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Audit highlights

Topic

Status

We have completed the audit of the financial statements, with 
the exception of certain remaining outstanding procedures, 
which are highlighted on the ‘Status’ slide of this report. Misstatements - 

uncorrected Uncorrected misstatements

Misstatements - 
Corrected

Corrected misstatements

• See management representation letter for details

Matters to report – see link for detailsNo matters to report

Policies and 
practices

&

Specific topics

Accounting policies and practices

Other financial reporting matters

Specific topics 

Significant unusual transactions

Significant risks

Other risks of material misstatement 

Going concern matters

Risks and 
results

&

Significant 
unusual 

transactions

The purpose of this report is to assist you, as a member of the Committee, in your review of the results of our audit of the financial statements. This report is intended solely for the information and 
use of Management, the Committee, and the staff of the Town and should not be used for any other purpose or any other party. KPMG shall have no responsibility or liability for loss or damages or 
claims, if any, to or by any third party as this report has not been prepared for, and is not intended for, and should not be used by, any third party or for any other purpose.

Independence Annual Statement of Compliance

Control 
deficiencies Significant deficiencies

Audit Quality

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

Learn more about how we deliver audit quality​

Audit strategy Materiality $1,100,000  

Scope

Our audit of the financial statements of The Corporation of the 
Town of Blue Mountains (“the Organization”) as of and for the 
year ending December 31, 2024, will be performed in accordance 
with Canadian generally accepted auditing standards.

Engagement letter
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Status

As of June 18, 2025, we have completed the audit of the financial statements, with the exception of certain remaining procedures, 
which include amongst others:

• Completing our final quality control and review procedures;
• Receipt of legal letter responses regarding litigation and claims and final assessment;
• Completing our discussions with the Committee;
• Obtaining evidence of Council’s approval of the financial statements; and
• Receipt of the signed management representation letter

We will update Committee on significant matters, if any, arising from the completion of the audit, including the completion of the 
above procedures.

Our auditors’ report, a draft of which is provided in Appendix: Draft Auditors’ Report, will be dated upon the completion of any 
remaining procedures.

KPMG Clara for Clients (KCfc)

Learn more

On our audit we used KCfc to coordinate requests 
from management.

Real-time collaboration and transparency
We leveraged KCfc to facilitate real-time collaboration 
with management and provide visual insights into the 

status of the audit! 

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://www.youtube.com/watch?v=nGnQeH2ypXA
https://www.youtube.com/watch?v=wE5-fCDK32Q
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087104705001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087104705001
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Materiality

We determine materiality to provide a basis for: 
• Determining the nature, timing and extent of risk assessment procedures;
• Identifying and assessing the risks of material misstatement; and 
• Determining the nature, timing, and extent of further audit procedures.

We design our procedures to detect misstatements at a level less than 
materiality in individual accounts and disclosures, to reduce to an 
appropriately low level the probability that the aggregate of uncorrected and 
undetected misstatements exceeds materiality for the financial statements as 
a whole.  

We also use materiality to evaluate the effect of:

• Identified misstatements on our audit; and

• Uncorrected misstatements, if any, on the financial statements and in 
forming our opinion.

We determine materiality at a level at which we consider that 
misstatements could reasonably be expected to influence the 
economic decisions of users. Determining materiality is a matter of 
professional judgement, considering both quantitative and qualitative 
factors, and is affected by our perception of the common financial 
information needs of users of the financial statements as a group. We 
do not consider the possible effect of misstatements on specific 
individual users, whose needs may vary widely. 

 

Plan and perform the audit

Evaluate the effect of misstatements

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Materiality

Total Revenues

$65,624,000
(2023: $61,200,000)

Total Assets

$370,103,000
(2023: $355,393,000)

Total Expenses

$45,975,000
(2023: $42,808,000)

0.3%

0.3%

2.4%

2.6%

Total Assets - 2024

Total Assets - 2023

Total Expenses -2024

Total Expenses -2023

% of Other Relevant Metrics

% of Benchmark

Materiality
$1,100,000

(2023: $1,100,000)

1.7%

1.8%

Total Revenues
- 2024

Total Revenues
- 2023

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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• We tested the design and implementation of controls surrounding the review of journal entries, and the business rationale for significant 
entries.

• Using our KPMG Clara Journal Entry Analysis Tool, we obtained 100% of the journal entries posted during the year.
• In responding to risks of fraud and management override of controls, we set specific criteria to isolate high risk journal entries and 

adjustments in order to analyze for further insights into our audit procedures and findings. We focused on journal entries recorded and 
posted as part of the year-end closing process.

No issues were noted in the performance of the above procedures.

We highlight our significant findings in respect of significant risk. 

Significant risks and results

No significant qualitative aspects to note.

Estimate?Significant risk

Management is in a unique position to perpetrate fraud because of its ability to manipulate accounting records and 
prepare fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. 
Although the level of risk of management override of controls will vary from entity to entity, the risk nevertheless is 
present in all entities.

No 

Risk assessmentManagement Override of Controls
RISK OF

FRAUD

Our response

Significant qualitative aspects of the Town’s accounting practices 

Our KPMG Clara Journal 
Entry Analysis Tool assists in 

the performance of detailed 
journal entry testing based on 

engagement-specific risk 
identification and 

circumstances. Our tool 
provides auto-generated 
journal entry population 

statistics and focusses our 
audit effort on journal entries 

that are riskier in nature.

