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Audit highlights
Status of the audit

We have completed the audit of the financial 
statements (“financial statements”) of the Corporation of 
the Town of Greater Napanee (the “Town”), with the 
exception of certain remaining outstanding procedures, 
which are highlighted on page 5 of this report.

Significant changes to our audit plan
There were no significant changes to our audit plan.

Audit risks and results –
going concern assessment

We performed an assessment to support the 
appropriateness of the going concern assumption. We 
have no findings to report.

Control deficiencies
We identified a control deficiency that we determined to 
be a significant deficiency in internal control over 
financial reporting. We also identified various other 
control deficiencies. See page 14. 

Accounting policies and practices

There have been no changes to, or initial selections of, 
significant accounting policies and practices to bring to 
your attention.

Audit risks and results 
– significant risks

We did not identify any significant financial reporting 
risks other than the presumed risk of management 
override of controls. 

Audit misstatements
During our audit, we did not identify differences which 
remain uncorrected.

The management representation letter includes all 
misstatements identified as a result of the audit, 
communicated to management, and subsequently 
corrected in the audited financial statements.

Other financial reporting matters

The financial statement presentation complies with the 
financial reporting framework.

Significant unusual transactions
We did not identify any significant unusual transactions 
to bring to your attention.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus

Newly effective auditing standards
A new auditing standard, CAS 315 Identifying and 
Assessing the Risks of Material Misstatements, was 
effective for the fiscal 2022 audit. We performed the 
required procedures to comply with this new auditing 
standard and have no findings to report. 

External auditor transition
We have worked closely with the Town’s management to 
ensure a seamless transition of the external audit 
relationship including audit processes and methodology. 
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Status of the audit
As of the date of this report, we have completed the audit of the financial statements, with the exception of 
certain remaining procedures, which include amongst others:

• Obtaining evidence of Council’s approval of the financial statements;

• Receipt of the signed management representation letter;

• Completion of our subsequent event review procedures; and

We will update Council, and not solely the Mayor, on significant matters, if any, arising from the completion 
of the audit, including the completion of the above procedures.

Our auditor’s report, a draft of which is provided in Appendix 1a: Draft Auditor’s Report, will be dated upon 
the completion of any remaining procedures.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Financial statement highlights
Financial Assets:

• Reduced cash and investments position from fiscal 2021, mainly 
due to investment in tangible capital assets

• Decrease in taxes receivable as collections improve from 
pandemic

• Slight increase in accounts receivable and user charges 
receivable as a result of timing of government grants received 
and increased programming in fiscal 2022 vs. 2021 as a result of 
less COVID-19 impact.

Financial Liabilities:

• Liabilities increased as a result of $600k increase in landfill 
closure and post-closure costs due to updated information and 
inflationary cost increases. 

• Deferred revenue increased as additional development charges 
were received in year as well as water/wastewater impost fees 
collected.

• Municipal debt decrease in line with scheduled repayments.

Non-Financial Assets:

• Increase in tangible capital assets driven by net additions of 
$15M, offset by amortization of $5M.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Financial statement highlights (continued)
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Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Financial statement highlights (continued)
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Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus

Revenue:

• Overall, reserve and reserve 
funds decreased $4M from 2021; 
mainly due to purchase of capital 

• Unfinanced capital also increased 
to $9.1M

Future consideration:

• Unfinanced expended capital 
alongside reserve balances 
should be considered when 
analyzing financing options for 
future capital projects

• We recommend a formal long-
term financial plan be 
undertaken.
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Financial statement highlights (continued)
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Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus

Benchmark: greater than 20%

NOTE:

• This balances 
exclude unfinanced 
capital 



10

Financial statement highlights (continued)
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Benchmark: less than 10%
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Financial statement highlights (continued)

Revenue:

• Taxation in line with expectations

• Government grants fairly consistent, 2021 had COVID funding which 
did not reoccur in 2022; impact was offset by Stewardship Ontario 
grants, among others. 

• Investment income increased as a result of increased interest rates

• Interest and penalties decrease as collections on taxes receivable 
increase

Expenses:

• Refer to segmented disclosure (note 12) in financial statements for 
breakdown of expense by category 

• Materials cost increased due to increased activity as well as 
increased costs due to inflation and fuel prices

• Salaries and wages mainly due to increase in headcount vs. 2021

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Audit misstatements
Materiality for fiscal 2022 was set at $500,000, which translated into an audit misstatement posting threshold of $25,000. As such, all misstatements identified during the audit greater 
than $25,000 have been recorded on our summary of adjustments and differences.

