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When CFOs closed out fi scal 2008 and audit committees met to approve the year-end fi nancial 
statements, business conditions were grim. The stock market was racing downhill towards 
a March low. Credit was contracting, or vaporizing. Customers were retreating and management 
was fi ghting for survival through cost-cutting, deferring capital expenditures and chopping payrolls. 
Investors, governments and the public believed they were entering an economic downturn rivalled 
only by the Great Depression of the 1930s. Not surprisingly, most audit committee agendas were 
focused on going concern, fi nancial viability and goodwill and asset impairment issues.

Today, much has changed. In 2009, stock markets made amazing recoveries. The Dow Jones once 
again broke through 10,000 and the TSX recorded its best year in three decades, which has helped 
investors reboot their portfolios, mitigate some of the stresses in pension plans and enabled banks 
and companies to recapitalize. The “real” economy has also begun to recover, though at a much 
slower and lesser rate than the stock markets. Economic stimulus programs are beginning to take 
effect and credit markets have eased. Investors, however, are now wary of the U.S. dollar, and 
government defi cits have ballooned. Amidst this uncertainty and mixed signals, however, a cautious 
optimism has returned to many corporate boardrooms. 

While asset impairment issues continue to be problematic and a valuation issue for some companies, 
for many others testing for asset impairment has returned to its rightful place as part of the routine 
accounting estimates that must be made when preparing fi nancial statements.

A time of transition
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So, what are the priorities for audit committees?
Three factors are impacting investor information needs, which in turn impact the 
priorities of audit committees:

The transition of investor attitudes from a crash to recovery mentality

The transformation of the real economy

The conversion of Canadian GAAP to International Financial Reporting Standards

This publication explores how these factors can be addressed by audit committees 
and is organized in three sections – meeting investor information needs, keeping an 
eye on compliance and International Financial Reporting Standards (IFRS).

1
2
3

A time of transition
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In 2008, when many companies were fi ghting for their fi nancial survival, recording asset impairments 
and goodwill write-offs and booking restructuring charges, the key issues for investors were fi nancial 
condition and solvency. Now, investor attention is moving beyond a focus on fi nancial condition to 
assessing the company’s strategy and performance. Investors want to know whether the restructuring 
and cost containment programs embarked upon a year ago have improved operating performance. 
Investors are also focused on quality of earnings and future earnings prospects.

The recession has also increased investors’ caution and scepticism about the information provided 
to them. They quickly become cynical when disclosures appear to have been prepared by corporate 
“spin doctors” or contain excessive technical and legal jargon. 

In this environment, companies that focus on investor needs and provide fact-based, clearly presented 
disclosures of critical issues will be the ones that achieve the advantages that come from building 
trust with their investor community. 

Meeting investor 
information needs1
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Investors are seeking a clear understanding of a company’s performance, including how this 
performance was generated and what the prospects are for earnings in the future.1

Many investors are trying to assess whether the economic recovery is “real,” whether an individual 
company’s performance is “real,” or whether it is dependent on government-funded stimulus 
programs and low interest rates that will fi zzle when the stimulus funding runs out and interest 
rates rise.

In their review of the fi nancial statements, the MD&A and earnings press release, audit committees 
should “stand back” and assess whether the company’s performance is fairly and consistently 
presented across all of these documents. Audit committees should also assess whether the 
disclosure documents they approve individually, and when they are taken together, contain 
meaningful information on critical performance issues and don’t suggest that the company’s 
performance is better than it really was. 

A particular challenge for audit committees will be to ensure consistency in the reporting of 
performance not just across the annual fi nancial statements, the MD&A and earnings press release, 
but also with the Compensation Discussion and Analysis (CD&A) in which the company discusses 
“pay for performance.” This challenge is compounded by the fact that the CD&A is disclosed in the 
management information circular, which often is not drafted at the time when the fi nancial 
statements and MD&A are approved by the board.

1 For a discussion of the transforming nature of this recession see “Stress Testing Governance: The Impact of 
the Recession On Governance Practices” by Jim Goodfellow and Don Wilkinson in the August issue of 
Director, published by the Institute of Corporate Directors.

Meeting investor information needs

Reporting performance

Some questions audit 
committees might ask

Does the MD&A contain information on the 
success, or failure, of the restructuring and cost 
containment initiatives undertaken last year?

Are the most important fi nancial and non-
fi nancial performance measures clearly identifi ed 
and discussed in the MD&A? Are there any 
signifi cant omissions?

Conversely, does the MD&A contain so 
many fi nancial and non-fi nancial performance 
measures that it is impossible to understand the 
company’s performance and what drives it?

