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To tile members of the Audit, Finance & Administration cmmnittee of
The Corporation of the City of Hamilton

We're pleased to enclose our Repot€ to lhe Audit, Finance &Administration Commiltee - hdtial

communication on atMitplanning. The purpose of tiffs document, and our upconÿng meeting to

discuss its content, is to initiate effective two way communication with you regarding our

financial statement audit engagement of The Corporation of tile City of Hamilton ("the City")
for the )'ear ending December 31, 2010. Tiffs communication xg*ll assist the committee in

understanding the terms of the audit engagement; our proposed audit strategy and the level of
responsilJility assumed by Grant Thornton LLP under Canadian auditing standards (CAS).

Tiffs communication has been prepared to compli, with die reqt}irements outlined in CAS 260

Communication with those Chawd with Govemamÿ. Tim infonnafion in tlffs document is intended
solely for the information and use of the Audit, Finance & Adinidistration Committee, Council

and management. It is not intended to be distributed or used by anyone other than these
specified parties.

If you have an)* pardcular comments, concerns or addifional expectations diat may require us to

undertake additional work over and above that wlffch is currently contemplated, please do not
hesitate to raise them at our next scheduled meeting.

Yours sincerely,
Grant Thornton LLP

Melanie Dugard, CA
Principal

Audit • lax * Advlsoty
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Report to the Audit, Fhlance & Administralion Committee - IniUal communication on
audit planning
City of Hamilton
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The CitT of Hamilton - Environmental scan -

changes in the mumclpality and standards

l.r !ÿ[ÿ:::!< ÿ•• /•ÿtÿ • ÿ £ÿ:/•:  •  v::::   ÿ  :¸"  V  <• •  :   S ?ÿ       ••  •  • ÿ•   • , :?ÿ    :      •  :•j ÿ  •ÿ% •
acc0untmg Imd aud!ÿg standaY&; We haye considered these factors m preparing the 20!0

: r , ,
iiidit plaÿi for The City 0f Hÿton :, ; ::

We consider all relevant
factors when preparing
an audit plan
specifically tailored to
your municipality

Municipal-specific changes and business environment

As part of our audit planning, we have discussions with management and staff in various departments

to determine if there have been aW significant changes that would impact our audit approach. We
noted no significant changes in the processing of tax xeveaues, employee compensation, or wkhin the

purchasing department. Our planning for the other audits performed as part of our contzact with the
City did not identiÿ, any otheÿ significant matters impacting otu" approach for the 2010 audit of the
City.

Accounting Standards

Accounting standards issued by the Accounting Standards Board which may affect the City for the
cuÿent and furore ),ears include:

• PS 3800 Withdrawal of Government
assistance

• PS 3260 Liability for contatrdnated sites

• PS 3520 Tax Revenue

Further detail of the changes to accounting standards, including management's preliminat3, comments

on their applicability to the City, are included in AppendLx B. If you have any questions about these
changes we invite you to raise them during our next meeting. We will be pleased to address your

questions.

Auditing standards

The Auditing and Assurance Standard Board (AASB) has adopted the International Standards on

Auditing (ISAs) as Canadian Auditing Standards (CASs). These CASs are in effect for the year ended

December 31, 20!0• Our audit plan and resulting audit strategy comply widl the new CASs and as a

result you may note a change in our audit procedures related to group audits, auditing esthnates, use of

experts and communications with those charged with governance. The most significant change is the
wording of our standard report and when we date the audit report.

Aucrt, Tÿx ,Adÿ=0r/
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Auditing standards issued by the AASB daat may change die nature, timing and extent of our audit

procedures on Tim City of Hamilton and our communication with daose charged with governance
include:

• CAS21OAgreeingtheTermsofAudit

Engagements

• CAS 250 The Auditor's Responsibilities

Relating to Laws and Regulations in an
Audit of Financial Statements

• CAS 260 Communications widl Those

Charged with Governance

• CAS 501 Audit Exg*dence Regarding Specific
Financial Statement Account Balances and
Disclosures

• CAS 505 External Confirmations

• CAS 540 Auditing Accounting Estimates
Including Fair Value Accounting Estimates,
and Related Disclosures

• CAS 560 Subsequent Events

• CAS 570 Going Concern

• CAS 580 Written Representations

• CAS 700 The Independent Auditor's Report
on General Purpose Financial Statements

• CAS 705 Modifications to the Opinion in

the Independent Auditor's Report

• CAS 706 Emphasis of Matter Paragraphs
and Other Matter Paragraphs in the

Independent Auditor's Report

• CAS 710 Comparative information -

Corresponding Figures and Comparative
Financial Statements

Fm'ther detail of the changes to auditing standards and daeir applicabilit3, to dae City are included in

AppendL,: C. If you have an)" questions about these changes we im ite you to raise them during our next  {

meeting. We will be pleased to address ),our questions.

Aud t • Tÿx *Adcÿsor/
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Achieving effective governance

There are several fundamental components o£ effective governance. The Audit, Finance &

Administration Committee plays a key role in achieving strong governance, particularly with respect to
financial reporting.

The Audit, Finance &
Administration
committee helps set the
tone for the City by
emphasizing honesty,
ethical behaviour and
fraud prevention

r/
/

Roles in ensurm  strong financial reporting

Role of tfieAudit,ÿI =: Heip set ihe tono forÿe City byempfiasizing honÿsty, ethicatlbehaviour and i'ra6a p}evention ;i

,a.dmdistration :; ÿ1ÿ  Overseemÿnagement'includingensudngthatmanagementeÿtabhsheaandmaintainslntemalÿ
co ÿ   e ÿcontrolstocrovidÿr6asoeÿbleasgurÿceragÿrdlhgreiÿaSilityoffinancialrep6rtJhg :::::: : ÿ

? ) -2 :: :-:: ::: :   • Dlrectlyoversee theworkofthe:extemfilauditots ncldd ngÿevewing discuss ng ahd:apprbving

Role of Grant :i- ÿ 11 m Provide an aud!i 0Pinion that the financial statements ate in accordance with Cana:dian GAAP :ÿ:
Th0r0tgnLLp ::  ÿ:Jorpub!icsectocentJUes :-: :--- ÿi- ÿ -:i ::!: :::-::::ÿi
-:: : ;: :::: :i;::'Conduc|01JraddJtinaccoidarlÿthCanadlanAuditingStanaards : :::-:ÿ ::-: ÿ : \

:  : ::  ÿ;:ÿ::: ÿ :iMaintainindependehceandobjeetivity:i:  : i i    ::  ::Y:I i:::=2 : ?ÿ: ::! :::::

:ii   :: :2::     i* Be a resource to the Audit, Flnance&:Administratloncommitieeandmafiegementÿ :ÿ  :

: ÿ   : 2:1: "implement and effective bye way comrnunication process that reports matters of inie¢esi to the
:ÿ :  i i : Audit, Finance &Administrali0n commlttee andobtal.Smatters     i:  U  ::                :: :   :'::npu fromthecomrnttÿeonaÿiditdsk:              :::    :::ÿ:::  ÿ

1,
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Quality assurance, independence and
communication

Grant Thornton LLP has
a robust quality control
program

Quality assurance

Grant Tbornton LLP has a robust quafity control program that forms a core pÿrt of our client sen,ice.

