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Audit highlights

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

Matters to report – see link for detailsNo matters to report

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.

Audit Quality Learn more about how we deliver audit quality.​

Significant risks

Other risks of material misstatement 

Risks and 
results

&

Significant 
unusual 

transactions

• 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

Topic

Materiality

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 $360,000 for 
the year ending June 30, 2026 (2025 - $350,000)

Policies and 
practices

&

Specific topics

Accounting policies and practices

Other financial reporting matters

Significant unusual transactions

Control 
deficiencies Significant deficiencies

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices

Misstatements - 
Corrected

Corrected misstatements

In connection with the audit a corrected adjusted was recorded 
which is summarized on page 10. Other corrected items related 
to recommendations on financial statement presentation and 
disclosure. 

Misstatements - 
uncorrected

Uncorrected misstatements

Unadjusted amounts summarized on page 8.
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Status

Learn more

As of September 22, 2026, we have completed the audit of June 30, 2026 financial statements of School District No.10 (Arrow Lakes) (“the School District”), with the exception of 
certain remaining procedures, which include amongst others:

• 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
• Completing subsequent event review procedures up to the date of the Board’s approval of the financial statements
• 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.

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Materiality

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

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

We also use materiality to evaluate the effect of:

• Identified misstatements on our audit; and

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

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

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

Plan and perform the audit

Evaluate the effect of misstatements

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Materiality

Revenue 

$15.0 million
(2025 : $14.7 million)

% Benchmark

2.4%
(2025 : 2.4%)

The prescribed range is between 0.5% and 3% of the benchmark

Audit Misstatement Posting Threshold

$18,000
(2025 : $17,500)

Set at 5% of materiality

2.4%

2.40%

Revenue CY

Revenue PY

2.4%

2.40%

1.3%

1.3%

Expenses CY

Expenses PY

Total assets CY

Total assets PY

% of Other Relevant Metrics

% of Benchmark

Materiality

$360,000
(2025: $350,000)

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Auditor’s Report on Compliance Framework

• 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.

Our Response

Auditor’s Report on Compliance Framework

• 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.

Results

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.

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices



9© 2026 KPMG LLP, an Ontario limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. 

Significant risks and results

Our procedures included: 
• testing of journal entries and other adjustments
• performing a retrospective review of estimates 
• evaluating the business rationale of significant unusual transactions.

Fraud risk from management override of controls

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

 

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 Response

Significant Findings

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Other risks of material misstatement and results

Tangible capital assets and deferred capital revenue

• 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. 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. Considering inflation to June 30, 2026, we would the expect asset 
retirement obligation estimate to change and that change could be a significant amount.  Accordingly, we recommend that the School District conduct a formal cost estimate update 
of this balance for the June 30, 2027, financial statements.

Our procedures and results

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Other risks of material misstatement and results
Revenue, deferred revenue and unearned revenue 

• 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 2025 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 noted no issues as a result of the procedures performed.

Our procedures and results

Accounts payable, accrued liabilities and expenses 

• 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 performed substantive analytical procedures over services and supplies relative to prior year, obtained an understanding of the variances noted and 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.

Our procedures and results

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Other risks of material misstatement and results
Salaries and benefits, employee future benefits obligations 

• 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, 2026, 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, consistent with other BC School Districts, that CUPE labour settlements remained under negotiation and had not been fully ratified as of June 30, 2026.  Based on 
information available at year-end,  we understand that the School District ratified their respective agreement, resulting in retroactive pay incurred of $77,764.

We also understand that funding covering the period up to March 31, 2026 (nine months) has been provisionally agreed and communicated, however, approval for funding related to 
the remaining three months (April 1 to June 30, 2026) was still in progress as of year-end.     Accordingly, in connection with the financial statement audit, the School District 
recorded an adjustment to accrue expected related government funding as at June 30, 2026.   As a result of the adjustment, the School District recognized net government grant 
revenue of $58,323.   

We noted no other comments, as a result of the procedures performed.

Our procedures and results

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Internal controls

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

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

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

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

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

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

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Our commitment to delivering audit quality

KPMG is committed to fulfilling our public interest role in providing robust assurance that can benefit investors and other stakeholders. 

Businesses are integrating technology in ways once unimaginable. Geopolitical changes and inflationary pressures continue to drive 
uncertainty, and businesses need to take action to respond to societal threats like climate change.

The pace and scale of change only strengthens our resolve to ensure the quality, consistency and adaptability of our services are fit for this 
new future. Audit and assurance quality remains the highest priority at KPMG. 