Is there adequate disclosure of these 
performance measures, individually and in the 
aggregate, to enable readers to understand and 
assess the company’s performance?

Is there a consistency to explanations and 
messages on performance across the fi nancial 
statements, the MD&A and earnings press 
release? 
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Some questions audit 
committees might ask

Do the disclosures address the company’s 
performance in generating, protecting and 
utilizing its intellectual capital and intangible 
assets? (Note, many intangible assets may have 
been written off in 2008.)

Do the disclosures discuss the company’s 
performance vis-à-vis the environment and 
other social responsibilities?

Is there an over reliance on innovative non-
GAAP performance measures or other measures 
that are unique to the company that might 
lead investors to conclude that the company’s 
performance is better than it really is?

Is the discussion of performance in the 
MD&A consistent with, or likely to be consistent 
with, the discussion of “pay for performance” in 
the executive compensation disclosures?

Are areas of poor performance and the 
reasons for them fairly presented and discussed?

Do investors and analysts have the 
information and metrics they need to compare 
the company’s performance with major 
competitors?

Meeting investor information needs

Many investors are trying to assess 
whether the economic recovery is 
“real,” whether an individual company’s 
performance is “real,” or whether it 
is dependent on government-funded 
stimulus programs and low interest 
rates that will fi zzle when the stimulus 
funding runs out and interest rates rise.
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Although stock markets have recovered and there has been some easing of credit markets, investors 
want to better understand a company’s principal business risks. Simply disclosing long laundry lists 
of all possible risks, often expressed in generic terms, is neither very informative nor helpful. Similarly, 
spreading risk disclosures over a variety of regulatory fi lings is also not very helpful. Companies 
should not only enhance their disclosure of principal business risks, but also provide information to 
help investors understand how these risks are being managed. 

Investors want information about the 
way the board exercises effective risk 
governance and about the effectiveness 
of management’s risk management 
practices. 

On December 16, 2009, the U.S. Securities and Exchange Commission (SEC) issued Release 33-9089 
requiring SEC registrants to make new or revised disclosures in their next proxy circulars about the 
board’s leadership structure and its role in risk oversight. Canadian companies should also consider 
making disclosures about the board’s role, and the role of board committees, in risk oversight.2

Meeting investor information needs

2  For a discussion on the lessons learned for risk management, and risk governance, from the fi nancial crisis 
see “Stress Testing Governance Part 2: Developing Risk Intelligent Governance” written by Jim Goodfellow 
and Don Wilkinson in the October issue of Director published by the Institute of Corporate Directors.

Some questions audit 
committees might ask

Do the risk disclosures focus on the 
company’s principal business risks, or are they 
a laundry list of all conceivable risks?

Are risk disclosures fairly and consistently 
presented in all disclosure documents (e.g., 
fi nancial statements, the MD&A, earnings 
press release, Annual Information Form)?

Do the disclosures provide information 
about how the risks are being managed?

Has the company adequately addressed 
the new or increased exposures to the risk of 
fraud that were created by the recession?

Do the disclosures provide information 
on the roles of the board and its various 
committees in the oversight of risk 
management?

Does the audit committee understand 
the risks of a low interest rate environment, 
including the impact on fi nancing and funding 
long-term obligations (for instance, pension 
plans)? What impact will an increase in interest 
rates have?

Improving risk disclosures
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The fi nancial crisis has generated considerable debate about the effect compensation policies may 
have had in encouraging excessive risk taking. Today, investors and regulators are focusing on 
companies’ risk management practices, their risk governance practices, and whether their 
compensation policies increase the company’s risk profi le or encourage excessive risk taking.

The SEC’s new proxy enhancement rules are intended to respond to these investor needs and to 
improve companies’ disclosures about their overall compensation policies and those policies’ impact 
on risk taking; stock and option awards to executives and directors; and potential confl icts of 
interest of compensation consultants that advise companies. The new disclosure requirements are 
also intended to help investors better understand the extent that risks arising from the company’s 
compensation policies and practices are reasonably likely to have a material adverse effect on the 
company. 

The Canadian Securities Administrators (CSA) has 
identifi ed disclosures relating to executive compensation 
in accordance with Form 51-102F6 Statement of 
Executive Compensation (in respect of fi nancial years 
ending on or after December 31, 2008) as a topic that 
may receive greater attention in its continuous disclosure 
review program for fi scal 2010.

Some questions audit 
committees might ask

Have the audit committee and 
compensation committee identifi ed 
what might be called “compensation-related 
risks,” those risks which are directly related to 
compensation philosophy, policies and practices, 
and reviewed how they are being mitigated?

