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AUDIT 
COMMITTEE 

Tuesday, July 3, 2018 
5:00pm 

SUB 0-55 
 

We would like to respectfully acknowledge that our University and our Students’ Union are located on Treaty 6 Territory. 
We are grateful to be on Cree, Dene, Saulteaux, Métis, Blackfoot, and Nakota Sioux territory; specifically the ancestral 

space of the Papaschase Cree. These Nations are our family, friends, faculty, staff, students, and peers. As members of the 
University of Alberta Students’ Union we honour the nation-to-nation treaty relationship. We aspire for our learning, 

research, teaching, and governance to acknowledge and work towards the decolonization of Indigenous knowledges and 
traditions. 

 
AGENDA (AC-2018-02) 

2018-02/1 INTRODUCTION 

2018-02/1a Call to Order 

2018-02/1b Approval of Agenda 

2018-02/1c Approval of Minutes 

2018-02/1d Chair’s Business 

2018-02/2 QUESTION/DISCUSSION PERIOD 

2018-02/3 COMMITTEE BUSINESS 

2018-02/3a PALINDAT MOVES to allow the 2018 KPMG Audit Planning Report.  
 
See AC-2018-02.01.  

2018-02/3b Executive Committee/Sr. Manager, Financial Statement(s) Review  
 
Paper copies will of these statements will be provided at the meeting .  

2018-02/4 INFORMATION ITEMS 

2018-02/4a AC-2018-01, Minutes  - June 5, 2018.  
 
See AC-2018-02.01.  

2018-02/4b KPMG 2018 Audit Planning Report.  
 
See  AC-2018-02.01.  

2018-02/5 ADJOURNMENT 



2018-02/5a Next Meeting: August 14, 2018 @ 5:00PM in SUB 0-55.  
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We would like to respectfully acknowledge that our University and our Students’ Union are located on Treaty 6 Territory. 
We are grateful to be on Cree, Dene, Saulteaux, Métis, Blackfoot, and Nakota Sioux territory; specifically the ancestral 

space of the Papaschase Cree. These Nations are our family, friends, faculty, staff, students, and peers. As members of the 
University of Alberta Students’ Union we honour the nation-to-nation treaty relationship. We aspire for our learning, 

research, teaching, and governance to acknowledge and work towards the decolonization of Indigenous knowledges and 
traditions. 

 
ATTENDANCE 

 
NAME 

 
PROXY 

 
PRESENT 

SUBMISSION OF 
WRITTEN FEEDBACK 

(IF ABSENT) 

Connor Palindat (Chair)   Y  

David Chung  N  

Brandi Kobes Kara Farris Y  

Rowan Ley  Y  

Luke Statt  Y  

Jimmy Thibaudeau  Y  

 
AGENDA (AC-2018-01) 

2018-01/1 INTRODUCTION 

2018-01/1a Call to Order 
PALINDAT: Called the meeting to order at 5:02PM.  

2018-01/1b Approval of Agenda 
THIBAUDEAU/AGARWAL MOVED to approve the agenda.  
3/0/1 - CARRIED 

2018-01/1c Approval of Minutes 
THIBAUDEAU/PALINDAT MOVED to approve the minutes of AC-2018-00-M. 
2/0/2 - CARRIED 

2018-01/1d Chair’s Business 

2018-01/1e Allocation of Audit 

AC-2018-02.01



PALINDAT: Released the 2018/2019 Audit Distribution and Status Document to 
the Committee. Noted that KPMG will attend the next meeting to present the plan 
for the annual audit, which will conclude in November, and will reviewed by the 
Committee and Council thereafter. Assigned audit areas to the Committee 
accordance with the Document. Asked members to track their audit progress (eg. 
in progress, completed, etc) using the Document. Determined allocate the Fall and 
Winter audit areas in August. Noted that the Committee will review April, May, 
and June Executive Mastercard statements in July. Requested that members 
prioritise audits involving residence associations, rather than faculty associations, 
as residence associations collect fees.  