We combine internationally developed audit methodology, advanced teclmology, rigorous ÿeview
procedures, mandatory professional development requirements, and the use of specialists to deliver

ltigh quality audit seÿ,ices to our clients. In addidon to our internal processes, we are subject to
inspection and oversight by standard setting and regulatoiT bodies. We are proud of our firm's

approach to quality assurance and would be pleased to discuss any aspect widi you at your convenience.

Independence.

We have a rigorous process where we continuaUy monitor and maintain our independence. We are

required to cmrmmnicate this annually to the Audit, Finance & Administration cormnittee of die City in
writing and have attached our letter of independence as AppenclLx D. The process of maintaining our
independence includes, but is not limited to file ic]entification of dÿeats to our independence and

putting into place safeguards to mitigate those direatL For'example, we evaluate the independence
threat of an), non-audit set,rices provided to The City of Hamilton.

Throughout the audit
process we encourage
the Audit, Finance &
Administration
committee to contact us
if there are any
Questions or concerns

Communication with the Auditÿ Finance & Administration committee

Effective and timely communication is key to quality service. In conducting our audit we will
communicate as required with the Audit, Finance & Administration committee so diat issues and
concerns are addressed in a timely and productive manner. We also require the Audit, Finance &

Administration eomnlitree's input and perspective on various risk assessment matters such as fraud

risk, eompfianee with laws and regulations and we welcome the Audit, Finance & Administration
committee's view on the City's system of internal controls.

We encourage the members of the Audit, Finance & Adiaÿidistration committee to contact us at any
thne if questions or concerns arise.

Au0ÿt, Tax, Adÿsÿry
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Our audit approach

An understanding of your municipality and ),our business drives the Grant Thornton LLP audit

approach. The audit medlodology is risk based and specifically tailored to Tile City of Hamilton as
depicted b eloxw..

Risk assessment process

Our tailored audit approach results in procedures designed to respond to an identified risk. The greater
the risk of material misstatement associated \vifla flae account, tr{msaction or balance, the greater audit

emphasis placed in terms of audit verification and analysis.
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Other communications

As a result ofoux afidit process we xÿdU communicate in our "results report" information on the

folloxÿdng matters:

• Misstatements, other than ttivial errors;

• Fraud;

• Misstatements that may cause future financial statements to be materinUy misstated;

• Illegal or possibly illegal acts, otheÿ than those considered inconsequential; and

• Material weaknesses and significant deficiencies in internal control over financial reporting.

Internal control

Our audit includes gaining an understanding of the Ciu's internal control over financial reporting. Our
understanding will focus on processes associated with the identified financial statement risk areas (see

below). The audit team uses this understanding to determine the natme, extent and timing of our audit

procedures.

Our understanding may also result in valuable internal control findings for ),our consideration. Please
note that the objectives of a financial statement audit are different from fiduciat3, control objectives.
Therefore, management and the Audit, Finance & Administration committee cannot rely on our

findings to discharge tlaeir responsibilities in this area.

Risk assessment

Our risk assessment process has identified the fonowing areas where we will focus our attention:

- Riskarea::= :i: i : =:=:: ;=:'--:?- =ÿ--:5- :2-  Pianiÿedauditprocbdilreb

:: ::: ::ÿ:ÿ-ÿ,  :: : = : : ::: : ::  /ÿ- ::: : [tesUng subsequentmceiptSÿi-eview{hg managbaieÿt ÿsil,,riates

iPaichasgsafidpayablÿ:  : :i i: 2: :ÿ; ? - NrÿalyÿicNassessmeni0feÿ0ensesbgsedonexpeaiations ?

::: ÿ ÿ:v:  :::: : ::: :::ÿ  ::::?:  ::: -::: ÿewsupperÿhgdbCUrhÿniatiÿnandmanagementestimates
: :::    : 2  :   : :'     :   ):  withrespecttoNec0mpietenessandacou)acy0fsgNflcgnt :

I        :  ÿ: 7      :1: :  : :   iÿ  i -i LI  rearÿendacoruals, ,

Provisions for employee benefits and landfill          Review assumptions used by ÿ'eanagement and any availab ei.  ......  ....   :
: closure/post-closure costs                         independent reporls.  '

:                                : RecalcuIaf!onofthepresentya]ilecalculaiionforthefutore

liability.
Grants and subsidies                           Review 6f tile all0coiion of funds bekvean fiscal periods to

determ!ne if itis appropriate.

Review of grant terms to determine if any deferralsÿ receivableÿ
or payables are appropriate. :

: Commitments and contingencies                  Verify accuracy and reasonableness of amounts and
disclosuresi ÿth reference to correspondence with fawyersl

Examination of supporting documentation and discussi0ns with
management.

ALÿdit, Iÿ, Jÿds :,ry
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Riskarea  : ÿ : : ; : : : =;  Piaiinedaudi[lbr0cedureÿi: , ) : , ÿi

Materiality
The purpose of our audit is to provide an opinion as to whethex your financial statements present fairly,

in all material respects, the financial position, results of operations and cash flows in accordance with

Canadian accounting standards for public sector entities as of December 31, 2010. Therefore,
materiality is a critical auditing concept and as such we apply it in all stages of the engagement.

Applying the concept of materialit), at the planning and execution stage of the engagement recognizes
that the audit team cannot verif)* ever}" balance, transaction or judgment made in fire financial reporting

process. During audit planning, we make a preliminar}* assessment of matefiatity for purposes of

developing our audit sttateg% including determining the extent of our audit procedures. During the

completion stage, we consider not only the quantitative assessment of materiality, but also qualitative

factors, in assessing the impact on the £mancial statements, our audit opinion and the matters reported

to the Audit, Finance & zÿ.dministration committee.

