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

Materiality

Risks and

results

Status Risks and results

_ No matters to report

We have substantially completed the audit of the financial
statements, with the exception of certain remaining %
outstanding procedures, which are highlighted on the ‘Status’

slide of this report.

We determine materiality in order to plan and perform the audit and
to evaluate the effects of identified differences on the audit.

Materiality has been determined based on total budgeted revenue.
We have determined materiality to be $350,000 for the year ending
June 30, 2025 (2024 - $330,000)

®
m Significant risks {E’j

* No other risks were identified beyond those required by
professional standards - presumed risk of management
override of controls

* Tangible capital assets and deferred capital revenue
* Revenue and deferred revenue

» Salaries and benefits

* Accounts payable and expenses

)
Other risks of material misstatement {I;'j

Control deficiencies

Uncorrected
misstatements

Corrected
misstatements

Control
deficiencies

Policies and
practices

&

specific
topics

Policies and practices

Appendices

‘) Matters to report — see link for details

No significant uncorrected misstatements was identified.

Uncorrected misstatements %

No corrected misstatements were identified. Corrected items
related to recommendations on financial statement presentation
and disclosure.

Corrected misstatements

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

@
Significant deficiencies {';rj

Significant unusual transactions

Accounting policies and practices

Other financial reporting matters




Highlights

“ Risks and results Control deficiencies Policies and practices Appendices

Status

As of the date of this report, we have substantially completed the audit of June 30, 2025, financial statements of School District No.10 (Arrow Lakes) (“the School District”), with the
exception of certain remaining procedures, which include amongst others:

Completing remaining audit procedures and subsequent event review procedures up to the date of the Board’s approval of the financial statements. Remaining audit procedures
include:
. Completion of audit procedures over certain statement of financial position and operations balances and reconciling audit procedures to final financial statements
. Completion of audit file review and quality review procedures.
Completing our discussions with the Board of Education
Obtaining evidence of the Board’s approval of the financial statements
Obtaining a signed management representation letter
Reporting to the Office of the Auditor General for the purposes of reliance on our audit opinion in the audit of the summary financial statements of the Province.

We will update the Board, 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
auditor’s report will be dated on the completion of these procedures.


https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087104705001
https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087104705001

Auditor's Report on Gompliance Framework

@ Auditor’s Report on Compliance Framework

The financial statements are prepared under Canadian Public Sector Accounting standards (“PSAS”), supplemented by the requirements of Regulations 257/2010 and 198/2011
issued by the Province of British Columbia Treasury Board.

These regulations direct the School District to apply Public Sector Accounting Standards (PSAS), except in regard to accounting for restricted contributions. Under the regulations,
capital contributions are deferred and amortized on the same basis as the amortization of the related tangible capital assets, not in accordance with the underlying stipulations on the
funding, as required under PSAS.

As a result, the School District’s revenue recognized in the statement of operations and certain related deferred capital revenue would have been recorded differently under
Canadian Public Sector Accounting Standards.

* The Office of the Auditor General (“OAG”) has requested additional reporting, under the Group Auditor requirements, in order to perform the consolidation of the Provincial
Accounts under the PSA standards.

*  We have reviewed the reporting prepared for the OAG, including the reconciliation of deferred capital contributions and will report to OAG accordingly.

* No issues were noted as a result of the procedures performed.

+ The auditor’s report has been modified from a standard report to include an Emphasis of Matter section related to the Special Purpose Financial Reporting Framework.
Specifically, that the financial statements are required to be prepared under Section 23.1 of the Budget Transparency and Accountability Act of the Province of British Columbia.
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Highlights Status Risks and results Control deficiencies Policies and practices Appendices
Significant risks and results

@/ Fraud risk from management override of controls

This is a presumed fraud risk in accordance with Canadian Auditing Standards. 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. We have not identified any specific additional risks of management override relating
to this audit.

Our procedures included:

« testing of journal entries and other adjustments

» performing a retrospective review of estimates

+ evaluating the business rationale of significant unusual transactions.

Significant findings

» No issues were noted as a result of the procedures performed.



Other risks of material misstatement and results

@ Tangible capital assets and deferred capital revenue

Our procedures and results

» We obtained an understanding of the process activities and controls over tangible capital assets and deferred capital revenue, including the approval and related review processes for
capital expenditures to ensure they are consistent with approved budgets and board approvals.

