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Members of the Board of _Sm_._mum_.:ma 10 May 2010
of the Toronto Zoo

Dear Members of the Board:

We are pleased to present the results of our audit of the financial statements of the Board of Management of the Toronto Zoo (the “Zoo” or the
._oﬂom:nm:o:..u.

This report to the Beoard of Managemsnt summarizes the. issues of audit significance discussed with am:mamamﬂ and provides the
cormmmunications required by our professional standards.

Qur audit was designed to express an opinion on the December 31, 2009 financial statements of the Toronto Zoo. |n planning the audit, we
held discussions with management, considered current and emerging business risks, performed an assessment of fisks that could materialy
affect the financial statements, and aligned our audif procedures accordingly. We received the full support and assistance of the organization's

personnel in conducting our audit.

This report is intended solely for the use of the Board of Management, management and ultimately the City of Toronto Council, and is not
intended to be and should not be used by anyone other than these specified parties. We disclaim any responsibility to any third party who may
rely on it. Further, this report is a by-product of our audit of. the December 31, 2009 financial-statements and indicates matters identified
during the course of our audit. Qur audit did not necessarly identify all matters that may be of interest to the Board in fulfilling its

responsibifities.

We are looking forward to meeting with you'to discuss the contents of this report and answer any guestions you may have about these or any
other audit-relaied matters.

Chartered Accolntants
Licensed Public Accountants

Mark Barrett, Partner / Wendy Miller, Manager
(905) 882 3168 / (905) 882 3008
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Items of Audit mmmzm:nm:no Discussed i_:._ _sm_._mm__m_,:o:n

During the course of planning and executing our audit, the following items/matters of audit significance were discussed with management,

1tem

Deseription

Audit Resuits and Comments

Dissoiutior of the Toronto Zoo *

Foundation { the “Foundation™)

The operating agreement between the Zoo and the
Foundation was terminated in September 2008.
The Foundation expects to compiete the
distribution of its net assets in 2010,

Subsequent to September 2008, the Foundation
continued to accept donations and sponsorships
but ceased any active fundraising. The Foundation
continued to administer the membership program
on behalf of the Zoo wuntit February 28, 2009,
Effective March 1, 2009, all deferred membership
fees were transferred by the Foundation to the Zoo
and the Zoo assumdd responsibility for the
administration of the membership program.

As of April 1, 2009, the Zoo offered mac..o_ﬁ:m.:,
to most Foundatlon employees and assumed the
obligations for empioyee fuiure benefits.

The Foundation reimbursed the Zoo for salaries
and benefits of the transferred employees for the
months of April and May:as they continued-to werk
on Foundation-related matters.

We have performed audit procedures on the
transactions between the Foundation and the
Zoo. We concur with the disclosures in the
financial statements, subject to the completion
of our procedures as outlined in the required
communications.
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Items of Audit Significance Discussed with Management (continued)

Item

Description

Audit Results and Comments

Dissolution of the Torento Zoo
Foungation ( continued)

The Foundation entered into an agreemant with
the Zoo and the Toronto Community Foundation to
establish a trust, to be referred to as the Toronto
Zoo Trust, to which the funds included in the
Restricked and Endowment Funds of the
foundation were to be transferred effective May
29, 2009 The frust agreement provides that the
Toronto Community Feundation wili administer the
funds and perform distributions in accerdance with
the terms of the restrictions that have been placed
on the funds. On June i, 2009, the Foundation
transferred investments totaling $6,351,595 to
the Toronto Community Foundation. This transfer
was in excess of the total balance of the Restricted
and Endowment Funds balance by $57,826.

Effective May 29, 2009, the Foundation entered
into an agreement with the Zoo to transfer all
remaining assets and liahilities and expects to
complete the distribution in 2010.

2009 Audit Results — Board of Management of the Toronto Zoo



ftems of Audit Sign

ificance _ufq.n..__mmmn with Management

(continued})

Item

Description

Audit Results and Comments

Agreement with Toronto
Community Foundation (“TCF"}

In 2009, the Zoo received donations, spensorship
revenues and performed fundraising functions as
part of its development operations.