Fraud can occur in
any organization, at
any time, and can
be perpetrated by
anyone,

Fraud considerations

\Ve are responsible for planning and perforating the audit ÿo obtain reasonable assurance as to whether

the financial statements are free of material misstatement caused by error or by fraud. Our audit

procedures comply with the requirements of CAS 240 Auditor's Responsibility Relating to FtwM in all-Audit
ofFilmmia/Statements. CAS 240 heightens the auditors' awareness of the potential for fraud when

planning and executing audits and it emphasizes the need for professional scepticism during flae audit.

In,addition, the auditing standard requires us to communicate with you on matters related to fraud

including obtaitfing your perspective on the risk of fraud wiflfin the City and whether you are aware of

or suspect any fraudulent acdvit3ÿ. If our audit procedures identiÿ, fraud or we suspect fraud, we xx;tll

report such matters to you.

The following provides a surmnat3, of some of the fraud-related procedures we plan to perform during
the audit:

• Discuss anaongst the engagement team where the financial statements may be susceptible to material

misstatement due to fraud.

• Gather infornaation to identify die risks of material naisstatement due to fraud, including our

understanding of internal control aud makiug detailed inquiries to senior management, internal audit
and members of the Audit, Finance & Administration cormafittee.

• Using the information gathered in our risk assessment process.

AUÿlt, Tax • Adv'sory
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Group audit

In forming our opinion on the financial statements of die City we plan to use work of file following
component auditors:

[ HamlR0nUtlliUes Corporatidn  -_

x,'ÿre w'tll coordinate our audit efforts \vifll die component auditors and discuss/communicate relevant

audit matters such as materiality, risk assessment, area of audit focus, timing and required information

for our audit of file financial statements. Our risk assessment and quality control process win vary

depending on tim significance of the component and may include a detailed review of flleir working

papers and, if necessary, performing supplemental audit procedures.

Use of work of internal audit

We win review and consider rile internal audit reports issued in file ),ear and assess ttm consequences of

their findings on our audit approach.

Use of experts

\'{re intend to use file work of experts for the following:

• Landfill retirement obligations,

• Verification of the fair value of asset backed commercial paper, and

• Employee future benefit liability.

Client assistance and readiness

Client assistance and readiness am integral to the successful meeting of our targeted report release date.

As presented further be.low, it is also critical in meeting our agreed fee. To facilitate the communication
process, we have provided management \vidl a letter detailing expected assistance and die critical

nÿilestone dates.

We are committed to
executing our audit in a
most effective, efficient
and timely manner

Deliverables
We are coturnitted to executing our audit in a most effective, efficient and timely manner. We wÿl

provide fire following dellverables to the Audit, Finance & Administration committee:

• Initial communication on audit planning,

• Audit repurt on the financial statements of the City,

• Communication o f audit results, and

• Management letter flaat provides our obselamtions and recomanendations regarding internal controls

based on matters identified during the course of our audit

Aunt, Tÿc ' Adv;soq
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Audit timetable

:ÿ: Decern56r 20t0ÿ ÿ:ÿ

:    :            T    I : : : :  .... ,
February 20"i'Jÿ ÿ
: ÿ-ÿ:ÿ-:ÿ--::ÿ- :  Finaÿ ÿ Admÿhistraloh Comÿittee- lnifial cÿ)nÿmÿhicafion 6n Audit Plsnningÿ

:    Y: ::ÿ: ÿ ::  ÿ N]   ng  i ,'?,  ....  ÿ 11    n p p     .
Z : ::ÿ    :::: A,3d]t;Finanÿ,&AdministralionCommltteeÿ:CommunicaSonofAuditResults

AuSit. Tÿ • ASÿsoty
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Fee schedule

Fee proposal considerations

Upfront and periodic discussions are central to our approach in dealing with fees. Our goal is to avoid
surprises by having earl), and frank coÿurnunicafion. We wish to provide The City of Hamilton with a

competitive price and fair value, while also allowing sufficient audit tmurs to conduct an effective audit
and delb.,er quality sen,ice.

We have established a proposed fee for the audit for the },ear ended December 31, 2010 dlat is based

on the level of activity and the anticipated compleÿty of the audit of the City of Hamilton's financial
statements, and is in accordance with our quoted fee provided under RFP C6-10 06.

The proposed fee is based on receiving the foliowiug from management:
(

• Draft financial statements including the notes to the financial statements,

• All working papers and schedules as outlined in our requirements letter,

• Trial balance together with reconciled control accounts,.

,, All books and records made available to us when requested, and

• Use of the City's staff to help us locate information and provide explanations.

Our ability to deliver file sen, ices outlined in the agreed timetable and our proposed fee will depend

upon these schedules being available/tasks being completed by file due dates. If there are any variances
to tile above plan, we wilt discuss them with you and agree to any additional fees before costs are
incurred, wherever possible.

An}, unforeseen work outside the scope of this proposal will be billed separately after discussion wifll

appropriate City management.

Aunt, Tax ' Ad'ÿ 50ry
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Appendix A - Audit engagement letter

October 25, 2010

City of Hamilton
71 Main Street West
Hanfilton, ON L8P 4Y5

Dear Sb:/Madmn:

Thank you for reappointing Grant Tlmrnton LLP ("Grant Thornton", "we", "our") as auditors of the

Corporation of die Cit}, of Hamilton ("the City", "you" or "},our") for dae year ending December 31,

2010.

Objective, scope and limitations
You have requested that we audit dm consolidated financial statements of die Corporation of flae City

of Hamilton which comprise die consolidated statement of financial position as at December 31, 2010,
and flae consolidated statement of operations, consolidated statement of changes in net debt and flae

consolidated statement of cash flows for the year then ended, and a summatT of significant accounting

policies and odaer explanatot3, information. We are pleased to confirm our acceptance and our

understanding of dais audit engagement by means of dais letter. Our audit will be conducted with the
objective of our expressing an opinion on the consolidated financial statements.

The audit win not be planned or conducted in contemplation of reliance by an}, dtird party or with
respect to any specific transaction. Therefore, items of possible interest to a flaird party will not be

specifically addressed and matters may exist tbat would be assessed differently by a tlaird part},, possibly
ha connection with a specific transaction.