Click to learn more

Advanced 
technologies

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087120710001
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Significant risk

Despite our rebuttal to the fraud risk, revenue is still an area of focus in our audit and as such we have performed substantive procedures over all material sources of revenue. 

Estimate?

We highlight our significant findings in respect of significant risk. 

Significant risks and results

This is a presumed fraud risk of material misstatement under Canadian auditing standards.

Audit standards require us to assume there are generally pressures and incentives on management to commit fraudulent financial reporting 
through inappropriate revenue recognition to meet internal targets and/or budgets. This can be perpetrated through revenue cut-off or manual 
journal entries and other adjustments related to revenue recognition. 

We exercise professional judgement to rebut the presumed risk of fraud in revenue recognition after we consider and evaluate the facts and 
circumstances of the audit.

The risk of fraud from revenue recognition has been rebutted based on the nature of the revenues received by the Town which does not present 
significant incentives, opportunities, or rationalizations to commit fraud.

Risk assessmentFraudulent revenue recognition (rebuttable significant risk of material misstatement)
RISK OF

ERROR FRAUD

Our response and findings

No

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Other risks of material misstatement and results

Cash and long-term liabilities

Cash and long-term liabilities

We are focusing on this area due to the significance of the account balances.
No

Our response

• Our procedures included:
• Confirmed cash balances with the bank
• Tested the reconciliation of bank statements to the general ledger
• Obtained support for any significant reconciling items
• For debt, obtained debt confirmation and performed interest expense analytical

No issues were noted in the performance of the above procedures.

Significant qualitative aspects of the Municipality’s accounting practices

No significant qualitative aspects to note.

Estimate?Significant risk

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Other risks of material misstatement and results

Obligatory reserve fund revenue and deferred revenue

Obligatory reserve fund revenue and other deferred grant revenue. We are focusing on this area as due to revenue 
recognized from development charge reserve fund is subject to judgment as capital projects must be growth related 
in nature.  

No

Our response

• We have performed statistical sampling and reconciled to agreement, cash received and revenue reported for the fiscal year.
• We have performed statistical sampling over contributions received and contributions recognized in deferred revenue and obtained supporting 

documentation to ensure the contribution was received and the funds were used for expenditures that are growth related in nature.

No issues were noted in the above procedures.

Significant qualitative aspects of the Municipality’s accounting practices

No significant qualitative aspects to note.

Estimate?Significant risk

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Other risks of material misstatement and results

Tangible Capital Assets

Tangible capital assets 

We are focusing on this area due to the significance of the account balances and the fact that there is a risk of error in 
inappropriately recognizing costs as either capital or operating. 

No

Our response

• Discussion over capitalization policies and their application with management
• Performed statistical sampling to select tangible capital asset additions and retirements in the year. 
• Tested expense accounts to ensure that items related to tangible capital assets were not inappropriately expensed in 2024
• Tested the reasonableness of amortization expense. 

KPMG identified an error when testing the asset retirement obligation amortization balance. It was identified that no amortization was recorded on 
those assets in 2024. A corrected entry has been made my management. Please refer to the representation letter for more details. No other issues 
were noted in the above procedures.

Significant qualitative aspects of the Town’s accounting practices

No significant qualitative aspects to note.

Estimate?Significant risk

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Other risks of material misstatement and results

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities

We are focusing on this area due the significant of the account balances.
No

Our response

• We have performed substantive testing of a sample of accruals recorded as at year-end, to ensure supporting documentation supports the 
existence and accuracy of the amount accrued.

• We have performed the search for unrecorded liabilities to ensure the completeness of accounts payable & accrued liabilities as at year-
end. 

KPMG identified two individually significant errors in the above procedures: 
• A factual error of $35,827 in 2 samples, which was projected to the population. This amounted to a projected misstatement of $221,659. 
• Identification of a payroll accrual as a result of the collective bargaining negotiations with BMPFFA.
Please refer to slide 16 for more details. No other issues were noted in the performance of the above procedures.

Significant qualitative aspects of the Town’s accounting practices

No significant qualitative aspects to note.

Estimate?Significant risk

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Required inquiries of the audit committee

Inquiries regarding risk 
assessment, including 

fraud risks

• What are the Committee’s views about fraud risks, including 
management override of controls, in the Organization?  And 
have you taken any actions to respond to any identified 
fraud risks?

• Is the Committee aware of, or has the Audit Committee 
identified, any instances of actual, suspected, or alleged 
fraud, including misconduct or unethical behavior related to 
financial reporting or misappropriation of assets? 
• If so, have the instances been appropriately addressed 

and how have they been addressed?

• How does the Committee exercise oversight of the 
Organization’s fraud risks and the establishment of controls 
to address fraud risks?

Inquires regarding related 
parties and significant 
unusual transactions

• Is the Committee aware of any instances where the 
Organization entered into any significant unusual 
transactions? 

• What is the Committee’s understanding of the 
Organization’s relationships and transactions with related 
parties that are significant to the Organization?

• Is the Committee concerned about those relationships or 
transactions with related parties? If so, the substance of 
those concerns?

