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Highlights
Scope of the audit

Our audit of the consolidated financial statements (“financial statements”) of the City of Edmonton (“the City”) as of and for the year ending December 
31, 2022, will be performed in accordance with Canadian generally accepted auditing standards (“CASs”). In addition to our audit of the financial 
statements of the City, we have been engaged to report on the following for the year ending December 31, 2022:

• Financial statements of the City of Edmonton combined Pension Fund financial statements;
• Financial statements of the City of Edmonton Pension Fund Financial Statements for the Firefighters Supplementary Pension Fund which is 

prepared to comply with Section 14(3) of the Employee Pension Plan Act (Alberta) R.S.A. 2000, C.E-8, as amended;
• Financial statements of the City of Edmonton Employee Benefit Plans including individual statements for the Group Life Plan, Dependent 

Group Life Plan, Dental Plan, Long Term Disability Plan and Major Medical and Supplementary Hospital Plan Fund;
• City of Edmonton Municipal Financial Information Return (FIR) which is prepared to comply with Section 277 of the Municipal Government 

Act R.S.A. 2000, C.M-26, as amended;
• Family and Community Support Services (FCSS) grant reporting; and
• Social Supports to Communities for COVID-19 Response grant reporting.

Further, we have been separately engaged and will report on the following entities for the year ended December 31, 2022 which are included within 
the consolidated financial statements of the City: 

• EPCOR Utilities Inc.;
• The City of Edmonton Library Board;
• The City of Edmonton Non-Profit Housing Corporation;
• 2492369 Canada Corporation (operating as Waste RE-Solutions Edmonton);
• Explore Edmonton Corporation; and
• Edmonton Unlimited.

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Highlights
Newly effective auditing standards 

CAS 315 (Revised) is effective for audits 
of financial statements for periods beginning 

on or after December 14, 2021. See Appendix 
A2: Newly effective auditing standards for 

details.

Significant risks
We have identified significant risks of 

material misstatement for the audit. See 
significant risks and other areas of focus 

sections for details.

Rebuttable significant risks
The presumed fraud risk involving improper 
revenue recognition has been rebutted by 

us.

Required 
communications

See Appendix: Engagement letter and 
Appendix 1: Other required communications.

Future pronouncements
The most significant accounting 

pronouncement in the near term relates 
to Asset Retirement Obligations that will 

be applicable in fiscal 2023. See 
Appendix A3: Asset retirement 

obligations.

Collective Approach 
We are working closely with the Office 

of the City Auditor to ensure any findings are 
appropriately considered in our risk 

assessment and planned audit procedures. 
We will continue to liaise periodically with the 

Office of the City Auditor.

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Audit plan - Materiality

We initially 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 initially 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.

We reassess materiality throughout the audit and revise materiality if
we become aware of information that would have caused us to
determine a different materiality level initially.

Plan and perform the audit

Evaluate the effect of misstatements

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Total Budgeted Expenses

$3.4 Billion
(2021: $3.3 Billion)

Audit plan - Materiality

Materiality

$98 Million
(2021: $94 Million)

Current year
Prior year

Total Expenses

%     Benchmark

Total Revenue Net Assets

%    Other Relevant Metrics

Total Budgeted Revenue

$3.4 Billion
(2021: $3.1 Billion)

Net Assets

$16.6 Billion
(2021: $15.7 Billion)

3.0

2.5

2.0

1.5

1.0

0.5

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Audit Risks - Significant risks
Management Override of Controls

RISK OF

FRAUD

Why is it significant?

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.

Audit approach

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: 

• testing of journal entries and other adjustments,

• performing a retrospective review of estimates

• evaluating the business rationale of significant 
unusual transactions.

Presumption 
of the risk of fraud 

resulting from 
management 
override of 

controls

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

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Audit Risks - Other areas of focus

Recognition of revenue amounts 
subject to external restrictions 

There is a risk of inappropriate 
revenue recognition of amounts 
received with external 
restrictions attached to them 
(special taxes and levies, 
government transfers and other 
amounts).

• We will test the recognition of amounts subject to external restrictions to ensure they are recognized 
appropriately.

• We will confirm all significant government transfers and other similar inflows received from third 
parties.

• On a sample basis, we will validate that the expenses incurred in the period are in compliance with 
restrictions imposed by third parties through an inspection of signed agreements and related invoices.

