview servioes until a perfod of twele (12)
muulhshupauadfmm the date of our report on the

ial at 2 withaut firat
mnnlhng with and obtaining the approval of the
lead engapement pariner on 20y proposed offer of
employment.

33  Oral advice and draft deliverables — Yoo may
rely an our final written deliverables, buat sheuld
not rely on ozal advice or draft deliverables
pravided during the term of this agreement. If you
wish to rely on something we have said toyou,
please bet us know and, if poasible, we will prepare s
written delbverable on which you may rely.

4 Confidentiality

41 Confidential information - We and you agrss
o use the other party’s confidential information, if
amy, only in relation to the services or internal and
administrative purposes and to take reasonable steps
to prevent disclosure, recognizing that disclosure will
e permitted where required by law or professional
whligation. You agres that we may give confidential
information to third party servies providess,
subeantractors and other Pyl Firms as long ag they
are bound by reascnable confidentinlity obligations.

42 Benchmarking — From time to time we may offer
our elbents, like vou, the serviee of benchmerking
your buslness spalnst other businesses in your
todustry, and providing you with the result of such
comparison, Your infrmation, iogether with the
information from other businesses in your induostry,
may be used in such benchmarking studies, but will
always be pooled with information from other such
businesses, so that no one will be able o idend.ﬁl or
reversa engineer any of your confidentia
infarmation. You consent 1¢¢urmabd discloete
of wour information, in aggregate form, for
‘beochmarking purposes,

August 2015



43

Waorking with competitors - You agres that we
may work with your competitors or other parties
whose interests may conflict with yours, as long as we
o not disdoze your confldential information and we
eomply with our ethical obligations.

5 Professional and regulatory
oversight

51

5.2

5.3

54

Reviews of us - We are required to meet cartain
professional standards in the performance of our
sarvices, A such, we are regulated or oversean by
varions professional and repulaiory bodies bath in
Canada and sbread (which bodies will depend on
the zature of the services performed under this
agreement]. These professional and regulatony
‘bodies bave the right o mapeet our fAles, including
working papers and other work produoet{s] relating
to these services or the servess provided in prior years
to determine whether professional standards bave
been met. We may, from time to time, recvive requests
or erders from such bodies to provide

them with information and copies of such working
papers, We intend to provide such information and
working papers in response to such requesta.
Reviews of you — Certain regulatory bodies may
also have the right 1o conduct investigations of you,
including the services provided by us. To the extent
practicable, we will sdvise you af any such
investigation request or order prior o providing
our working papess, except whene weare
prohibited by law from doing o,

Privileged information — Except where
providing working papers is required by the laws of
any jurisdiction that you or we are governed by, we
will uee all reasonable efforts to refuse access 1o any
dioeument aver which you have expressly informed
us that you assert privilegs. You must mark any
document over which you asserl privilege as
“PRIVILEGED".

Reimbursement of costs incurred - You agree
to reimburse us for our professional time and
expenses, 88 well as reasonable fees and expenses of
our legal counsel, incurred by us in responding to
any investigation that is requested or authorized by
you o7 of you required by government regulation,
subpoena or other legal process.

6 Personal information

[-%]

i

Personal information - We may eollect, use,
discloge, transfer, store or otherwise process
information about identified individuals (* personal
information™) to provide the services and deliverables.
We may process such personal information in various
jorisdietions in which we or applicable PwC Firms,
service providers and subcontractors operate, and, as
such, personal informaticn may be subject to the laws
of such j Such persomal fnformation will
‘b at all times processed in accordance with the
applicable laws and professional regulation. In
addithon, we will recgiire any serviee prendders that
process personal information on our bebalf 1o adbere

pwe

1o such reqolrements. You confirm that you have the
anthority to provide the personal information to us
in conmection with the performance of services and
that the personal information provided to us hes
been provided in accordance with applicable Law.

7 Working papers

71

Ownership - Any documents prepared by us or
for us in conpection with this agreement belong to

8 Liability

81

B2

8.3
B4

Limitation of Linbility — Our aggregate labilty for
all claims, losses, liabilities or damages In conneetion
with this agreement ar the services or deliverables,
whether as a result of breach of conteact, tork
(inchuding negligence) or otherwize, regardless of the
theary of liabllity asserted, is limited to $2 million.
Crur lizbility to you shall be several and not joint and
several, and we shall only be liable for our
proportionate share of any loss or damage, based on
ol eantribution relative to the others’ contributions.
I addition, we will not be liable in any event for
consequential, incidental, indireet, punitive,
exemplary or al damages, incleding amy amount
for loss of t, data or goodwill, whether or not the
likelihood of such losa or damage was contemplated,
No claims against individuals — You agree claims
or getions relating to the delivery shall be brought
against us alone and not against any members,
partners, principals, employess or subeoniractors,
including PwC Firms ("Personnel”).

[Intentionally blank]
Misrepresentation by you = You
and indemnify us and oar Pmsunnaimnnd against
all claims, lasses, costs, liabilities and damages
arsing I-twwmmnmu‘hmﬂlemhuhmn

o by a ber of your management
or board ulduv.'lm. regardless of whether such
person was acting in your interest.

9 Termination

a1

9.2

By Either Party — E.ltber party may terminate this
agreement, for any reason, upon written notice to the
other party. wgw‘lll mbelhhh&raqlm,ml ar
expense ariging from such termination.

Feea payahle on termination — You agree to

pay us for all services we perform and deliverables.
we provide up to the date of termination, inchding
services performed, work-1n-progress and expenses
incurred.