• Is the Committee aware of tips or complaints 
regarding the Organization’s financial reporting 
(including those received through the 
Committee’s internal whistleblower program, if 
such programs exist)?  If so, the Committee’s 
responses to such tips and complaints?

Inquiries regarding 
Organization processes

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Uncorrected misstatements
Uncorrected misstatements include financial presentation and disclosure omissions.  

Impact of uncorrected misstatements – Not material to the financial statements

• The management representation letter includes the Summary of Uncorrected Misstatements, which discloses the impact of all uncorrected 
misstatements considered to be other than clearly trivial  

• This includes the effect of uncorrected misstatements related to prior periods on the relevant classes of transactions, account balances or 
disclosures, and the financial statements as a whole

• Based on both qualitative and quantitative considerations, management have decided not to correct certain misstatements and represented to us that 
the misstatements —individually and in the aggregate—are, in their judgment, not material to the financial statements. This management 
representation is included in the management representation letter.

• We concur with management’s representation that the uncorrected misstatements are not material to the financial statements. Accordingly, the 
uncorrected misstatements have no effect on our auditor's report. 

Revenue (in $’000s)

As currently presented $65,624

Uncorrected misstatements $75

As a % of the balance 0.1%

Total assets (in $’000s)

As currently presented $369,571

Uncorrected misstatements $361

As a % of the balance 0.09%

Below is a summary of the impact of the uncorrected misstatement: 

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Individually significant uncorrected misstatements
Uncorrected audit misstatements:

Income effect Financial position

Description of individually significant misstatements (Decrease) Increase Assets
(Decrease) Increase

Liabilities
(Decrease) Increase

Equity
(Decrease) Increase

To reclassify credits within Utility receivables to a 
payable balance.

$ - $57,953 $57,953 $ -

To adjust for sewage billing revenues related to 
December 2023 posted incorrectly to January 2024.

($74,923) $ - $ - $ - 

To record factual and projected error identified in 
holdback payables.

$ - $(221,659) ($221,659) $ - 

To adjust for error identified in federal grant receivable. $ - $(197,334) $ - ($197,334) 

To record payroll accrual relating to settlement with the 
Fire Fighter Association. 

($137,303) $- $137,303 ($137,303) 

Total ($212,226) ($361,040) ($26,403) ($334,637)

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Control deficiencies

A deficiency in internal control over financial reporting
A deficiency exists when the design or operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the control objective is missing or (b) an existing control is not properly designed so 
that, even if the control operates as designed, the control objective would not be met. A deficiency in operation exists when a properly designed control does not operate as designed, or 
when the person performing the control does not possess the necessary authority or competence to perform the control effectively.

Consideration of internal control over financial reporting (ICFR) 
In planning and performing our audit, we considered ICFR relevant to the Entity’s preparation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on the financial statements, but not for the purpose of expressing an opinion on ICFR.

Our understanding of internal control over financial reporting was for the limited purpose described above and was not designed to identify all control deficiencies that might be significant 
deficiencies. The matters being reported are limited to those deficiencies that we have identified during the audit that we have concluded are of sufficient importance to merit being 
reported to those charged with governance.

Our awareness of control deficiencies varies with each audit and is influenced by the nature, timing, and extent of audit procedures performed, as well as other factors. Had we performed 
more extensive procedures on internal control over financial reporting, we might have identified more significant deficiencies to be reported or concluded that some of the reported 
significant deficiencies need not, in fact, have been reported.

Significant deficiencies in internal control over financial reporting
A deficiency, or a combination of deficiencies, in internal control over financial reporting that, in our judgment, is important enough to merit the attention of those charged with governance. 

KPMG has not identified any significant control deficiencies as a result of our audit.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Appendix: Audit quality - How do we deliver audit quality?
Quality essentially means doing the right thing and remains our 
highest priority. Our Global Quality Framework outlines how we 
deliver quality and how every partner and staff member contributes 
to its delivery.

The drivers outlined in the framework are the ten components of the KPMG System of 
Quality Management (SoQM). Aligned with ISQM 1/CSQM 1, our SoQM components 
also meet the requirements of the International Code of Ethics for Professional 
Accountants (including International Independence Standards) issued by the 
International Ethics Standards Board for Accountants (IESBA) and the relevant rules of 
professional conduct / code of ethics applicable to the practice of public accounting in 
Canada, which apply to professional services firms that perform audits of financial 
statements. Our Transparency Report includes our firm’s Statement on the 
Effectiveness of our SoQM.

We define ‘audit quality’ as being the outcome when:

• audits are executed consistently, in line with the requirements and intent of applicable 
professional standards within a strong system of quality management; and 

• all of our related activities are undertaken in an environment of the utmost level of 
objectivity, independence, ethics and integrity. 

KPMG 2023 Audit Quality and Transparency Report

Doing the right thing. Always.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 
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https://home.kpmg/ca/en/home/services/audit/transparency-report.html
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Appendix: Audit quality - Indicators (AQIs)
The objective of these measures is to provide the Committee and management with more in-depth information about factors that influence audit quality within an audit process. Below 
you will find the current status of the AQIs that we have agreed with management are relevant for the audit. 

Nothing to report Some matters to report Specific matters to report

Experience of the team

• Engagement Partner: Brendan Hall - 10+ 
years experience in the industry

• Manager: Ashley Miller  - 6 years of 
experience in the industry

Team composition

Timeliness of PBC items

• We requested 50+ PBCs, with various follow-
up requests as a result of our findings.