Have the audit committee and 
compensation committee assessed 
whether the company’s compensation policies 
and practices present any material risks to 
the company (e.g., encouraging excessive 
risk taking)? If they do, are those risks fairly 
presented in the disclosures?

Is there anything in the executive 
compensation disclosures to be provided 
in the management information circular that 
should also be addressed in the year-end 
disclosure documents?

Meeting investor information needs

Compensation-related risks
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In October 2009, the Governor of the Bank of Canada warned that the “heightened volatility and 
persistent strength in the Canadian dollar are working to slow growth and subdue infl ation 
pressures. The current strength in the dollar is expected, over time, to more than fully offset the 
favourable developments since July.” 

Many Canadian exporters that hoped to capitalize on resurgence in U.S. manufacturing have instead 
found themselves challenged by a stronger Canadian dollar, a weaker U.S. dollar and the sluggish 
recovery of the U.S. economy. Those challenges may increase with rising commodity prices, widening 
interest rate differentials and a more positive economic outlook in Canada, all of which may power 
the Canadian dollar to parity with the U.S. dollar and beyond in 2010. 

Investors, therefore, want to understand how the appreciation and volatility of the Canadian dollar 
has affected past performance and will affect company performance in the future.

Some questions audit 
committees might ask

How did the rising Canadian dollar 
impact the company’s performance and 
fi nancial condition? Is this discussed 
in the MD&A?

Are the company’s currency hedging 
programs and related risks understood and 
fairly presented (including the risks related 
to non-hedged positions)?

In addition to direct foreign currency 
exposure (e.g., exports to U.S. markets), does 
the company have any indirect exposures (e.g., 
sales to Canadian companies that export to U.S. 
markets)? Are these exposures discussed in the 
MD&A?

How would an escalating dollar impact the 
company’s future prospects? Is this disclosed?

Meeting investor information needs

Impact of the rising 
Canadian dollar
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Meeting investor information needs

With continuing high levels of economic uncertainty, fi nancial analysts and investors will 
likely pressure companies this year for earnings guidance information and for more information 
about a company’s order book, back log information, business outlooks and future prospects. 

Future-oriented information and fi nancial outlooks are governed by the continuous disclosure 
requirements set out in National Instrument 51-102, Continuous Disclosure Obligations, which 
came into effect on December 31, 2007. The instrument sets out these important defi nitions:

“Future-oriented fi nancial information” (FOFI) is information about prospective results of • 
operations, fi nancial position or cash fl ows presented in the form of a historical balance sheet, 
income statement or statement of cash fl ows.
A “fi nancial outlook” is, like FOFI, prospective in nature, but, unlike FOFI, it is not presented in the • 
form of a historical fi nancial statement. Earnings guidance is an example of a fi nancial outlook.

NI 51-102 prohibits companies from disclosing any kind of forward-looking information without a 
reasonable basis, whether it is FOFI, a fi nancial outlook or any other forward-looking information. 
These rules apply to forward-looking information wherever it is published, including in prospectuses, 
rights offering circulars or offering memoranda (including those of non-reporting issuers); continuous 
disclosure or other regulatory fi lings; and news releases and websites. Forward-looking information 
provided orally is not captured by the disclosure rules in NI 51-102; however such information may 
still give rise to civil liability under provincial securities laws.

Multilateral Instrument 52-110, Audit Committees, requires audit committees to be satisfi ed that 
adequate procedures are in place for reviewing the public disclosure of fi nancial information extracted 
or derived from the issuer’s fi nancial statements. MI 52-110 also requires audit committees to 
periodically assess the adequacy of those procedures. This rule applies to fi nancial information 
extracted from the fi nancial statements that is used for analyst calls or investor days and likely 
includes fi nancial information used as the basis for developing forward-looking information. It may, 
therefore, be prudent for audit committees to review forward-looking information, such as earnings 
guidance, prior to their release.

Some questions audit 
committees might ask

What is the company’s position on earnings 
guidance? Has this position been reviewed 
recently? Is it still appropriate?

What procedures are in place for reviewing 
information extracted from the fi nancial 
statements? When were these procedures last 
reviewed by the audit committee? When should 
they be reviewed again?

Does the audit committee review 
forward-looking information that is based 
on information extracted from the fi nancial 
statements, which is provided to investors?

Forward-looking information
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The Canadian and global regulatory environments underwent considerable changes after an array of 
new rules were introduced in the wake of the accounting scandals that occurred in the early years of 
the past decade. Unfortunately, the pace of change is likely to continue, therefore, companies need to 
monitor the robustness of their compliance processes to ensure that they are meeting all of the applicable 
regulations while they manage the transition and changes that occur in the capital markets, the economy 
and their operating environments. 