Through sustained innovation, we aim to consistently deliver superior audit quality. Across the global organization:

• KPMG firms have implemented a consistent risk-based approach to our system of quality management to drive audit and assurance 
quality, enabling us to meet the requirements of the International Standard on Quality Management 1 (ISQM 1).

• We are utilising powerful technologies on audit and assurance engagements, including artificial intelligence, and leveraging our alliances 
with technology leaders such as Microsoft to further enhance quality and provide even more value through deeper analysis of 
businesses, no matter their size.

• We believe the same level of rigour, quality, consistency and trust that is applied to financial statement information by companies should 
also apply to ESG reporting. Therefore, across the global organization we have deployed an assurance methodology, KPMG Clara 
workflow and learning tools to upskill and build teams to provide assurance on ESG reporting that helps our clients build a more 
sustainable future.

We encourage you to read our Transparency Report to learn more about our system of quality management and our firm’s statement on the 
effectiveness of our SoQM: 

We define ‘audit 
quality’ as being the 
outcome when:
• audits are executed 

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

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

KPMG Canada Transparency Report

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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How do we deliver audit quality?
Quality essentially means doing the right thing and remains our highest priority. 
We have strengthened the consistency and robustness of our system of quality 
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 efforts to strengthen trust and 
transparency with clients, the capital markets and the public we serve.

Aligned with ISQM 1 (CSQM 1), our SoQM meets the requirements of the 
International Code of Ethics for Professional Accountants (including 
International Independence Standards) issued by the International Ethics 
Standards Board for Accountants (IESBA) and the relevant rules of 
professional conduct / code of ethics applicable to the practice of public 
accounting in Canada, which apply to professional services firms that perform 
audits of financial statements.

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

Doing the right thing. Always.

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

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

Associate 
with right 
clients and 
engagements

Communicate
effectively

Be independent,
objective and
ethical

Live our 
culture

and values

Apply
expertise and 

knowledge

Nurture diverse
skilled teams

Perform quality 
engagements

Assess risks
to quality

Embrace digital 
technology

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Appendices

A Required 
communications 

Engagement LetterD

Auditor’s ReportB

Management 
Representation LetterC

New Accounting 
StandardsE InsightsF
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Appendix A: Required communications

Engagement Letter

A copy of the engagement letter is attached below.

Independence

As required by professional standards, we have considered all relationships 
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, 2025 up until the date of this report.

Management representation letter

A copy of the management representation letter is attached.

Auditor’s report

Refer to the draft report attached to the financial statements.

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Appendix B: Auditor’s report
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KPMG LLP  
200 – 3200 Richter Street  
Kelowna BC V1W 5K9 
Canada 
Telephone 250-979-7150 
Fax 250-763-0044 

2 

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, 2026 
• 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, 2026, 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 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 
financial statement 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. 

pWe 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.  

Chartered Professional Accountants 
Kelowna, Canada 
September 22, 2026 
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Appendix C: Management representation letter
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KPMG LLP 
200-3200 Richter Street 
Kelowna, BC V1W 5K9 
Canada 

September 22, 2026 

 

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, 2026. 

General: 

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

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

Responsibilities: 

1) We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated 
June 8, 2026, 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. 



  

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

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

g) 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. 

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

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

b) 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. 

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

d) 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. 

e) 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. 

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, 2026 is a reasonable 
approximation of the Entity’s asset retirement obligation and no accretion expense was 
required for the 2026 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: Samara Shaw, Secretary-Treasurer 

 



  

Attachment I – Definitions 
Materiality 

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

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

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

Fraud & error 

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

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false 
or misleading records or documents in order to conceal the fact that the assets are missing or have 
been pledged without proper authorization. 
An error is an unintentional misstatement in financial statements, including the omission of an 
amount or a disclosure. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

Summary of Audit Misstatements 

 

 

 

Corrected adjustments for the year ending June 30, 2026 

 

 

 Annual 
surplus effect 

Financial Position 

Description Surplus 
(Decrease) 
Increase 

Assets 
(Decrease) 
Increase 

Liabilities 
(Decrease) 
Increase 

Accumulated 
Surplus 

(Decrease) 
Increase 

CUPE ministry receivable  58,323 58,323 - 58,323 

 

 

 

 

 

Uncorrected misstatements for the year ending June 30, 2026 

 

 

 Annual 
surplus effect 

Financial Position 

Description Surplus 
(Decrease) 
Increase 

Assets 
(Decrease) 
Increase 

Liabilities 
(Decrease) 
Increase 

Accumulated 
Surplus 

(Decrease) 
Increase 

Asset retirement obligation (53,000) - 137,000 (137,000) 
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Appendix D: Engagement letter
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Appendix E: New accounting standards
Conceptual Framework for Financial 
Reporting in the Public Sector
Effective for years commencing on or 
after April 1, 2026 with early adoption 
permitted.
• The framework provides the core concepts and 

objectives underlying Canadian public sector 
accounting standards. 