Adjustments and differences identified during the audit have been categorized as “Corrected adjustments” or “Uncorrected differences”. These include disclosure adjustments and 
differences. 

Professional standards require that we request of management and Council that all identified adjustments or differences be corrected, if any. 

Uncorrected differences

We did not identify misstatements that remain uncorrected. 

Corrected adjustments

We identified misstatements which were communicated to management and subsequently corrected in the financial statements.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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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 Town’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 significant deficiency in internal control over financial reporting is a deficiency, or combination of deficiencies, in internal control that, in the auditor’s professional 
judgment, is of sufficient importance to merit the attention of those charged with governance. We identified a significant deficiency in internal control over financial 
reporting. We were able to adapt our audit approach and increase substantive testing to mitigate this risk to an acceptable level to complete the audit, in all 
material respects. Our management letter with respect to the significant control deficiency identified has been provided in Appendix 1b.

Other observations
We identified certain other observations related to processes in place at the Town. Please refer to Appendix 1b. 

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Significant risk

Our response

Estimate? Key audit matter?

No

Findings

We highlight our significant findings in respect of significant risks, as well as any additional significant risks identified. 

Significant risks and results

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

Management Override of Controls

As this presumed risk of material misstatement due to fraud is not rebuttable, our audit methodology incorporates the required procedures in professional standards to address this 
risk. These procedures include: 

• Assessed the design and implementation of controls surrounding the journal entry process;

• Determined the criteria to identify high-risk journal entries and other adjustments; and

• Tested high-risk journal entries and other adjustments.

We did not uncover any issues during the performance of the procedures described above.

RISK OF
FRAUD

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Significant accounting policies and practicesSignificant accounting policies and practices

Description of new or revised significant accounting policies and practices

There were no changes to significant accounting policies and practices. As a result, there was no impact on the financial statements.

Initial selections of significant accounting policies and practices

There were no new significant accounting policies and practices that were selected and applied during the period.

Significant qualitative aspects of the Town’s accounting policies and practices

There are no items to report.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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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

The most significant pronouncement in the near term relates to Asset Retirement Obligations 
(“AROs”) that will be applicable for fiscal 2023. We will be available to provide Town the 
assistance they may require to properly implement this new accounting standard.

Significant qualitative aspects of financial 
statement presentation and disclosure

No matters to report.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 1: Other required communications

Representations of managementAuditors’ Report

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: 2022 Interim Inspection Results

• CPAB Audit Quality Insights Report: 2021 Annual Inspections Results

• CPAB Audit Quality Insights Report: 2020 Annual Audit Quality 
Assessments

We are independent of the Town and we have a robust and consistent 
system of quality control.

Confidentiality of our clients’ information is an on-going professional and 
business requirement of both KPMG and our overall profession. In addition 
to our internal confirmation of independence of team members, we request 
confirmation and acknowledgement of our policies regarding confidentiality 
of Town’s information.

The conclusion of our audit is set out in our draft auditors’ report as 
attached.

In accordance with professional standards, we will obtain certain 
representations from management upon approval of the financial 
statements.

Matters pertaining to independence and confidentiality

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus

https://cpab-ccrc.ca/docs/default-source/inspections-reports/2022-interim-inspections-result-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2021-annual-inspections-results-en.pdf?sfvrsn=55b1df58_10&sfvrsn=55b1df58_10
https://www.cpab-ccrc.ca/docs/default-source/inspections-reports/2020-annual-audit-quality-assessments-en.pdf?sfvrsn=80c7adc2_11#:%7E:text=CPAB%20inspected%2011%20annual%20firms,files%20(2019%3A%2032).&text=Four%20largest%20firms%3A%2072%20engagement%20files%3B%20six%20with%20significant%20findings.&text=Seven%20other%20annually%20inspected%20firms,files%3B%2022%20with%20significant%20findings.
https://www.cpab-ccrc.ca/docs/default-source/inspections-reports/2020-annual-audit-quality-assessments-en.pdf?sfvrsn=80c7adc2_11#:%7E:text=CPAB%20inspected%2011%20annual%20firms,files%20(2019%3A%2032).&text=Four%20largest%20firms%3A%2072%20engagement%20files%3B%20six%20with%20significant%20findings.&text=Seven%20other%20annually%20inspected%20firms,files%3B%2022%20with%20significant%20findings.
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Appendix 1a: Draft auditor’s report
INDEPENDENT AUDITOR’S REPORT