Valuation of investments There is a risk that investments 
are not appropriately valued; 
specifically, impairment of 
investments is not appropriately 
assessed, and valuation 
adjustments are not recorded 
where appropriate.

• We will verify through confirmation of investment accounts the cost and market value of investments. 

• We will recalculate investment premiums/discounts for investments recorded at amortized cost.

• We will test management’s assessment of impairment and consider if any potential impairment of the 
investments exists.

Completeness and accuracy of 
contributed tangible capital 
assets

There is a risk that contributions 
of tangible capital assets are 
not appropriately recorded in 
the consolidated financial 
statements.

• We will obtain an understanding of the process by which departments capture tangible capital assets 
which are contributed from developers and other parties and assess the consistency of the process 
applied across all departments.

• We will test a sample of developments which have been contributed to the City during the year to 
assess whether contributed tangible capital assets have been appropriately recorded.  

• We will test the value ascribed to assets contributed and donated to the City for reasonableness.

• We will also review a sample of developments currently ongoing in the City to ensure that they are 
appropriately not recorded as contributed during the year. 

Audit approachAreas Why are we focusing here?

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Audit Risks - Other areas of focus

Completeness of transfer of tangible 
capital assets under construction to 
available for use

There is a risk that 
tangible capital assets 
under construction are not 
appropriately transferred 
to tangible capital assets 
and amortized once 
available for use.

• We will evaluate the City’s capitalization process to ensure appropriate communication is taking place
between managers and finance with respect to when a tangible capital asset is available for use.

• We will perform a high-level review of projects included in tangible capital assets-under-construction to
ensure selected tangible capital assets are appropriately classified and amortized once available for
use.

Completeness and accuracy of 
accounts payable and accrued 
liabilities

There is a risk that 
appropriate cut-off of 
accounts payable and 
accrued liabilities is not 
achieved.

• We will use our understanding of the City’s operations, our discussions with management and our
review of City Council and City Committee minutes to determine if completeness of accruals has been
achieved.

• Our year-end procedures will include a search for unrecorded liabilities (primarily through review of
unprocessed transactions and payments subsequent to year-end) and a detailed analysis of key
accruals.

Existence of developer obligation 
liabilities

There is a risk that 
developer obligation 
liabilities are not being 
appropriately 
derecognized as a liability 
upon project initiation.

• We will obtain an understanding of the process of regular review over the developer obligation fund
accounts, including management’s monitoring of projects that the City has assumed responsibility
over.

• We will test a sample of developer obligation liabilities and verify the details of the associated project,
including status and ownership.

Audit approachAreas Why are we focusing here?

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Audit Risks - Other areas of focus

Upcoming asset retirement obligation 
("ARO’) standard

The ARO standard will 
have a significant impact on 
the public sector when it 
comes into effect in fiscal 
2023.

• We will review the City’s Asset Retirement Obligation accounting policy to ensure alignment with 
requirements of PS3280. 

• We will ensure all qualifying ARO transactions are recognized appropriately and the liability is complete.

• We will perform a recomputation of expected ARO and accretion expense and compare results to the City’s 
assessment.

Audit approachAreas Why are we focusing here?

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Key milestones and deliverables

• Perform preliminary 
risk assessment 
activities

• Interim fieldwork –
November 1 to 30, 
2022

• Closing meetings with 
management

• Presentation of Audit 
Findings Report to 
Council – TBD

• Planning meetings 
with management 

• Presentation of 
Audit Planning 
Report to Council –
December 6, 2022

• City audit –
February 27 to 
March 31, 2023 • Debrief discussions

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Group audit plan - Scoping
Type of work performed Components Legend

Individually financially 
significant

Transportation Services

Police Services

Facility Services

Corporate Programs

EPCOR Utilities 

In-scope not significant Components with accounts subject to specified procedures1

Not significant - Untested Not applicable

Procedures performed by Legend

Group team – KPMG Edmonton

Component auditors – KPMG Edmonton 

1 Substantive audit procedures deemed necessary to issue our audit opinion on the consolidated financial statements. 
Such procedures will be performed over the following financial statement captions:

• Salaries, wages and benefits •    Land held for resale

• Cash and cash equivalents •    Tangible capital assets

• Investments •    Accounts payable and accrued liabilities

• Investment earnings •    Long-term debt

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Group audit - Scoping
Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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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 contribute to its delivery.

Doing the right thing. Always.