Our responsibilities

We win perform the audit in accordance with Canadian generally accepted auditing standards. These
standards require diat we comply wifla eflaical requirements and plan and perform flae audit to obtain
reasonable assurance about wheflaer the consolidated financial statements are free from material

naisstatement. An audit involves performing procedures to obtain audit evidence about flae amounts

Aug[t, Tax, Ad'&ort
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and disclosures in the consofidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the consolidated

financial statements, whether due to fraud or error. An audit also includes evaluating file

appropriateness of accounting policies used and file reasonableness of accounting estimates made by
management, as weU as evaluating the overall presentation of the consolidated financial statements.

Because of the inherent limitations of an audit, together with the inhexent limitations of internal

control, there is an unavoidable risk that some material nlisstatements may not be detected, even

though tile audit is properly planned and performed in accordance with Canadian generally accepted
auditing standards.

In making our risk assessments, we consider internal control relevant to the City's preparation of the

consolidated financial statements in order to design audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City's

internal control. However, we xAU communicate to you in writing concerning an}, significant

deficiencies in internal control relevant to the audit of the consolidated financial statements that we
have identified during the audit.

Management's responsibilities

Our audit will be conducted on the basis that management and those charged with governance
acknowledge and understand that riley have responsibility:

a)  For the preparation and fair presentation of the consolidated financial statements in accordance
with Canadian pubfic sector accounting standards.

b)  For such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error; and

c)  To provide us with:

i. Access to all information of wbich management is aware, that is relevant to the preparation of
the consolidated financial statements such as records, documentation and other matters;

ii. Additional information that we may request from management for the purpose of the audit;
and

iii. Unrestricted access to persons within the City from whom we determine it necessary to obtain
audit evidence.

As part of our audit process, we will request from management and those charged with governance

written confirmation concertmlg representations made to us in connection with rile audit• Those

representations will include:

Financial statements
a   comannnicating that all responsibilities, as set out in the terms of this engagement letter, for the

preparation of rim consolidated financial statements in accordance with Canadian public sector
accounting standards, in particular, the financial statements are fairly presented;

b   communicating belief that significant assumptions used in making accounting estimates, including
those measured at fair value are reasonable;

kuÿ t * Tax ,Agr;50ry
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c   acknowledging that all events subsequent to die date of the consofidated financial statements and
for wbich Canadian public sector accounting standards require adjustment or disclosure have been
adjusted or disclosed;

Completeness of information
d  providing us with and making available complete financial records and related data, and copies of

all minutes of meetings of council and committees of council;

e   acknowledging that all transactions have been recorded and are reflected in the financial
statements;

f

g

providing us with information relating to any known or probable instances Of non-compliance with
legislative or regulatory requirements, including financial reporting requirements;

providing us with information relating to any illegal or possibly illegal acts, and all facts related
thereto;

h  acknowledging that all related party relations!tips and related part), transactions bave been
appropriately accounted for and disclosed in accordance with file requirements of Canadian public
sector accounting standards;

Fraud and error
i   the design and implementation of internal controls to prevent and detect fraud and error;

an assessment of the risk that the financial statements may be materially misstated as a result of
fraud;

k   providing us with ÿnformation relating to fraud or suspe&ed fraud affecting the City invoh,ing:

i. management;
il. employees who have significant roles in internalcontrol; or
iii. others, where the fraud could have a material effect on dae fmancial statements;

1   providing us with information relating to any allegations of fraud or suspected fraud affecting the
City's financial statements communicated by employees, fomaer employees, analysts, regulators, or

others;

rn  communicating its befief that the effects of any uncorrected financial statement misstatements

aggregated during tbe audit are hrmaaterial, both individually and in the aggregate, to file
consolidated financial statements taken as a whole;

Recognition, measurement and disclosure
n  providing us with its assessment of file reasonableness of significant assumptions underlying fair

value measurements and disclosures hi the consolidated financial statements;

o  providing us \vidl any plans or intentions that may affect the carqdng value or classification of
assets or liabilities;

p  providing us with an assessment of all areas of measurenaent uncertainty known to management
that are required to be disclosed in accordance with h,IFÿ_SUREMENT UNCERTAINTY, CICA
HANDBOOK- ACCOUNTING Section 1508;

q   providing us with information relathlg to chinas and possible claims, wbether or not they have been
discussed with the City's legal counsel;

Aunt ,Tax ' AdHz0ÿy
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providing us with information relating to other liabilities and contingent gains or losses, including
those associated with guarantees, whether written or oral, under which the City is conÿngently
liable;

s

t

n

prmÿiding us with information on wlmther or not the City has satisfactory tide to assets, liens or
encumbrances on assets, and assets pledged as collateral;

providing us with information relating to compliance with aspects of contractual agreements that
may affect dm consolidated financial statements;

providing us with information concerning subsequent events; and

Written confirmation of significant representations
v  providing us with written confirmation of significant representations provided to us during the

engagement on matters that are:

i  directly related to items that are material, either individually or in the aggregate, to the
consolidated financial statements; and

ii  not directly related to items that are material to the consolidated financial statements but are
significant, either individually or in the aggregate, to the engagement.

Management agrees to make available draft consolidated financial statements, including appropriate
note disclosures and aW accompanying other information in time to allow for the audit to be

completed within the proposed timeframe. In addition, management agrees to inform us o£ any factors
or circumstances that come to their attention during the period from the date of the auditor's report to
the date financial statements are issued that may impact file donsolidated financial statements; including
their disclosures.

It is agreed that for any electronic distribution of your financial statements and our report thereon,
management is solely responsible for the accurate and complete, reproduction of the financial
statements and our report thereon.

While the report may be sent to the City elecÿonical]y by us for your convenience, only the signed
(electrollically or manual]),) report constitutes the City's record copy.

tf management intends to publish or otherwise reproduce our report (or odaerxÿdse make reference to

Grant Thornton LLP) in a document that contains other information, management agrees to (a)

provide Grant Thornton with a draft of such document to read, and Co) obtain our approval for

inclusion of our report, before the document is finalized and distributed. Management also agrees that
if our name is to be used in connection with tim financial statements, it will attach our auditors' report

when distributing the financial statements to tlfird parties.

We look forward to full cooperation from ),our staff during our audit.