To the Members of Council, Inhabitants and Ratepayers of The Corporation of the Town of Greater Napanee:
Opinion
We have audited the financial statements of The Corporation of the Town of Greater Napanee (the Entity), which comprise:
• the statement of financial position as at December 31, 2022
• the statement of operations and accumulated surplus for the year then ended
• the statement of changes in net financial assets for the year then ended
• the statement of cash flows for the year then ended
• and notes to the financial statements, including a summary of significant accounting policies
(Hereinafter referred to as the “financial statements”).
In our opinion, the accompanying financial statements, present fairly, in all material respects, the financial position of the Entity as at December 31, 2022, and its results of operations, its
changes in net financial assets and its cash flows for the year then ended in accordance with Canadian public sector accounting standards.
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Financial Statements” section of our auditor’s report.
We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of the financial statements in Canada and we have fulfilled our other ethical
responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian public sector accounting standards, and for such internal
control as management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Entity’s ability to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate the Entity or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Entity’s financial reporting process.
Other Matter – Comparative Information
The financial statements of the Entity as at and for the year ended December 31, 2021 were audited by another auditor who expressed an unmodified opinion on those financial
statements on November 8, 2022.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 1a: Draft auditor’s report (continued)
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Entity's internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management.
• Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists

related to events or conditions that may cast significant doubt on the Entity's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Entity to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

• Communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the group entity to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 1b: Management letter
Audit Highlights AppendicesFinancial Statement 

Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 1b: Management letter (continued)
Audit Highlights AppendicesFinancial Statement 

Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 1b: Management letter (continued)
Audit Highlights AppendicesFinancial Statement 

Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 1b: Management letter (continued)
Audit Highlights AppendicesFinancial Statement 

Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 2: 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.

Perform quality engagement sits at the core along with our commitment to continually monitor 
and remediate to fulfil on our quality drivers. 

Our quality value drivers are the cornerstones to our approach underpinned by the 
supporting drivers and give clear direction to encourage the right behaviours in delivering 
audit quality.

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 controls; and 

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

KPMG 2022 Audit Quality and Transparency Report

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus

https://home.kpmg/ca/en/home/services/audit/transparency-report.html
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Appendix 3: Future accounting pronouncements

Do you have completeness of ARO’s on 
your financial statements, particularly in 
terms of assets identified as in-scope? 

Have you determined measurement of 
ARO’s based on reliable data and costing 
models? 

Effective date
December 31, 2023

Summary and implications

• The new standard addresses the recognition, measurement, presentation and disclosure of legal obligations 
associated with retirement of tangible capital assets in productive use. Retirement costs will be recognized as 
an integral cost of owning and operating tangible capital assets. 

• The ARO standard will require the public sector entity to record a liability related to future costs of any legal 
obligations to be incurred upon retirement of any controlled tangible capital assets (“TCA”). As a result of the 
new standard, the public sector entity will:

• Consider how the additional liability will impact net financial assets.

• Carefully review legal agreements, senior government directives and legislation in relation to all 
controlled TCA to determine if any legal obligations exist with respect to asset retirements.

Asset retirement 
obligations 
(“AROs”)

Effective date
December 31, 2023

Summary and implications

• Equity instruments quoted in an active market and free-standing derivatives are to be carried at fair value. All 
other financial instruments, including bonds, can be carried at cost or fair value depending on the public sector 
entity’s choice and this choice must be made on initial recognition of the financial instrument and is irrevocable. 

• Hedge accounting is not permitted.

• A new statement, the Statement of Remeasurement Gains and Losses, will be included in the financial 
statements. Unrealized gains and losses incurred on fair value accounted financial instruments will be 
presented in this statement. Realized gains and losses will continue to be presented in the statement of 
operations.

• PS 3450 Financial Instruments was amended subsequent to its initial release to include various federal 
government narrow-scope amendments.