For many investors, a key lesson coming out of the global fi nancial crisis is the importance of transparency, 
and the risks that are assumed when investing in products or companies that provide inadequate, confusing 
or incomprehensible disclosures. As the real economy transitions from recession to recovery, the challenge 
for all public companies will be to strengthen or rebuild investors’ trust in their public disclosures and 
regulatory fi lings. 

The corporate reporting process requires compliance with a large and growing number of accounting 
and regulatory requirements. One way audit committees can satisfy themselves that management is in 
compliance with all of these requirements is to rely on reports and assurances provided by the external 
and internal auditors. Other important sources of assurance for audit committees are reports from the 
company’s disclosure committee and the CEO/CFO certifi cation process. 
 
This section examines some key compliance issues for audit committees to address in their 2009 year-end 
meetings. It focuses on the compliance issues identifi ed by the Canadian securities regulators and two 
important internal processes (the disclosure committee and CEO/CFO certifi cation) that, when working 
effectively, can provide assurance and comfort to the audit committee. 

In conducting their reviews of the company’s regulatory fi lings, audit committees may wish to move 
beyond technical compliance as their overriding objective. Instead, they may prefer to focus on creating 
and sustaining investors’ trust through the provision of meaningful, relevant and timely information that 
addresses the issues identifi ed in the preceding section and assists investors in making their investment or 
voting decisions.

Keeping an eye 
on compliance2
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In July 2009, the CSA released Staff Notice 51-329, which reports the fi ndings of its continuous 
disclosure review program activities for the fi scal year ended March 31, 2009. The CSA completed 
1,094 continuous disclosure reviews in 2008/09 – a signifi cant number given that there are approximately 
4,300 reporting issuers other than investment funds in Canada. The CSA’s reviews covered disclosures 
made in the fi nancial statements, the MD&A and other continuous disclosure documents. 

The disclosure defi ciencies identifi ed by the CSA in its reviews are grouped in three categories. They 
are defi ciencies in the MD&A; in meeting the continuous disclosure obligations; and in the fi nancial 
statements. (This booklet presents common defi ciencies in appendix I, in the form of a checklist.) 

The following chart provided by the CSA in the Staff Notice summarizes the results of the reviews.

Keeping an eye on compliance

Compliance problems 
identifi ed by regulators

Some questions audit 
committees might ask

Has management reviewed the fi ndings 
of the CSA reviews? Is management confi dent 
that the company does not have any of the 
defi ciencies noted in the review? If it does, what 
steps has management taken to remediate them?

Has management completed the checklist 
provided in Appendix I of this booklet? Is the 
audit committee satisfi ed with the explanations 
provided by management on the checklist?Outcomes of continuous disclosure review – Fiscal 2008/2009
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In its review program, the CSA also conducted over 250 specifi c reviews to assess the transparency 
and completeness of disclosures. Areas of particular focus of these reviews included fi nancial services 
sector issuers and highly-leveraged issuers at risk of liquidity problems. The fi ndings from these specifi c 
reviews have led the CSA to request that issuers include disclosures in their future fi lings on:

specifi c exposures to credit risk• 
the methodology used to determine the allowance for credit losses• 
the policies for managing capital in the current environment• 
the assumptions used to determine fair value for fi nancial instruments, including the process for • 
assessing impairment
additional disclosures of risks and exposures to loss related to off-balance sheet entities• 
additional discussion related to liquidity and sources of cash.• 

The CSA also conducted specialized reviews in areas such as asset-backed commercial paper, 
inventories, forward-looking information, fi nancial instruments and technical disclosures in the mining 
and oil and gas sectors. (A detailed discussion of these reviews is provided in CSA Staff Notice 51-329.)

Keeping an eye on compliance
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Since there will likely be a continuing increase in the focus on corporate disclosures in the years 
ahead, companies may wish to take time now to assess whether their corporate disclosure policy is 
up-to-date and whether the disclosure committee, if the company has one, is operating effectively.

National Policy 51-201, Disclosure Standards, sets out best practices for implementing continuous 
disclosure policies, which include adopting a corporate disclosure policy and establishing a disclosure 
committee. Although the CSA does not make disclosure committees mandatory, they have become 
an important component of the corporate disclosure process in many companies. Rules regarding 
the membership, mandates and operating procedures of these committees vary from one company 
to another since the most effective disclosure committees are ones adapted to the company’s 
specifi c needs.