» We selected a sample of additions, for testing and inspected the supporting invoices to determine if the amount recognized agreed, was capital in nature, and eligible per the funding
sources.

» We performed a reasonability assessment of amortization expense based on estimated useful life of capital assets.

» We confirmed capital revenue received and recognized during the year to assess if amounts are appropriately restricted and accurately recorded.

* We performed a reasonability assessment of the amortized deferred capital contributions recorded during the year based on its correlation to amortization of tangible capital assets.

* We reviewed the information related to deferred capital revenue, which is used to support our additional reporting to the Office of the Auditor General (“OAG”).

We noted no issues as a result of the procedures performed.

We noted, consistent with other BC School Districts, that the School District records an annual estimated deemed disposal of certain fully-amortized assets (furniture and equipment and
vehicles) after a prescribed period of time. While recording deemed disposals is a useful way of updating the School District's accounting records, the best tool available to School District is
a detailed capital asset register, that lists date acquired, active use and scheduled replacement date. Using a detailed capital asset register, a School District can track and record disposals
in the year they occur and can use this tool for future capital budgeting.

The School District adopted the accounting standard for asset retirement obligations beginning with its year ended June 30, 2023. The School District, consistent with other BC School
Districts, has recorded the balance using a current cost estimate but has not adjusted the balance from its initial estimate, except for asset retirement obligations settled in fiscal 2024. In
accordance with PSAS, the liability should be reconsidered each year and adjusted for changes in the estimate for timing or amount of costs or inflation. We recommend that the School
District review this balance for the June 30, 2026 financial statements.



Other risks of material misstatement and results

@ Revenue, deferred revenue and unearned revenue

Our procedures and results

» We obtained an understanding of the process activities and controls over revenue, deferred revenue and unearned revenue.

» We obtained a confirmation from the Ministry for the funding provided in the 2024 fiscal year and agreed the operating grants to the amount of revenue recognized.

* We agreed the special purpose funding received and recorded in deferred revenue to the confirmation received from the Ministry.

» We assessed management’s process for evaluating the impact of new accounting standard PS3400, Revenue. The new standard resulted in minor process changes on a go
forward basis for certain miscellaneous revenues.

We noted no issues as a result of the procedures performed.

@ Accounts payable, accrued liabilities and expenses

Our procedures and results

» We obtained an understanding of the process activities and controls over expenses, payables and accrued liabilities.

» We obtained an understanding of the variances in expenses relative to prior year and the approved budget. We corroborated significant variances by reviewing supporting
documentation.

» We selected a sample of payments made, trade payables recorded and invoices received subsequent to year-end to assess if they were recorded in the appropriate fiscal year.

We noted no issues as a result of the procedures performed.

KkbmG



Other risks of material misstatement and results

@ Salaries and benefits, employee future benefits obligations

Our procedures and results

» We obtained an understanding of the process activities and controls over employee salaries and benefits expense.

» We performed a test of details over the payroll expenses for the year and agreed them to timesheets and collective agreements.

* We obtained the valuation report for employee future benefits performed by Mercer as at March 31, 2025, and management’s projection to June 30.
» We reviewed the assumptions used by management and agreed them to the Actuary’s report.

* We reviewed financial statement presentation, including related note disclosure and confirm that it is in accordance with PSAB guidelines.

We noted no issues as a result of the procedures performed.

m 10
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Status Risks and results Control deficiencies Policies and practices Appendices

Gontrol deficiencies

Consideration of internal control over financial reporting (ICFR)

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

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

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

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.

Significant deficiencies in internal control over financial reporting

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

We did not identify any significant deficiencies in internal control over financial reporting.