The Zoo has recorded the development revenues
in excess of development expenses of $238.812
as a transfer expense in the statement of
operations and as a currant liability in the balance

sheet to TCF.

A draft agreement efiective May, 2010 to
December 2014 between the Zoo and TCF has
been prepared detailing the terms and conditions
for the transfer of the development funds. TCF will
administer and invest the funds on behalf of the

Zoo.
The draft agreement zllows the Zoo to request

unrestricted development funds to be used at their
discretion quarterly, or once annually.

We have reviewed the draft agreement
between the Zoo and TCF. The current terms
and conditions for the fransfer of unrestricted
development funds do not support recording
the transfer of these funds as expenses in the
Zoo's financial statements, As the amount of
the transier in 2009 is below our materiality
and the terms were not finalized at the time of
the audit no adjustment was recorded on the
financial statements.

We recommend that management finalize the
drait agreement and their accounting
treatment for excess development revenues to
ensure that the terms and conditions of the
agreemeant reflect the nature of the
transactions recorded in the Zoo's financial
statements.

We request that the Board confirm their
intention to grant the development revenues in
excess of development funds of $238,812 to
the TCF to become the property of TCF.

Deferred Revenue - Gift Cards

As disclosed in past years, managament must
improve their system to track the redemption of

gift card.

Through our audit procedures we noted that
deferred gift card revenue was oversiated by
$25K and gift card revenues understated by
$25K. This was brought to the summary of
audit differences and subsequently adjusted
for by management.

Deferred Revenue - Membership

Unearned membership fees collected by the
Foundation prior to April:1, 2009 were transferred

to the Zoo.

Effective April 1, 2009, membership fees were
collected by the Zoo. ”

Through our audit procedures we noted that
deferred revenue from membership fees
transferred from the Foundation were
understated by $1.1M and membership fee
revenues were overstated by $1.1M. This was
brought to the summary of audit differences
and subsequently adjusted for by
management.

2009 Audit Resulls - Board of Management of the Toronio Zoo



Items of Audit m,,mmzm}omsnm D

Hem

iscussed with Management (continued)

Description

Audit Results and Comments

Significant Estimate -Pay Equity

The Zoe has a significant accrual for pay equity as
a result of the Pay Equity Act. Amounts have been
estimated to be payable to incumbents in
predominantly female gender positions. The pay
equity accrual was originally established in 2005
for the non-permanent employee positions. Pay
equity payments have been made every year since
2006, however, the majority of the accrual has yet
to be paid out.

During the year, management refined the
estimated accrual for the remaining non-
permanent employee pasitions and as such
recorded an additional 452K.

We recommend that management engage a
pay equity specialist to reassess the estimated
pay equity accrual.

We request that the Board confirm that the pay
equity accrual that exists as at December 31,
2009 is reasonable and that, based on their
knowledge, they do not believe there is a
material error with respect to this estimation.

We concur with the diselosures in the financial
statements, subject to the completion of cur
procedures as outlined in the required
communications and confirmation from the
Board.

Capital Assets

The Zoo's major capital facilities are owned by the
City. :
Management of the Zoo facilitates the capital
programs on the grounds that are financed
through the City's capital works program. These
assets are not recorded in the Zoo's financial
statements.

Within the operating budget of the Zoo,
management will make purchases of furniture and
eguipment and other acquisitions necessary for
their operations. Management reviews their
accounts at year end for amounts that are caplital
in nature and reccrds these amounts as capital
assets as part of their financial statement close
process,

Through our audit procedures, we review the
significant expense accounts such as repairs
and maintenance and contracted services to
gain comfort that there were no significant
amounts expensed that should have been
capitalized. We concur with the amounts
capitalized by the Zoo and noted no amounts
that were expenses that should have been
capitalized.

