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KPMG Contacts

The contacts at KPMG in connection with this report are:

Carlos Alvarez
Lead Audit Engagement Partner

Tel: 905-523-2238
carlosalvarez@kpmg.ca

Lois Ouellette
Other Audit Partner

Tel: 905-687-3276
louellette@kpmg.ca

Heather Doerksen
Audit Senior Manager

Tel: 905-687-3283
hdoerksen@kpmg.ca
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Our refreshed Values

What we believe

© ey

We do what is right.

_o Excellence

We never stop leaming
and improving.

o Courage

We think and act boldly.

o Together

We respect each other
and draw strength from
our differences.

o For Better

We do what matters.
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Transparency report

HOW (0 we deliver audit quaity?

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.

" sits at the core along with

our commitment to continually monitor and remediate to fulfil Live our

on our quality drivers. culture
Associate and values
w?th right Be independent,
clients and objective and
engagements ethical

Our quality value drivers are the cornerstones to our approach _-Monitor-

underpinned by the supporting drivers and give clear direction
to encourage the right behaviours in delivering audit quality.

Nurture diveres ' Perform quality ' Embrace digital
technology

skilled teams * engagements

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

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

Communicate Assess risks
effectively to quality

Apply
expertise and
knowledge

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

Doing the right thing. Always.
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EXECUtive summary

Purpose of this report’

The purpose of this Audit Findings Report is to assist you, as a member of the Committee and Council, in your review of the results of our audit of the
consolidated financial statements as at and for the period ended balance sheet date. This Audit Findings Report builds on the Audit Plan we presented to the

Committee.

What’s new in 2020

There have been significant changes in 2020 which impacted financial reporting,
the Company'’s internal control over financial reporting and our audit:

e COVID-19 pandemic — See page 6-7
o New CAS auditing standard — See page 8

Changes from the audit plan

As a result of the COVID-19 pandemic, we were required to amend our audit plan
to respond to additional risks and remote working environments. Refer to pages 6-7
for further information.

Finalizing the audit

As of the date of this report, we have completed the audit of the consolidated
financial statements, with the exception of certain remaining procedures, which
include amongst others:

— Receipt and assessment of legal letter responses
—  Completing our discussions with the Committee
— Obtaining evidence of the Council’s approval of the financial statements

— Receipt of the signed management representation letter

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

Our auditors’ report will be dated upon the completion of any remaining procedures.

Uncorrected differences

We did not identify differences that remain uncorrected.

Significant accounting policies and practices

In 2020 management of the Town implemented a new accounting policy for
recognizing development charges. Previously, development charges were
recognized in revenue when qualifying expenses were incurred, as long as
development charges as a whole were positive. The change was applied
retrospectively and resulted in an increase in deferred revenue of $8,289,194 in
both 2020 and 2019 and a decrease in accumulated surplus as at January 1, 2019.

" This Audit Findings Report is intended solely for the information and use of Management, the Committee, and Council 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 Audit Findings 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.
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Control deficiencies

We did not identify any control deficiencies that we determined to be significant
deficiencies in internal control over financial reporting.

Independence

We are independent with respect to the Town, within the meaning of the relevant
rules and related interpretations prescribed by the relevant professional bodies in
Canada and any other standards or applicable legislation or regulation.
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What's new In 2020

COVID-19 pandemic

As a result of the COVID-19 pandemic. We adapted our audit to respond to the continued changes in your business, including the impacts on financial
reporting and internal control over financial reporting.

Area of Impact Key Observations

— We considered impacts to financial reporting due to COVID 19 pandemic and the increased disclosures needed in the financial statements.

— In areas of the financial statements where estimates involved significant judgements, we evaluated whether the method, assumptions and
data used by management to derive the accounting estimates, and their related financial statement disclosures were still appropriate per the
Company’s financial relevant financial reporting framework given the changed economic conditions and increased estimation uncertainty.
reporting impacts
— The areas of the financial statements most affected included:
o Going concern assessment — no issues noted for the Town

o Government grants — no issues noted

— We considered impacts to financial reporting on both the determination and the re-assessment of materiality for the audit of the financial
Materiality statements.

— No significant changes have been made to the materiality levels from prior year.