Financial 
instruments & 

foreign 
currency 

translation

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus



27

Appendix 3: Future accounting pronouncements (continued)

Do you have completeness of ARO’s on 
your financial statements, particularly in 
terms of assets identified as in-scope? 

Have you determined measurement of 
ARO’s based on reliable data and costing 
models? 

Effective date

December 31, 2024

Summary and implications

• The new standard establishes a single framework to categorize revenues to enhance the consistency of 
revenue recognition and its measurement.

• The standard notes that in the case of revenues arising from an exchange transaction, a public sector entity 
must ensure the recognition of revenue aligns with the satisfaction of related performance obligations. 

• The standard notes that unilateral revenue arises when no performance obligations are present, and recognition 
occurs when there is authority to record the revenue and an event has happened that gives the public sector 
entity the right to the revenue.

Revenue

Effective date

December 31, 2024

Summary and implications

• PSAB has introduced Section PS3160, which includes new requirements for the recognition, measurement and 
classification of infrastructure procured through a public private partnership. The standard may be applied 
retroactively or prospectively.

• The standard notes that recognition of infrastructure by the public sector entity would occur when it controls the 
purpose and use of the infrastructure, when it controls access and the price, if any, charged for use, and it 
controls any significant interest accumulated in the infrastructure when the P3 ends.  

• The public sector entity recognizes a liability when it needs to pay cash or non-cash consideration to the private 
sector partner for the infrastructure. 

Public Private 
Partnerships 

(“P3s”)

Effective date

December 31, 2024

Summary and implications

• The guideline allows public sector entities to recognize intangibles purchased through an exchange transaction. 
The definition of an asset, the general recognition criteria and GAAP hierarchy are used to account for 
purchased intangibles.

• Narrow scope amendments were made to PS 1000 Financial statement concepts to remove the prohibition to 
recognize purchased intangibles and to PS 1201 Financial statement presentation to remove the requirement to 
disclose purchased intangibles not recognized.

• The guideline can be applied retroactively or prospectively.

Purchased 
intangibles

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 3: Future accounting pronouncements (continued)

1

3 4

Have you correctly applied an 
appropriate transition method?

2

Do you have completeness of ARO’s on 
your financial statements, particularly in 
terms of assets identified as in-scope? 

Have you determined measurement of 
ARO’s based on reliable data and costing 
models? 

Do you have adequate documentation of 
your process and audit working papers 
enabling auditability? 

Asset Retirement Obligations (ARO’s): key audit risks

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 3: Future accounting pronouncements (continued)

Have you correctly applied an 
appropriate transition method?

Do you have completeness of ARO’s on 
your financial statements, particularly in 
terms of assets identified as in-scope? 

Have you determined measurement of 
ARO’s based on reliable data and costing 
models? 

Asset retirement obligations: implementation project

Project planning
� Project team is cross-functional and includes 

Finance and non-Finance personnel.
� Sufficient personnel resources are available for 

the implementation project.
� Where required, external experts have been 

engaged.
� The project plan identifies who is responsible for 

each project task.
� Project timelines are reasonable.
� Auditor involvement has been scheduled at each 

significant project milestone.
� Asset retirement obligations policy has been 

drafted.
� Recurring project updates are provided to the 

Audit Committee or other governance body to 
engage them in the implementation process.

Scoping
� The tangible capital assets listing 

reconciles to the audited financial 
statements.

� Agreements (e.g. leases, statutory rights 
of way, etc.) have been reviewed for 
potential legal obligations.

� Productive and non-productive assets 
have been included in the scoping 
analysis.

� Assets with similar characteristics and 
risks have been grouped together in the 
scoping analysis.

� All relevant legal acts, regulations, 
guidelines, etc. have been identified.

� Relevant internal stakeholders have 
been interviewed to obtain information 
about potential retirement obligations.

Measurement
� Cost information is relevant and reliable.
� Only costs directly attributable to legally required 

retirement activities have been included in the 
liability.

� If applicable, the discount rate is consistent with 
the risks and timelines inherent in the cash flows.

� If discounting is applied, it is based on reliable 
information to inform the timing of future cash 
flows.

� Asset retirement obligations have been linked to 
specific tangible capital assets.