Disclosure committees help ensure that the information provided to shareholders about the company’s 
operations and fi nancial performance is accurate, complete and presented in a way that not only 
complies with regulatory requirements but is also clear and understandable. Disclosure committees 
are also often involved in evaluating the effectiveness of the company’s system of disclosure controls 
and procedures.

Dealing with the pressures of an economy in transition might divert management’s attention from 
the value of an effi cient and effective disclosure committee. Many audit committees believe it is 
important that the company has such a committee in place. An effective disclosure committee can 
provide the audit committee with an important source of assurance that all important disclosure 
issues, both good and bad, are evaluated and disclosed promptly in an appropriate manner.

Disclosure policies, 
committees and practices

Keeping an eye on compliance

Some questions audit 
committees might ask

Has the disclosure committee reviewed 
and approved the disclosure documents being 
presented to the audit committee?

What issues were discussed at the disclosure 
committee? Were there differences of opinion 
and, if so, how were these differences resolved?

Has the audit committee recently reviewed 
the disclosure committee’s mandate?

Who are the members of the disclosure 
committee? Are these the right people?

Have the disclosure committee’s operating 
practices been curtailed during the recession?

Has the effectiveness of the disclosure 
committee been assessed vis-à-vis its mandate?
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The CSA fi rst issued Multilateral Instrument 52-109, Certifi cation of Issuers’ Annual and Interim 
Filings, in January 2004. Since then, the various certifi cation requirements have been phased in, the 
most recent one pertaining to the certifi cation of the operating effectiveness of internal controls 
over fi nancial reporting. 

There are indications that the level of 
dedication and commitment to the 
certifi cation process is less than it was 
when the rules were introduced 
six years ago. 

The CSA has identifi ed the requirements outlined in National Instrument 52-109, Certifi cation of 
Disclosure in Issuers’ Annual and Interim Filings as an area that may receive greater attention by its 
continuous disclosure review program for fi scal 2010.

Audit committees should take steps to ensure that the CEO/CFO certifi cation process is performed 
effectively for two important reasons. First, the conclusions reached by the CEO and CFO must be 
presented in the MD&A, which the audit committee is required to review. Second, an effective CEO/
CFO certifi cation program can be an important component of a due diligence defence if the 
directors are sued under provincial civil liability legislation.

CEO/CFO certifi cation 
complacency

Keeping an eye on compliance

Have all signifi cant and material 
weaknesses in both disclosure controls and 
internal control over fi nancial reporting been 
identifi ed and all material weaknesses been 
disclosed? (For further information, see this 
booklet’s discussions of fi nance fatigue and 
disclosure committees.)

What impact has corporate downsizing, 
cost containment and head count reduction had 
on the effectiveness of disclosure controls or 
internal control over fi nancial reporting?

Are there delays in correcting “signifi cant” 
but not “material” defi ciencies from prior years 
that might suggest these are really “material” 
defi ciencies?

Do audit fi ndings or errors detected by 
the external auditors and the internal auditors 
in conducting their audit support or contradict 
management’s conclusion on the effectiveness 
of internal control?

Has the CEO/CFO certifi cation program, 
including the testing of internal controls, been 
amended for the transition to IFRS?

Do both the CEO and CFO take certifi cation 
seriously and set the right “tone at the top”?

Some questions audit 
committees might ask
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Recent years have been diffi cult ones of signifi cant transition for fi nance functions and CFOs. The 
last decade began with the “tech wreck” and was followed by several accounting scandals that led 
to the Sarbanes Oxley Act in the United States and a variety of instruments and policies issued by 
the CSA in Canada. Then, just as the fi nance function had dealt with all the new regulations, the 
global credit crisis and recession hit. And now there is IFRS! 

Audit committees need to be alert to the degree to which fi nance fatigue has set in their 
companies, and what mitigating actions need to be taken. 

Finance function fatigue

Keeping an eye on compliance

Some questions audit 
committees might ask

What downsizing has occurred in the 
company’s fi nance team? Has there been 
any deferral or curtailment of investments in 
resources such as fi nancial systems? 

Are we fully aware of the stress created by 
the credit crisis and liquidity pressures on the 
senior executives in the fi nance function? How 
well are they coping with these pressures?

How well are employees in the fi nance 
function coping with the pressures placed on 
them? Are there any indications – such as an 
increase in errors – that might suggest fi nance 
employees are becoming burnt out? Are any 
additional steps being taken to protect against 
fraud or other problems that might arise when 
fi nance employees become fatigued?

What additional pressures have been placed 
on the fi nance function by the transition to 
IFRS? How well are employees coping with 
the additional workload (such as the need to 
maintain dual accounting systems in certain 
areas)? 

