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The purpose of this report is to assist you, as a member of the Finance and Audit Committee, in your review of the plan for our audit of the financial
statements. This report is intended solely for the information and use of Management, the Finance and Audit Committee, and the Board of Directors 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 to the Finance and Audit Committee has not been prepared for, and is not intended for, and should not be used by, any third party or
for any other purpose.

KPMG 3



S —
Audithighlights

Audit strategy

Audit strategy Risk assessment

_ No matters to report

Key milestones and deliverables

Appendices

-) Matters to report — see link for details

Our audit of the consolidated financial statements (“financial statements”) of City of Prince George (“the City”) as of and for the year, ending December 31,

2024, will be performed in accordance with Canadian generally accepted auditing standards.

Materiality $3,800,000

(5

Updates to our prior year audit plan

(5

Audit timelines

(3

Required communications

(3

Risk

assessment

Risk of management override of controls %

Other significant risks

There are no significant risks to report beyond those required
by professional standards.

()
Other risks of material misstatement {F_rj




Highlights Audit strategy Risk assessment Key milestones and deliverables Appendices

Updates to our prior year audit plan

Significant risks

During our preliminary risk assessment process, we did not identify any significant risks. Any changes to the audit
No significant risks noted plan will be communicated to Management and Those Charged with Governance.

. During our preliminary risk assessment process, we did not identify any new audit focus areas. Any changes to the
No new audit focus areas audit plan will be communicated to Management and Those Charged with Governance.

Other significant changes

New accounting standards effective for the year ending December 31, 2024 are ; )
. . tined i dix 3 Newly effective
Newly effective accounting standards outlined In appendix S. accounting standards

. - There are new auditing standards effective for year ending December 31, 2024 related Newly effective "
Newly effective auditing standards to quality management, refer to appendix 4. auditing standards @




Highlights Audit strategy Risk assessment Key milestones and deliverables Appendices
Materiality

Plan and perform the audit

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
We initially determine materiality at a level at which we consider that undst?cted misstatements exceeds materiality for the financial statements as
a whole.

misstatements could reasonably be expected to influence the
economic decisions of users. Determining materiality is a matter of
professional judgement, considering both quantitative and qualitative
factors, and is affected by our perception of the common financial
information needs of users of the financial statements as a group. We
do not consider the possible effect of misstatements on specific We also use materiality to evaluate the effect of:
individual users, whose needs may vary widely.  Identified misstatements on our audit; and

Evaluate the effect of misstatements

» Uncorrected misstatements, if any, on the financial statements and in
We reassess materiality throughout the audit and revise materiality if forming our opinion.

we become aware of information that would have caused us to
determine a different materiality level initially.

KPMG
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Initial materiality

Prior year total expenses

$195,479,000

(2023: $178,245,000)

o % Benchmark
e Materiality

©  $3,800,000 2%

- p ' ! (2023: 2%)
(2023: $3,500,000)

Audit Misstatement Posting Threshold

$190,000

(2023: $175,000)




Highlights Audit strategy Audit strategy — Group audit Risk assessment Key milestones and deliverables Audit quality Independence Appendices @
] ]
Group audit - Scoping

We respond to identified and assessed risks of material misstatement to the group by performing further audit procedures.

Further audit procedures to be performed by: Total assets Total revenue

Total group auditor — City of Prince George 99% 99%

Not subject to further audit procedures (i.e., untested) — consists of Prince George Public Library and Tourism Prince George 1% 1%
100% 100%

Total consolidated

For those components not subject to further audit procedures, we will obtain audited financial statements as at and for the year ended December 31, 2024 and agree the balances
consolidated in the City’s financial statements.



Highlights Audit strategy Key milestones and deliverables Appendices
RiSK assessment summary

Our planning begins with an assessment of risks of material misstatement in your financial statements.

We draw upon our understanding of the City and its environment (e.g. the industry, the wider economic environment in which the business operates, etc.), our
understanding of the City’s components of its system of internal control, including our business process understanding.