2009 Audit Resuits = Board of Managemeint of the Toronto Zoo



Items of Audit Significance Ummn;mmma_ with Management (continued)-

ttem

Description

Audit Results and Comments

Vendor Claim

fn 2008, the Zoo had recorded an accrual in the
amount of $132K for a wendor claim against the
Zo0 retating to outstanding payments for work
performed. :

The accrual is based on management's best
estimation of the likely payout to this vendar.

We have performed audit procedures on the
accrual and we concur with the disclosures in
the financial statements, subject to comptetion
of our procedures as outlined in the required
communications,

Vacation Pay and Sick Leave
Accruals

The Zoo's policy with respect to vacation pay is
that vacation garned in ane year must be used in
the following year.

Our understanding from management is that the
accrual at the end of the year may consist of two
components; (1) carry-over from the prior years'
vacation to the anniversary date (month/day of
employment) and (2) from the anniversary date to
year end. “

As of April 1, 2009, the Zoo offered employment
to most Foundation employees and assumed the
obligations for employee:future benefits. Ameunts
recorded in the Foundation for employee future
benefits obligations were recorded in the Zoo's
accounts payable and accrued liabilities.

A sick leave accrual was also recorded for former
Foundation employees by management through its
valuation of post-employment benefits as
calculated by an actuarial firm.

QOur audit procedures were performed in order
to test the reasonableness of the accruals af
December 31, 2009. Through our procedures,
we noted that management was using the first
day on the month in which the anniversary
date is included not the exact anniversary date
as the basis of the accruat. By using the
earliest date in the month, management is
overstating the vacation accrual. We have
estimated an overaccural of $25,314. This
was taken to our summary of audit differences
and subsequentlty adjusted for by
management.

2009 Audit Resuits — Board of Management of the Toronio Zoo



Ttems of Audit m*mzm:nm.snm Discussed with Management (continued)

item

Ununq_!_o:

Audit Results and Comments

Vacation Pay and Sick Leave
Accruals {continued)

A vacation pay accrual for former Foundation
employees had also been included in the total
vacation pay accrual recorded in accounts payable
and accrued liabilities in the financial statements.

Significant Estimate - Employee
Future Benefits Payable

The Zoo sponsors defined benefit plans providing
retirement and post employment benefits to.
employees. The City funds this obligation.

The Zoo had an actuarial firm prepare an actuarial
valuation for its retirement and post-employment
henefits using the Zoo's data as at December 31,
2009, The result of this valuation was used in the
recording of employee future benefit liabilities in
the December 31, 2009 financial statements.

As disclosed in our audit planning document,
cerfain of our procedures rely on the work of
specialists. In this instance, we rely on the work
of the actuary for their calculation of the fiability
and we perform certain procedures around
assumptians and data used by the actuary under
generally accepted auditing standards. These

‘tests do not include reperformance of the

calculations.

We have performed audit procedures on the
valuation prepared by the actuarial firm and we
concur with the disclosures in the financial
statements, subject to completion of our
procedures as outlined in the required
communications.

2009 Audit Resulis — Board of Management of the Toronta Zoo



ltems of Audit Significance Discussed with Management (continued)

Hem

Ummn:.v:o:

Audit Results and Comments

Opening equity balances

The closing equity balarices in the general ledger
as of December 31, 20038 did not agree to the
financial statements. ,

Certain 2008 audit adjustments recorded in the
2008 financial statements were nol recorded in
the general ledger as of December 31, 2008.

We have performed audit procedures on the
opening balances and noted that opening
equity was undersiated by $558K, accounts
payable and accrued liabilities were
understated by $58K, and accounts recelvable
from the city was overstated by $S616K. The
differences were brought to the summary of
audit differences and subsequently recorded by
management.

Supplies Adjusiment

During the yearend inventory count, management

noted that supplies were overstated by $70,441
due to a pricing error made in 2008.

Management adjusted for this error in the
December 31, 2009 financial statements.

As the error occurred In 2008, the adjustment
recorded in the 20092 financial statements
relates to the prior year and this amount was
taken to the summary of audit differences.