Governance in times of transition: Issues for audit committees
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In addition to an uncertain economic environment, Canadian companies also face a signifi cant transition in 
accounting standards. Canadian publicly accountable enterprises (PAE) are now entering the “home stretch” 
in their conversion to IFRS. In 2010, most PAEs will need to establish their opening balance sheets for the 
conversion to IFRS and throughout the year they will need to develop the comparative fi gures for their 
2011 quarterly fi nancial statements. 

How well prepared are companies for this fi nal leg in their journey to convert to IFRS? Based on recent 
surveys, IFRS readiness varies signifi cantly across the universe of Canadian publicly accountable enterprises. 
Generally, larger public companies appear to have made further progress than mid- to small-cap companies. 
Unfortunately, a signifi cant number of companies have yet to make a signifi cant start in the conversion process. 

As they enter the transition year in their conversion to IFRS, many PAEs still have a lot of work ahead of 
them. At the systems level, for example, many companies have yet to either fi nalize the design of new IT 
systems or modify their existing IT systems to support the conversion to IFRS. As a result, a lot of companies 
are looking to short-term, “quick fi x” solutions, such as manual workarounds and spreadsheet fi xes, which 
may present control issues when CEO/CFO certifi cations are required in 2011. 

The CSA has identifi ed disclosures of IFRS changeover plans in the MD&A as a topic that may receive greater 
attention in its continuous disclosure review program for fi scal 2010. (For further information, see CSA Staff 
Notice 52-320, Disclosure of Expected Changes in Accounting Policies Relating to Changeover to International 
Financial Reporting Standards).

International 
Financial Reporting 
Standards (IFRS)3
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Has management prepared a detailed plan 
and IFRS program timeline that incorporates 
key milestone dates between now and 
December 31, 2011?

Is management satisfi ed that the major 
accounting policy matters and impacts on the 
company’s fi nancial statements and disclosures 
have been identifi ed (i.e., chances of surprises 
in 2011 are minimal)?

Has management adopted reasonable 
solutions for dealing with these transitional 
differences in 2010, such as manual 
workarounds or implementing parallel 
accounting applications?

Is management in a position to prepare 
quarterly fi nancial statements for 2011 in 
accordance with IFRS for comparative reporting 
purposes during 2010, beginning with Q1?

Have management’s IFRS changeover 
plans been adequately disclosed in the MD&A, 
including qualitative and quantitative disclosure 
of the impacts?

Have the audit committee members 
developed or have a plan to develop the 
knowledge and skills necessary to meet an 
IFRS fi nancial literacy test in 2011?

Does management have a plan to help 
investors, analysts and other readers of the 
fi nancial statements understand the impact 
of the conversion to IFRS in 2011?

Is there any risk that differences between 
the opening IFRS balance sheet and the 
closing 2009 balance sheet could result in a 
restatement of the 2009 fi nancial statements?

Are there any unadjusted differences (e.g., 
errors or accounting anomalies) arising during 
the 2009 closing and audit process that could 
be problematic when the opening IFRS balance 
sheet is prepared?

While some advanced companies will have 
prepared an opening IFRS balance sheet 
that has either been audited or is ready for audit 
as they close out 2009, most companies are 
probably not in a position to do this. 

In such circumstances, is there a plan and 
program timeline on when the IFRS opening 
balance sheet will be prepared and audited?

Some questions audit committees might ask

International Financial Reporting Standards (IFRS)
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More importantly, however, audit committees should assess their effectiveness in dealing with each 
item in their charter and identify ways to improve their effi ciency – for example, by having better 
information supplied in advance of meetings, not presenting information at meetings that was 
distributed in advance, obtaining additional reports from auditors and others that the committee 
can rely on, and challenging whether all the items on their agendas and charters really need to be 
there.

Today, audit committees carry an increasingly heavy workload. In part because of their past successes, 
many people (including fellow board members) continue to add to the audit committee’s agenda 
and workload. Working longer and harder is not an attractive option. Once the year-end work is 
behind them, audit committees should, therefore, take some time to determine ways to work 
smarter and more effi ciently. 

Audit committees continue to operate with very full agendas.

As their companies close out their fi scal years and audit 

committees complete their regulatory fi lings, audit committees 

should take time to assess whether or not they have 

discharged all responsibilities set out in their charters, which, 

of course, is publicly disclosed and available for potential 

plaintiffs and regulators to use as they see fi t.

Conclusion

Governance in times of transition: Issues for Audit Committees 18
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Appendix I
Common defi ciencies in fi nancial r

This appendix sets out the common defi ciencies identifi ed in the Canadian Securities Administrators’ Staff Notice 51-329, Continuous Disclosure Review 
Program Activities for the fi scal year ended March 31, 2009.