2018-01/1f Explanation of the Audit Process 
 
PALINDAT: Anticipated that members will receive budgets to audit in July and 
August. Explained that members (1) select an individual line of a given budget to 
audit and subsequently (2) receive and total the constituent receipts for the line 
in question and finally (3) cross-reference their total with the stated total 
checking for concurrence.  
 
THIBAUDEAU: Emphasised that the rationale for a given expenditure is irrelevant 
as the Committee only checks for embezzlement.  
 
PALINDAT: Noted that he normally audits expenditure relating to office supplies 
and events.  
 
AGARWAL: Inquired into whether the Committee audits student groups.  
 
PALINDAT: Responded that student groups are not regularly audited by the 
Committee. Added that the Committee is empowered to request monthly profit 
and loss statements from any SU department. Noted that Committee proxies must 
sign non-disclosure agreements. 
 
STATT: Requested profit and loss statements for every Students’ Union 
department. Requested, in specific, a profit and loss statement for the Students’ 
Union Building.  
 
THIBAUDEAU: Inquired into the procedure associated with uncovering a 
budgetary inconsistency.  
 
PALINDAT: Responded that members should contact him after discovering a 
budgetary inconsistency. Advised against contacting the parties subject to an 
audit which identified an inconstancy.  

2018-01/2 QUESTION/DISCUSSION PERIOD 

2018-01/3 COMMITTEE BUSINESS 

2018-01/4 INFORMATION ITEMS 



2018-01/4a AC-2018-00, Minutes  - May 8, 2018.  
 
See AC-2018-01.01.  

2018-01/5 ADJOURNMENT 

2018-01/5a Next Meeting: July 3, 2018 @ 5:00PM in SUB 0-55.  
 
PALINDAT: Adjourned the meeting at 5:19pm.  

 
SUMMARY OF MOTIONS 
 

MOTION VOTES 

THIBAUDEAU/AGARWAL MOVED to approve the 
agenda.  

3/0/1 - CARRIED 

THIBAUDEAU/PALINDAT MOVED to approve the 
minutes of AC-2018-00-M. 

2/0/2 - CARRIED 
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At KPMG, we are passionate about earning your trust. We take deep 
personal accountability, individually and as a team, to deliver 

exceptional service and value in all our dealings with you. 

At the end of the day, we measure our success from the only 
perspective that matters – yours. 

The contacts at KPMG in 
connection with this report 
are: 
 
John Stelter, FCPA, FCA 
Engagement Partner 
Tel: 780.429.6511 
jstelter@kpmg.ca 
 
Kirstin Dechant, CPA, CA 
Senior Manager 
Tel: 780.429.6056 
kdechant@kpmg.ca  
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This Audit Planning Report should not be used for any other purpose or by anyone other than the Audit Committee. KPMG shall have no responsibility or liability for loss or 
damages or claims, if any, to or by any third party as this Audit Planning Report has not been prepared for, and is not intended for, and should not be used by, any third 
party or for any other purpose. 

Executive summary 

What is an audit? 
An audit involves inspecting the SU’s records and accounts to provide an opinion 
on whether the financial statements are fairly stated in accordance with Canadian 
Accounting Standards for Not-For-Profit Organizations. The overall objective of 
an audit is to obtain reasonable assurance whether the financial statements as a 
whole are free from material misstatement. 
Audit testing responses to audit risk (i.e. the risk that financial statements are 
materially misstated and the audit does not detect this), and audit procedures are 
designed to reduce audit risk to an acceptably low level. 

Audit materiality 
Materiality is a concept or convention within auditing relating to the 
importance/significance of an amount, transaction or discrepancy within financial 
statements.  
Materiality has been determined based on prior year revenues for the SU. We 
have determined materiality to be $617,000 for the year ending April 30, 2018 
(2017 - $580,000). 
Materiality has been determined based on prior year assets for the Students’ 
Involvement and Endowment Foundations (“SIEF”). We have determined 
materiality to be $110,000 for the year ending April 30, 2018 (2017 - $100,000). 

Effective communication 
We are committed to transparent and thorough reporting of issues to senior 
management and the Audit Committee. 
 