11



Highlights Status Risks and results Control deficiencies Appendices
= = = ?
How do we deliver audit quality?
Live our

Quality essentially means doing the right thing and remains our highest priority. culture

We have strengthened the consistency and robustness of our system of quality it VEIES

management to meet the requirements of ISQM 1 (CSQM 1), issued by the International
Audit and Assurance Standards Board. Foundational for quality management, KPMG'’s
globally consistent approach to ISQM 1 drives compliance with the standard and our

Monit
efforts to strengthen trust and transparency with clients, the capital markets and the public . Nonfer
we serve.
Aligned with ISQM 1 (CSQM 1), our SoQM meets the requirements of the International _."P £ i N
Code of Ethics for Professional Accountants (including International Independence Nurture diverse . erform quality ,  Embrace digital
Standards) issued by the International Ethics Standards Board for Accountants (IESBA) SRS =S ' engagements .  technology

and the relevant rules of professional conduct / code of ethics applicable to the practice of
public accounting in Canada, which apply to professional services firms that perform
audits of financial statements.

" Remediat® "

Our Global Quality Framework outlines how we deliver quality and how every KPMG
professional contributes to its delivery.

Apply
expertise and
knowledge

* ‘Perform quality engagements’ sits at the core, along with our
commitment to continually monitor and remediate to fulfil our quality
drivers.

Doing the right thing. Always.

* 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.
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Continuous evolution

Draft Auditor’s Report

Engagement letter
excerpt

Thought leadership
and insights




®
Appendix 1: 0ther required communications

Auditor’s report Engagement letter

Refer to the draft report attached to the financial statements. A copy of the engagement letter Is attached.

Independence Management representation letter

As required by professional standards, we have considered all relationships A copy of the management representation letter is attached.
between KPMG and the District that may have a bearing on independence. We

confirm that we are independent with respect to the School District 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 from July 1, 2024 up until the date of this report.

KkbmG
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See attached draft auditor’s report



KPMG LLP

200 — 3200 Richter Street
Kelowna BC V1W 5K9
Canada

Telephone 250-979-7150
Fax 250-763-0044

INDEPENDENT AUDITORS’ REPORT

To the Board of Education of School District No. 10 (Arrow Lakes), and
To the Minister of Education and Child Care, Province of British Columbia

Opinion
We have audited the financial statements of School District No. 10 (Arrow Lakes) (the School District),
which comprise:

» the statement of financial position as at June 30, 2025

» the statement of operations for the year then ended

« the statement of changes in net debt 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 as at and for the year ended June 30, 2025, of the
School District are prepared, in all material respects, in accordance with the financial reporting provisions
of Section 23.1 of the Budget Transparency and Accountability Act of the Province of British Columbia.

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 School District 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.

Emphasis of Matter — Financial Reporting Framework

We draw attention to note 2(a) to the financial statements which describes the applicable financial reporting
framework and the significant differences between the financial reporting framework and Canadian public
sector accounting standards.

Our opinion is not modified in respect of this matter.
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Other Information

Management is responsible for the other information. Other information comprises information, other than
the financial statements and the auditors’ report thereon, included in unaudited schedules 1-4 attached to
the audited financial statements.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements, or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. We obtained the Information, other than the financial statements and the auditors’ report
thereon, included in the unaudited schedules 1-4 attached to the audited financial statements, at the date
of this auditors’ report. If, based on the work we have performed on this other information, we conclude
that there is a material misstatement of this other information, we are required to report that fact in the
auditors’ report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation of the financial statements in accordance with the financial
reporting provisions of Section 23.1 of the Budget and Transparency and Accountability Act of the Province
of British Columbia 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 School District’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 School District or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the School District’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.
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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 School District'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 School District'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 School District to cease to continue as a
going concern.

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.

Y 2 o4
g

Chartered Professional Accountants

Kelowna, Canada
September 29, 2025
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See attached management representation letter



KPMG LLP

200-3200 Richter Street
Kelowna, BC V1W 5K9
Canada

September 29, 2025

Ladies and Gentlemen:

We are writing at your request to confirm our understanding that your audit was for the purpose of
expressing an opinion on the financial statements (hereinafter referred to as “financial statements”)
of School District No. 10 (Arrow Lakes) (“the Entity”) as at and for the period ended June 30, 2025.

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
July 7, 2025, including for:

a) the preparation of the financial statements and believe that these financial statements
have been prepared 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.



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 patrties:
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) Allrelated party relationships and transactions/balances have been appropriately accounted
for and disclosed in accordance with the relevant financial reporting framework.

Employee future benefits:

8) The employee future benefits costs and obligations have been determined, accounted for
and disclosed in accordance with the financial reporting framework.