The following items are presented for the consideration of audit committees as they review their company’s fi scal 2009 fi nancial reporting packages 
(fi nancial statements, MD&A and other continuous disclosure documents).

MD&A Comments

Has information from the fi nancial statements been repeated without 
suffi cient analysis being provided?

Is there adequate disclosure of liquidity and capital resources, including 
disclosure of working capital requirements and circumstances that could 
affect the company’s sources of fi nancing?

Is there suffi cient discussion about the risks and uncertainties expected to 
affect the company’s future performance given the current economic 
conditions?

Is there suffi cient discussion of critical accounting estimates, including 
suffi cient disclosure of assumptions underlying the accounting estimate?

Is there suffi cient quantitative analysis in the results of operations’ 
discussion?

Is the disclosure of the adoption of new accounting policies adequate?

Are related party disclosures adequate?

Is there disclosure of any non-GAAP fi nancial measures that do not meet 
the expectations of CSA Staff Notice 52-306 (Revised) Non-GAAP Financial 
Measures? 

Financial statements Comments

Have fi nancial instruments been appropriately measured in accordance with 
accounting standards (e.g., fair value)?

Have the credit, liquidity and market risks associated with fi nancial 
instruments, and the methodology and assumptions used to determine fair 
value been disclosed?
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eporting

Financial statements Comments

Is there meaningful disclosure of the company’s capital and how it is 
managed?

Is the revenue recognition adequate? Is there suffi cient disclosure of the 
company’s accounting policies on this topic?

Is the company’s fi nancial reporting in compliance with Section 3870 of the 
CICA Handbook, Stock-based Compensation and Other Stock-based 
Payments?

Is the fi nancial reporting in compliance with segments disclosure, including 
the requirement to disclose the revenue allocation method? Has the 
company inappropriately aggregated or omitted information about major 
clients?

Have variable interest entities been properly identifi ed and accounted for? 

Other continuous disclosure documents Comments

Have CEO/CFO certifi cates been prepared in accordance with Multilateral 
Instrument 52-109, Certifi cation of Disclosure in Issuers’ Annual and 
Interim Filings? Is there suffi cient discussion about disclosure controls and 
procedures in the MD&A?

Has the disclosure required in National Instrument 52-110, Audit 
Committees and in National Instrument 58-101, Disclosure of Corporate 
Governance Practices been provided?

Have mining and oil and gas technical reports been fi led in accordance with 
National Instrument 43-101, Standards of Disclosure for Mineral Projects 
(NI 43-101) and National Instrument 51-101, Standards of Disclosure for 
Oil and Gas Activities (NI 51-101) respectively?
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Appendix II
Deloitte resources and authoritativ

The following Deloitte resources will assist you in maintaining your fi nancial literacy throughout the year. To obtain more information about any of these 
resources, please communicate with your Deloitte partner or one of our corporate governance contacts listed at the end of the publication.

Thought leadership
Centre for Corporate Governance
This Web site is specifi cally designed to help board members with their 
responsibilities. It provides the latest information on regulatory and 
legislative developments, accounting and fi nancial reporting, board 
roles and responsibilities, and best practices.
(www.CorpGov.Deloitte.ca) 

Deloitte IFRS e-Learning Program for DirectorsTM

This learning program provides the fl exibility of individual self-study, with 
the option of group sessions facilitated by a Deloitte IFRS professional.
(www.corpgov.deloitte.com/site/CanEng/fi nancial-reporting/ifrs/
deloitte-ifrs-e-learning-for-directors)

Stress testing governance articles
The impact of the recession on governance practices 
Developing risk intelligent governance 

Periodicals
Audit Committee Brief 
An e-newsletter of key U.S. regulatory, technical and professional 
developments in corporate governance and accounting.
(www.corpgov.deloitte.com/site/CanEng/deloitte-periodicals/
audit-committee-brief) 

DeloitteLINK
A weekly e-newsletter that helps you stay on top of standard-setting 
initiatives.
(www.corpgov.deloitte.com/site/CanEng/deloitte-periodicals/
deloittelink) 

Deloitte Update
Our new live webcast series featuring our professionals discussing critical 
issues that affect your business.
(www.corpgov.deloitte.com/site/CanEng/fi nancial-reporting/
deloitte-update) 

On the Agenda
A bi-monthly e-newsletter that advises directors about recent 
developments affecting their responsibilities, including the points of view 
of Deloitte specialists.
(www.corpgov.deloitte.com/site/CanEng/deloitte-periodicals/
on-the-agenda) 