Reporting

Unless unanticipated difficulties are encountered, our report xÿ;lll be substantially in the following form:

Audlt * Tax, Adÿls0ri
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INDEPENDENT AUDITOR'S REPORT

To the Members of Council, Inhabitants and Ratepayers of the Corporation of the Cib, of
Hamilton

We have audited the accompanying consolidated financial statements of the Corporation of the
City of Hamilton, wltich comprise the consolidated statement of financial position as at December
31, 2010, and the consolidated statement of operadons, consolidated statement of changes in net
debt and the consolidated statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

ManagemenPs Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian public sector accounting standards, and for such internal control as
management determines is necessat3, to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor's Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. \'ÿre
conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply x, dth ethical requirements and plan and perform the audit to
obtain reasonable assurance about 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 t-mancial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misst*itemeÿat of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control

relevant to die City's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on die effectiveness of the City's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and die reasonableness of accounting estimates made
by management, as wen as evaluating the overall presentation of the financial statements.

We believe that the audit exddence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of The Corporation of die City of HanRIton as at December 31, 2010, and its
financial performance and its cash flows for die year then ended in accordance with Canadian
public sector accounting standards.

Tlie form and content of our report may need to be amended in the light of our audit findings.

Au6it ' Tax 'A6ÿs0rÿ
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Other services

An}, additional services that you may request and we agree to provide will be the subject of separate
written arrangements.

Other matters
Privacy and confidentiality
Grant Thornton is committed to the protection of personal information. During the course of

planning, performing and reporting on the results of our audit of file City's financial statements,

partners and employees assigned to tiffs engagement will need to obtain, use and disclose personal
information in the possession of, or under the control of, the City. The City is responsible for
obtaining, when required under law or reg/ilation, consent from those parties that provided the City
with their personaJ information for Grant Thornton to obtain, use and disclose it for its reqni*ed

purposes.

When a proxrmdal institute is entitled to access to our working papers or other work-product relating to
your affairs, we will use all reasonable efforts to refuse access to any document over wlfich you have

expressly informed us that you assert prbiflege, except where production is required by law or requested
by a provincial Institute of Chartered Accountants pursuant to its statutory authority. You must mark

an), document over which you assert privilege at privileged. An)" legal or other out-of-pocket expense

incurred by us in asserting pdxiflege on your behalf vfdl be for your account.

We may also be required to provide information relating to our fees for audit services and you also
consent to us providing this information.

Use of electronic communications
During the course of our engagement(s), we may need to e!ectronically transmit confidential
information to each other and to outside specialists or other entities engaged by either Grant Thornton

or the City. Electronic methods include telephone, cell phones, e-mail and fax. These teclmologies
provide a fast and convenient way to communicate. However, all forms of cmnmudicafions have

inherent security weaknesses and the risk of compromised confidentiality cannot be eliminated. Tim
City agrees to the use of electronic methods to transmit and receive information.

Working papers/reports
All materials, reports and work created, developed or performed by Grant Thornton, including its

\voÿking papers during the course of the audit are the property of Grant Thornton.

Fees and expenses
An), fee esthnates by Grant Thornton LLP take into account the agreed-upon level of preparation and

assistance from your personnel and others (such as specialists, internal auditors and secondary auditors

upon whom we plan to rely), if any. Grant Thornton undertakes to advise management on a timely

basis slmuld this preparation and assistance not be provided or should any other circumstances arise
which cause fees to exceed our esthnates. Bills will be rendered on a regular basis as tim engagement

progresses. Accounts are due when rendered.

kudlt, Tÿ. Adÿ'is0ry
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We retain the right to suspend or terminate our seta,ice in the event of non-payment, and you will be

obligated to compensate us for all time expended and to reimburse us for out-of-pocket expenses

fl:rough the date of termination.

Interest on overdue accounts
All accounts outstanding over 30 days xxdll be charged interest at the rate of 1.5% per month (18% per
annum) until paid.

Taxes
All fees and other charges do not include any applicable federal, provincial, or other goods and services
or sales taxes, or an}, other taxes or duties whether presently in force or imposed in the future. Any

such taxes or duties shall be identified and charged separately on our billings.

Other
If, in our opinion our professional obligations require it, we may resign from the engagement prior to

completion. Should the City not fulfill its obfigations set out herein and in the absence of rectification

by the City within 10 days, Grant Thornton upon written notice to you, may terminate its performance
and will not be responsible for any loss, cost or expense resulting from such early termination.

Limitation of liability
In any acdon, claim, loss or damage arising out of the engagement, the Cit7 agrees that Grant

Tl:ornton's liability will be several and not joint and several and the City may only claim payment from
Grant Thornton of Grant Thomton's proportionate share of d:e total liability based on degree of fault.
An), action against Grant Thornton must be commenced on or before the date wltich is the earlier of: i)

eighteen months from the date on wlaich our audit report is prmdded to you and, li) the date by wlaich
an action nmst be commenced under any applicable legisla.tion other than limitation legislation. In no
event shall Grant Thornton be liable to tlie City whether the claim be in tort, contract or otherwise, for
an amount in excess of the professional fees paid by the City for dais engagement. In no event shall
Grant Thornton be liable to the Ciÿ,, whether a claim be in tort, contract or otheÿvise for any

consequential, indirect, lost profit or similar damages, or failure to realize expected sax;mgs.

Grant Thornton xx;fll use all reasonable efforts to complete within any agreed upon time-frame the

performance of the secvices described above. However, Grant Thornton shall not be liable for failures

or delays in performance that arise from causes beyond its control, including the untimely performance

or non-performance by the Cit7 of its obligations.

Governing law
Tlais engagement xÿ/fll be governed by the laws of Ontario. The Cig, and Grant Thornton LLP agree to

submit any unresolved dispute or any litigation arising as a result of or in relation to dtis letter to the
exclusive jurisdiction of the Courts of Ontario.

Survival of terms
This engagement letter will continue in force for subsequent audits unless tetÿninated by either party by
written notice prior to the commencement of d:e subsequent year's audit. The City and Grant

Aunt, Tÿ ' Adÿs0r'/
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Tlaornton LLP agree that the limitation of liability paragraph shall survive the temaination of this

engagement contract,

We are proud to serve as your auditors and we appreciate your confidence in our work. If you have

any questions about file contents of this letter, please raise them with us. Please sign and return file
attached copy of tiffs letter to indicate your acknowledgement of, and agreement with, the arrangements

for our audit of the fmandal statements including our respective responsibilities.

Yours sincerely,
Grant Thornton LLP

Melanie Dugatd, CA
Principal

The services and terms as set forth hi tiffs letter are agreed to.