10 Governing law

10.1

Law and jurisdiction — The ogreement and any
dispute arising from it, whether contractual or non-
contractual, will be governed by the laws of the
Provinee of Ontarko and the federal lavs of Canada
applicable therein and are subject to the exclusive
jurisdiction of the courts of the Provizes of Oolacio,

11 General
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1.1

nz

1.3

1.4

1.5

16

Matters beyond reasonable control - Ko
party will be liable (other than ent obligations)
to the other 3 it fuils to mest its chligations due to
mtters beyond its reasonable control.

Entire agreement — The agresment, ooce executed
by both parties, forms the entire agreement betwean
the parties in relation to the services and
deliverables. It replaces auy earlier agreements,
represantations or diseussions.

Your actions — Where you consist of more than one
party, an ast of omizslon of one party will be
regarded as an acl or omission of all,

Assignment = Without written. consent, neither
of us may assign any of our rights, obllgations or
claims under this agreement.

Survival — Any clause that is meant to continue ko
wpply after termination of this agr will do
50,

Severability - If a coart or regulator with proper
jurisdiction determines that & provision of this
agreement is invalid, then that provision will be
interpreted in & way that is valid undm-nq licable
law or regulation. If any provision is imalid, the rest
of this agrestment will remain effective.

Page 3of3

August 2015



Toronke Transil Commission Audit plan for the year ending December 31, 2017

Appendix B: Recent accounting developments

We outline the latest developments in accounting standards and regulatory requirements that will have an impact
on your finanecial statements, along with the expected impact of the changes and time frame for implementation.
These developments have been eategorized as follows:

@ |Significant Developments most relevant to TTC and potentially significant changes to TTC's financlal statements,

@ |Moderate Maderate kevel of impact and/or changes to TTC's financial statements,

Minor Mlimor cl 1o TTC s i il stat ts.

® Mo impact Develepments incladed for information only — not considered to have a significant impect on TTC's financisl
statermsents.

Accounting developments - PSAS

Subject Key change Effective date | Potential
impact
Section P8 3210 | Assels A Years beginning |
on qraﬁ.er
Mew section provides guidance for applying the April 1, 2017.
definition of assets set out in Section PS 1000,
Financial Statement Concepts, and establishes general
disclosure standards for assets,
Section PS 3320 |Contingent assets Years beginning |
an qra&er
New section defines and establishes disdlosre ant s
standards on contngent assets.
Section PS 3380 |Contractual rights Years beginning |
af o_ral’ter
New section defines and establishes disclosure April 3, 2017.
standards on contractual rights.
Section PS 2200 | Related party disclosures Years beginning
an qraﬂar
New section defines a related party and establishes April 1, 2017,
disclosures required for related party transactions.
Section PS 3420 |Inter-entity transactions Years beginning |
an qraﬂer
New section establishes standards on how to aceount Apdl 1, 2017,
for and report transactions between public sector
entities that comprise a government's reporting entity
from both a provider and recipient perspective.
Section PS 3430 |Restructuring transactions Years beginning | @
an qraﬂer
New section defines a restructuring transaction and Agpeil 1, sl
establishes standards for recognizing and measuring
assets and Habilities transferred in a restructuring
transaction
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Appendix C: Audit Service Guideline

Audit Service Guideline

Our commitment to you and expectations of the TTC

Additional audit services

Audit v Wewill provide a detailed listing of andit information «  Delays in receiving requested
readiness requests and agree with management up front the required information that results in
and dates to provide the requested information. idle steff time or staffing
monitoring «  Wewill agree with you the start dates of our interim and changes or any changes to the
of andit year-end audit fieldwork. A completed trial balance that trial balance subsequent to
PrOETess indudes all management year end closing entries will be the agreed upon date that
provided at a date agreed to upfront with management. rvesults in additional audit

»  We will hold periodic meetings with management (dates testing will be hilled
and times to be agreed upfront] to discuss the status of the separately.
andit, As part of these meatings, we will provide a detailed
list of outstanding items and will highlight any ivems that
require more urgent attention and follow up.

Significant «  We will hold meetings with key staff at the TTC as part of «  Time incurred to review
accounting the audit planning process to understand significant management’s position paper
and developments and changes for the current year and share and resolve slgnificant
reporting with you our views on the accounting and audit accounting matters will be
MAIETs implications. billed separately.

+  For significant new developments that have an accounting, | = In addition, time incurred to
reporting and / ar auditing impact, management will quantify and perform
prepare a position paper, in a format as outlined in our additional audit procedures,
summary of audit information requests, summarizing the as necessary, to validate
issue, the technical analysis fresearch supporting adjustments will be billed
management’s position and the impact to the TTC. separately.

Financial »  Year-end financial statements and note disclosures will be »  Significant revisions to the

statement prepared and reviewed by management and provided to us financial statements (1ene-

review for aur review in accordance with the timelines as cutlined writing of note disclosures or
in our audit information request listing, pervasive mathematical

»  We will review two versions of the financial statements. We grrors and [ or internal
will provide our comments, including any suggestions for inconsistencies) and
change to management, on the first version and will review reviewing multiple versions of
a second version of the financial statements for any the finaticial statements (e,
changes made as a result of our initial review. more than two versions) will

be billed separately.
Audit and +  We will attend one meeting at year-end to present our draft | «  Additional meetings with the
Risk year-end audit report (summarizing our key audit findings) Audit and Risk Management
Management to management and discuss any comments or revisions Committee / Board and
Committee / suggested by management., ) . additional drafting sessions
Board +  Inaddition, we will attend two Audit and Risk Management or clearance meetings with
meetings Committee / Board meetings to present our audit plan and management will be billed

final year-end audit repert and the annual general meeting
(if applicable).

separately.

PwiC
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