Standard-setting Activities Index
Provides you with monthly updates on recent developments in standard-
setting from a comprehensive list of standard-setting organizations.
(www.corpgov.deloitte.com/site/CanEng/deloitte-periodicals/
standard-setting-activities) 
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ve guidance

National Instrument 43-101, Standards of Disclosure for Mineral Projects
(www.osc.gov.on.ca/en/15019.htm)

National Instrument 51-101, Standards of Disclosure for Oil and Gas Activities
(www.osc.gov.on.ca/en/13338.htm)

National Instrument 51-102, Continuous Disclosure Obligations
(www.osc.gov.on.ca/en/13342.htm)

Form 51-102F6, Statement of Executive Compensation
(www.osc.gov.on.ca/documents/en/Securities-Category5/
rule_20081219_51-102_f6.pdf)

CSA Staff Notice 51-329, Continuous Disclosure Review Program Activities 
for the fi scal year ended March 31, 2009
(www.osc.gov.on.ca/en/22763.htm)

CSA Staff Notice 51-330, Guidance Regarding the Application of 
Forward-looking Information Requirements under NI 51-102 Continuous 
Disclosure Obligations
(www.osc.gov.on.ca/en/26319.htm)

CSA Staff Notice 51-331, Report on Staff’s Review of Executive 
Compensation Disclosure
(www.osc.gov.on.ca/en/26323.htm)

OSC Staff Notice 51-717, Corporate Governance 
and Environmental Disclosure
(www.osc.gov.on.ca/en/26531.htm)

Multilateral Instrument 52-109, Certifi cation of 
issuers’ annual and interim fi lings
(www.osc.gov.on.ca/en/13542.htm)

Multilateral Instrument 52-110, Audit Committees
(www.osc.gov.on.ca/en/13550.htm)

CSA Staff Notice 52-306, Non-GAAP Financial Measures
(www.osc.gov.on.ca/en/13626.htm)

CSA Staff Notice 52-320, Disclosure of Expected Changes in 
Accounting Policies Relating to Changeover to International 
Financial Reporting Standards
(www.osc.gov.on.ca/en/13794.htm)

National Instrument 58-101, Disclosure of Corporate Governance Practices
(www.osc.gov.on.ca/en/14198.htm)

SEC Release 33-9089, Proxy Disclosure Enhancements
(www.sec.gov/rules/fi nal/2009/33-9087.pdf)

Selected rulings
The following rulings address issues directly impacting your year-end fi nancial reporting:
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Vancouver
Olin Anton 
604-640-3006 
oanton@deloitte.ca 

Calgary
Trevor Nakka
403-267-1858
tnakka@deloitte.ca

Bryan Pinney
403-503-1401 
bpinney@deloitte.ca

Edmonton 
Bill Howden 
780-421-3636 
bhowden@deloitte.ca

Saskatoon 
Shelley Brown 
306-343-4245 
shelleybrown@deloitte.ca

Regina 
Cathy Warner 
306-565-5230 
cwarner@deloitte.ca

Winnipeg 
Rick MacKay 
204-944-3633 
rmackay@deloitte.ca

Windsor 
Mark Morrison 
519-967-7713 
mmorrison@deloitte.ca

London 
David Gurnham 
519-640-4605 
dgurnham@deloitte.ca

Kitchener 
Steve Lawrenson
519-650-7729
slawrenson@deloitte.ca

Peter Barr 
519-650-7745 
pbarr@deloitte.ca

Burlington 
Reno Serrani 
905-315-6706 
rserrani@deloitte.ca

Niagara 
Mike Boucher
905-323-6021
miboucher@deloitte.ca

Brad Hutchings 
905-323-6007 
bhutchings@deloitte.ca

Toronto 
Don Wilkinson
416-601-6263
dowilkinson@deloitte.ca

Richard Nunn  
416-601-6534  
rnunn@deloitte.ca 

Ottawa 
Darlene Nielsen 
613-751-5254 
darnielsen@deloitte.ca

Montreal 
Alain Côté
514-393-5317 
acote@deloitte.ca

Quebec City
Clarence Turgeon
418-624-5366 
cturgeon@deloitte.ca

Saint John 
Lloyd Foote 
506-663-6605 
lfoote@deloitte.ca

Halifax
André Vincent
902-721-5504
avincent@deloitte.ca

Shannon MacDonald 
902-721-5560 
smacdonald@deloitte.ca

St. John’s 
Brian Groves 
709-758-5225 
bgroves@deloitte.ca

Appendix III 
Contacts
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