April 6, 2006

To: Finance and Audit Committee of the
Board of Governors of Exhibition Place

From: Dianne Young
General Manager & CEO

Subject: Audit Results for the Consolidated Financial Statements for
' Exhibition Place for the Year Ended December 31, 2003

Purpose:

This report presents the audit results for the consolidated financial statements for Exhibition
Place for the review and approval of the Board.

Financial Implications & Impact Statement:
There are no financial implications to this report.

Recommendation:

It is recommended that the attached report from the auditors, Ernst & Young LLP,
entitled Audit Results — Year Ended December 31, 2005, be received for information.

Background;

As a local board of the City of Toronto, the Board of Governors is required to approve of its

year-end financial statements and related communications from the auditors for submission to
the City.

Discussion:

As part of their audit engagement for the Board of Governors Exhibition Place, Brnst and Young,
the external auditors, provide a comprehensive reporting document to the Finance and Audit
Committee of Exhibition Place. :

This document is a direct communication from the auditors to the Committee and ultimately to
the governing body of the organization. It summarizes the scope of the audit work, describes the
audit objectives, identifies issues of audit significance discussed with management and provides
the communications required by Canadian professional accounting standards.
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The Audit Results report from Ernst & Young is divided into various sections and these are
described in the balance of this report.

Required Communications

This section covers a wide variety of topics such as the auditors’ responsibilities, accounting
estimates, discussions with management, auditors’ independence and fees charged on this
engagement. Some of the key communications in this section are that:

s There were no significant changes in 2005 in the overall audit approach compared to the
audit planning document

» There were no significant audit adjustments related to the current year

e There were no disagreements with management on financial accountmg and reporting
matters

+ No material weaknesses in internal control were identified

Jtems of Audit Significance Discussed with Management -

The following issues were raised by the auditor and discussed with management:
(i) Contingencies — 2005 Injured Workers

. Besides the amounts paid with respect to the electrical accident that occurred in 2005, an
additional amount ($65,000) was accrued for 2005 WSIB expenses that had not yet been
received. The auditors agree with the accounting treatment used to record these costs.

(ii)) Employee Future Benefits

The auditors confirmed that there has not been any significant changes in 2005 in the émployee
benefit programs offered by the organization that would have an impact on the previously
prepared actuarial evaluations.

(iii) 2004 Property Tax Rebate

As a result of the termination of the lease of the Ricoh Coliseurn with CRC in 2004, the
Coliseum property lost its taxable status for property taxes and Exhibition Place is entitled to a
tax refund for the period from June 2004 to December, 2004, As of the date of the audit, this
refund had not been formally approved by City Council.

Exhibition Place staff recognized a receivable from the City with regard to this matter but the
auditors believe it would have been preferable to wait until official notification had been
received from the City before formally recognizing any amount owing from the City.

However, the auditors agree that this difference in accounting treatment is not of material
significance to the presentation of the financial statements.



(iv)  Direct Energy Sponsorship Agreement

The auditors concur that the first year of this agreement is 2006 and does not need to be recorded
in any manner in the 2005 statements. '

(v)  Accounts Receivable

The auditors note two material accounts receivable in the course of their audit engagement — one
for the Royal Agricultural Winter Fair (NTC related) and one for the Coliseum Renovation
Corporation (Ricoh Coliseum) (related to the NTC and the Board).

The auditors confirmed that the amounts shown in the financial records as receivables for these
accounts are reasonable and no adjustments or provisions are needed at this time.

(vi)  Changes to the 2005 Financial Statements

In the 2005 financial statements various notes to the financial statements have been updated or

changed by management. The auditors are in agreement with these changes to the notes to the
2005 financial statements.

Summary of Audit Differences
6)) Advanced Sales Tickets — Canadian National Exhibition Association

An amount of $1 7,257 for sales of advanced tickets did not become evident until after the books
were closed in mid- February. Accordingly, this amount has been recorded as a 2006 revenue.

(i)  Under Provision for Doubtful Accounts -- CNEA and BOG

Currently amounts of $36,694 (CNEA) and $118,715 (BOG) are recorded in the financial
records as provision for doubtful accounts. The auditors believe that additional amounts of
$12,100 (CNEA) and $49,081 (BOG) should be provided for accounts receivable that may prove
to be uncollectible in the future. Management believes that the current provisions to be
reasonable and collection of the additional amounts are still possible.

Independence Letter from Ernst & Young

Emst & Young confirm their independence with respect to this audit engagement and state that
* there are no personal or business relationships that could impair this independence.




Letter of Recommendations

This is the section of the audit results where the auditors make their suggestions and
recommendations to improve the accounting and internal control procedures.

() 2005 Recommendation — Accounting for Sponsorships - CNEA

The current accounting policy with respect to CNEA sponsorships has been to record
sponsorship revenue in the financial records only when cash has been received. The auditors
point out that Canadian accounting principles require that non-monetary sponsorship receipts,
such as merchandise or services, have to be given an estimated value and recorded in the
financial records of the organization.

Management agrees with this audit recommendation and will begin in 2006 to record non-
monetary sponsorship receipts at their fair market value. It should be pointed out that this change
in accounting procedure will have very little impact on the net income of the CNEA in fufure
years as normally these non-monetary sponsorships would be used up or consumed by the
CNEA. For example if air line flights are given to the CNEA as a non-monetary sponsorship and
these flights are subsequently used by members of the organization then equal amounts of
income and expense would be recorded in the financial records of the CNEA. '

(i) 2004 Recommendations

The auditors made three recommendations with respect to the 2004 audit on the following
subjects:

= Payroll procedures

= Non-standard journal entries

» Joumnal entries

The auditors note that all three of their recommendations were implemented.

Conclusion:

This report presents the “Audit Results” document for the consolidated financial statements for
Exhibition Place from Ernst & Young LLP, the external auditors for 2005.

Contact:

Paul Egli, Director of Finance
Telephone: 416 263-3612

Fax: 416 263-3690

© e-mail: PEgli@Explace.on.ca




- Submitted by:

/]

'Dianne Young )
General Managet & CEO
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