9) All arrangements (contractual or otherwise) by which programs have been established to
provide employee benefits have been disclosed to you and included in the determination of
employee future benefits costs and obligations.

10) The assumptions included in the actuarial valuation are those that management instructed
Mercer to use in computing amounts to be used by the Entity in determining non-pension
post employment benefits costs and obligations and in making required disclosures in the
above-named financial statements, in accordance with the relevant financial reporting
framework.

11) The source data and plan provisions provided to the actuary for preparation of the actuarial
valuation are accurate and complete.

12) The extrapolations are accurate and properly reflect the effects of changes and events that
occurred subsequent to the most recent valuation and that had a material effect on the
extrapolation.

13) All material events and changes to the plan subsequent to the most recent actuarial
valuation have been properly reflected in the extrapolation.

Environmental matters:

14) The Entity has appropriately recognized, measured and disclosed liabilities for
contaminated sites in the financial statements.

Estimates:

15) 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.



16) The Entity’s asset retirement obligations liability as at June 30, 2025 is a reasonable
approximation of the Entity’s asset retirement obligation and no accretion expense was
required for the 2025 fiscal year.

Going concern:

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

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

Accounting changes:

19) We believe that the change in policy related to the application of the half-year rule for
disposals is reliable and more relevant than the previous accounting policy because it
results in a more precise estimate of amortization that aligns with the period of use of the
tangible capital asset.

Non-SEC registrants or non-reporting issuers:

20) 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).

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

Other:

22) The amounts reported as differences between accounting for Non-Provincial restricted
contributions in accordance with the Restricted Contributions Regulation as compared to
Public Sector Accounting Standards for the purpose of reporting to the Office of the Auditor
General are complete and accurate.

Yours very truly,
School District No. 10 (Arrow Lakes)

By: Michael McLellan, Secretary-Treasurer



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.

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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See attached engagement letter excerpt.



KPMG

KPMG LLP

200-3200 Richter Street
Kelowna BC V1W 5K9
Canada

Telephone 250 979 7150
Fax 250 763 0044

PRIVATE & CONFIDENTIAL

Mr. Michael McLellan Ms. Christine Dixon
Secretary-Treasurer Board Chair

School District No. 10 (Arrow Lakes) School District No. 10 (Arrow Lakes)
P.O. Box 340 P.O. Box 340

Nakusp, BC VO0G 1R0 Nakusp, BC VO0G 1R0

July 7, 2025

The purpose of this letter is to outline the terms of our engagement to audit the annual financial
statements ("financial statements" or "annual financial statements") of School District No. 10 (Arrow
Lakes) (the "the School District"), commencing for the year ending June 30, 2025.

This letter supersedes our previous letter to the School District dated May 22, 2024.

The terms of the engagement outlined in this letter will continue in effect from period to period, unless
amended or terminated in writing. The attached Assurance Terms and Conditions and any exhibits,
attachments and appendices hereto and subsequent amendments form an integral part of the terms
of this engagement and are incorporated herein by reference (collectively the "Engagement Letter").
FINANCIAL REPORTING FRAMEWORK FOR THE FINANCIAL STATEMENTS

The annual financial statements will be prepared and presented in accordance with the financial
reporting provisions of Section 23.1 of the Budget Transparency and Accountability Act of the
Province of British Columbia (hereinafter referred to as the "financial reporting framework").

The annual financial statements will include an adequate description of the financial reporting
framework.

MANAGEMENT'S RESPONSIBILITIES
Management responsibilities are described in Appendix — Management’s Responsibilities.

An audit of the annual financial statements does not relieve management or those charged with
governance of their responsibilities.



KPMG'

School District No. 10 (Arrow Lakes)
July 7, 2025

AUDITOR'S RESPONSIBILITIES

Our responsibilities are described in Appendix — Auditor’s Responsibilities.

If management does not fulfill the responsibilities above, we cannot complete our audit.
ADDITIONAL RESPONSIBILITIES REGARDING "OTHER INFORMATION"

“Other information” is defined in professional standards to be the financial or non-financial
information (other than the financial statements and the auditor's report thereon) included in the
“annual report”. An “annual report” is defined in professional standards to comprise a document or
combination of documents. Professional standards also indicate that:

¢ an annual report is prepared typically on an annual basis in accordance with law, regulation or
custom (i.e., is reoccurring)

e an annual report contains or accompanies the financial statements and the auditor’s report
thereon

e an annual report’s purpose is to provide owners (or similar stakeholders) with information on the
School District's:
—operations; and/or
—financial results and financial position as set out in the financial statements.

