Audit Process Review - October 2009 To September 2010

BROKERAGES CONTACTED: 261

BROKERAGES NOT PARTICIPATING: 4

Part 1. Audit Scheduling

Reasonable Notice

- Was the amount of notice given reasonable?

80% -

60% -

40% -

20% -

2.30%
0% . - - I - :
Reasonable notice received Unreasonable notice received

Brokerages (%) 97.70% 2.30%
Brokerages 255 6

- If unreasonable, why?

The auditor did not provide alternative
dates

The brokerage was experiencing staff
shortage

Notice given by the auditor was too
short

33.33%

3.33%

No reasons provided by the broker

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

No reasons Notice given by the | The brokerage was| The auditor did not
provided by the auditor was too | experiencing staff | provide alternative

broker short shortage dates
Brokerages (%) 16.67% 33.33% 16.67% 33.33%
Brokerages 1 2 1 2
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Flexibility Scheduling the Audit

- Was the auditor flexible when they scheduled the audit? - If inflexible, why?
100% - 97.70%
ENo reasons
80% - given by
broker
60% -
O Notice given
40% - by the auditor
was too short
20% -
- .
0% - S provide
Flexible Inflexible alternateive
Brokerages (%) | 97.70% 2.30% dates
Brokerages 255 6
Part 2. Audit Publication
Helpfulness of the Pre-Audit Publication
- Was the pre-audit publication helpful? - If not helpful, why?
Did not receive 5
80% - the publication
60% - No reason
broker
40% -
0 2 4 6
20% - 3.45% .
No reason Did not
provided by receive the
0% - | L
Helpful Unhelpful the broker publication
Brokerages (%)| 96.55% 3.45% Brokerages 4 >
0,
Brokerages 252 9 Brokerages (%) 44.44% 55.56%
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Part 3. Audit Pr

Audit Disruptiveness to Brokerage Operations

- Was the audit disruptive to your business activities?

e |
81.23%

Disruptive _ 18.77%

0% 20% 40% 60% 80% 100%
Disruptive Not disruptive
Brokerages 49 212
Brokerages (%) 18.77% 81.23%

- If disruptive, how can RECA reduce or minimize the disruptiveness of the audit while still being able to fulfill its mandate?

ENo suggestions provided

B Audit should be conducted
electronically

H Audit should be done in
weekend

OBroker does not have to stay
with the auditor

ODisruptiveness cannot be
reduced or avoided

HE Auditor should provide more
notice

O Auditor should be on time
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Audit Past Normal Business Hours Inconvenience if Past Normal Business Hours

- Did the audit extend past normal business hours? - Was this an inconvenience for you?

100% 95.02% :
80% Convenient ﬁ 69.23%
60%
40%
Inconvenient - 30.77%
20%
4.98%
0% 0% 20% 40% 60% 80% 100%
Past Not past
business business Inconvenient Convenient
hours hours BroK ”
0, 0,
Brokerages (%) 4.98% 95.02% Brokerages (%) 30.77% 69.23%
Brokerages 13 248 roxerages 4 9

Audit Helpfulness

- Do you think the audit was helpful?

100% 91.95%

80% -

60% -

40% -

20% - 8.05%

0% - I
Helpful Not helpful

Brokerages (%) 91.95% 8.05%
Brokerages 240 21
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- If not helpful, why?

HNo reasons provided by the
broker

B Brokerage systems are in good
order

HBroker has strong background

ONothing do with RECA is
helpful

Clear & Constructive Explanation Provided

- Did the auditor provide clear and constructive explanation of the results at the conclusion of the audit?

80% -

60% -

40% -

20% -
1.53%

0% - : :
Provided Not provided

Brokerages (%) 98.47% 1.53%
Brokerages 257 4
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Recommendations or Strategies Provided

- Did the auditor provide any recommendations or strategies to prevent future problems?

100% 92.34%
80% -
60% -
40% -
20% -
7.66%
0% | _____ B
Provided Not provided
Brokerages (%) 92.34% 7.66%
Brokerages 241 20
- If not provided, why?
18
16 -
14 ~
12 ~
10 ~
8 .
6 .
4
4 .
2 _ i
0 :
No reasons provided by the broker Brokerage sys:g(r;s are in good
Brokerages 16 4
Brokerages (%) 80.00% 20.00%
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Attempted to Hold the Meeting in Private

- Did the auditor attempt to hold the meeting in private?

