Office of the City Manager

Internal Audit Division

April 6, 2011

To: Malcoim Bromley, General Manager, Vancouver Parks & Recreation
From: Tony Hui, Manager, Internal Audit Division

Copy: King Wan, Assistant internal Audit Manager

Subject: Vancouver Parks & Recreation - 2010 Year-End Financial Statement and

Operations Review

At your request, we have reviewed the Vancouver Parks & Recreation (VP&R)
Statement of Revenues and Expenses as at December 31, 2010. The financial
information presented in the Statement of Revenues and Expenses is the responsibility
of VP&R management. The preparation of periodic financial information necessarily
includes some amounts which are based on management’s judgement and best
estimates with respect to future financial transactions.

The engagement is performed based on the following specifically agreed upon
procedures:

¢ Agreed the financial information to the records and accounts in the general ledger
of the City of Vancouver (City);

* Reviewed the working papers prepared by VP&R management for any
reclassifications;

» Discussed with VP&R management and analyzed financial information for
reasonableness and consistency with City accounting policies;

» Performed variance analysis based on the Council approved budgets and obtained
explanations from VP&R management where appropriate;

¢ Inquired as to the accounting, budget and other internal controls of VP&R to obtain
reasonable assurance that transactions are properly authorized and accurately
recorded, and that assets of the VP&R are properly safeguarded and accounted for
to maintain the integrity of financial records; and

* Made inquiries and obtained written representation from the VP&R management to
identify any deviations from accounting policies and procedures that would affect
the integrity of the Statement of Revenues and Expenses.

These procedures are not designed to detect fraud. Accordingly there should be no
such reliance.

Based on the results of the above procedures, we found that the Statement of
Revenues and Expenses was prepared, in all material respects, consistently with the
City’s corporate accounting policies and with the information in the City’s general
ledger.
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VP&R - 2010 Year-End Financial and Operations Review _Internal Audit

We have the following recommendations for management’s consideration:
Financial Presentation

The Operating Statement - Revenues and Expenses for the period ending December
2010 is presented to the VP&R Board in three different formats. The presentation for
the “Expense Breakdown by Type” is not easy to follow. To a reader unfamiliar with
these various reports it could be confusing. With the planned restructuring in VP&R,
management staff should consider a new financial reporting format that would reflect
the new VP&R organization.

Inventory Count

VP&R accounting staff discovered a discrepancy in the 2010 VanDusen Gardens opening
inventory balance. The difference was due to missed items during the year-end
inventory counts. Although the final tally was corrected, better staff training (e.g.
using 2 counters etc.) would increase accuracy. A year-end inventory count procedure
should be established and reviewed with all staff involved in year-end counts to ensure
proper procedures are followed.

Year-End Adjustments

Year-end financial adjustments are generally done by the VP&R financial staff but
some accounting entries are handled by the City accounting group. Normally, there is
no problem and discrepancies are resolved quickly. During our review we noted a
couple of instances where both the City and VP&R applied tax on a billing for the use
of its facilities. This was eventually reversed so that only one tax was applied. In
another situation, the City made an adjusting entry without informing the VP&R. This
was discovered and the accounting record was adjusted later.

It is recommended that a formal year-end accounting adjustment protocol be
established between VP&R and the City accounting group to eliminate potential
duplications in future.

Restricted Donations

Restricted donations to the VP&R carry specific requirements. For example, a $50,000
donation by Ann Mathers’ estate in 1996 specified that the donation was to be used for
Farmyard operations. As late as 2010 this amount was still not used and the Farmyard
was scheduled for closure in early 2011. This problem was resolved when the farm
animals were relocated to various sites and the funds were applied thus satisfying the
specification of this legacy donation. Management should ensure periodic review of
the restricted donations to ensure requirements are met timely and as specified.

20f8

453 W. 12" Ave Vancouver, BC V5Y 1V4 tel: 604.873.7011 fax: 873.7100 ww.city.vancouver.bc.ca



VP&R -~ 2010 Year-End Fi_r_l_a_lﬂc?ql and Opera_ti_g_n_s_ Review Interna__l_A_uqit

Sign Off to the General Manager

Best business practices recommend that key processes are reviewed and signed off by
persons responsible for each of the areas. The General Manager of VP&R should
establish an internal process where his direct reports, upon completion of VP&R’s
year-end processes, certify that to the best of their knowledge, there were no
misrepresentations in law, contractual agreements, and known internal control
weakness that would affect the integrity of the financial statements as presented by
management.

Budgeting

We noted that a number of large revenue and expense items were not budgeted for
2010. For example, the actual electricity revenue at the Marinas in 2010 was in the
range of $44,000. Similarly, the Board, Support Services & Admin revenue line has over
$270,000 and that was also not in the budget. This amount represents revenues from
licence fees, cost recoveries and Recreation Association share of costs reimbursed to
VP&R. To enhance accountability and control, management should review the Park
Board Global Budget and establish budget targets for all significant revenue and
expense items where practical.