Risk of Risk of
fraud error
Management override of controls Significant risk as required by Canadian

auditing standards

° Revenue and deferred revenue v

Base risk
] Expenses including salary and benefits expense v Base risk
®  Tangible capital assets, including asset retirement obligations v Base risk

® SIGNIFICANT RISK ® PRESUMED RISK OF MATERIAL MISSTATEMENT ® OTHER RISK OF MATERIAL MISTATEMENT

KPMG 9



Highlights Audit strategy Key milestones and deliverables Appendices @
Significant risks

RISK OF
@ Management Override of Controls (non-rebuttable significant risk of material misstatement) So}
. FRAUD
Why is it significant? Our planned response

Presumption Management is in a unique position to perpetrate As this presumed risk of material misstatement due to
of the risk of fraud fraud because of its ability to manipulate accounting fraud is not rebuttable, our audit methodology

resulting from records and prepare fraudulent financial statements incorporates the required procedures in professional

management by overriding controls that otherwise appear to be standards to address this risk. These procedures include:

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. » performing a retrospective review of estimates

override of

» testing of journal entries and other adjustments,
controls

» evaluating the business rationale of significant
unusual transactions.

prepe o


https://players.brightcove.net/3755095886001/default_default/index.html?videoId=6087120710001

Highiights Auditstrategy Key milestones and deliverables Appendices
Other risks of material misstatement

Level of risk due to error Our planned response
Revenue and deferred revenue » Update our understanding of the process activities and controls over revenue.

» Select a sample of deferred revenue transactions and agree to supporting
documentation.

e

Base

» Review any agreements for government grants and other transfers.

» Perform a predictive substantive analytical on municipal property taxes based on
BC Assessment property values and Council-approved rates.

» Select a sample of individual cash receipts and obtain documentation supporting
classification, amount and date of receipt.

* Inquire with management about the nature and composition of the City’s revenue
that were identified as being in-scope of PS3400, the process used to identify such
revenue, and the transitional provisions applied on initial implementation.

» Perform audit procedures over significant revenue streams identified as being in-
scope of PS3400 to assess whether they have been recognized appropriately in
accordance with the new standard.

Expenses including salary and » Update our understanding of the process activities and controls over expenses,
benefits expense including payroll.

» Analyze the change in payroll expenses relative to the prior year based on
changes in head count and pay rates.

» Perform a search for unrecorded liabilities to ensure expenses are recorded in the
e appropriate fiscal year.
Base * Review and discuss with management significant contracts entered into to ensure

they have been appropriately recorded and disclosed in the consolidated financial
statements.

m » Review any significant accruals to source documentation and ensure they are
appropriately recorded.

11



Highiights Auditstrategy Key milestones and deliverables Appendices
Other risks of material misstatement

Level of risk due to error Our planned response

Tangible capital assets including » Update our understanding of the process activities and controls over tangible

asset retirement obligations capital assets and review significant rent or lease agreements.

» Reconcile the additions and disposals recorded in the JD Edwards system to the

e amounts reported in the consolidated financial statements.
EEED » Selecting a sample of tangible capital asset additions and agreeing the balance
recorded to supporting documentation, and ensure it is appropriate to capitalize the
costs.

» Obtaining an understanding of the new capital projects underway to ensure
additions are accounted for appropriately.

» Reviewing consolidated financial statement disclosures for tangible capital assets
and any lease arrangements to ensure accuracy.

» Evaluate management’s process and assessment of asset retirement obligations,
contaminated sites and contractual obligations. Perform testing as appropriate.

12



Highlights Audit strategy Audit strategy — Group audit Key milestones and deliverables Audit quality Independence Appendices

Required Inquiries of the finance and audit committee

Inquiries regarding risk
assessment, including
fraud risks

Inquires regarding related
parties and significant
unusual transactions

Inquiries regarding
City processes

* What are the Finance and Audit Committee’s views about + Is the Finance and Audit Committee aware of * Is the Finance and Audit Committee aware of any
fraud risks, including management override of controls, in tips or complaints regarding the City’s financial instances where the City entered into any significant
the City? And have you taken any actions to respond to reporting (including those received through the unusual transactions?
any identified fraud risks? Finance and Audit Committee’s internal
whistleblower program, if such programs *  What is the Finance and Audit Committee’s understanding
« |s the Finance and Audit Committee aware of, or has the exist)? If so, the Finance and Audit of the City’s relationships and transactions with related
Finance and Audit Committee identified, any instances of Committee’s responses to such tips and parties that are significant to the City?
actual, suspected, or alleged fraud, including misconduct or complaints?
unethical behavior related to financial reporting or + Is the Finance and Audit Committee concerned about
misappropriation of assets? those relationships or transactions with related parties? If
» If so, have the instances been appropriately addressed so, the substance of those concerns?