• We had confirmed the availability of PBCs 
with management in advance of interim and 
year-end fieldwork.

• There was a delay in receiving the full trial 
balance. We did not receive it until 2 weeks 
into the start of the audit.

Timing of prepared by 

   client (PBC) items 

Implementation of Technology in the Audit

• We have expanded the number of 
technologies implemented in the audit 
including:

• KPMG Clara Workflow (“KWc”) – 
new audit workflow to allow us to 
deliver globally consistent 
engagements

• KPMG Clara Advanced 
Capabilities – Journal Entry 
Analysis – focuses audit effort on 
journal entries that are riskier in 
nature

• Datasnipper – Excel based tool, 
which allows us to automatically 
match Excel data with underlying 
source documents and form data 
extraction from documents with the 
same layout

• Datashare - Data extraction tool 
that enables easy and reliable data 
extraction to support our year-end 
audit work from clients using a 
compatible accounting system 

Technology in the audit

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Accounting policies and practices

Revised

There were no changes to accounting policies and practices during the year, other than the above new accounting standards.

Initial selection  

The following new significant accounting policies and practices were selected and applied during the period.

PS 3400 Revenue

Changes to significant accounting policies and practices and the impact on the financial statements are disclosed in Note 1 to the financial statements.

The new standards did not have a significant impact on the City’s financial statements.

Significant qualitative aspects  

Material accounting policies or practices are disclosed in note 1 to the financial statements.

No maters to report.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 
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Other financial reporting matters
We also highlight the following:

Financial statement presentation - form, 
arrangement, and content 

No matters to report.

Concerns regarding application of new 
accounting pronouncements

No matters to report. 

Significant qualitative aspects of financial 
statement presentation and disclosure

No matters to report.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 
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Specific topics

Illegal acts, including noncompliance with laws
and regulations, or fraud No matters to report

Other information in documents containing the 
audited financial statements

No matters to report

Significant difficulties encountered during the audit No matters to report

Difficult or contentious matters for which the auditor 
consulted No matters to report

Management’s consultation with other accountants No matters to report

Disagreements with management No matters to report

Related parties No matters to report

Significant issues in connection with our appointment 
or retention No matters to report

Other matters that are relevant matters of governance 
interest No matters to report

We have highlighted the following that we would like to bring to your attention:

Matter Finding

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 
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Independence
The services are not prohibited, and threats to our independence, if any, resulting from the provision of the services will be eliminated or reduced to an acceptable 
level. Further details on the services and the assessment of the potential effects on our independence are included on the slides that follow.

Matters that could impact our fee

The proposed fees outlined above are based on the assumptions described in the engagement letter. The critical assumptions, and factors that cause a change in our fees, 
include:

− Audit readiness, including delays in the receipt of requested working papers, audit samples, inquiries and financial statements information from the agreed upon timelines, and 
the books and records being properly closed at the start of our year-end audit work;

− The availability, participation and responsiveness of key Municipality team members during the audit; 

− Significant changes to internal control over financial reporting; 

− Significant changes in the nature or size of the operations of Municipality beyond those contemplated in our planning processes; 

− Significant unusual and/or complex transactions; 

− Changes in the timing of our work;

−  Other significant issues (e.g. cyber security breaches, change in IT systems); 

− Any accounting advice

Audit services Fee Fee structure

Audit of financial statements of for the year ended December 31, 2024 

Audit of the Trust Funds

Audit of the Business Improvement Area

Audit of the Library

$ 43,000

$2,800

$4,000

$6,000

Fixed

Note: Incremental work related to the adoption and auditing of the accounting standards adopted during the year will be in addition to the above proposed fees.

We are not aware of any relationships or other matters between our firm and the Organization that, in our professional judgement, may reasonably be thought to bear 
on our independence.

Control 
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Appendices
Required 
communications

Insights

Management 
representation letter

Future auditing 
standards

Technology and 
continuous evolution

Engagement letter

New and future 
accounting standards
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Appendix: Other required communications

Engagement terms

A copy of the engagement letter is included in Appendix: Engagement Letter

CPAB communication protocol

The reports available through the following links were published by the Canadian 
Public Accountability Board to inform Audit Committees and other stakeholders 
about the results of quality inspections conducted over the past year:

• CPAB Audit Quality Insights Report: 2021 Annual Inspections Results

• CPAB Audit Quality Insights Report: 2022 Annual Inspections Results

• CPAB Audit Quality Insights Report: 2023 Interim Inspections Results

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 
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https://www.cpab-ccrc.ca/docs/default-source/inspections-reports/2021-annual-inspections-results-en.pdf?sfvrsn=55b1df58_10
https://cpab-ccrc.ca/docs/default-source/annual-reports/2022-annual-report-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2023-interim-inspections-results-en.pdf
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Appendix: Engagement Letter
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Appendix: Management representation letter
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[Letterhead of Client] 

KPMG LLP 
120 Victoria Street South, Suite 600 
Kitchener, ON N2G 0E1 
Canada 

June 23, 2025 

We are writing at your request to confirm our understanding that your audit was for the 
purpose of expressing an opinion on the consolidated financial statements (hereinafter 
referred to as “financial statements”) of The Corporation of the Town of Blue Mountains (“the 
Entity”) as at and for the period ended December 31, 2024. 