• The ten chapter conceptual framework defines 
and elaborates on the characteristics of public 
sector entities and their financial reporting 
objectives. Additional information is provided 
about financial statement objectives, qualitative 
characteristics and elements. General 
recognition and measurement criteria, and 
presentation concepts are introduced.

Financial Statement Presentation
Effective for years commencing on or after April 1, 2026 with early adoption permitted.
• The proposed section PS 1202 Financial statement presentation will replace the current section PS 1201 Financial 

statement presentation. PS 1202 Financial statement presentation. 

• The proposed section includes the following:

• Relocation of the net debt indicator to its own statement called the statement of net financial assets/liabilities, with 
the calculation of net debt refined to ensure its original meaning is retained.

• Separating liabilities into financial liabilities and non-financial liabilities.

• Restructuring the statement of financial position to present total assets followed by total liabilities.

• Changes to common terminology used in the financial statements, including re-naming accumulated surplus 
(deficit) to net assets (liabilities).

• Removal of the statement of remeasurement gains (losses) with the information instead included on a new 
statement called the statement of changes in net assets (liabilities). This new statement would present the 
changes in each component of net assets (liabilities), including a new component called “accumulated other”.

• A new provision whereby an entity can use an amended budget in certain circumstances.

• Inclusion of disclosures related to risks and uncertainties that could affect the entity’s financial position. 

Example of a Typical Implementation Approach

Phase 1
• Understand the existing financial reporting processes.

• Examine chart of accounts and trial balance.

• Review accounting policy.

• Gap assessment and implementation plan.

Phase 2
• Data gathering and financial data analysis.

• Budget and performance reporting.

• System and software impacts.

• Implementation and compliance adjustments

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Appendix E: New accounting standards (continued)

Employee Benefits
Effective for years commencing on or after April 1, 2029 with early adoption permitted.
• The Public Sector Accounting Board has issued a new standard PS 3251 Employee benefits which will replace the current sections PS 3250 Retirement 

benefits and PS 3255 Post-employment benefits, compensated absences and termination benefits. 

• The standard uses principles from International Public Sector Accounting Standard 39 Employee benefits as a basis for the Canadian standard.

• The standard results in public sector entities recognizing the impact of revaluations of the net defined benefit liability (asset) immediately on the statement of 
financial position.

• The standard also requires that fully funded post-employment benefit plans use a discount rate based on the expected market-based return of plan assets and 
underfunded plans use a discount rate based on the market yield of government bonds, high-quality corporate bonds or another appropriate financial 
instrument. A simplified approach to determining a plan’s funding status is provided. 

• The standard also requires that:

• Deferral provisions – Remeasurement gains and losses are presented as part of accumulated remeasurement gains and losses.

• Valuation of plan assets – Upon adoption, public sector entities may continue to recognize non-transferable financial instruments balances that meet the 
definition of plan assets under existing PS 3250 guidance. This transitional provision does not permit the recognition of additional amount afteradoption 
that do not meet the revised definition of plan assets.

• Joint defined benefit plans – Defined benefit accounting is used for measurement of the proportionate share of the plan, instead of previously proposed 
multi-employer plan accounting which permitted accounting based on defined contribution concepts where insufficient information exists to use defined 
benefit accounting.

• Disclosure of other long-term employee benefits and termination benefits – The standard does not include prescriptive disclosure requirements for other 
long-term employee benefits and termination benefits. 

• The standard’s guidance will be applied retroactively, with or without prior period restatement. 

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices
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Appendix F: Audit and assurance insights

KPMG Audit & Assurance Insights
Curated research and insights for audit 

committees and boards.

Board Leadership Centre
Leading insights to help board members 

maximize boardroom opportunities

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.

Sustainability Reporting
Resource centre on implementing the new 
Canadian reporting standards

Accelerate -  The key issues driving the 
audit committee agenda
Discover the most pressing risks and 
opportunities that face audit committees, 
boards and management teams.

Highlights Risk and ResultsMaterialityStatus Control Deficiencies Audit Quality Appendices

https://kpmg.com/ca/en/home/services/audit/audit-assurance-insights.html
https://kpmg.com/ca/en/home/market-insights/board-leadership.html
https://kpmg.com/ca/en/home/insights/2020/11/current-developments.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://kpmg.com/ca/en/home/services/environmental-social-and-governance/reporting/cssb-sustainability-reporting.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
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