and how have they been addressed?
¢ How does the Finance and Audit Committee exercise

oversight of the City’s fraud risks and the establishment of
controls to address fraud risks?

prepe :



Highlights Audit strategy Risk assessment

Key milestones and deliverables

December 2024 February 2025

* Present audit planning report

+ Planning and Risk Assessment
* Interim audit work

Key milestones and deliverables

March- April 2025
i

Appendices

May 2025

Present findings report and draft
auditor’s report
Approval of the financial statements

14
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Required
communications

Changes in
accounting
standards

Thought leadership
and insights

Audit quality

Newly effective and
upcoming changes to
auditing standards

Audit and
assurance
insights




Highlights

Audit strategy

Risk assessment

Key milestones and deliverables

Appendix 1: Required communications

Appendices

Auditor’s report

A copy of our draft auditor’s report
setting out the conclusion of our audit
will be provided at the completion of the
audit.

Engagement contract

The objectives of the audit, our
responsibilities in carrying out our audit,
as well as management’s
responsibilities, are set out in the
engagement letter.

Audit findings report

At the completion of the audit, we will
provide our findings report to the
Finance and Audit Committee.

Management representation
letter

We will obtain from management certain
representations at the completion of the
audit. In accordance with professional
standards, a copy of the representation
letter will be provided to the Finance and
Audit Committee.

Independence

We are independent and have a robust and consistent system of quality control. We
provide complete transparency on all services and follow the Finance and Audit
Committee’s approved protocols. At the completion of our audit, we will re-confirm our
independence to the Finance and Audit Committee.

Internal control deficiencies

Control deficiencies identified during the audit will be communicated to management

and the Finance and Audit Committee.

16
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Highlights Audit strategy Risk assessment Key milestones and deliverables Appendices

Appendix 2: Audit quality: How do we deliver audit quality?

Quality essentially means doing the right thing and remains our highest
priority. Our Global Quality Framework outlines how we deliver quality Lo ot

and how every partner and staff member contributes to its delivery. an%ugglhees

The drivers outlined in the framework are the ten components of the KPMG System of
Quality Management (SoQM). Aligned with ISQM 1/CSQM 1, our SoQM components also
meet the requirements of the International Code of Ethics for Professional Accountants Monitor -._
(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, ~ Nurture Perform quality B Ermbeece cigital
which apply to professional services firms that perform audits of financial statements. d”"{;;ﬁﬁ'"ed ‘ engagements ; technology

D KPMG 2022 Audit Quality and Transparency Report " Remediate -~
We define ‘audit quality’ as being the outcome when:
Apply
audits are executed consistently, in line with the requirements and intent of applicable expertise and

professional standards within a strong system of quality management; and Ak e

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

Doing the right thing. Always.

m 17

®


https://home.kpmg/ca/en/home/services/audit/transparency-report.html

Highlights

Audit strategy Risk assessment Key milestones and deliverables Appendices

Appendix 3: Changes inaccounting standards

Standard Summary and implications

Revenue .

Public Private y
Partnerships .

The new standard PS 3400 Revenue is effective for fiscal years beginning on or after April 1, 2023.
The new standard establishes a single framework to categorize revenue to enhance the consistency of revenue recognition and its measurement.

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

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

The new standard PS 3160 Public private partnerships is effective for fiscal years beginning on or after April 1, 2023.

The standard includes new requirements for the recognition, measurement and classification of infrastructure procured through a public private
partnership.

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

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

The infrastructure would be valued at cost, which represents fair value at the date of recognition with a liability of the same amount if one exists. Cost
would be measured in reference to the public private partnership process and agreement, or by discounting the expected cash flows by a discount rate
that reflects the time value of money and risks specific to the project.

The standard can be applied retroactively or prospectively.

18
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Appendix 3: Changes inaccounting standards (continued)

Standard

Purchased
Intangibles

Concepts
Underlying
Financial
Performance

Summary and implications

The new Public Sector Guideline 8 Purchased intangibles is effective for fiscal years beginning on or after April 1, 2023 with earlier adoption permitted.

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

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

The guideline can be applied retroactively or prospectively.
The revised Conceptual Framework is effective for fiscal years beginning 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.

19
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Appendix 3: Changes inaccounting standards (continued)

Standard Summary and implications

Financial .
Statement
Presentation

The proposed section PS 1202 Financial statement presentation will replace the current section PS 1201 Financial statement presentation.
PS 1202 Financial statement presentation will apply to fiscal years beginning on or after April 1, 2026 to coincide with the adoption of the
revised conceptual framework. Early adoption is permitted.