Based on discussions with management, the following are expected to meet the definition of an
“annual report” under professional standards:
o The document likely to be entitled "Financial Statement Discussion & Analysis"

Management agrees, when possible, to provide us with the final versions of the document(s)
comprising the “annual report” prior to the date of our auditors’ report on the financial statements. If
that timing is not possible, management agrees to provide us with the final versions of the
document(s) comprising the “annual report” prior to the School District’'s issuance so that we can
complete our responsibilities required under professional standards.

Management is responsible for the “other information”. Our responsibility is to read the “other
information” and, in doing so, consider whether such information is materially inconsistent with:

¢ the financial statements; or

e our knowledge obtained in the audit.

Our responsibility is also to remain alert for indications that the “other information” appears to be
materially misstated.

Our auditors’ report on the financial statements, when applicable under professional standards, will
contain a separate section where we will report on this “other information”.
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AUDITOR'S DELIVERABLES

Unless otherwise specified, our report(s) will be in writing and the expected content of our report(s)
are provided in Appendix — Expected Form of Report. However, there may be circumstances in which
a report may differ from its expected form and content.

In addition, if we become aware of information that relates to the information we reported on after
we have issued our report, but which was not known to us at the date of our report, and which is of
such a nature and from such a source that we would have investigated that information had it come
to our attention during the course of our engagement, we will, as soon as practicable:
(1) communicate such an occurrence to those charged with governance; and (2) undertake an
investigation to determine whether the information is reliable and whether the facts existed at the
date of our report. Further, management agrees that in conducting that investigation, we will have
the full cooperation of the the School District’s personnel. If the subsequently discovered information
is found to be of such a nature that: (a) our report would have been affected if the information had
been known as of the date of our report; and (b) we believe that the report may have been distributed
to someone who would attach importance to the information, appropriate steps will be taken by
KPMG, and appropriate steps will also be taken by the School District, to advise of the newly
discovered facts and the impact to the information we reported on.

INCOME TAX COMPLIANCE AND ADVISORY SERVICES

This letter details the general tax advisory services to be provided to the School District for the year
ended June 30, 2025 and in the future. If there are tax services to be delivered outside the scope
of those described in this letter, we will require a separate engagement letter for those services.

We will perform the following services under the terms of this engagement:

General tax advisory services

Our tax advice generally falls under one of the following situations:

1. On an ongoing basis, we will provide advisory services of a general nature relating to various
payroll and indirect tax matters as they arise. This type of service generally arises on a periodic
basis as a result of preliminary inquiries made by you. In rendering these services, it is
important to recognize that the advice provided is dependent on the detail of the information
provided and the environment in which it is rendered. When professional judgment suggests
written confirmation of the facts and advice is necessary, we will draft the appropriate
correspondence to ensure the appropriate standard of care is met by all parties.
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2. Periodically, you will seek detailed advice from us in connection with a specific transaction or
undertaking you are contemplating. In such a situation, our advice will be based on the
information provided to us. It is the responsibility of the School District to ensure we are
provided with all the information necessary in order for us to render the advice sought. Our tax
advice will most likely be communicated to you, or your designate, in writing.

Our tax advisory services, both written and oral, will be based on the facts and assumptions
submitted to us. We will not independently verify this information. Inaccuracy or incompleteness of
the information could have a material effect on our conclusions.