1
— We performed a more thorough risk assessment specifically targeted at the impacts of the COVID 19 pandemic, including an assessment of

Risk Assessment fraud risk factors (i.e., conditions or events that may be indicative of an incentive/pressure to commit fraud, opportunities to commit fraud,
rationalizations of committing fraud).

— We used video conferencing, and internally shared team sites to collaborate in real-time, both amongst the audit team as well as with

t.
Working remotely managemen

— We used secure and innovative technologies to conduct the audit.
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COVID-19 pandemic

As a result of the COVID-19 pandemic. We adapted our audit to respond to the continued changes in your business, including the impacts on financial
reporting and internal control over financial reporting.

Area of Impact Key Observations

R R R R ——————————————————————
— We increased our professional skepticism when evaluating electronic evidence received and performed additional procedures to validate the
authenticity and reliability of electronic information used as audit evidence.

— The manager and partner were actively involved in determining the impact that the COVID-19 pandemic had on the audit (as discussed

Direction and above), including the impact on the Company’s financial reporting and changes in the Company’s internal control over financial reporting.

Supervision of the . " ) o . .
audit — Managers and partners implemented new supervision processes to deal with working in a remote environment, and our audit approach
allowed us to manage the audit using meaningful milestones and frequent touch points.
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New auditing standards

The following new auditing standards that are effective for the current year had an impact on our audit.

Standard Key observations
CAS 540, Auditing — The new standard was applied on all estimates within the financial statements that had a risk of material misstatement due to estimation
Accounting Estimates uncertainty and not just “key estimates”, “critical accounting estimates”, or “estimates with significant risk”.

and Related Disclosures . . . . . s .
— The granularity and complexity of the new standard along with our interpretation of the application of that standard necessitated more

planning and discussion and increased involvement of more senior members of the engagement team.

— We considered the potential for management bias.

— We assessed the degree of uncertainty, complexity, and subjectivity involved in making each accounting estimate to determine the level of
audit response; the higher the level of response, the more persuasive the audit evidence was needed.
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AUCITTISKS and results

We highlight our significant findings in respect of significant financial reporting risks as identified in our discussion with you in the Audit Plan, as well as any
additional significant financial reporting risks identified.

Significant financial reporting risk New or changed? Estimate?

1. Fraud risk from revenue recognition No No

2. Fraud risk from management override of controls

Our response

— We rebutted the fraud risk related to revenue recognition. We continued to perform substantive testing over revenue and deferred revenues as in prior years.
— To respond the risk of management override of controls our procedures included the following:

1. Testing high risk journal entries and other adjustments. Data and analytics tools were used to perform work over journal entries

2. Performing a retrospective review of accounting estimates

3. Evaluation the business rationale for significant unusual transactions

Significant findings

— We did not identify any issues or concerns regarding revenue recognition and management override of controls.
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AUCITTISKS and results

We highlight our significant findings in respect of areas of focus as identified in our discussion with you in the Audit Plan, as well as any additional areas of
focus identified.

Area of focus New or changed? Estimate?

1. Tangible capital assets No No

2.  Government grants, including related deferrals

Our response

—  Our response to tangible capital assets and government grants included the following procedures:
1. Completing substantive procedures over additions and disposals of tangible capital assets
2. Verifying the Town correctly capitalized the additions from work in progress to capital assets and appropriately recognized developer contributed assets
3. Completed substantive procedures over government grants received including assessing for any potential eligibility criteria that meets the definition of a
liability in order to determine appropriate revenue recognition
4. Substantively tested the revenue recognition of related deferrals at December 31, 2020

Significant findings

No significant audit findings to report.
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AUCITTISKS and results

We highlight our significant findings in respect of areas of focus as identified in our discussion with you in the Audit Plan, as well as any additional areas of
focus identified.

Area of focus New or changed? Estimate?

Operating expenditures No No

Our response

— Ourresponse included the following procedures:
1. Performing substantive procedures to address the risk of cut-off and ensuring completeness of material transactions reported as at year end
2. Performing substantive analytical procedures including trend analysis in the operating expenditures both in comparison to the budget and prior year.
3. Substantively testing a sample of expenses by vouching to supporting documentation.