Not private
meeting
5.36%

® Private meeting B Not private meeting

Length of Audit

- How long did the audit take approximately?

120
120
105
100
80
60
40
19
20 12 l
1 3 1
0 . - ™ -
0.5 day lday |15days| 2days | 2.5days | 3days 3 days
Brokerages 120 105 12 19 1 3 or nore
Brokerages (%) | 45.98% | 40.23% | 4.60% | 7.28% | 0.38% | 1.15% | 0.38%
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Part 5. Audit Follow- Pr

Audit Letter Provided in a Timely Basis

- Was the audit follow up letter provided to you on a timely basis?

100% 92.34%

80% -

60% -

40% -

20% -
7.66%

In a timely basis Not in a timely basis
Brokerages (%) 92.34% 7.66%
Brokerages 241 20

0% -~

Accuracy of the Letter

- Was the letter accurate?

100%

80% -

60% -

40% -
11.49%

Accurate Not accurate
Brokerages (%) 88.51% 11.49%
Brokerages 231 30

20% -

0% -
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- If not accurate, why?

No reasons provided by the broker 23
Broker does not agree with the auditor's 4
comments
Auditor did not provide reference to 3
some of the comments
0 5 10 15 20 25
Auditor did not provide Broker does not agree No reasons provided b
reference to some of the with the auditor's P y
the broker
comments comments
Brokerages 3 4 23
Brokerages 13.04% 13.33% 76.67%
Reasonable Time Provided for Response
As a normal practice, RECA provides 3 weeks to respond to the letter.
- Did the auditor provide you enough time to reply to the letter?
100%
78.93%
80% -
60% -
40% -
21.07%
. -
0% - : :
Reasonable response time Unreasonable response time
Brokerages (%) 78.93% 21.07%
Brokerages 206 55
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- Why do you feel the time was unreasonable?

100%
80.00%
80% -
60% -
40% -
9.09%
20% -
3.64% 3.64% 1.82% 1.82%
No reasons Broker had | The letter :
; . Not . Broker did
provided Broker is guestions |was sent to
enough not read
by the busy . about the | the wrong
time the letter
broker letter address
Brokerages (%)| 80.00% 9.09% 3.64% 3.64% 1.82% 1.82%
Brokerages 44 5 2 2 1 1
- How much more time would you need to respond to the auditor’s letter?
100%
80.00%
80% -
60% -
40% -
20% - 7 2705
7.27%
’ 3.64% 1.82%
0% - = = I —
2 more 3 more 6 more
No comment | 1 more week
weeks weeks months
Brokerages (%) 80.00% 7.27% 7.27% 3.64% 1.82%
Brokerages 44 4 4 2 1
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Part 6. Audit Experien

Positive and Constructive Experience

- Was the audit process a positive and constructive experience?

100% 95.02%

80% -

60% -

40% -

20% -

4.98%
0% - ” : R— ,
Positive and constructive Not positive and constructive
experience experience

Brokerages (%) 95.02% 4.98%
Brokerages 248 13

Potential Problem Identified and Resolved

- Did the audit process help you to identify and resolve potential problems?

100%
87.36%

80% -

60% -

40% -

12.64%
20% -
- I
Helped Did not help

Brokerages (%) 87.36% 12.64%
Brokerages 228 33
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- If not helpful, why?

20 19
18
16
14 13
12
10
8
6
4
2 1
0 [
No reasons provided Brokerage systems Previous traning was
provide by the broker already in good order good
Brokerages 13 19 1
Brokerages (%) 39.39% 57.58% 3.03%

Effective Record Keeping and Administrative Procedures

- Did the audit process help you to develop more effective record keeping and administrative procedures?

100%
83.52%

80% -

60% -

40% -

16.48%
20% -
0% - -
Helped Did not help

Brokerages (%) 83.52% 16.48%
Brokerages 218 43
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- If not helpful, why?

100%
80%
55.81%
60%
41.86%
40%
20%
2.33%
0% . —
No reasons provided Brokerage systems Brokerage ceased
by the broker already in good order operations
Brokerages (%) 41.86% 55.81% 2.33%
Brokerages 18 24 1

Courteousness, Professionalism and Approachableness of the Auditor

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% A
20% A
10% -

1.15%

1.15%

0%

Courteous

Professional

Approachable
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