The Corporation of the City of Hamilton

By:

#.u 0ÿt * Tÿ * Advÿ0ri



Report to the Audit, Finance & Administralion Committee - Initial communication on
audit planning
City of Hamilton
For the year ended December 31, 2010

18

Appendix B - PSAB Accounting developments

::W thdrawal of Government assistance - Appllcatl6n bf CICA HaDclbdok ÿ2 £ ; ? :::;
:AccountingSepttonPS3800  ::: :ÿ:ÿ:ÿ: .ÿ::ÿ    :  ::::::::ÿ:=   :

: The seÿon wil! be ÿemoved as iFRSsiÿndard IAS 20 AccoUhtingÿfor:-ÿ!;-ÿ, WithLiÿwa[ of section:iS effective
-Government Grants ahdDIsclosure of GovemmentASsistanceÿll bÿ:apÿlicabte:-foPfiÿcalyearst0eginNng on ÿr::: tOgovernmen busnessÿnerpfisesandothergovemmÿnten esvÿc, choosÿtoÿ afteÿJantÿaÿl 201!,

app y ERS For thos6ÿther governmefit organ zaUons fo owing thÿ PSÿ--ÿ:::ÿ : : : ,
:ÿ:lÿandb0ok. lhere is sufficient guidance or) this rnatteÿisewhere in the Hÿndbook.:ÿ: ; : :ÿ:: 'ÿ : :!!

-ÿhis sec(i0n estabi[shes [he recognition cdteda:'rneaSurernent and disclosure: :: :This sÿcitf)rÿ apÿi!eS t6 fisÿ yÿrs i

requ rements for:reÿrlJng i[abi iSes ÿsÿociated:wiih remediatfon ot conÿrninateSÿ : begtnr)ing on t)r afferAPriH: 2014: •
sites:tha ether are not . Use or reso ed from uhÿxpected environmental evehtsÿ : Earlier aaoDiioh isenÿraÿed ': :;

::PSABSect[on3510TaxRevenue    ::   :::: :         :: ÿ::: :::::     :      :  ;: : : :: :::

Th s Sectiones at) shes s andards for the recognition nieasÿremÿn[andl -:  ::-: : This section a.oplies 1o ÿisÿi ye&is:':
diScÿosÿre of lax revenue in gbvernrnent financiai statemeNts,: : ::-ÿ-:::: i i bÿgiiln[ng0hdr:afterApriilÿ2012;

Aw31t, Tÿ ' Adyiscrf
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Appendix C - Auditing developments

CAS 210 - Agreeing the Terms of Audit Engagements            Applicable !n the,current fiscal t
• This CAS wil rap ace Section5110 Termsof the EngagemenL     yearÿ " ." ;    •

Changes from tile current standard are as follows: ! .
• - the auditor must establish whether the preconditions reran audit are  .... ,: :  ÿ

presentand if they are not present the auditoris required to discuss ÿ :      i
the matter with management ' ,  :  .....

• the auditorhas toagree the terms of the engagement with       : : : ÿ  !
management or those charged with govemanco, not both parties    ,

•  Include in the engagement letter the idenfificafionofthe appliceble " ; ; : ;
financial reporting framework   _                         ÿ  ; i

•  include In the engagement leger the expected form and centent of . : :    !
any reports thbe issued and a statement that there may be
circumstances !n whlchthe report may differ from its expected form - t '
and content         " -

•  the requirement in secfion 5110 that the wdtten agreement des'crlbe  '- i
specific infomÿafionthat managementis responsible to provide to   ; • .
the auditor is not in CAS 210                 .

• When the financial reporting standards are supplemented"    "
, by lawor reguIagon, the auditoris required to:

-  Discusswith managementthenatureoftheaddtiional
requirements and agreewhetheF,
(a) the additional requirements can be met through additional

disclosures in the financial statements; or
(b) the description of the applicable financialreporting

framework in the financial Statements can be amended
accordingly.

CAS 250 - The Auditor's Responsibilities Relating to Laws and     Applicable in the current fiscal
Regulations in an Audit of Financial Statements                  year.
This CAS will replace Section 5136, Illegal Acts. Under the new
requirements, the auditor would be required to:
'   Obtain an understanding of the legal and regulatory framework

and how the entity complies wtih that framework;
•  Perform further audit procedures to identify non-compliance with

other laws and regulations that may have a material effect on the
financial statements

•  When the auditor becomes aware of a possible instance of non-
compliance, obtain an understanding and evaluate the possible
effect on the financial statements; also this must be d[scussed with
management and where appropriate those charged with
governance   ,

Auoÿt • Tax ,AdYÿsory



Report to the Audit, Finance & Administration Committee - initial communication on
audit planning
City of Hamilton
For the year ended December 31, 2010

20

CAS 260-Communication with Those Charged with Governance   ÿ,ppllcable m     ÿent fiscal : !
This CAS ;,All replace Secÿon 5751, Communications with Those year.. - ;ÿ!
Havthg Oversight Responsib l ty for the Financial Repoding Procass.  ÿ    i '
The significant changes from the existing standai'd areasfol[ows:      , ; :- "1

onlyauditors of listed enUties have to confirm theIrindc
and disclose relationsh s that bear on their il

•  communications regarding fees for audit and non-audit services
would be required only o f auditors of listed entitles

•  establish a communication
geheral communication)

.  communicate on a timely basis          ÿ             ÿ -ÿ/

CAS 501---Audit EvidenceRegarding Specific Financial Statement -: Applicable ipthe cun-ent fiscal /: i
Account Balancasarid Disc osures --       - --   - ;i

ThisCAS will replace Sections 6030/nventbdes, and 6560, : " - i
Communications wi h Law Firms. Under the new requiremen s thereare :  :
tigation related differences asfollows:

Expands the auditors requlrementt0 send lega letters towhere the ÿ., "i
auditor ÿbelieves a claim mayexlst                       i ÿ

•  Decreased guidance threspect to dispute resolutionbetween an    :, ÿ ;     ,

•  ent ty s legal counsel and the entity.Explicit requirementswhen management refusesto give     . : L '

Reduced requirements relating to segment information include the need     :
to obtain management representations on segments has been removed. , ÿiÿ: "

CAS 505- External Confirmations                       :ÿ Appliÿ,abie inthe carfent fiscal  i
yearThis CAS wtil replace Section 5303, Confirmations. External

confirmations can now be obtained in electronic or other medium.   :ÿ .L,ÿ

GAS 540;- Auditing Accounting Estimates.Including Fair Value   ;Applicable In the current fisÿ.al i
Accounting Estimates, and Related Disclosures           i year.. ÿ    :
This CAS will reDlaca Seclions5305 Aud tof Account ng Estimates,    i
and 5306. AudifingFairValue Measurements and Disclosures: The "
significant changes from the existing standards are as follows:          ;       " "