Significant findings

No significant audit findings to report.
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AUCITTISKS and results

We highlight our significant findings in respect of areas of focus as identified in our discussion with you in the Audit Plan, as well as any additional areas of

focus identified.

Area of focus

New or changed? Estimate?

1. Contaminated sites liabilities No Yes-not significant

2.  Employee benefit obligation

Our response

1. Our response to the contaminated sites liabilities included the following procedures:

Reviewing management’s process for identifying potential sites and reviewed management’s listing of contaminated sites and the analysis against the
prescribed criteria to determine if a liability should be recorded.

Gaining an understanding and assessing the reasonability of the remediation estimates for contaminated sites deemed to be relevant to this standard
and performed a recalculation of the present value of the determined liability.

Obtaining an understanding of management’s methodology for estimating contaminated site liabilities and ensuring that the approach used to quantify
the potential liabilities is reasonable.

We have concluded that management’s approach to identifying, evaluation and determining the liability in accordance with the PSAB standard is
appropriate and that the liability recorded in the current year is reasonable.

2. The Town provides certain employee benefits which will require funding in future periods. These benefits include long term disability, benefits under the Workplace
Safety Insurance Board (“WSIB”) Act and extended health and dental benefits for early retirees. The liability for these future benefits has been determined by
actuarial valuation.

— Our response to the employee benefit obligation included the following procedures:

a)
b)
c)
d)

Obtaining a copy of the most recent actuarial valuation completed in 2018, and subsequent updates in 2019 and 2020.

Assessing management’s assumptions for reasonableness and ensured disclosures in the financial statements were complete and accurate.
Assessing the actuary’s qualifications

We determined that the work of management’s expert and management’s assumptions were reasonable and could be utilized as audit evidence to
support our assessment of the employee benefits obligation.

Significant findings

No significant audit findings to report.
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Sgnificant accounting polcies and practices
£ Changes

Changes to significant accounting policies and practices and the impact on the financial statements are disclosed in Note 2 to the financial statements.
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Flnancial statement presentation and disciosure

Misstatements, including omissions, if any, related to financial statement presentation and disclosure items are in the management representation letter.

We also highlight the following:

The financial statements are, in all material respects, in accordance with the applicable financial accounting framework. The disclosures in the
notes to the financial statements are adequate. We have provided feedback and suggested changes in the financial statement presentation
and disclosure and are satisfied with the action taken by management.

Form, arrangement, and
content of the financial
statements

Significant qualitative There are no concerns at this time regarding significant qualitative aspects of financial statement presentation and disclosure.

aspects of financial
statement presentation
and disclosure
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ncarrected diferences and corrected adusiments

Differences and adjustments include disclosure and presentation differences and adjustments.

Professional standards require that we request of management and the audit committee that all identified differences be corrected. We have already made this
request of management.

Uncorrected differences

We did not identify differences that remain uncorrected.

Corrected adjustments

We did not identify any adjustments that were communicated to management and subsequently corrected in the financial statements.
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Appendix 1- 0ther Required Gommunications

The conclusion of our audit is set out in our draft auditors’ report as included in A copy of the engagement letter is available to the Committee.
Appendix 3.

Representations of management Audit Quality in Canada

In accordance with professional standards, a copy of the management representation  The reports available through the following links were published by the Canadian Public
letter is provided to the Committee (Appendix 2). Accountability Board to inform audit committees and other stakeholders about the results of
quality inspections conducted over the past year:

e CPAB Audit Quality Insights Report: 2020 Interim Inspection Results

e CPAB Audit Quality Insights Report: 2019 Annual Inspections Results

Visit our Audit Quality Resources page for more information including access to our
Transparency report
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KPMG LLP

Chartered Professional Accountants
Commerce Place

21 King Street West, Suite 700
Hamilton, Ontario L8P 4W7
Canada

July 5, 2021

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 Halton Hills (“the Entity”) as at and for the period
ended December 31, 2020.

General:

We confirm that the representations we make in this letter are in accordance with the definitions as
set out in Attachment | 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:

1)  We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated
December 21, 2020, including for:

a) 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.

b) 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.

c) providing you with unrestricted access to such relevant information.

d) providing you with complete responses to all enquiries made by you during the
engagement.



e)

f)

g)

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

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

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.