Client's Responsibilities

With respect to KPMG'’s services, Client agrees it will:

¢ Evaluate the adequacy and results of services performed;
o Make management decisions and perform all management functions;
o Accept responsibility for the results of the services;

Client also acknowledges and agrees that:

o KPMG’s services may include high level advice and recommendations, but all decisions in
connection with such advice and recommendations shall be the responsibility of, and made by
the School District's management;

A number of domestic and foreign jurisdictions, including, among others, Canada, the Province of
Quebec, the United States and the European Union, are enacting or have enacted mandatory
disclosure regimes ("MDRs"), which require taxpayers and their advisors to provide notice of or
disclose certain transactions or arrangements ("Reportable Arrangements") to the relevant local
taxing authorities. Non-compliance with MDRs may result in adverse tax consequences, including
significant penalties. Accordingly, the parties hereby acknowledge that KPMG, other KPMG member
firms located outside of Canada who are involved in the Services, and/or the School District may, as
required, disclose details of the advice and/or work product provided under this Agreement to
relevant taxing authorities with respect to a Reportable Arrangement (an "MDR Disclosure"). Unless
prevented by law, KPMG will use commercially reasonable efforts to inform the School District if
KPMG is required to make, or KPMG becomes aware that another KPMG member firm is required
to make, an MDR Disclosure. Unless prevented by law, the School District will use commercially
reasonable efforts to inform KPMG if Client is required to make an MDR Disclosure. The School
District is advised to consult with a tax or legal professional service provider proficient in MDRs for
assistance in this regard; for greater certainty, unless expressly provided for in this engagement
letter, the Services do not include advice in relation to the application of, and compliance with, MDRs.
To the fullest extent permitted by law, KPMG is not liable to the School District for any consequences
that may result or arise from or otherwise be connected with any MDR Disclosure. The School District
agrees to use commercially reasonable efforts to inform KPMG of any confidential protection or
conditions of confidentiality imposed by
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any third party advisor or promoter (or person who does not deal at arm's length with such advisor
or promoter) with respect to any transaction or series on which KPMG's advice is requested. Such
notification must occur prior to KPMG providing any advice with respect to the transaction or series.

Our advice will be limited to the conclusions specifically set forth in our reporting letter and KPMG
will not express an opinion with respect to any other federal, provincial or foreign tax or legal aspect
of the transactions described therein. It should be noted that the Canada Revenue Agency and/or
the relevant provincial tax authority and/or any other governmental tax authority (collectively a Tax
or Revenue Authority) could take a different position with respect to these transactions, in which
case it may be necessary for you to defend this position on appeal from an assessment or litigate
the dispute before the courts, including one or more appellate courts, in order for our conclusions to
prevail. If a settlement were reached with a Tax or Revenue Authority or if such appeal and litigation
were not, or were not entirely, successful, the result would likely be different from the views we
express in our reporting letter. Unless expressly provided for, KPMG’s services do not include
representing the School District in the event of a challenge by a Tax or Revenue Authority or litigation
before any court.

Advice delivered outside the scope described in this letter will require a separate engagement letter.
In addition, after providing the advice referred to herein, we will not be responsible for updating such
advice to take into account any subsequent changes in law or administrative practice unless
specifically provided for under the terms of this engagement.

ACCESSING CLIENTS SYSTEMS

It may be required by, or convenient to, the School District for KPMG to access or use School
District owned or licensed systems, software or services (collectively, “School District Systems”) in
connection with KPMG'’s provision of the engagement. The School District hereby grants, and
hereby represents and warrants it has the right to grant, to KPMG and its personnel a limited, non-
exclusive, non-transferable (except in connection with the permitted assignment of this
engagement letter), sublicensable, paid up and royalty-free license to access and use the School
District Systems solely in relation to the provision of the Services. The School District
acknowledges and agrees that: (i) the forgoing license and the terms and conditions set out in this
engagement letter shall be the exclusive terms that apply to KPMG and its personnel and that any
additional terms or conditions that KPMG or its personnel are presented for acceptance or
acknowledgement as a condition to, or as part of, KPMG and its personnel access or use of the
School District Systems shall not apply to KPMG or its personnel, notwithstanding any
acknowledgement of acceptance by KPMG or its personnel, and (ii) the School District assumes all
responsibility and liability in respect of the performance, security and risk associated with the use
of the School District Systems, including, without limitation, delay in the provision of the Services or
loss, improper access or disclosure or damage to information that arise through storing, processing
and/or transmitting of such information over the School District Systems or their unavailability.]
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USE OF KPMG CLARA

The terms and conditions for use of KPMG Clara apply to the use of the collaboration tool and can
be found here.

FEES

Appendix - Fees for Professional Services to this letter lists our fees for professional services to be
performed under this Engagement Letter.