‘Perform quality engagements’ 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. 

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Appendices

A1 Other required 
communications A4 Audit and 

assurance insights

A2
Newly effective 
and upcoming 
changes to accounting 
standards

A3 Asset retirement 
obligations

A5 KPMG Clara

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan

 
Attachment 1 - December 6, 2022 - Audit Committee | EXT01537



17

Appendix 1: Other required communications

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 Interim Inspections Results

• The 2022 Annual Inspection Results will be available in March 2023

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Appendix 2: Newly effective auditing standards

We design and perform risk assessment procedures to obtain 
an understanding of the:
• entity and its environment;
• applicable financial reporting framework; and
• entity’s system of internal control. 

The audit evidence obtained from this understanding provides 
a basis for:
• identifying and assessing the risks of material misstatement, 

whether due to fraud or error; and
• the design of audit procedures that are responsive to the 

assessed risks of material misstatement.

A risk of material 
misstatement

exists when there is 
a reasonable 
possibility of a 
misstatement 

occurring and being 
material if it were to 

occur

CAS 315 (Revised) Identifying and Assessing the Risks of Material Misstatement has been revised, reorganized and modernized in response to challenges and issues with the 
previous standard. It aims to promote consistency in application, improve scalability, reduce complexity, support a more robust risk assessment and incorporate enhanced guidance 
material to respond to the evolving environment, including in relation to information technology. Conforming and consequential amendments have been made to other International 
Standards on Auditing.

Affects both preparers of 
financial statements and 

auditors

Applies to audits of financial 
statements for periods 

beginning on or after 15 
December 2021 

See here for more information from CPA Canada

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Appendix 2: Newly effective auditing standards

Overall, a more robust risk 
identification and assessment 
process, including:

• New requirement to take into 
account how, and the degree to 
which, ‘inherent risk factors’ affect 
the susceptibility of relevant 
assertions to misstatement

• New concept of significant classes 
of transactions, account balances 
and disclosures and relevant 
assertions to help us to identify and 
assess the risks of material 
misstatement

• New requirement to separately 
assess inherent risk and control risk 
for each risk of material 
misstatement

• Revised definition of significant risk 
for those risks which are close to 
the upper end of the spectrum of 
inherent risk

When assessing inherent risk for identified risks of material 
misstatement, we consider the degree to which inherent risk 
factors (such as complexity, subjectivity, uncertainty, change, 
susceptibility to management bias) affect the susceptibility of 
assertions to misstatement.

We use the concept of the spectrum of inherent risk to assist us 
in making a judgement, based on the likelihood and magnitude of 
a possible misstatement, on a range from higher to lower, when 
assessing risks of material misstatement

The changes may affect our assessments of the risks of material 
misstatement and the design of our planned audit procedures to 
respond to identified risks of material misstatement.

If we do not plan to test the operating effectiveness of controls, 
the risk of material misstatement is the same as the assessment 
of inherent risk.

If the effect of this consideration is that our assessment of the risks 
of material misstatement is higher, then our audit approach may 
increase the number of controls tested and/or the extent of that 
testing, and/or our substantive procedures will be designed to be 
responsive to the higher risk.

We may perform different audit procedures and request different 
information compared to previous audits, as part of a more focused 
response to the effects identified inherent risk factors have on the 
assessed risks of material misstatement.

Key change Impact on the audit team Impact on management

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Appendix 2: Newly effective auditing standards
Key change

Overall, a more robust risk 
identification and assessment 
process, including evaluating 
whether the audit evidence 
obtained from risk assessment 
procedures provides an 
appropriate basis to identify 
and assess the risks of material 
misstatement

When making this evaluation, we consider all audit evidence obtained, 
whether corroborative or contradictory to management assertions. If 
we conclude the audit evidence obtained does not provide an 
appropriate basis, then we perform additional risk assessment 
procedures until audit evidence has been obtained to provide such a 
basis.

In certain circumstances, we may perform additional risk 
assessment procedures, which may include further inquires of 
management, analytical procedures, inspection and/or observation.

Overall, a more robust risk 
identification and assessment 
process, including performing 
a ‘stand back’ at the end of the 
risk assessment process

We evaluate whether our determination that certain material classes 
of transactions, account balances or disclosures have no identified 
risks of material misstatement remains appropriate.

In certain circumstances, this evaluation may result in the 
identification of additional risks of material misstatement, which will 
require us to perform additional audit work to respond to these risks.