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

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:

2)

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:

3)

We have disclosed to you:

a)

b)

the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud.

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

where such fraud or suspected fraud could have a material effect on the financial
statements.

all information in relation to allegations of fraud, or suspected fraud, affecting the
financial statements, communicated by employees, former employees, analysts,
regulators, or others.

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

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



Subsequent events:

4)  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:
5) We have disclosed to you the identity of the Entity’s related parties.

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

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

Estimates:

8) 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:

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

Comparative information:

10) In respect of the restatement made in the comparative information for deferred revenue and
accumulated surplus related to the change in accounting policy around development
charges, we reaffirm that the written representations we previously provided to you, in
respect of the prior period financial statements presented as comparative information,
remain appropriate.

Non-SEC registrants or non-reporting issuers:

11) 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).

Approval of financial statements:

12) Moya Jane Leighton, Treasurer has the recognized authority to take, and has taken,
responsibility for the financial statements. Other:



Yours very truly,

Moya Jane Leighton, Treasurer

cc: KPMG LLP



Attachment | — 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.

Information is obscured if it is communicated in a way that would have a similar effect for users of
financial statements to omitting or misstating that information. The following are examples of
circumstances that may result in material information being obscured:

a) information regarding a material item, transaction or other event is disclosed in the financial
statements but the language used is vague or unclear;

b) information regarding a material item, transaction or other event is scattered throughout the
financial statements;

c) dissimilar items, transactions or other events are inappropriately aggregated;
d) similar items, transactions or other events are inappropriately disaggregated; and

e) the understandability of the financial statements is reduced as a result of material
information being hidden by immaterial information to the extent that a primary user is
unable to determine what information is material.]

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.
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KPMG LLP

Commerce Place

21 King Street West, Suite 700
Hamilton Ontario L8P 4W7
Canada

Telephone (905) 523-8200

Fax (90b) 523-2222

INDEPENDENT AUDITORS® REPORT

To the Members of Council, Inhabitants and Ratepayers of the Corporation of the Town of
Halton Hills

Opinion

We have audited the consolidated financial statements of the Town of Halton Hills (the Entity),
which comprise:

e the consolidated statement of financial position as at December 31, 2020

e the consolidated statement of operations for the year then ended

e the consolidated statement of changes in net financial assets for the year then ended

e the consolidated statement of cash flows for the year then ended

e and notes to the consolidated 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 consolidated financial position of the Entity as at December 31, 2020, and its consolidated
results of operations, its consolidated changes in net financial assets and its consolidated
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 “Auditors’
Responsibilities for the Audit of the Financial Statements” section of our auditors’ 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.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides
services to KPMG LLP.



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.

Auditors’ 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
auditors’ 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:

e 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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 auditors’ 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 auditors’ 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.



e 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.

DRAFT

Chartered Professional Accountants, Licensed Public Accountants

Hamilton, Canada
July 5, 2021



Appendix 4: AUdIT and Assurance InSIonts

Our latest thinking on the issues that matter most to audit committees, Boards and Management.

Featured insight Summary Reference
Audit & Assurance Insights Curated thought leadership, research and insights from subject matter experts across KPMG in Canada. | Learn more
Resources to help you understand your exposure to COVID-19, and more importantly, position your
. . L business to be resilient in the face of this and the next global threat. Learn more
The business implications of
coronavirus (COVID 19) Financial reporting and audit considerations: The impact of COVID-19 on financial reporting and audit
Learn more
processes. _—
Accelerate 2020 Perspective on the key issues driving the audit committee agenda. Learn more

A quarterly Canadian newsletter which provides a snapshot of KPMG's latest thought leadership, audit
Momentum and assurance insights and information on upcoming and past audit events — keeping management and Sign-up now
board members abreast on current issues and emerging challenges within audit.

Series of quarterly publications for Canadian businesses including Spotlight on IFRS, Canadian

Current Developments Securities & Auditing Matters and US Outlook reports.

Learn more

Board Leadership Centre Leading insights to help board members maximize boardroom opportunities. Learn more
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