General: 

We confirm that the representations we make in this letter are in accordance with the 
definitions as set out in Attachment I to this letter. 

We also confirm that, to the best of our knowledge and belief, having made such inquiries 
as we considered necessary for the purpose of appropriately informing ourselves: 

Responsibilities: 

• We have fulfilled our responsibilities, as set out in the terms of the engagement
letter dated June 10, 2024, including for:

o the preparation and fair presentation of the financial statements and believe that
these financial statements have been prepared and present fairly in accordance
with the relevant financial reporting framework.

o providing you with all information of which we are aware that is relevant to the
preparation of the financial statements (“relevant information”), such as financial
records, documentation and other matters, including:

— the names of all related parties and information regarding all relationships 
and transactions with related parties;   

— the complete minutes of meetings, or summaries of actions of recent 
meetings for which minutes have not yet been prepared, of shareholders, 
board of directors and committees of the board of directors that may affect 
the financial statements. All significant actions are included in such 
summaries. 

o providing you with unrestricted access to such relevant information.
o providing you with complete responses to all enquiries made by you during the

engagement.



o providing you with additional information that you may request from us for the 
purpose of the engagement. 

o providing you with unrestricted access to persons within the Entity from whom you 
determined it necessary to obtain audit evidence. 

o such internal control as we determined is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud 
or error. We also acknowledge and understand that we are responsible for the 
design, implementation and maintenance of internal control to prevent and detect 
fraud. 

o ensuring that all transactions have been recorded in the accounting records and 
are reflected in the financial statements. 

o ensuring that internal auditors providing direct assistance to you, if any, were 
instructed to follow your instructions and that we, and others within the Entity, did 
not intervene in the work the internal auditors performed for you. 

Internal control over financial reporting: 

• We have communicated to you all deficiencies in the design and implementation or 
maintenance of internal control over financial reporting of which we are aware. 

Fraud & non-compliance with laws and regulations: 

• We have disclosed to you: 
o the results of our assessment of the risk that the financial statements may be 

materially misstated as a result of fraud. 
o all information in relation to fraud or suspected fraud that we are aware of that 

involves:  

— management; 

— employees who have significant roles in internal control over financial 
reporting; or 

— others 
o where such fraud or suspected fraud could have a material effect on the financial 

statements. 
o all information in relation to allegations of fraud, or suspected fraud, affecting the 

financial statements, communicated by employees, former employees, analysts, 
regulators, short sellers, or others. 

o all known instances of non-compliance or suspected non-compliance with laws and 
regulations, including all aspects of contractual agreements or illegal acts, whose 
effects should be considered when preparing financial statements. 

o all known actual or possible litigation and claims whose effects should be 
considered when preparing the financial statements. 

Subsequent events: 

• All events subsequent to the date of the financial statements and for which the 
relevant financial reporting framework requires adjustment, or disclosure, in the 
financial statements have been adjusted or disclosed. 



Related parties: 

• We have disclosed to you the identity of the Entity's related parties. 

• We have disclosed to you all the related party relationships and 
transactions/balances of which we are aware. 

• All related party relationships and transactions/balances have been appropriately 
accounted for, and disclosed, in accordance with the relevant financial reporting 
framework. 

Estimates: 

• The methods, the data and the significant assumptions used in making accounting 
estimates, and their related disclosures are appropriate to achieve recognition, 
measurement or disclosure that is reasonable in the context of the applicable 
financial reporting framework. 

Going concern: 

• We have provided you with all information relevant to the use of the going concern 
assumption in the financial statements. 

• We confirm that we are not aware of material uncertainties related to events or 
conditions that may cast significant doubt upon the Entity's ability to continue as a 
going concern. 

Misstatements: 

• The effects of the uncorrected misstatements described in Attachment II are 
immaterial, both individually and in the aggregate, to the financial statements as a 
whole.   

• We approve the corrected misstatements identified by you during the audit 
described in Attachment II.  

Non-SEC registrants or non-reporting issuers: 

• We confirm that the Entity is not a Canadian reporting issuer (as defined under any 
applicable Canadian securities act) and is not a United States Securities and 
Exchange Commission (“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 
2002).  

• We also confirm that the financial statements of the Entity will not be included in the 
group financial statements of a Canadian reporting issuer audited by KPMG or an 
SEC Issuer audited by any member of the KPMG organization.  

Other: 

• We confirm that we have provided you with a complete list of service organizations 
(SO) and sub-service organizations (SSO) and that the relevant complementary 
user entity controls (CUECs) related to each SO/SSO have been designed and 
implemented. For the purpose of this representation, a service organization is one 
as defined in CAS 402. 



Yours very truly, 

 

_______________________________________ 
Monica Quinlan, Director of Corporate & Financial Services 

  



Attachment I – Definitions 

Materiality 

Certain representations in this letter are described as being limited to matters that are 
material.  

Information is material if omitting, misstating or obscuring it could reasonably be expected 
to influence the economic decisions of users taken on the basis of the financial statements.    

Judgments about materiality are made in light of surrounding circumstances, and are 
affected by perception of the needs of, or the characteristics of, the users of the financial 
statements and, the size or nature of a misstatement, or a combination of both while also 
considering the entity’s own circumstances. 