� The useful life of the tangible capital asset 
remain appropriate and are consistent with 
estimated asset retirement date.

� The transition method selected is appropriate 
based on the measurement information 
available.

� Calculations are mathematically accurate.

Financial reporting
� Financial statements have been mocked up to include asset retirement obligations.
� Note disclosures, including significant accounting policies, have been drafted.
� Documentation prepared during the project has been reviewed to ensure it is accurate and complete.
� Plans have been implemented for the annual post-implementation review and update of the asset retirement obligation liability.

Audit Highlights AppendicesFinancial Statement 
Highlights Misstatements Control Deficiencies Additional MattersStatus
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Appendix 3: Future accounting pronouncements (continued)

Have you correctly applied an 
appropriate transition method?

Do you have completeness of ARO’s on 
your financial statements, particularly in 
terms of assets identified as in-scope? 

Have you determined measurement of 
ARO’s based on reliable data and costing 
models? 

Asset retirement obligations: implementation milestones

PHASE 1

Step 1:
Development of a PS3280 compliant policy. Include a definition for in-scope assets, productive and non-productive assets, and document known sources of legal obligations (such 
as regulations and contracts) as well as key roles and responsibilities for retirement obligation identification, measurement and reporting.

Step 2:
Identification of TCA/sites inventory. Develop an inventory of potential in-scope assets or sites based on existing TCA listings, and inventories used for PS3260 contaminated sites. 
Reconcile the listing of TCA items to the audited financial statements. Assess in-scope assets against PS3280 recognition criteria.

Milestone – KPMG Audit Team review of PS3280 policy, asset listings, and in-scope assets

PHASE 2

Step 3:
Measure the estimated liability. Assess available information, and consider the need for additional environmental assessment of any sites. Document key assumptions and 
variables, and selection of transition method. Determine if discounting will be applied for any assets. Consider impacts on useful life assumptions for in-scope assets. Document 
measurement methodology and range of estimate for in-scope assets.

Milestone – KPMG Audit Team review of measurement methodology and range of estimates

Step 4:
Reporting. Prepare a library of documentation and assumptions supporting each retirement obligation for audit purposes, and comprehensive documentation of the process 
followed for implementation. Prepare template financial statements and related note disclosure for 2023 year end.

Milestone – KPMG Audit Team review of working papers and template financial statements
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Appendix 4: Audit and assurance insights
Our latest thinking on the issues that matter most to Audit Committees, Councils, Boards of Directors and Management.

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.

Current Developments
Series of quarterly publications for Canadian 

businesses including Spotlight on IFRS, 
Canadian Securities & Auditing Matters and US 

Outlook reports.

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

Environmental, social and governance (ESG)
Building a sustainable, resilient and purpose-led organization

Other Insights

Audit Committee Guide – Canadian 
Edition

A practical guide providing insight into current 
challenges and leading practices shaping Audit 

Committee effectiveness in Canada

Momentum
A quarterly newsletter providing curated insights 
for management, boards and Audit Committees.

KPMG Learning Academy
Technical accounting and finance courses designed to arm you 

with leading-edge skills needed in today's disruptive environment.

Uncertain Times 
Financial Reporting Resource Centre
Uncertain times resource center provides insights to 
support clients facing challenges relating to COVID-19, 
natural disasters and geopolitical events.

IFRS Breaking News 
A monthly Canadian newsletter that provides the latest insights on 

international financial reporting standards and IASB activities. 

Accelerate
The key issues driving the audit committee agenda in 2023. 
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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/2020/11/current-developments.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://home.kpmg/ca/en/home/services/environmental-social-and-governance.html
https://home.kpmg/ca/en/home/insights.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://home.kpmg/ca/en/home/insights/2022/08/momentum-august-2022.html
https://home.kpmg/ca/en/home/services/audit/accounting-advisory-services/kpmg-learning.html
https://home.kpmg/xx/en/home/insights/2022/03/financial-reporting-uncertain-times-resource-centre.html
https://home.kpmg/xx/en/home/insights/2022/03/financial-reporting-uncertain-times-resource-centre.html
https://home.kpmg/ca/en/home/insights/2010/03/international-financial-reporting-standards-ifrs.html
https://home.kpmg/ca/en/home/insights/2022/11/accelerate.html
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