•  theauditor is required to obtain an understanding of the processes,   .
including relevant infernal controls, used by management to make
accountingestimates

•  the auditor must understand the assumptions undedyingthe
estiÿnate and how management has assessed bhe effect of

•  estimation uncertaintymanagement must adequately addressed the effects of estimation
uncertainty on the accounting estimates that give rise fosignificant  :

•  dskif they do not, the auditor is required to consider whether it Is
practicable to develop a reasonable range of outcomes with which
to evaluate the reasonableness of management's estimate
the auditor is required to review the outcome of accounting
estimates made in prior year financial statements,

Depending on the risks and complexity surrounding estimates the use
of a specialist may be required.

Audit, rÿ ,Aÿvÿsoe/
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(

responsibJfitTes relating toÿbbsequent:events in anlaudit of financial :: :
staternonts:i ;'---

ThisCAÿ wiiÿreplaÿ SeÿlJoÿ 6550;ÿubsequÿn[ÿventsÿiThel ÿ-: : :: :ÿ:
slgnfficant chahg¢ from the existing standard is as follows: ÿ ÿi: :ÿ

Caÿad ÿn standards previous y
: ::= .:lbe date thÿ audltQr identifiedand souÿlh all audit,evÿdehce.;OASÿ: ,::

: ;:thanÿ the dateon which the auditorhasobtainÿdÿbfficientÿ; :

financial ÿ atements: Sufficient apptbpriatÿaudit evicleÿce:iSÿ:

::: entity's complete set Of J3nancial statements has been prepa

: 0 2ThUd& eofap,orova :of the financiaÿtatemen s S dÿflneÿ
i '   : the date on which ÿhe directors Or management state:that they  , ,  .......

:- haw:prepared theentltysÿmpletesetoflÿoanc!al:-ÿiÿ-:ÿ:
: L: statements

:: :;::; taken responsibti!ly foÿthern± Thereforelthe
:     auditor'sreportwfllbenoearlierfhanthedateoÿ :ÿ:: ::ÿ

i approval of the financia! statementsln final form by:the ÿ ÿ ÿ     :

• ÿ-i:i directors Ormanagement,- ÿ ÿ::: - -ÿ ÿ-ÿ: : iWhen a matter is no ed after the audit =-aport the may chÿngÿthe: ÿ iÿ; : , : :
:cunient Of the discl0sures CAS 560 now requires an Inquin/with : :::, :: :: : :
managementlon how tea's/intend toaddress (fie matter In the FS ÿ ::: : ::: i

•  If the ES are amended after release;the auditor is required ÿo review 'ÿ
:the steps taken by management to inform ar=yona who recetwdthe: :

:i ': Additi0nal options for duaiVati6g reportsihat are h6£aÿaJlaSiÿ in
:: =         :     =:=   :     L: :   :  :

theourreÿtstalldards: :   :c::  ::::: ::::ÿ:  : :::  :  :  :   ==±  ,

CAS 570 - Going Coneei'n ÿ :::ÿ:::: ÿ::i.: : ÿ::: -ÿ :ÿ::::i-:} :ÿ :: :: : :: : Appliÿle id teen.Kent fisÿl £:

No current exact standard has been replaced, but components o    :.:=ÿ : : :; : ::: : ::
section 5510ÿ Reservation In the:Aud i0r's Report hage been replaceclÿ 1!ÿ!: iÿ

to continua as a going concem.ÿ :    :': :::  : -:::ÿ ÿ-:

,   Performance Of procedures to determine whether a matenal = : , : :
= bncedeinty bxists (egardieg the going concer,q2:::=-ÿ - - =::: ÿ::ÿ ÿi-: :

place bncertainty to the ability t0 continue:as a g0ing concern:

AuÿFt • Tax, Ady]sorÿ



Report to the Audit, Finance & Administration Committee - Initial communication on
audit planning
City of Hamilton
For the year ended December 31, 2010

22

This Canadian Audtiing
= responsibility

:This:CASwiilreplace Sect[oÿ537Oi:Managarilen Represontations,ÿ: !;::
The s[gnificaD(changeg from theexistJng:staffdard areag:f611owsiÿ : = :71

Subject       Requirements of ClCA  Revised         [ g!iiÿ
5370                  requlrements of CAS  ,

580

App cation-     ÿAI representatiorls " "0nlyvaitten
-   provided by      .  : representations that i

• management (written or have been provided in
: om,explc or mp]]cit ÿ response to the  "

so Icited or unsolicited)    auditor's request

Distinction.  N/A   :-  i  Writtenÿ -
'   representations can    t

: ;  I)eetiher "general" or i
- specltio based on
:  their subject matter,    ,

If a general Either:.      Disclaim an opnt on    ;
written     .     • ssoe a qualified '             :   •
representation        o non
s not obtained       P  '     ÿ:

• disclaim an opinlon

Who provides  Managemenl "      Determine who the   •
thewd en ÿ relevantpartyis i,eÿ
represen a ions : -i    chief executive officer,
?      " chief financial offiÿr. "

,    r  other equDalent" .      -      ÿ pergon "

Matters to        • items matedal to the    Obtaining specific
obiain              financial statements    written representations
representa ons    • items that are '    s a matter of-
about      s gn I]cant to the       professional  _ .

engagement  judgmen *_
'. items relevant to.ÿ..__ÿ,,__....^ ÿ.;. ÿ.Z

managemeqt's  ÿ.ÿo oÿu  ,
:     judgments andreoulres w=muHq

'    :         estimates that are      representafi°n fr°m
material to the         management
financial statements    regarding the

reasonableness of
significant
assumptions used in
making estimates.

• ÿ  ,<,

......  ÿ•:••• Z!:L• • ':i

Auÿ;t • Tax ' Aÿvlsÿrt
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, GAS 700: The ndependent Aud torts Report on General Purpose :
i=inaÿjÿl stÿteÿ.ts ;-;

:Thls CAS Will replace section 54
Auditino Gÿiÿeliÿeÿ 21iÿ0& 45.ÿ: :: ; i ::

: There are sig-nifican[ differences 0n;(ÿonient and structuie3f ÿudit ieÿorL
"rhÿrna]ÿ differenÿis that th@ framework is dBscHbbd in thÿ reporti;; ÿ

::Theÿ:e is a €

:appropriateness[St eÿch : :ÿ: ;]::   :

Flna
rep0rt]ng frarneworks.: Guidance]s;previded on t    .

