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TOWNSHIP OF TAY AUDIT COMMITTEE 
TERMS OF REFERENCE 

 
DEFINITIONS 
For the purpose of this by-law, the following definitions shall apply: 
 

(a) “Township” means the municipal corporation of the Township of Tay; 
 
(b) “Committee” means the Audit Committee established by this bylaw; 
 
(c) “Council” means the governing body of the Township; 
 
(d) “Councillor” means an elected official of the Township including the Mayor; 
 
(e) “External Auditor” means an auditor appointed for the Township as required 

by the Municipal Act; 
 
(f) “Internal Controls” means systems, processes and procedures developed to: 

(i)  safeguard assets; 
(ii)  ensure the accuracy of the financial data; 
(iii)  promote operational efficiency; and 
(iv)  promote adherence to policies; 

 
(h)  “Mayor” means the chief elected official of the Township; 
 
(i)  “Member” means an individual appointed to the Committee; 
 
(j)  “Municipal Act” means the Municipal Act 2001, as amended; 
 
(k)  “Procedural Bylaw” means the Township By-law which provides for 

the Rules of Procedure for Council and its’ Committees; 
 

ROLE 
As a Committee of Council, the Audit Committee will be responsible for 
overseeing all material aspects of the corporation’s financial reporting, 
control and audit functions.   
 
The role includes a particular focus on the qualitative aspects of financial 
reporting and on the organization’s processes for the management of 
financial risk and for compliance with significant applicable legal, ethical and 
regulatory requirements.  The role also includes maintenance of strong, 
positive working relationships with management, external auditors and other 
advisors. 
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The Audit Committee provides a focal point for communication between 
Council, the external auditor and management and facilitates an impartial, 
objective and independent review of management practices. 
 
 
COMMITTEE COMPOSITION  
The Committee shall consist of three members of Council and three 
members of the general public, appointed by Council following a suitable 
application process with consideration given to individuals with business 
background practicing in accounting or finance.   
 
Committee members should have: (1) knowledge of the municipal 
environment in which the corporation operates; (2) the ability to read and 
understand financial statements (internal and external); and (3) the ability 
to understand key business and financial risks and related controls and 
control processes. 
 
At least one member, should be literate in business and financial reporting 
and control, including knowledge of regulatory requirements, and should 
have past employment experience in finance or accounting or other 
comparable experience or background. 
 
Staff representation shall consist of the Treasurer, Financial Analyst and/or 
designate and other staff as required. 
 
Quorum and rules of procedure will be in accordance with Township of Tay 
Procedural By-law. 
 
PUBLIC MEMBER SELECTION 
Applicants are required to apply for an advertised vacancy by submitting a 
detailed cover letter highlighting experience in relation to the Committee’s 
criteria along with a resume. 
 
Council shall review all applications based upon the composition criteria and 
forward recommendations for appointment.  
 
APPOINTMENTS  
The Committee members shall be appointed for the Council term.   
 
The Committee shall review the Terms of Reference of the Committee prior 
to the last regularly scheduled Committee meeting of the Council term and 
make any recommendations for amendments prior to the appointment of the 
new Committee. 
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COMMUNICATIONS 
The Committee shall maintain an open avenue of contact throughout the 
year with senior management, as applicable, to strengthen the committee’s 
knowledge of relevant current and prospective organizational issues. 
 
MEETING ATTENDEES 
The committee shall request members of management as well as any other 
external expert as is deemed appropriate, to participate in committee 
meetings as applicable, to carry out the committee’s responsibilities. 
 
MEETINGS 
The committee shall meet at least quarterly.  Additional meetings shall be 
scheduled as considered necessary by the committee or chair.  The 
Administrative Assistant (Clerk’s) shall be the Recording Secretary. 
 
At its first meeting of each term of office, the Audit Committee shall elect a 
Chairperson from among its members. 
 
If the office of Chairperson becomes vacant for any reason during a term of 
office of the Audit Committee, the Audit Committee shall elect a new 
Chairperson from among its members. 
 
The Audit Committee shall meet at least four times per year, with additional 
meetings at the call of the Chairperson in order to properly discharge its 
responsibilities as set out in this by-law. 
 
An Agenda shall be prepared and distributed to all Members of Council for 
each regular Audit Committee meeting and the business of the Committee 
shall be taken up in the order in which it appears on the Agenda, 
 
Minutes shall be prepared and confirmed at the next meeting of the Audit 
Committee before being submitted to Council as part of the regular Council 
Correspondence. 
 