* * * * * * * * *

We are available to provide a wide range of services beyond those outlined above. Additional
services are subject to separate terms and arrangements.

The attached Terms and Conditions for Advisory and Tax Services are incorporated into, and form
an integral part of, this engagement letter. However, the prohibition regarding the distribution or
disclosure of KPMG's reports and written advice or any information provided by KPMG to Client, set
out in Sections 5 and 6 of such Terms and Conditions for Advisory and Tax Services, or any similar
prohibition set out in this engagement letter, and the first sentence of Section 30(b) of such Terms
and Conditions for Advisory and Tax Services, shall not apply. For certainty, no provision of this
engagement letter is or is intended to be construed as confidential protection within the meaning of
subsection 237.3(1) of the Income Tax Act (Canada) or any applicable regulations or under any
similar or analogous provisions of the laws of a province or other jurisdiction, and Client may disclose
to any and all persons, without limitation of any kind, the tax treatment of a transaction or series of
transactions within the scope of the engagement. Client agrees that, if any such disclosure is made,
Client will, at the time of disclosure, inform the person(s) to whom/which disclosure is made that
KPMG accepts no responsibility or liability to such person(s) in connection with the details or
structure disclosed.
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We are proud to serve the School District and we appreciate your confidence in our work. We shall
be pleased to discuss this letter with you at any time. If the arrangements and terms are acceptable,
please sign the duplicate of this letter in the space provided and return it to us.

Yours very truly,

Kins
.//

David Bond, CPA, CA, CBV

Partner, responsible for the engagement and its performance, and for the report that is issued on
behalf of KPMG LLP, and who, where required, has the appropriate authority from a professional,
legal or regulatory body

250-9779-7154

Enclosure

The terms of the engagement set out are as agreed:

Michael McLellan, Secretary- Treasurer

(having the appropriate authority to engage the School District as defined above)

Date (DD/MM/YY)

Christine Dixon, Board Chair
(having the appropriate authority to engage the School District as defined
above)

Date (DD/MM/YY)
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Appendix - Management’s Responsibilities
Management acknowledges and understands that they are responsible for:

(a) the preparation of the financial statements in accordance with the financial reporting framework
referred to above.

(b) providing us with all information of which management is 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

— 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 to be included
in such summaries.

(c) providing us with unrestricted access to such relevant information.

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

(e) providing us with additional information that we may request from management for the purpose
of the engagement.

(f) providing us with unrestricted access to persons within the School District from whom we
determine it necessary to obtain evidence.

(g) 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.
Management also acknowledges and understands that they are responsible for the design,
implementation and maintenance of internal control to prevent and detect fraud.

(h) ensuring that all transactions have been recorded and are reflected in the financial statements.

(i) providing us with written representations required to be obtained under professional standards
and written representations that we determine are necessary. Management also acknowledges
and understands that, as required by professional standards, we may disclaim an audit opinion
when management does not provide certain written representations required.
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Appendix - Auditor's Responsibilities

Our function as auditors of the School District is:

to express an opinion on whether the School District's annual financial statements, prepared by
management with the oversight of those charged with governance, are prepared in all material
respects, in accordance with the financial reporting framework referred to above

to report on the annual financial statements

We will conduct the audit of the School District's annual financial statements in accordance with
Canadian generally accepted auditing standards and relevant ethical requirements, including those
pertaining to independence (hereinafter referred to as applicable "professional standards").

We will plan and perform the audit to obtain reasonable assurance about whether the annual financial
statements as a whole are free from material misstatement, whether due to fraud or error.
Accordingly, we will, among other things:

identify and assess risks of material misstatement, whether due to fraud or error, based on an
understanding of the School District and its environment, including the School District's internal
control. In making those risk assessments, we consider internal control relevant to the School
District's preparation of the annual financial statements 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 School District's internal control

obtain sufficient appropriate audit evidence about whether material misstatements exist, through
designing and implementing appropriate responses to the assessed risks

form an opinion on the School District's annual financial statements based on conclusions drawn
from the audit evidence obtained

communicate matters required by professional standards, to the extent that such matters come
to our attention, to the appropriate level of management, those charged with governance and/or
the board of directors. The form (oral or in writing) and the timing will depend on the importance
of the matter and the requirements under professional standards
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Appendix - Expected Form of Report
INDEPENDENT AUDITOR'S REPORT
To the Board of Education of School District No. 10 (Arrow Lakes)

Opinion

We have audited the financial statements of School District No. 10 (Arrow Lakes) (the School
District), which comprise:

¢ the statement of financial position as at June 30, 2025

¢ the statement of operations for the year then ended

¢ the statement of changes in net debt 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 are prepared in all material respects, in
accordance with the financial reporting provisions of Section 23.1 of the Budget Transparency and
Accountability Act of the Province of British Columbia.