Areas of audit focus 
Our audit is risk-focused.  In planning our audit we have taken into account key 
areas of focus. These include: 
– Cash and inventory; 
– Investments and investment income; 
– Deferred revenue and deposits; 
– Capital assets and amortization; 
– Accounts payable and accrued liabilities; 
– University of Alberta loan payable; 
– Student fees; 
– Departmental revenues; 
– Departmental expenses; and 
– Risk of management override of controls.  

Current developments  
There are no new relevant accounting or auditing changes to be brought to your 
attention at this time. 

Independence 
We are independent and have extensive quality control and conflict checking 
processes in place. We provide complete transparency on all services and follow 
Audit Committee approved protocols. 
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Audit materiality (the SU)  
The determination of materiality requires professional judgment and is based on a combination of quantitative and qualitative assessments including the nature of account 
balances and financial statement disclosures.  
The first step is the determination of the amounts used for planning purposes as follows:  

Materiality 
determination Comments Amount 

Metrics  Relevant metrics include revenues or expenditures, program costs and fund balances.   

Benchmark Based on total revenues from the prior year. This benchmark is consistent with the prior year. $20,573,000 

Materiality Determined to plan and perform the audit and to evaluate the effects of identified misstatements on 
the audit and of any uncorrected misstatements on the financial statements. The corresponding 
amount for the prior year’s audit was $580,000. 

$617,000 

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

Performance materiality Approximately 75% of materiality, and used primarily to determine the nature, timing and extent of 
audit procedures. The corresponding amount for the prior year’s audit was $435,000. 

$462,000 

Audit Misstatement Posting 
Threshold (AMPT) 

Threshold used to accumulate misstatements identified during the audit. The corresponding amount 
for the previous year’s audit was $29,000. 

$30,000 

 
Professional standards require us to re-assess materiality at the completion of our audit based on period-end results or new information in order to confirm whether the 
amount determined for planning purposes remains appropriate. Our assessment of misstatements, if any, in amounts or disclosures at the completion of our audit will 
include the consideration of both quantitative and qualitative factors.  
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Audit materiality (the SIEF)  
The determination of materiality requires professional judgment and is based on a combination of quantitative and qualitative assessments including the nature of account 
balances and financial statement disclosures.  
The first step is the determination of the amounts used for planning purposes as follows:  

Materiality 
determination Comments Amount 

Metrics  Relevant metrics include total assets, fund balances and expenditures.   

Benchmark Based on total assets from the prior year. This benchmark is consistent with the prior year. $3,673,000 

Materiality Determined to plan and perform the audit and to evaluate the effects of identified misstatements on 
the audit and of any uncorrected misstatements on the financial statements. The corresponding 
amount for the prior year’s audit was $100,000. 

$110,000 

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

Performance materiality Approximately 75% of materiality, and used primarily to determine the nature, timing and extent of 
audit procedures. The corresponding amount for the prior year’s audit was $75,000. 

$82,000 

Audit Misstatement Posting 
Threshold (AMPT) 

Threshold used to accumulate misstatements identified during the audit. The corresponding amount 
for the previous year’s audit was $5,000. 

$5,000 

 
Professional standards require us to re-assess materiality at the completion of our audit based on period-end results or new information in order to confirm whether the 
amount determined for planning purposes remains appropriate. Our assessment of misstatements, if any, in amounts or disclosures at the completion of our audit will 
include the consideration of both quantitative and qualitative factors.  
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Areas of audit focus  
Inherent risk is the susceptibility of an assertion related to a significant account or disclosure to a misstatement which could be material, individually or when aggregated 
with other misstatements, assuming that there are no related controls. 
Our assessment of inherent risk is based on various factors, including the size of the balance, its inherent complexity, the level of uncertainty in measurements, as well as 
significant external market factors or those particular to the internal environment of the entity. 

Areas of focus Relevant assertions Our audit approach 
Cash and inventory Completeness, existence 

and accuracy 
– External confirmation of year-end cash balances; 
– Vouch reconciling items to supporting documentation; and 
– Attend year-end inventory counts, including performing a cash count. 

Investments and 
investment income 

Completeness, existence, 
accuracy and valuation 

– External confirmation of year-end balances and investment income; 
– Perform substantive analytical procedures over investment income; 
– Recalculate of gains/losses; and 
– Assess any investments for indicators of impairment. 