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.

20
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Appendix 3: Changes in accounting standards (continued)

Standard Summary and implications

Employee » The Public Sector Accounting Board has issued proposed new standard PS 3251 Employee benefits which would replace the current
Benefits sections PS 3250 Retirement benefits and PS 3255 Post-employment benefits, compensated absences and termination benefits.

» After evaluating comments received about the July 2021 exposure draft, a new re-exposure draft was released in October 2024. The re-
exposure draft continues to use principles from International Public Sector Accounting Standard 39 Employee benefits as a starting point to
develop the Canadian standard.

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

» The re-exposure draft also proposes that fully funded post-employment benefit plans use a discount rate based on the expected market-
based return of plan assets and unfunded 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.

» For most other topics, the re-exposure draft is consistent with the original exposure draft. A few exceptions are:
» Deferral provisions — Remeasurement gains and losses will be presented as part of accumulated remeasurement gains and losses.

» Valuation of plan assets — Public sector entities may continue to recognize non-transferable financial instruments that meet the
definition of plan assets under existing PS 3250 guidance.

» Joint defined benefit plans — Defined benefit accounting will be used for measurement of the proportionate share of the plan, instead of
previously proposed multi-employer plan accounting which was based on defined contribution plan concepts.

» Disclosure of other long-term employee benefits and termination benefits — The re-exposure draft does not include prescriptive
disclosure requirements for other long-term employee benefits and termination benefits.

» The proposed section PS 3251 Employee benefits will apply to fiscal years beginning on or after April 1, 2029. Early adoption will be
permitted and guidance applied retroactively, with or without prior period restatement.

» Comments on the re-exposure draft are due on January 20, 2025. The re-exposure draft can be viewed at the following link: Click here


https://www.frascanada.ca/en/public-sector/documents/re-ed-employee-benefits
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A n ix 4. N WI rr tiv n m i n For more information on newly effective and
- upcoming changes to auditing standards
Effective for periods beginning on or after December 15, 2023

ISA600/CAS 600

Q)
- see Current Developments {'D

Revised special Click here for information about CAS 600
considerations — from CPA Canada:

Audits of group Revised CAS 600
financial —

statements

Effective for periods beginning on or after December 15, 2024

ISA260/CAS 260 ISA700/CAS 700

Communications Forming an opinion Click here for information about CAS 260
with those charged and reporting on and CAS 700 from CPA Canada:

with governance the financial Amended CAS 260 and CAS 700
statements -



https://home.kpmg/ca/en/home/insights/2020/11/current-developments.html
https://www.cpacanada.ca/business-and-accounting-resources/audit-and-assurance/canadian-auditing-standards-cas/publications/cas-600-group-audits-have-changed
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https://www.cpacanada.ca/-/media/site/operational/rg-research-guidance-and-support/docs/04133-rg-auditor-reporting-and-comm-alert.pdf?rev=9943b8afb1eb4bb49632490a6916f7b1
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Appendix o: Thought leadership and insights

KPMG interviewed more than 800 business owners and C-suite leaders across Canada on a variety of topics ranging from their top-of-mind concerns to their

. acquisition plans, the risks and rewards of artificial intelligence (Al), productivity, the omnipresent threat of cybercrime, and the impact of aging demographics
2024 Ganadian on the workforce.
CEQ Outlook

Click here to access KPMG'’s portal.

Enterprises are facing an array of reputational, environmental, regulatory and societal forces. To navigate this complex landscape, the C-suite should seek to
embrace risk as an enabler of value and fundamentally transform their approach. KPMG’s global survey of 400 executives reveals that their top priorities for
Future of Risk the next few years are adapting to new risk types and adopting advanced analytics and Al. As organizations align risk management with strategic objectives,
closer collaboration across the enterprise will be essential.

Click here to access KPMG'’s portal.

In today’s rapidly evolving and interconnected business landscape, organizations face unprecedented challenges and an increasingly complex and volatile
Resilience risk landscape that can threaten their competitiveness and future survival. We share revealing real-world examples of how companies have overcome their

Amid challenges and emerged stronger as the rapid pace of change accelerates and look at the key components of KPMG'’s enterprise resilience framework and
Complexity how it is helping these businesses build resilience and achieve their strategic objectives in an increasingly uncertain world.