GENERAL POWERS OF THE COMMITTEE  
The Committee may request a report from the Director of Finance/Treasurer 
on matters within its mandate and within approved budgets. 
 
When the Committee reviews a report it may: 

(a)  Receive it for information; 
(b)  Send it to Council with or without recommendations; 
(c)  Request additional information about matters relating to the report 

before sending it to Council with or without recommendations;  
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REPORTING TO COUNCIL 
The Committee, through the committee chair, shall report periodically, as 
deemed necessary. 
 
COMMITTEE RESPONSIBILITIES 
Financial Reporting: 
Review and assess the annual and quarterly financial statements before they 
are brought forward to Council; 
Review and assess the key financial statement issues and risks, their impact 
or potential effect on reported financial information, the processes used by 
management to address such matters, related auditors’ views, and the basis 
for audit conclusions; 
 
Approve changes in important accounting principles and the application 
thereof in both interim and annual financial reports; 
 
Review reports from the independent auditors as well as any audit problems 
or difficulties and management’s response. 
 
RISKS AND CONTROLS 
Review and assess the corporation’s business and financial risk management 
process, including the adequacy of the overall control environment and 
controls in selected areas representing significant risk. 
 
Review and assess the corporation’s system of internal controls for detecting 
accounting and financial reporting errors, fraud and defalcations, legal 
violations, and non-compliance with the corporate code of conduct. 
 
Review the related findings and recommendations of the external auditors, 
together with management’s responses. 
 
EXTERNAL AUDITS 
Recommend to Council the external auditor firm to be engaged. 
 
Monitor performance of the external auditors and ensure that all relevant 
issues are reported to the committee. 
 
Obtain a formal written statement from the external auditors on their 
independence.  Additionally, discuss with the auditors any relationships or 
non-audit services that may affect their objectivity or independence. 
 
Consider, in consultation with the external auditors, their audit scopes and 
plans to ensure completeness of coverage, reduction of redundant efforts 
and the effective use of audit resources. 
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Review with management and the external auditors the results of the annual 
audits and related comments, including any difficulties or disputes with 
management, any significant changes in the audit plans, the rationale 
behind adoptions and changes in accounting principles, accounting estimates 
requiring significant judgments, and the quality of the accounting principles 
and financial disclosures adopted. 
 
OTHER 
Review and approve the scope, terms of reference and fees of professional 
services retained for purposes related to the Audit Committee's 
responsibilities. 
 
Provide opportunities for private discussion of sensitive matters raised by 
the external auditor, management relating to personnel, legal, or other 
matters which could be prejudicial to the corporate interest if discussed in 
open committee. 
 
Ensure that Audit Committee members receive appropriate orientation 
regarding the work of the Committee and that training to enhance financial 
literacy is made available. 
 
Complete periodic self-assessments of the effectiveness of the Audit 
Committee against its mandate. 
 
Review the Audit Committee Mandate periodically and recommend 
modifications to Council, as necessary. 
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   STAFF REPORT 
 
 
Department/Function: General Government & Finance 
 
Chair:    Deputy Mayor Jim Crawford 
 
Meeting Date:   December 12, 2018 
 
Report No.: GGF-2018-64 
 
Report Title: Financial Indicator Review  
 

RECOMMENDATION: 
That Report GGF-2018-64 regarding the Financial Indicator 
Review dated November 8, 2018, be received for information. 

 
INTRODUCTION/BACKGROUND: 
Municipalities are required to submit financial data to the Ministry of 
Municipal Affairs under Subsection 294 of the Municipal Act.  The Financial 
Information Return (FIR) is the main data collection document used by 
the Ministry of Municipal Affairs to collect financial and statistical 
information from municipalities. 
 
The Ministry of Municipal Affairs reviews each municipality’s financial 
performance through the use of key financial indicators in relation to 
established provincial thresholds.  The attached Financial Indicator Review 
has been calculated using the 2017 Financial Information Return data. 
 
ANALYSIS: 
For the purpose of comparison of financial indicators, municipalities are 
organized into municipal groupings.  The groupings were defined to reflect 
different size and service responsibilities, type of municipality (single, 
lower or upper tier) and rural verses non-rural.  Tay Township has been 
placed in the South, Lower Tier within a County and Non-Rural grouping, 
with 33 comparators.  The South, Lower Tier within a County and Rural 
grouping has 148 comparators. 
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Based on the 2017 data the Township of Tay is in the Low level of Risk for 
all financial indicators the Ministry is currently reviewing. 
The indicators have been grouped according to two categories, 
Sustainability and Flexibility.  These groupings align the indicators with 
the Public Sector Accounting Boards definitions. 
 