Impact on the audit team Impact on management

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Appendix 2: Newly effective auditing standards

Modernized to recognize the 
evolving environment, 
including in relation to IT

New requirement to understand the extent to which the business 
model integrates the use of IT. 

When obtaining an understanding of the IT environment, including IT 
applications and supporting IT infrastructure, it has been clarified that 
we also understand the IT processes and personnel involved in those 
processes relevant to the audit.

Based on the identified controls we plan to evaluate, we are required 
to identify the:
• IT applications and other aspects of the IT environment relevant to 

those controls
• related risks arising from the use of IT and the entity’s general IT 

controls that address them. 

Examples of risks that may arise from the use of IT include 
unauthorized access or program changes, inappropriate data 
changes, risks from the use of external or internal service providers for 
certain aspects of the entity’s IT environment or cybersecurity risks.

We will expand our risk assessment procedures and are likely to 
engage more extensively with your IT and other relevant personnel 
when obtaining an understanding of the entity’s use of IT, the IT 
environment and potential risks arising from IT. This might require 
increased involvement of IT audit professionals.

Changes in the entity’s use of IT and/or the IT environment may 
require increased audit effort to understand those changes and 
affect our assessment of the risks of material misstatement and 
audit response.

Risks arising from the use of IT and our evaluation of general IT 
controls may affect our control risk assessments, and decisions 
about whether we test the operating effectiveness of controls for the 
purpose of placing reliance on them or obtain more audit evidence 
from substantive procedures. They may also affect our strategy for 
testing information that is produced by, or involves, the entity’s IT 
applications. 

Enhanced requirements 
relating to exercising 
professional skepticism

New requirement to design and perform risk assessment procedures 
in a manner that is not biased toward obtaining audit evidence that 
may be corroborative or toward excluding audit evidence that may be 
contradictory. Strengthened documentation requirements to 
demonstrate the exercise of professional scepticism.

We may make changes to the nature, timing and extent of our risk 
assessment procedures, such as our inquires of management, the 
activities we observe or the accounting records we inspect.

Key change Impact on the audit team Impact on management
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Appendix 2: Newly effective auditing standards

Clarification of which controls need 
to be identified for the purpose of 
evaluating the design and 
implementation of a control

We will evaluate the design and implementation of controls that 
address risks of material misstatement at the assertion level as 
follows:

• Controls that address a significant risk. 
• Controls over journal entries, including non-standard journal 

entries.
• Other controls we consider appropriate to evaluate to enable 

us to identify and assess risks of material misstatement and 
design our audit procedures

We may identify new or different controls that we plan to evaluate 
the design and implementation of, and possibly test the operating 
effectiveness to determine if we can place reliance on them.

We may also identify risks arising from IT relating to the controls we 
plan to evaluate, which may result in the identification of general IT 
controls that we also need to evaluate and possibly test whether 
they are operating effectively. This may require increased 
involvement of IT audit specialists.

Key change Impact on the audit team Impact on management
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Appendix 3: Asset retirement obligations
Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 3: Asset retirement obligations (continued)
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Appendix 4: Audit and assurance insights
Our latest thinking on the issues that matter most to Audit Committees, board 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.
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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/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
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Appendix 5: Our audit platform – KPMG Clara
Building upon our sound audit quality foundations, we are making significant investments to drive consistency and quality across our global audit practices. We’ve 
committed to an ongoing investment in innovative technologies and tools for engagement teams, such as KPMG Clara, our smart audit platform.

Real-time collaboration and 
transparency

Allows the client team to see the real-
time status of the engagement and 

who from our KPMG team is leading 
on a deliverable.

KPMG Clara for clients

Learn more

Insights-driven efficient operations
Using the latest technologies to analyze 
data, KPMG Clara allows us to visualise

the flow of transactions through the 
system, identify risks in your financial 
data and perform more specific audit 

procedures.

KPMG Clara analytics

Learn more

KPMG Clara workflow

Globally consistent execution
A modern, intuitively written, highly 
applicable audit methodology that 

allows us to deliver globally 
consistent engagements.

Learn more

Audit Risks Audit QualityAudit Plan AppendicesKey Milestones and DeliverablesHighlights Group audit plan
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https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6283568894001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087120710001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087120710001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087120710001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087120710001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6279082580001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6279082580001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6279082580001
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