Fraud & error 

Fraudulent financial reporting involves intentional misstatements including omissions of 
amounts or disclosures in financial statements to deceive financial statement users. 

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied 
by false or misleading records or documents in order to conceal the fact that the assets are 
missing or have been pledged without proper authorization. 

An error is an unintentional misstatement in financial statements, including the omission of 
an amount or a disclosure. 

  



Summary of Audit Misstatements - Uncorrected

Entity: Town of Blue Mountains
For Period Ended: 31-Dec-24

Amounts in: $
Method Used to Quantify Audit Misstatements: Rollover method
Final Materiality: 1,100,000    

ID Description of misstatement
Factual, judgmental or 

projected misstatement?

Misstatement in 
accounts or in 

disclosure?
Accounts (if applicable) Debit (Credit)

Income effect of 
correcting the balance 
sheet in prior period 
(carryforward from 

prior period)

Income effect of 
correcting the 
current period 
balance sheet

Income effect 
according to 

Rollover method
Equity Current Assets Noncurrent Assets Current Liabilities Noncurrent Liabilities

Factual Accounts Accumulated surplus (74,923)   (74,923)   
Factual Accounts Sewer billing, revenue 74,923   74,923   74,923   74,923   

Factual Accounts Accounts Payable (57,953)    (57,953)   

Factual Accounts A/R - Water and Sewer Utility Bills 57,953   57,953    

Factual and Projected Accounts Accounts Payable 221,659   221,659   

Factual and Projected Accounts Capital Assets
(221,659)   (221,659)   

Factual Accounts Grant Revenue 197,334   197,334    197,334    197,334   

Factual Accounts Accounts Receivable
(197,334)   (197,334)   

Factual Accounts Accounts Payable
(137,303)   (137,303)    

Factual Accounts Payroll Expenses 137,303   137,303 137,303.00    137,303.00    

Aggregate effect of uncorrected audit misstatements (before tax): 212,226 334,637 (139,381) (221,659) 26,403 0
Tax effect: 

Aggregate effect of uncorrected audit misstatements (after tax): 212,226    334,637.18   (139,381.33)   (221,659.00)   26,403.15   -  
Financial statement amounts (per final financial statements) (after tax): 19,117,818.00    (288,120,505.00)   75,205,709.00   294,365,096.00   (12,019,795.00)   (69,430,505.00)   

Uncorrected audit misstatements as a percentage of financial statement amounts (after tax): 1.11% (0.12%) (0.19%) (0.08%) (0.22%) 0.00%

5 To record Firefighter accrual. 

2 To reclassify credit balances in Utility 
Fees Receivable to Accounts Payable

3 To record factual and projected error in 
holdback payable

4 To record error in grant receivable that 
was recorded in the prior period. 

Correcting Entry Necessary at Current Period End Income Statement Effect - Debit(Credit) Balance Sheet Effect - Debit (Credit)

1
To adjust for sewage billing revenues 
related to December 2023 posted 
incorrectly to January 2024. 

Attachment II – Summary of Audit Misstatements Schedule(s) 



Summary of Audit Misstatements - Corrected

Entity: Town of Blue Mountains
For Period Ended: 31-Dec-24

Amounts in: $

ID Description of misstatement

Factual, 
judgmental or 

projected 
misstatement?

Misstatement in 
accounts or in 

disclosure?
Accounts (if applicable) Debit (Credit) Debit (Credit)

Amortization Expense 531,903.00   

Accumulated Amortization (531,903.00)   

0 (531,903.00)   531,903.00   -  

Entry
Balance sheet Income statement

2 To record amortization expense on ARO's. Factual Accounts

Attachment II – Summary of Audit Misstatements Schedule(s) 



Summary of Audit Misstatements - Uncorrected

Entity: Town of Blue Mountains
For Period Ended: 31-Dec-23

Amounts in: $
Method Used to Quantify Audit Misstatements: Rollover method
Final Materiality: 1,100,000               

ID Description of misstatement

Factual, 
judgmental or 

projected 
misstatement?

Misstatement in 
accounts or in 

disclosure?
Accounts (if applicable) Debit (Credit)

Income effect of 
correcting the balance 
sheet in prior period 

(carryforward from prior 
period)

Income effect of 
correcting the 
current period 
balance sheet

Income effect 
according to 

Rollover method
Equity Current Assets Noncurrent Assets Current Liabilities Noncurrent Liabilities

Factual Accounts Trade receivables, net 84,196.53     84,196.53                   
Factual Accounts Trade Payables (84,196.53)        (84,196.53)         
Factual Accounts Grant Revenue 197,334.18  197,334.18        197,334.18           197,334.18            
Factual Accounts Accounts Receivable (197,334.18)     (197,334.18)               

Aggregate effect of uncorrected audit misstatements (before tax): 197,334 197,334 (113,138) 0 (84,197) 0
Tax effect: 

Aggregate effect of uncorrected audit misstatements (after tax): 197,334 197,334 (113,138) 0 (84,197) 0
Financial statement amounts (per final financial statements) (after tax): 0 (269,002,687.00)   81,938,735.00           273,454,468.00         (14,822,214.00)  (71,568,302.00)       

Uncorrected audit misstatements as a percentage of financial statement amounts (after tax): #DIV/0! (0.07%) (0.14%) 0.00% 0.57% 0.00%