Under Sustainability, the Total Taxes Receivable less Allowance for 
Uncollectable as a % of Total Taxes Levied is currently at 9.3%.  This has 
been decreasing annually for the last 5 years.  Our percentage is high in 
comparison to the Non Rural group average of 6.5%, however the Rural 
group average is 9.5%.  The Township of Tay adds unpaid invoices to 
taxes, such as water and wastewater, septic re-inspection invoices and 
building permit file maintenance fees.  Although this is a more efficient 
and less expenses means of collection it may increase the percentage of 
uncollected taxes in comparison to other municipalities who do not add as 
many unpaid items to taxes.  Being predominately residential and within a 
lower income area may also contribute to a higher percentage for this 
indicator. 
 
The reductions in the balance of the Sustainability Indicators are 
predominately a result of lower balances in reserves and additional 
financing through debt.  In the last 5 years we have undertaken several 
large projects, including water and wastewater plant upgrades, Duck Bay 
Bridge rehabilitation and replacement of the Old Fort Fire Hall. 
 
Under the Flexibility Indicators, the Debt Servicing Costs as a % of Total 
Revenues, is affected the increase in debt and also by changes in 
revenues.  Changes in revenue include grants, the value of donated 
assets (new subdivisions) and any gain or loss on disposal of assets.   
 
The Amortization Ratio has remained consistent showing approximately 
33% of our assets total life has been used up. 
 
The Annual Surplus (PSAB surplus) as a % of taxation and user fee 
revenue, although consistently a positive number, shows substantial 
change from year to year.  This is affected by grant revenue, deferred 
revenue spent (i.e. gas tax from prior years) and donated assets. 
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Along with the Financial Indicators, the form also reports additional data 
on the top of the form including; household count, population, the median 
household income, residential % of total taxable assessment, own 
purpose taxation dollars and the Municipal Fiscal Circumstances Index 
(MFCI).  The MFCI measures a municipality’s fiscal circumstances and has 
risen from 5.1 to 5.4.  This index is used in the formula for the OMPF 
grant (A higher number means greater challenges). 
 
FINANCIAL/BUDGET IMPACT: 
The Ministry notes that financial indicators are an important but 
incomplete indicator of municipal financial health.  This information is not 
intended to be used on its own and should be used in conjunction with 
other financial information and resources available.   
 
 
CONCLUSION: 
This report is provided for Council’s information. 
 
Prepared By;      Date Prepared: 
 
 
  
Joanne Sanders       
Director of Finance 
 
 
 
Reviewed By:      Date: 
 
 
Robert J. Lamb, CEcD, Ec.D.     
Chief Administrative Officer     
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(Based on 2017 Financial Information Return)

Tay Tp

Date Prepared: 2017 Households: 5,401                   Median Household Income: 65,190                         

MSO Office: Central 2017 Population 10,033                 Taxable Residential Assessment as a