Click here to access KPMG’s portal.

Procurement is at an exciting point where leaders have the opportunity to recast their functions as strategic powerhouses. In this global report we examine
how these forces may affect procurement teams and discuss how procurement leaders can respond — and the capabilities they will need to thrive. Our

Future of insights are augmented by findings from the KPMG 2023 Global Procurement Survey, which captured the perspectives of 400 senior procurement
Procurement professionals around the globe, representing a range of industries.

Click here to access KPMG'’s portal.



https://kpmg.com/ca/en/home/insights/2024/10/2024-canadian-ceo-outlook.html
https://kpmg.com/ca/en/home/insights/2024/10/2024-canadian-ceo-outlook.html
https://kpmg.com/ca/en/home/market-insights/future-of-business/future-of-risk.html
https://kpmg.com/ca/en/home/market-insights/future-of-business/future-of-risk.html
https://kpmg.com/xx/en/our-insights/risk-and-regulation/resilience-amid-complexity.html
https://kpmg.com/xx/en/our-insights/risk-and-regulation/resilience-amid-complexity.html
https://kpmg.com/ca/en/home/market-insights/future-of-business/future-of-procurement.html
https://kpmg.com/ca/en/home/market-insights/future-of-business/future-of-procurement.html
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Appendix 5: Thought leadership and insights (continued)

Artificial
Intelligencein

Financial
Reporting and
Audit

Control System

Cybersecurity

Annual Report
2024

Cybersecurity
Considerations
2024:
Government
and Public
Sector

Artificial intelligence (Al) is transforming the financial reporting and auditing landscape, and is set to dramatically grow across organizations and industries. In
our new report, KPMG surveyed 1,800 senior executives across 10 countries, including Canada, confirming the importance of Al in financial reporting and
auditing. This report highlights how organizations expect their auditors to lead the Al transformation and drive the transformation of financial reporting. They
see a key role for auditors in supporting the safe and responsible rollout of Al, including assurance and attestation over the governance and controls in place
to mitigate risks.

Click here to access KPMG'’s portal.

Based on a survey of more than 630 industry members (13% from government organizations), this report reveals that while the increase in cyberattacks is
concerning, organizations have become more proactive in their cybersecurity budgets, focused on prevention, and acknowledging the threat of supply chain
attacks. Furthermore, the report highlights a pressing need for skilled cybersecurity professionals in the face of escalating cyber threats. Explore the full
report to help gain a clearer understanding of the growing cyber threat landscape and learn how to overcome the roadblocks to progress.

Click here to access KPMG'’s portal.

In every industry, cybersecurity stands as a paramount concern for leaders. Yet, for government and public sector organizations, the game of digital defense
takes on a whole new level of intensity. The reason? The sheer volume and sensitivity of data they manage, which can amplify the potential fallout from any
breach. These agencies are the custodians of a vast array of personal and critical data, spanning from citizen welfare to public safety and national security.
This article delves into the pivotal cybersecurity considerations for the government and public sector. It offers valuable perspectives on critical focus areas
and provides actionable strategies for leaders and their security teams to fortify resilience, drive innovation, and uphold trust in an ever-changing
environment.

Click here to access KPMG'’s portal.

24



https://kpmg.com/ca/en/home/insights/2024/05/ai-in-financial-reporting-and-audit.html
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Appendix b: Thought leadership and insights (continued)

. As the world prepares for the implementation of sustainability reporting standards from the International Sustainability Board (ISSB), the need for public
Why the Public P \ . ; , .
Sector Must sector leadership is pronounced. While governments around the world have collaborated on vital policy and regulatory solutions, they have yet to provide
Takethe Lead in sustainability reporting for their own government reporting entities. This presents a major obstacle to global sustainability ambitions, particularly considering
Sustainability the vast physical infrastructure, non-renewable resources, rare earth elements, water and natural assets controlled by governments around the world. .

Reporting Click here to access KPMG'’s portal.

Fighting Modern The deadline for the first year of reporting under Canada’s Fighting Forced Labour and Child Labour in Supply Chains Act (the Act) was May 31, 2024.
Slaveryin Under the Act, eligible entities are required to publicly report on steps taken to reduce the risk of forced labour and child labour in their business and supply
Canadian Supply chain. KPMG in Canada reviewed 5,794 report submissions for the act to identify key takeaways.

Chain Click here to access KPMG's portal.