Accounts Payable (P2P Project)

The Accounts Payable (P2P) project is a Vancouver Services Review initiative to
consolidate atl City accounts payable functions. Currently VP&R has controls in place
before any progress bill payment is made to ensure that all project requirements are
met. |tems such as WCB (WorkSafe) and other contractor declarations are monitored
and validated by the VP&R staff. Transition of the accounts payable function to the
City should be scrutinized to ensure that all key and essential VP&R control procedures
are maintained.

We would like to thank Meg Elliott, A/Director of Corporate Services, and her staff for
their cooperation and assistance during this review.

The above observations have been discussed with the appropriate members of
management.

Tony Hui‘”;\t]
Manager, Internal Audit Division
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Vancouver Board of Parks and Recreation
Operating Statement for the Donation Program
Statement as at Dec 31, 2010 (unaudited)

Appendix IV

Jan 1, 2010 Revenue Expenses Net Dec 31, 2010
Opening Balance 2010 2010 2010 Closing Balance
Park Amenities
Amenities In Perpetuity (778,325) (166,922) 62,041 (104,882) (883,206)
Bench & Table Donations (865,952) {327,158) 221,704 (105,454) (971,407)
Fountain Donations . (19,518) (4,557) 1,548 {3,009) (22,527)
VanDusen Bench Donations (9,200} {22,312) 4,093 (18,219) (27,419)
Total Park Amenities {1,672,995) {520,950) 289,386 {231,564) (1,904,558)
Park Monuments
David Oppenheimer Statue Maintenance (4,788) 0 0 0 (4,788)
Inukshuk Lighting Upgrade (24,485) (698) 1,942 1,243 (23,242)
Khenko Public Art Work - Maintenance {9,576) 0 7,335 7,335 (2,241)
Komagata Maru Incident Monument 0 (25,000) 22,630 (2,370) (2,370)
Vancouver Foundation - Park Fdn / Harry W Jerome Funi {19,575) (1,824) 1,552 {272) (19,846)
Total Park Monuments {58,424) (27,522) 33,459 5,937 (52,487)
Park Conservation
David Lam Park Cherry Tree Project 0 {200,000) 35,495 (164,505) (164,505)
In Memory Funds (22,955) {15,327) 1,820 (13,506} {36,461)
Oppenheimer Park Fund (1,594) 0 0 0 {1,594)
Stanley Park Conservation Fund {16,849} (31,431) 1,336 (30,094) (46,943)
Stanley Park Environmental Art Project (1,000) (3,000) 1,738 (1,262) (2,262)
Stanley Park Hollow Tree Fund (100} 0 0 0 {100}
Tree Donations (67,937) (2,938) 5,613 2,675 (65,262)
VanDusen Donations (51,264} (1.462) 28,810 27,348 (23,916)
Total Park Conservation (161,700) {254,157} 74,814 (179,343) (341,043)
Recreation Programming
Active Communities Project (16,896) {6,125) 10,801 4,676 (12,220}
Fraserview Junior Golf Program (2,420) (920) 2,890 1,970 {450)
Granville Lawn Bowling 0 (4,225) 1,975 {2,250) {2,250)
Total Recreation Programming {(19,316) {11,270) 15,666 4,396 (14,920)
Special Projects
Accessible Playground Project Kitsitano Beach (85,000) {285,000) 125,095 (159,905) {244,905)
Miscellaneous Fundraising 1 (27,128} {200) 2,500 2,300 (24,828)
Park Board Skate Plaza ' (9,636) 0 0 0 (9.636)
Sport Court Project 0 {20,000) 0 (20,000) (20,000)
Windswimmer Project At Kitsilano Pool .. (4,095) 0 0 0 (4,005)
Total Special Projects (125,860) (305,200) 127,595 (177,605) (303,465)
Total Endowments ., {(659,492) (58,690) 52,062 (6,628) {666,121)
Total Donation Program (2,697,786) (1,177,789) 592,982 (584,808) {3,282,594)
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Appendix V

Vancouver Board of Parks and Recreation
Operating Statement for the Stanley Park Restoration Program
Statement as at Dec 31, 2010 (unaudited)

December 31, 2010

January 1, 2010 Revenue December 31, 2010
Opening and Closing
Revenues Balance Expenditures Balance
Donations: Private and Corporate . $ (3440,987) § - $ (3,449,987)
City of Vancouver (2,000,000) 0 (2,000,000)
BC Government (2,000,000) 0 (2,000,600}
Government of Canada (2,000,000) 0 (2,000,000)
Log Sales (652,710) 0 (652,710)
Interest Income (512,013) (18,651) (530,664)
Revenues Total {10,614,710) {18,651) (10,633,361)
Expenditures

Forestry - Site Clearing/Preparation Contractors 2,179,770 0 2,179,770
Forestry - Site Clearing/Preparation Consultants 461,550 0 461,550
Forestry - Emergency Response 746,512 0 746,512
Legacy 226,952 32,764 259,716
Public Consultation/Plan Development/Administration 1,383,290 144,823 1,486,913

Prospect Point Road Realignment 2,623,816 17,415 2,641,231
Seawall/Escarpment/Circulation 2,120,790 2,843 2,123,633
Expenditures Total 9,742,680 197,845 9,899,325
Net Project Total (3 (872,030) $ 179,194 § (734,036)
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