Prepared By: 2018 MFCI Index 5.4 % of Total Taxable Assessment: 93.9%

Tier LT Own Purpose Taxation: 8,276,994                    

S U S T A I N A B I L I T Y   I N D I C A T O R S

Indicator Actuals Level of Risk

Median Average

2013 15.2% 8.2% 8.4% HIGH

2014 13.0% 7.7% 7.8% MODERATE

2015 12.5% 6.8% 7.2% MODERATE

2016 11.1% 6.4% 7.1% MODERATE

2017 9.3% 6.3% 6.5% LOW

2013 121.2% -11.4% -16.2% LOW

2014 105.9% -8.0% -13.1% LOW

2015 78.9% -3.9% -11.2% LOW

2016 45.7% -5.1% 7.6% LOW

2017 30.0% 21.9% 23.5% LOW

2013 127.0% 50.1% 52.3% LOW

2014 110.0% 49.1% 52.4% LOW

2015 101.9% 53.4% 56.9% LOW

2016 79.3% 57.6% 59.1% LOW

2017 68.5% 68.5% 66.6% LOW

2013 10.35:1 1.87:1 2.39:1 LOW

2014 6.08:1 1.61:1 2.4:1 LOW

2015 6.62:1 2.06:1 2.5:1 LOW

2016 3.52:1 2.19:1 3.06:1 LOW

2017 4.26:1 3.29:1 3.43:1 LOW

F L E X I B I L I T Y   I N D I C A T O R S

2013 4.2% 6.5% 6.5% LOW

2014 4.3% 5.6% 6.2% LOW

2015 5.0% 5.2% 5.9% LOW

2016 5.1% 5.2% 5.7% MODERATE

2017 4.4% 5.0% 5.9% LOW

2013 34.0% 33.9% 33.9% LOW

2014 35.4% 35.1% 34.1% LOW

2015 33.7% 35.2% 34.4% LOW

2016 35.4% 35.3% 35.1% LOW

2017 33.1% 36.5% 37.2% LOW

2013 24.9% 15.7% 16.6% LOW

2014 17.0% 12.5% 17.6% LOW

2015 0.1% 15.7% 19.1% LOW

2016 9.0% 14.1% 22.4% LOW

2017 30.1% 22.3% 25.4% LOW

Net Financial Assets or Net Debt as % of Own Purpose Taxation, 

User Fees and Service Charges

Low:  > -50%

Mod:  -50% to -100%

High: < -100%

Ranges
 South - LT - Counties - 

Non-Rural 

Total Taxes Receivable less Allowance for Uncollectibles as a % of 

Total Taxes Levied

Low:  < 10%

Mod:  10% to 15%

High: > 15%

Total Reserves and Discretionary Reserve

Funds as a % of Municipal Expenses

Low:  > 20%

Mod:  10% to 20%

High: < 10%

Cash Ratio (Total Cash and Cash Equivalents as a % of Current 

Liabilities)

Low:  > 0.5:1

Mod:  0.5:1 to 0.25:1

High: < 0.25:1

Debt Servicing Cost as a % of Total Revenues

Low: < 5%

Mod: 5% to 10%

High: >10%

Closing Amortization Balance as a % of Total Cost of Capital Assets 

(Asset Consumption Ratio)

Low: < 50%

Mod: 50% to 75%

High: > 75%

Annual Surplus / (Deficit) as a % of Own Purpose Taxation, User 

Fees and Service Charges (Operating Surplus Ratio)
Low: > -1%

Mod: -1% to -30%

High: < -30%

************************************************************************************************************************************************

The data and information contained in this document is for informational purposes only.  It is not an opinion about a municipality and is not intended to be used on its own - it should be used in 

conjunction with other financial information and resources available.  It may be used, for example, to support a variety of strategic and policy discussions.

************************************************************************************************************************************************
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F I N A N C I A L    I N D I C A T O R    R E V I E W
(Based on 2017 Financial Information Return)

Tay Tp

N O T E S

Supplementary Indicators of Sustainability and Flexibility

The following is a summary, adapted from the Chartered Professional Accountants of Canada Statement of Recommended Practice (SORP) 4.

l  A government (including a municipality) may choose to report supplementary information on financial condition, to expand on and help

          explain the government's financial statements.

l  Supplementary assessment of a government's financial condition needs to consider the elements of sustainability and flexibility.

l  Sustainability in this context may be seen as the degree to which a municipality can maintain its existing financial obligations both in

          respect of its service commitments to the public and financial commitments to creditors, employees and others without inappropriately

          increasing the debt or tax burden relative to the economy within which it operates.

l  Sustainability is an important element to include in an assessment of financial condition because it may help to describe a government's

          ability to manage its financial and service commitments and debt burden. It may also help to describe the impact that the level of debt

          could have on service provision.

l  Flexibility is the degree to which a government can change its debt or tax level on the economy within which it operates to meet

          its existing financial obligations both in respect of its service commitments to the public and financial commitments to creditors,

          employees and others.

l  Flexibility provides insights into how a government manages its finances. Increasing taxation or user fees may reduce a municipality's

          flexibility to respond when adverse circumstances develop if the municipality approaches the limit that citizens and businesses are

          willing to bear.

          A municipality may temporarily use current borrowing, subject to the requirements set out in the Municipal Act to meet expenses 

         and certain other amounts required in the year, until taxes are collected and other revenues are received. Municipal current borrowing 

         cannot be carried over the long term or converted to long term borrowing except in very limited circumstances. 

l  For each element of financial condition, the report on indicators of financial condition should include municipality-specific indicators

          and municipality-related indicators.  It may be useful to also include economy-wide information when discussing financial condition.

Reserves and Reserve Funds as a % of Municipal Expenses - How much money is set aside for future needs / contingencies?