Future Accouniing Policy

Changes

Note 2 to the financial statements sets out new
rules that are proposed for future periods.

We concur with the disclosures related to the
proposed new rules.

' 2009 Audit Results — Board of Management of the Taronto Zao



Summary of Audit Differences :

During the course of our audit, we accumutate differences between amounts recorded by your organization ‘msa amounts that we believe are
required to be recorded under generally accepted accounting principles. Following is a summary of those differences we have identified

through the date of this report.

. Recording Differences Would Have Increased (Decreased)

: . R over Exp
2009 2008
$ . $
Known Audit Differences:
Incorrect valuation of supplies (70,441)
tncorrect F/X rate used for USD bank account 15,514
Understatement of allowance for doubtful accounts (12,972)
Understatement of GST receivable 36,072
Total Unadjusted Audit Differences Before Turnaround Effect of Prior Year Differences (31,827
Turnaround Effect of Prior Year Ditferences : 31,827 (31,760
31,827 (63,587

Total Unadjusted Audit Differences in Excess cf Revenue over Expenses

2009 Audit Results — Board of Management of the Toronfo Zoo



Required Communications

Generally accepted auditing standards in Canada require the auditor to communicate certain matters to the Board that may assist them in
overseeing management's financial reporting and disclosure process. Below we summarize these required communications as they apply to

your organization.

Area

Comments

Auditors’ Responsibliities Under Generally Accepted Auditing Standards
(GAAS)

As set out in the planning document presented to the Board of
Management, we designed our audit to express an opinion on your
organization's financial statements.

The financial statements are the responsibllity of management. Qur
audit was designed in accordance with GAAS which provides for
reasonabie, rather than absolute, assurance that the financial
statements are free from material misstatement.

As a part of our audit, we obtained a sufficient understanding of the
internal control structure to plan our audit and to determine the
nature, kiming and extent of testing performed.

We anticipate issuing an ungualified audit opinion dafed March 12,
20160 upon appraval of the financial statements by the Board of
Management and completion of certain outstanding procedures.
The following procedures are outstanding.

« Confirmation from the Board that there are no areas of concern
that have not been addressed in this document;

« Confirmation from the Board on the treatment of items of
significance with respect to the TCF;

» Legal confirmations;

» Toronto Community Foundation confirmation;

o Confirmation of balance receivable from City of Toronto;
» Letter of management representation;

e Final procedures relating to Pay Equity accrual;

« Final procedures relating to employee future benefits payable;
and

s Final procedures relating to the draft of the financial
statements and footnotes.

Changes to Audit Approach Outlined in Planning Document

In our planning document, we indicated that we would follow a
substantive audit approach with most aspects of the audit except for

admission revenues, payroll, purchases, payables, and disbursements

where controls will be relied upon,

With the exception of membership revenue being tested
substantively and relying on controls for payroll, there were no
changes to the audit approach outlined in the pfanning document,

2009 Audit Results — Board of Management of the Toronto Zoo
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Required Communications

Hem Description

Audit Results and Comments

Adoption of, or Changes in, an Accounting Principle , Including Material
Alternative Accounting Treatments Discussed with Management and
Acceptability of a Particular Policy used by Management

We determine that the Board is informed about the Initial selection of,
and any changes in, significant accounting principles or their
application when the accounting principle or its application, including
alternative methods of applying the accounting principle, has-a
material effect on the financial statements.

In aqdition, we report to the Beard all alternative accounting
treatments within Canadian generally accepted accounting principles
for policies and practices related to material items (including
recognition, measurement, presentation and disclosure alternatives)
that have been discussed with management during the current audit
period including the acceptability of the policies or methods ultimately

selected by management.

Effective January.1, 2009 the Zoo adopted retroactively the
changes to the recommendations in CICA 4400: Frrancial Statements
Presenration for Not-For-Prafit Organizations that eliminate the
requirement to disclose the amount of net assets invested in capital
assets and suggest that the amount may be included in internally
restricted net assets, as disclosed in note 2 to the financial
statements.