1 To reclassify credits within Utility 
receivables to a payable balance

2 To record error in grant receivable that 
was booked to revenue in 2023. 

Correcting Entry Necessary at Current Period End Income Statement Effect - Debit(Credit) Balance Sheet Effect - Debit (Credit)
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For more information on newly effective and 
upcoming changes to auditing standards 

- see Current Developments
Appendix: Upcoming changes to 
auditing standards

ISA 260/CAS 260

Communications 
with those charged 
with governance

Effective for periods beginning on or after December 15, 2024 ( December 31, 2025)

ISA 700/CAS 700

Forming an opinion 
and reporting on 
the financial 
statements

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://home.kpmg/ca/en/home/insights/2020/11/current-developments.html
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Appendix: Possible changes to accounting standards
Standard Summary and implications

Concepts 
Underlying 
Financial 
Performance

• The revised conceptual framework is effective for fiscal years beginning on or after April 1, 2026 with earlier adoption permitted. 
• The framework provides the core concepts and objectives underlying Canadian public sector accounting standards. 
• The ten chapter conceptual framework defines and elaborates on the characteristics of public sector entities and their financial 

reporting objectives. Additional information is provided about financial statement objectives, qualitative characteristics and 
elements. General recognition and measurement criteria, and presentation concepts are introduced.

Financial 
Statement 
Presentation – 
Exposure draft

• The proposed section PS 1202 Financial statement presentation will replace the current section PS 1201 Financial statement 
presentation. PS 1202 Financial statement presentation will apply to fiscal years beginning on or after April 1, 2026 to coincide 
with the adoption of the revised conceptual framework. Early adoption will be permitted. 

• The proposed section includes the following:
• Relocation of the net debt indicator to its own statement called the statement of net financial assets/liabilities, with the 

calculation of net debt refined to ensure its original meaning is retained.
• Separating liabilities into financial liabilities and non-financial liabilities.
• Restructuring the statement of financial position to present total assets followed by total liabilities.
• Changes to common terminology used in the financial statements, including re-naming accumulated surplus (deficit) to net 

assets (liabilities).
• Removal of the statement of remeasurement gains (losses) with the information instead included on a new statement called 

the statement of changes in net assets (liabilities). This new statement would present the changes in each component of net 
assets (liabilities), including a new component called “accumulated other”.

• A new provision whereby an entity can use an amended budget in certain circumstances.
• Inclusion of disclosures related to risks and uncertainties that could affect the entity’s financial position. 

• The Public Sector Accounting Board is currently deliberating on feedback received on exposure drafts related to the reporting 
model.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://home.kpmg/ca/en/home/insights/2020/11/current-developments.html
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Appendix : Possible changes to accounting standards 
(continued)
Standard Summary and implications

Employee 
benefits – 
Exposure Draft

The Public Sector Accounting Board has initiated a review of sections PS 3250 Retirement benefits and PS 3255 Post-
employment benefits, compensated absences and termination benefits and in 2021 issued an Exposure Draft, was open for 
comments in Fall 2021.  At this time, the Public Sector Accounting Standards Board is currently deliberating the Exposure Draft 
comments.
Given the complexity of issues involved and potential implications of any changes that may arise from the review of the existing 
guidance, the new standards will be implemented in a multi-release strategy. The first standard will provide foundational guidance. 
Subsequent standards will provide additional guidance on current and emerging issues.
This proposed section would result in public sector entities recognizing the impact of revaluations of the net defined benefit liability 
(asset) immediately on the statement of financial position. Organizations would also assess the funding status of their post-
employment benefit plans to determine the appropriate rate for discounting post-employment benefit obligations.
The proposed requires a public sector entity that participates in a multi-employer defined benefit plan to account for its 
proportionate share of the defined benefit obligation, plan assets and cost associated with the plan in the same way as for any 
other defined benefit plans, if there is sufficient information to do so.  
The proposed section PS 3251 Employee benefits will replace the current sections PS 3250 Retirement benefits and PS 3255 
Post-employment benefits, compensated absences and termination benefits. It will apply to fiscal years beginning on or after April 
1, 2026.  

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://home.kpmg/ca/en/home/insights/2020/11/current-developments.html
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Appendix: Audit and assurance insights

KPMG Audit & Assurance Insights
Curated research and insights for audit 

committees and boards.

Board Leadership Centre
Leading insights to help board members 

maximize boardroom opportunities

Audit Committee Guide – Canadian Edition
A practical guide providing insight into current 

challenges and leading practices shaping audit 
committee effectiveness in Canada.

Accelerate 2023
The key issues driving the audit committee 
agenda in 2023.

Momentum
A quarterly newsletter with the latest thought-leadership 
from KPMG's subject matter leaders across Canada 
and valuable audit resources for clients.

KPMG Climate Change Financial 
Reporting Resource Centre
Our climate change resource center provides 
insights to help you identify the potential financial 
statement impacts to your business.

Government and public sector - KPMG Canada
KPMG in Canada’s Government & Public Sector 
practice aims to deliver meaningful results through a 
deep understanding of the issues, an intimate 
appreciation of how the public sector works, and global 
and local insight into the cultural, social and political 
environments.