Financial Information Returns ("FIRs") are a standard set of year-end reports submitted by municipalities to the Province which capture certain financial 

information. On an annual basis, Ministry staff prepare certain financial indicators for each municipality, based on the information contained in the FIRs.  It is 

important to remember that these financial indicators provide a snapshot at a particular moment in time and should not be considered in isolation, but supported 

with other relevant information sources. In keeping with our Financial Information Return review process and follow-up, Ministry staff may routinely contact and 

discuss this information with municipal officials.

Additional Notes on what Financial Indicators may indicate:

Total Taxes Receivable less Allowance for Uncollectibles as a % of Total Taxes Levied - How much of the taxes billed are not collected.

Net Financial Assets or Net Debt as % of Own Purpose Taxation, User Fees and Service Charges - How much tax and fee revenue is servicing debt?

Cash Ratio (Total Cash and Cash Equivalents as a % of Current Liabilities) - Measures the ability of the municipality to meet its current obligations with its 

current resources on hand.

Debt Servicing Cost as a % of Total Revenues - Indicates the extent to which past borrowing decisions may impact the current budget.

Closing Amortization Balance as a % or Total Cost of Capital Assets (Asset Consumption Ratio) -  measures the age of a municipality's physical assets.  It 

measures the extent to which depreciable assets have been consumed by comparing the amount of the assets that have been used up and their historical cost.

Annual Surplus / (Deficit) as a % of Own Purpose Taxation, User Fees and Service Charges (Operating Surplus Ratio)-  Indicates the municipality's 

ability to cover its operational costs and have funds available for other purposes (i.e. reserves, debt repayment, etc.)

The Northern and Rural Municipal Fiscal Circumstances Index (MFCI) is used by the Ministry of Finance to calculate the "Northern and Rural Fiscal 

Circumstances Grant" aimed at northern as well as single and lower-tier rural municipalities.  The index measures a municipality’s fiscal circumstances. The MFCI is determined 

by six indicators: Weighted Assessment per Household, Median Household Income, Average Annual Change in Assessment (New Construction), Employment Rate, Ratio of 

Working Age to Dependent Population, and Per Cent of Population Above Low-Income Threshold.   A lower MFCI corresponds to relatively positive fiscal circumstances, whereas 

a higher MFCI corresponds to more challenging fiscal circumstances. (Note: the MFCI index is only available for northern and rural municipalities)
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F I N A N C I A L    I N D I C A T O R    R E V I E W
(Based on 2017 Financial Information Return)

Tay Tp

C A L C U L A T I O N S

Total Taxes Rec. less Allowance for Uncollectibles as % of Total Taxes Levied SLC 70 0699 01 / (SLC 26 9199 03 - SLC 72 2899 09)

Net Financial Assets or Net Debt as % of Own Purpose Taxation, User Fees and Service Charges SLC 70 9945 01 / (SLC 10 0299 01 + SLC 10 1299 01)

Total Reserves and Reserve Funds as a % of Municipal Expenses (SLC 60 2099 02+SLC 60 2099 03)/(SLC 40 9910 11-SLC 12 9910 03-SLC 12 9910 07)

Cash Ratio (Total Cash and Cash Equivalents as a % of Current Liabilities) SLC 70 0299 01 / (SLC 70 2099 01 + SLC 70 2299 01)

Debt Servicing Cost as a % of Total Revenues (SLC 74 3099 01 + SLC 74 3099 02) /  SLC 10 9910 01

Closing Amortization Balance as a % or Total Cost of Capital Assets (Asset Consumption Ratio) SLC 51 9910 10 / SLC 51 9910 06

Annual Surplus / (Deficit) as a % of Own Purpose Taxation, User Fees and SLC 10 2099 01 / (SLC 10 0299 01 + SLC 10 1299 01)

Service Charges (Operating Surplus Ratio)
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Audit Committee – 2019 Meeting Calendar 
 

Date Time 
 

March 27 3:00 pm 
TBD  
TBD  
TBD  
 
 
Meetings are held in the Council Chambers at the Municipal Office 


	1. Call to Order

	1.1 Appointment of Chair

	2. Acceptance of the Agenda

	3. Declarations of Pecuniary Interest

	4. Adoption of Minutes

	5. Correspondence

	5.1 Auditor Engagement Letter

	6. New & Unfinished Business

	6.1 Code of Conduct

	6.2 Review of Terms of Reference

	6.3 2017 Financial Indicator Review

	6.4 Meeting Dates

	6.5 Items for Future Meetings

	7. Adjournment & Next Meeting