:Guklance Is also provideclÿetaliÿg !ÿ audit reports ,,vhe,q:lhÿaudff Is::ÿ::
:condugted in accordance:ÿlh :auditing  ....  :

Also; the date shou|d ÿt be before:evidence has been:ebtalned info; : : ::'.: : : :: : :: ::: :: :'supportihg financial stat@ments and notes; aÿd:ihat managemeht has ÿ:ÿ

accepted ,'esponsibiJi|y for thernÿ::i ::ÿ:: :::ÿ: ÿ ÿ:=:-::-ÿ-:ÿ::::-:::- :-ÿ ::

CAS 705-- Moc[ficat ons totllÿ:Opin On nth; ndependeni::ÿ- : :::: :: ÿAppl ÿble" ÿ ÿeÿrrent iisÿl ;:
Auditor's Report :ÿ: ÿ ::ÿ :::: ::-::-:: :-ÿ::---: :;ÿ::t:ÿ :ÿ:: ::::::: : ::

Th s CAS ÿIrepiaceSÿctÿon 5510 :ReservaUoÿinthe Aÿd er'ÿ :-:::ÿ -::: ::: :: ::: ::: :::: :
RÿPort. :i: : i:ÿ: ÿ:1 :: :ÿ: #: :: i::i :fÿ ::::: ::::::::::::::::::::: ÿ ::::ÿ: ::: :

There are now more dgo,r0us requirements I@garding reslgnaBon:frorn : : :
lhe engagement ff pewas ve ÿcope llrn talons:or GAAp departures areÿ:
presen : The forma oirep0dwhen m0d ncatÿons0f beep non are : : :: : ::::::: :: :: : ;: :
T: :   .               ,     *           :ÿ           -[h  = ; .  ....

present ÿ!1 change;: Specÿli€ guldgnce fs proÿlded !n:[he CAS wÿ :: ÿ  , :, :: :::, : :
regard to thls format-  ::-: :: ::i :::::::::::::::::::::::::

CASnowÿthatdrÿrnstanceÿ:leadingtomgdiffcaÿ.onoE-: :-
opinion be comraohlcated wffh:lh0se charged with governance:-: :;
: Emphasis-ofÿnatterÿncepÿisÿintr6duÿd In tbe:CAS,:iÿis provides-: --::'

an ouUet, f0r example;:tb include discussion around contingencies ÿ ÿ: :-: :::: :
even through SUflicient audit evidencÿ has:been obtained tb conclude ÿ:'
that presentation and disclosure is inaccordÿce wilh:the framework :ÿ:

The concept of disclaimer 0f opini0n ]ÿinlr0ddced when:GAAP - :ÿ-:: ::-:::: ::
departuies:aro considered material and ÿervasive and the auditor is L :: : ::
not able to bbtain sufficlent appropriate audit evidence as i0 tbe :effect: ! i :
on the financial statementsi   : ::  ::--   :::: :::: ::  :::    : : :

ii
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i c sTO6 E.

Statements.
-The auditor rnSÿt delermine v,'hethÿr thÿ lÿnÿncial eta

, oÿmparative irlformatJoÿrequired bÿy the appliÿb[e reportlngÿ - :ÿ  ....
:ÿ frarnewoflÿ and ÿetheÿ:the infoÿrnÿtl6n has been classified;: ÿ ; -ÿ ÿ: ÿ
appropda ÿly..   -ÿ  .....

Audit ' Taÿ ' Advÿsotÿ
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Appendix D - Letter of independence

Dear Audit, Finance & Administration Committee Members:

We have been engaged to audit die financial statements of The City of Hamilton (the City) for the ),ear
ending December 31, 2010.

Canadian generally accepted auditang standards require fllat we communicate at least annually with you

regarding all relationships between the City and its related entities, and Grant Thornton LLP daat, in
our professional judgment, may reasonably be fllought to be,ÿ on our independence. Related entities
include:

Hamilton Police Services Board
Hamilton Tourism Inc.

The Hamilton Entertainment and Convention Facilities Inc.
The Hamilton Public Librat3, Board
The Hamilton Street Railway Company
City Housing Hamilton Corporation
Ancaster Business hnprovement Area

Barton Street Village Business Improvement Area
Concession Street Business Improvement Area
Downtown Hamilton Business Improvement Area
International Village Business Improvement Area
King Street \Vest Business Improvement Aÿea
Locke Street Business Improvement Area

Main Street West Esplanade Business Improvement Area
Downtown Stoney Creek Business Improvement Area
Ottawa Street Business Improvement Area
Waterdown Business Improvement Area

Westdale Business Improvement Area
Dundas Business Improvement Area

Flamborough Recreation Sub Committees
Hamilton Utilities Colporation, and
Hamilton Renewable Power Inc.

Audit * ÿal • Adÿ05t
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In determining which relationstffps to report, these standards require us to consider relevant rules and

related interpretations prescribed by the appropriate provincial institute and applicable legislation,
covering such matters as:

1   holding a financial interest, either directly or indirectly, in a client;

2  holding a position, either directly or indirectly, fliat gives the fight or responsibilit3, to exert
significant influence over the financial or accounting poficies of a client;

3  personal or business relationsltips of immediate fanfily, close relatives, partners or retired
parmers, either direcdy or indirectly, with a client;

4  economic dependence on a client; and

5  provision of services in addition to the audit engagement.

We have prepared the following comments to facilitate our discussion with you regarding independence
matters arising since January 1, 2010.

We are not aware of any relationships between the City, its related boards/entitles, listed above, and
Grant Thornton LLP that, in our professional judgment, may reasonably be thought to beÿ on our
independence, that have occurred from January 1, 2010 to January 12, 2011.

( We confirm dÿat we are independent with respect to the City within the meaning of dm Rules of
Professional Conduct of the Institute of Chartered Account.ants of Ontario as o f January 12, 2011.

Tiffs report is intended solely for the use of the Audit, Finance & Athninisttadon committee,

management, and others within the CitT and should not be used for any other purposes.

We look forward to discussing with you the matters "addressed in this letter.

Yours sincerely,
Grant Thornton LLP

Melanie Dugard, CA
P6ncipal
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