Our latest thinking on the issues that matter most to Audit Committees, board of directors and management.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://home.kpmg/ca/en/home/insights/2021/05/audit-assurance-insights.html
https://home.kpmg/ca/en/home/market-insights/board-leadership.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://kpmg.com/ca/en/home/insights/2023/11/accelerate.html
https://kpmg.com/ca/en/home/insights/2023/08/momentum-august-2023.html
https://home.kpmg/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
https://home.kpmg/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
https://kpmg.com/ca/en/home/industries/government-public-sector.html
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Insights and

Resources
Public sector and not-for-profit organizations across Canada are facing a plethora of challenges: financial
uncertainty, advanced technological risk, environmental, social, and governance objectives, all which
demand innovative approaches to policy, strategies, and operating models.

To help you understand and navigate these challenges, we have compiled insights and resources in one
spot for you. This page was built for you, to ensure you have the right information in a timely way to enable
your organization’s success. 

Organized into five content tracks, each section is  dedicated to a specific area of relevance to the public  
sector and not-for-profit organizations. This resource site  has guides, reports, on-demand webinars and 
articles. You  will find content on topics such as ESG, legal  considerations, accounting updates, risk 
considerations and  financial sustainability.

 The resources on this site go beyond the traditional areas  of tax and accounting and will be of interest and 
importance  to Board Members and Executive Directors, as well as  CFOs, Directors of Finance, and 
accounting professionals.

 We encourage you to visit the site to learn more about  these topics; simply scan/click the QR code to 
access.

Our local team of trusted advisors in the Waterloo Wellington Region bring a creative and  innovative 
approach to problem solving that reflects a keen  understanding of the public sector and not-for-profit  
organizations. 

We can help you understand relevant  sector insights to help achieve sustainable results.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics

https://kpmg.pathfactory.com/l/re-cyber-campaign?utm_source=one+pager&utm_medium=internal&utm_campaign=FY23-RE-Cyber-Phase+1
https://kpmg.pathfactory.com/l/re-cyber-campaign?utm_source=one+pager&utm_medium=internal&utm_campaign=FY23-RE-Cyber-Phase+1
https://kpmg.pathfactory.com/l/re-cyber-campaign?utm_source=one+pager&utm_medium=internal&utm_campaign=FY23-RE-Cyber-Phase+1
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Appendix: Technology highlights

Summary of 
advanced 

technologies

KPMG Clara Analytics
Using the latest technologies to analyze data, KPMG Clara allows us to visualize 
the flow of transactions through the system, identify risks in your financial data and 
perform more specific audit procedures. The engagement team primarily use this 
tool to prepare trend analytics (planning and final) during the audit.

KPMG Clara for Client (Kcfc)
Allows the client team to see the real-time status of the engagement and who 
from our KPMG team is leading on a deliverable. The tool is used to control 
the status of audit requirements and as a collaboration site to share files and 
data.

KPMG Clara Workflow (KCw)
A modern, intuitively written, highly applicable audit methodology that allows us to 
deliver globally consistent engagements. The tool allows us to identify and respond 
to relevant risks, document our audit procedures, conclusions, and reporting.

Datasnipper
Datasnipper is an audit tool that uses optical character recognition and robotic 
process automation to automate vouching procedures within the audit 
engagement. It automatically matches specified excel data to the corresponding 
documents, leaving an audit trail behind for review. 

We plan to utilize technology to enhance the quality and effectiveness of the audit.

KPMG Clara Analytics – AI Transaction Scoring, powered by MindBridge
MindBridge is a tool that applies advanced statistical, machine learning, and 
rules-based analytics technology to analyze transactions on a more granular 
level and deliver an even higher quality audit. The engagement team primarily 
use this tool to perform testing over non-salary expenses during the audit.

Control 
deficienciesHighlights Audit quality AppendicesStatus IndependenceRisks and results Misstatements Policies and 

practices Specific topics
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Standardization Enhanced audit quality

Data and tech
enablement

Center for
Audit Solutions

Next-gen
auditor

Methodology and Approach

Quality Management System

Exceptional experiences

Increased efficiency

Our investment:
We are in the midst of a five-year 
investment to develop our people, 
digital capabilities, and advanced 
technology.

Responsive delivery model
Tailored to you to drive impactful 
outcomes around the quality and 
effectiveness of our audits.

Result: A better experience
Enhanced quality, reduced disruption, 
increased focus on areas of higher risk, 
and deeper insights into your business.

Centralization

Automation

Appendix: Continuous evolution
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Appendix: KPMG Clara Generative AI
With our global alliance partner Microsoft, we have embarked on a journey to 
embed Generative AI into our smart audit platform—KPMG Clara. This will 
make our auditors more productive and give them the tools to provide quicker 
feedback, make more insightful connections, and deliver a better audit 
experience.

AI done right
Although early adoption is key, we are 
focused on avoiding reliance on a 'black 
box' so we're building 'explainability' and 
'traceability' at the core.

Bolstered productivity
Focused on removing time-consuming 
low value tasks, we'll apply our skills in 
other, more judgmental areas or in order 
to give insights to you.

Quality at our fingertips
We are teaching our model with our 
knowledge databases to capture our vast 
experience. This means quality 
information accessible in seconds.

Secure integration
KPMG Clara has been built on a solid 
and secure Azure Cloud backbone, 
allowing us to easily integrate Generative 
AI in partnership with Microsoft.

Control 
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