Effective January 1, 2009 the Zoe adopted the recommendation of
CICA 4470:  Disclosure of Allocated Expenses jor Noi-for-Profir
Organization. Additional disclosures required as a result of adopting
this recommendation have been provided in the accounting policy
note Alfocation of expenses, as disclosed in note 2 to the financial

statements.

Our Judgments About the Quality of the Organlzation’s Accounting
Principles

We discuss our judgments about the quality, not just acceptahility, of
the accounting principles as applied in the organization's financial
reporting, including the consistency of the accounting policies and
their application and the clarity and completeness of the financial
statements and related disclosures. .

We believe that the quality of accounting policies disclosed in the
financial statements as applied in the financial reporting, the
consistency of their application, and the understandability and
completeness of the financial statements are reasonable in relation
to industry practice.

2099 Audit Results — Board of Management of the Toronto Zoo

11



..... T

Requlred 0033:: cations Aoo.: inued)

e

Area

Comments

Sensitive Accounting Estimates and Disclosures

The preparation of financial statements requires the use of
accounting estimates. Certain estimates and disclosures are
particularly sensitive due to their significance to the financial -
statements and the possibility that future events may differ
significantly from management’s current judgments.

We determine that the Board is informed about management's
process for formulating particularly sensitive accounting estimates
and disclosures and about the basis for our conclusions regarding the
reasonableness of those estimates.

There are no significant judgments or estimates required to
prepared the financial statements where aciuat amounts are llkely to
be significantly different from the estimates except for employee
future benefits payable and pay equity discussed in “ltems of Audit
Significance Discussed with Management” section.

Major Issues Discussed with Management Including Accounting for
Significant Unusual Transactions and for Controversial or Emerging

Areas
We determine that the Board is informed aboul the methods used to
account for significant unusual transactions and the effects of
significant accounting policies in controversial or emerging areas for
which there is a lack of authoritative guidance or consensus.

We are not aware of any significant unusual transactions recorded
by the organization or of any significant accounting policies used by
the organization related to controversial or emerging areas for which
there is a lack of authoritative guidance.

Significant Audit Adjustments and Unrecorded Audit Ditferences
Considered by Management to be Immaterial

We provide the Board with information about adjustments arising
from the audit (whether recorded or not) that could in our judgment
either individually or in the aggregate have a significant effect on the
organization's financial statements.

We inform the Board about unrecorded audit differences accumutated
by us (i.e. adjustments either identified by us or brought to our
attention by management) during the current audit period and
pertaining to the latest period presented that were determined by
management to be immaterial, both individually and in the m@u_.mamﬁm_

to the financial statements taken as a whole.

There was ten recorded audit adjustments identified by Ernst &
Young during the augdit and the more significant were discussed in
“lterns of Audit Significance”. In aggregate, these adjustments
resuited in increased expenses of $271,012.

Refer to “Summary of Audit Differences” section for details of
unrecorded differences.

2009 Audit Restits — Board of Managernent of the Toronto Zoo
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Required Communications (continued)

Area

Comments

Disagreements with Management

None.

g

Sarious Difticulties Encountered in Dealing with Management when
Performing the Audit

None.

Significant Weaknesses in Internal Controls

We communicate all significanl weaknesses in internal control over financial
reporting that may have been identifisd during the course of our audit.

No significant weaknesses in internal control were ideniified excepl for the
financial statement dlose process. We have provided a management letier
identifying suggesiions for improvement,

Fraud and Hiega! Acts

We report i the Board fraud and illegal acts involving senior management and
fraud and illegal acts {(whether caused by senior management or other
employees) that cause a material misstatement to the financial statements.

Woa are alsa required fo make inquiries of the Boand related to fraud, including
both (1} their views about the risks of fraud, and (2) their knowledge of any
actual or suspected fraud. : -

We are not aware of any matters that require communication.

We would request that the Board members raise with us any areas of risk not
addressed in our communications and that they inform us of their knowtedge
of any actual or suspected fraud.