Deferred revenue and 
deposits 

Completeness, existence 
and accuracy 

– Agree additions in the year to supporting documentation to ensure deferral is appropriate; and 
– Agree deferred revenue recognized in the year to supporting documentation to ensure that revenue 

recognition criteria has been met. 

Capital assets and 
amortization 

Completeness, existence 
and accuracy 

– Agree additions/dispositions to supporting documentation and recalculate any gain/loss; and 
– Recalculate the amortization of capital assets. 

Accounts payable and 
accrued liabilities 

Completeness, existence 
and accuracy 

– Perform a search for unrecorded liabilities; and 
– Vouch accrued liabilities to supporting documentation. 

University of Alberta 
loan payable 

Completeness, existence, 
accuracy and presentation 

– Confirmation of year-end loan balance with the University of Alberta; 
– Recalculate current and long-term portion; 
– Recalculate any accrued interest. 
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Areas of audit focus (continued) 
Areas of focus Relevant assertions Our audit approach 

Student fees Completeness, existence 
and accuracy 

– Confirmation of student fees with the University of Alberta; and 
– Perform substantive analytical procedures over student fees. 

Departmental revenues Completeness, existence, 
accuracy and presentation 

– Perform substantive analytical trend analysis over revenues disaggregating by month;  
– Perform substantive analytical procedures over key operating lines; 
– On a sample basis, vouch individual revenue transactions to supporting documentation. 

Departmental expenses Completeness, existence 
and accuracy 

– Perform substantial analytical procedure over each category of expense; and 
– Perform gross margin analysis by key operating lines. 

Salaries, wages and 
benefits 

Completeness, existence 
and accuracy 

– Perform substantial analytical procedures over salaries, wages and benefits. 
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Areas of audit focus (continued)  

Professional standards presume the risk of fraudulent revenue recognition and the risk of management override of controls exist in all companies. 
The risk of fraudulent revenue recognition can be rebutted, but the risk of management override of control cannot, since management is typically in a unique position to 
perpetrate fraud because of its ability to manipulate accounting records and prepare fraudulent financial statements by overriding controls that otherwise appear to be 
operating effectively. 

Professional 
requirements Why Our audit approach 

Fraud risk from 
revenue recognition 

This is a presumed fraud risk. 
We have rebutted this risk for the SU 
and SIEF as they are not high public 
profile entities and there are no 
significant third party expectations in 
relation to revenue. Revenue is 
relatively simple to recognize and does 
not involve elements of significant 
judgement. As a result, we have not 
identified a risk of material 
misstatement of revenue due to 
fraudulent financial reporting by 
management. 

As the risk has been rebutted, our audit methodology in relation to revenue is limited to analytical 
procedures and testing of significant inflows.  

Risk of management 
override of controls 

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

As the risk is not rebuttable, our audit methodology incorporates the required procedures in 
professional standards to address this risk. These procedures include testing of journal entries and 
other adjustments, performing a retrospective review of estimates and evaluating the business 
rationale of significant unusual transactions. 
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Proposed fees  
In determining the fees for our services, we have considered the nature, extent and timing of our planned audit procedures as described above.  
Our fee analysis has been reviewed with and agreed upon by management. 
Our fees are estimated as follows: 

 Current year (budget) Prior year (actual) 
Audit of the SU annual financial statements $36,000 $35,000 

Preparation and filing of the corporate income tax return for the SU $1,000 $1,000 

Audit of the SIEF annual financial statements $5,000 $4,800 

 

Matters that could impact our fee 
The proposed fees outlined above are based on the assumptions described in the engagement letter.  
The critical assumptions, and factors that cause a change in our fees, include: 
– Significant changes in the nature or size of the operations beyond those contemplated in our planning processes; 
– Changes in professional standards or requirements arising as a result of changes in professional standards or the interpretation thereof; 
– Changes in the time of our work.  
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Audit cycle and timetable  
Our key activities during the year are designed to achieve our one principal objective:  

• To provide a robust audit, efficiently delivered by a high quality team focused on key issues. 
Our timeline is in line with prior year, to avoid any last minute surprises. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Planning 