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 School District 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 of the financial statements in accordance with the
financial reporting provisions of Section 23.1 of the Budget Transparency and Accountability Act of
the Province of British Columbia, 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.
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Appendix - Expected Form of Report (continued)

In preparing the financial statements, management is responsible for assessing the School District'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
School District or to cease operations, or has no realistic alternative but to do so.

Those charged governance are responsible for overseeing the School District's financial reporting
process.

Emphasis of Matter - Financial Reporting Framework

We draw attention to note 2 to the financial statements which describes the applicable financial
reporting framework and the significant differences between the financial reporting framework and
Canadian public sector accounting standards.

Our opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. Other information comprises information, other
than the financial statements and the auditors' report thereon, included in unaudited schedules 1-4
attached to the audited financial statements and the financial statement discussion and analysis
document.

Our opinion on the financial statements does not cover the other information and we do not and will
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements, or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. We obtained the Information, other than the financial statements
and the auditors' report thereon, included in the unaudited schedules 1-4 attached to the audited
financial statements and the management discussion and analysis document, at the date of this
auditors' report. If, based on the work we have performed on this other information, we conclude that
there is a material misstatement of this other information, we are required to report that fact in the
auditors' report.

We have nothing to report in this regard.

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.

10
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Appendix - Expected Form of Report (continued)

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 School District'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 School District'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 School
District's 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.

11



Appendix - Fees for Professional Services

Fees for professional services rendered will be billed based on fees outlined below:
(Total 2024 audit fees- $22,600):

Service Amount
Audit of the annual financial statements and related services $ 18,400
Technology and support charge (10% of professional fees) 1,840
Total fees $ 20,240

Our audit fees (prior to technology and support charge and disbursements) will be billed based on
the schedule outlined below:

e August 1, 2025 $ 15,000

¢ Final Bill (to be billed upon completion of all services) Remainder and maximum
disbursements

Our professional fees are also subject to a technology and support charge to cover information
technology infrastructure costs and administrative support of our client service personnel which are
not included in our client service personnel fee. The technology and support fee covers costs such
as our client service personnel computer hardware and customized KPMG software,
telecommunications equipment, client service professional administrative support, IT programming
professional services and other client support services. Other direct out-of-pocket costs, such as
travel, will be charged separately based on our actual costs.

Goods and Services Tax (GST) will be computed and shown separately on our invoices, together
with our firm’s GST registration number, so that you will have the information required to claim input
tax credits and input tax refunds, if applicable.

The School District agrees, by accepting the terms of this engagement, to pay all invoices to KPMG
within 30 days of receipt.

12
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Appendix 5: Gontinuous evolution

Our investment:

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

@ Standardization

Q3 Automation

Centralization

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

Methodology and Approach

Center for
Audit Solutions

Data and tech
enablement

Quality Management System

Audit Quality

Appendices

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

Increased efficiency

Next-gen
auditor

Exceptional experiences
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Appendix 5: KPMG CGlara Generative Al

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

Al done right

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

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

Quality at our fingertips

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

Secure integration

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

®
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Appendix 6: 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 ' Sustainability Reporting
Curated research and insights for audit Resource centre on implementing the new

committees and boards. Canadian reporting standards

Board Leadership Centre Accelerate - The key issues driving the
Leading insights to help board members audit committee agenda
maximize boardroom opportunities . L
Discover the most pressing risks and
opportunities that face audit committees,

boards and management teams.

Current Developments

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

Assurance & Related Services, Canadian Securities
Matters, and US Outlook reports.

Audit Committee Guide — Canadian Edition
A practical guide providing insight into current
challenges and leading practices shaping audit
committee effectiveness in Canada.
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