Consultation with Other Accountants

Mane of which we are aware.

Other Information in Documentis Containing Audited Financial Statements

Dur financial statement audit opinion refates only to the financial statements
and accompanying notes.

We are npt aware of any other documents prepared by the Zoo containing the
audited fipancial statements.

2009 Audit Results - Board of Managemen! of the Toronlc Zoo

13



Required Communications (continued)

Comments

Related Party Transactions

Related party transactions identified by the auditor that are not in the ngrmal
course of aperaiions or that involve significant judgments made by .
management concetning measurement or disclosure must be disclosed to the

Board.

Related party amounts are with respect to the City of Toronto and the Toronto
Zoo Foungdation and are disclosed within the financial statements. The
transactions are conducted in the normal course of operations.

Matters Relating fo no-:uoam_..n Entities of the Organization

Whan the financial statements of an organization (primary entity) include
financial information from financial statements of a component entily {a.
subsidiary, investee (other than a portfolio Investment), or joint venture; or an
entity whose financia information from financial staternents is included with
thase of the primary entity), the auditor communicates with the Finance:and
Audit Committee those matiers relating to the compenent entities that in the
auditar’s judgment are of significance in the context of the primary eniity {for
example, weaknesses in systems of intfernal conirol that have resulied, ‘or could
result, in material esrors in the primary enlity's consclidated financial

stafements).

None.

Maijor Issues Discussed with Management in Connaction with [nitial or
Recurring Retention

None,

Auditors’ Independence

Canadian generally accepted audiling standards require that we communicate
2t least annually with you regarding all relationships between your orgapization
and Emst & Young that, in our professional judgment, may reasonably be
thought to bear on our independence.

Refar to *Independence Leiter” section.

Other Audit and Mon-Audit Services Provided to Your Organization :

None.

2009 Audit Results — Board of Management of the Toronto Zao
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Required Communications {continued)

Area

Comments

Fees

A summary of our fees is included below for your reference.

2009 2008
$ $

Annual audii fees 28,510 28,510
Other audit related fees 28,000 2,500

Annual fees for 2009 are inclusive of expenses and plus GST. This is the
last year of a two-year coniract extension ending with the audit of the
December 31, 2009 financial statements in accardance with our
agreement with the City of Toronto.

2009 Audit Resulls = Board of Management of the Toronto Zoo
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Independence Letter T

Members of the Board of Management A 10 May 2010
of the Toronto Zoo :

We have been engaged !o audit the financial statements of the Board of Management of the Torento Zoo (the "Board") for the year ended
December 31, 2009. )

Pursuant to Canadian generally accepted auditing standards, we communicate at least annually with you regarding all relationships between
Ernst & Young and its related entities and the Board and its related entities that, in our professional judgment, may reasonably be theught to

bear on our independence.

We have prepared the following comments to facilitate our discussion with you regarding independence matters arising since May 12, 2000,
the date of our last eter, .

We are not aware of any reiationships between Ernst & Young.and the Board that, in our professional judgment, may reasonably be thought to
bear on our independence since May 12, 2009, the date of our last letter.

Canadian generally accepted auditing standards require that we confirm our independence to the Board in the context of the Rules of
Professional Conduct of the Institute of Chartered Accountants of Ontario. Accordingly, we hereby confirm that we are independent with
respect to the Board within the meaning of the Rules of Professional Conduct of the institute of Chartered Accountants of Ontario as of May

10, 2010.

The total fees charged to the Board during this period are set aut in this Audit Results package.

We are locking forward to discussing with you the matters man_‘.mwmma in this package at our upcoming meeting.

This report is intended solely far the use of the Board of Management, management, and others within the Board (ultimately the City of

Torento) and should not be used for any other purposes.

<m:qu truly,

Chartered Accountants
Licensed Public Accountants

Mark Barrett, Partner
(205) 882 3168

2009 Audit Resuits — Board of Managemenit of the Toronto Zoo 16
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