Interim  
fieldwork 

Strategy Ongoing 
communication with 

Board/Audit 
Committee and Senior 

Management 

  

Final 
fieldwork 

and 
reporting 

Debrief 

Statutory / Other 
Reporting 

 

 

Audit strategy discussions 
based on debrief of audit: 
Ongoing 

Audit plan discussion: July 2018 
 

Final fieldwork: August 13 – 24, 2018 
Closing meetings: 
Audit findings discussion with management: 
August 2018 
Audit findings discussion with Audit Committee: 
September 2018 

Issuance of audit report on SU and SIEF financial 
statements: September 2018 
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Appendices 
Appendix 1: Engagement letter 

Appendix 2: Audit quality and risk management 

Appendix 3: KPMG’s audit approach and methodology 

Appendix 4: Required communications  
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Appendix 1: Engagement letter 
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Appendix 2: Audit quality and risk management  
KPMG maintains a system of quality control designed to reflect our drive and 
determination to deliver independent, unbiased advice and opinions, and also 
meet the requirements of Canadian professional standards. 

Quality control is fundamental to our business and is the responsibility of every 
partner and employee. The following diagram summarises the six key elements 
of our quality control systems. 

Visit our Audit Quality Resources page for more information including access to our audit quality report, Audit quality: Our hands-on process.  
 
  – Other controls include: 

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

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

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

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

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

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

– The processes we employ to help retain 
and develop people include: 
– Assignment based on skills and experience; 
– Rotation of partners; 
– Performance evaluation; 
– Development and training; and 
– Appropriate supervision and coaching. 

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

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

Audit quality 
and risk 

management 

Personnel 
management 

Other risk 
management 

quality controls 

Independent 
monitoring 

Engagement 
performance 

standards 

Acceptance & 
continuance of 

clients / 
engagements 

Independence, 
integrity, ethics 
and objectivity 

http://www.kpmg.ca/audittrends
https://home.kpmg.com/ca/en/home/insights/2018/02/the-blockchain-shift-will-be-seismic.html
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Appendix 3: KPMG’s audit approach and methodology  
Technology-enabled audit workflow (eAudIT) 
  
Engagement Setup 
– Tailor the eAudIT workflow to your 

circumstances 
– Access global knowledge specific to your 

industry 
– Team selection and timetable 
Completion 
– Tailor the eAudIT workflow to your 

circumstances 
– Update risk assessment 
– Perform completion procedures and overall 

evaluation of results and financial 
statements 

– Form and issue audit opinion on financial 
statements  

– Obtain written representation from 
management 

– Required Audit Committee communications 

– Debrief audit process 

Risk Assessment 
– Tailor the eAudIT workflow to your 

circumstances 
– Understand your business and financial 

processes 
– Identify significant risks 
– Plan the use of KPMG specialists and 

others including auditor’s external experts, 
management experts, internal auditors, 
service organizations auditors and 
component auditors 

– Determine audit approach 
– Evaluate design and implementation of 

internal controls (as required or considered 
necessary) 

Testing 
– Tailor the eAudIT workflow to your 

circumstances 
– Perform tests of operating effectiveness of 

internal controls (as required or considered 
necessary) 

– Perform substantive tests 
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Appendix 4: Required communications  
In accordance with professional standards, there are a number of communications that are required during the course of and upon completion of our audit. These include: 

– Engagement letter – the objectives of the audit, our responsibilities in 
carrying out our audit, as well as management’s responsibilities, are set out 
in the engagement letter and any subsequent amendment letters as 
attached. 

– Audit planning report – as attached 
– Required inquiries – professional standards require that during the planning 

of our audit we obtain your views on risk of fraud and other matters. We 
make similar inquiries to management as part of our planning process; 
responses to these will assist us in planning our overall audit strategy and 
audit approach accordingly. 

Management representation letter – we will obtain from management 
certain representations at the completion of the annual audit. In accordance 
with professional standards, copies of the representation letter will be 
provided to the Audit Committee. 

– Audit findings report – at the completion of our audit, we will provide a 
report to the Audit Committee. 
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