Cities and municipalities play a crucial role to drive climate action and resilience measures, acting as stewards for the communities they serve — including
their constituents, and public, private and non-profit organizations. With the physical impacts of climate changes — including floods, wildfires and droughts —
- accelerating in terms of both increased frequency and severity, city and municipal leaders are increasingly considering how they can tackle the multifaced

ESG_"" GIII@S challenge of achieving net zero greenhouse gas (GHG) emissions by 2050. KPMG in Canada’s Public Sector and ESG practices completed a three-part
Webinar Series national webinar series focusing on the journey to net zero — from strategic planning and stakeholder engagement to the implementation at the asset and
operational level, and subsequent reporting obligations.

Click here to access KPMG'’s portal.

Building a Today’s government and public sector organizations have a rapidly evolving customer service relationship with the populations they serve. Canadians are
successful used to finding and accessing information and services easily and conveniently through digital channels. When digital interactions don’t meet expectations or
Transformation become obstacles to program access, service delivery innovation and other stakeholder objectives are not met.

Program Click here to read KPMG's article.
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Appendix 5: Thought leadership and insights (continued)

Unlocking
Government's
Technology
Future

FromSmartto
Smarter Cities

Getting Nature
into Financial
Reporting

AlinFinance

This article is based on data from the KPMG global tech report 2024 which includes the results of a survey of 118 senior government technology executives
and decision-makers around the world. It shows that public sector organizations are building — and maintaining — change momentum, particularly in key
capabilities such as cloud enablement, cyber security and data and analytics.

Click here to access KPMG'’s portal.

Canadian cities are at a pivotal moment, evolving beyond basic “smart” solutions towards integrated, sustainable strategies that address challenges from
resource efficiency to community engagement. KPMG’s From Smart to Smarter Cities report highlights how Canadian leaders can embrace data-driven
approaches and citizen-focused urban planning to reshape their cities.

Click here to access KPMG'’s portal.

By integrating nature into financial reporting, local governments in Canada can plan for sustainable growth and get ahead of new accounting standards that
are on the horizon. The new guide, Getting Nature into Financial Reporting, authored by the University of Waterloo’s Intact Centre on Climate Adaptation,
and supported by the Standards Council of Canada, KPMG LLP and Natural Assets Initiative, was developed with over 120 experts across the country. The
guide outlines how local governments of all sizes can start integrating nature into their financial reports today.

Click here to access KPMG'’s portal.

Artificial intelligence is rapidly transforming the finance landscape, moving beyond accounting and making significant inroads into financial reporting,
management, planning and analytics. A report from KPMG International reveals that nearly three-quarters of finance teams across diverse industries and
company sizes are already using Al to some degree to enhance their financial reporting processes, implementing Al across wider areas of finance, including
financial planning, treasury management, risk management and tax operations.

Click here to read KPMG’s article.
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Appendix b: Thought leadership and insights (continued)

For Al solutions to be transformative, trust is imperative. Develop Al principles, policies and design criteria and establish
This trust rests on four main anchors: integri[“ @ controls in an environment that fosters innovation, flexibility, and

s . s aa s s trust while identifying the unique risks associated with Al In addition,
explainability, fairness, and remh;nce. These l_ﬂur_prmm;:_;les unclsestand the foatpeiet of Al within thy crganizstion Inorder 30
(enabled through governance] will help arganizations drive
greater trust, transparency, and accountability.

inventory capabilities and use cases.

Design, implement, and operationalize an end-to-end Al governance
and operating model across the entire Al development life cycle,
including strategy, building, training, evaluating deploying, operating
and monitoring Al. Consider the need to set up separate governance
committees and councils to address the unique risks and complexities
associated with Al and data.

| H | Ilrk VT, 1. Integrity — algorithm integrity and data validity including
vio L IDIL. lineage and appropriateness of how data is used
2. Explainability — transparency through understanding

the algorithmic decision-making process in simple
terms

should

A the ntg nce and risk framework and perform a gap
analysis to identify opportunities and areas that need to be addressed

3. Faimess — ensuring Al systems are ethical, free from
bias, free from prejudice and that protected attributes
are not being used

e that

Design a cross-functional governance committee and framework that
deliver Al solutions and innovation through guidelines, templates,

4' Hesilien{:e - tECh n ICEI| rﬂ'bu stness aﬁd CGI"I"‘I[}“EI nce ':'f tooling and accelerators to quickly yet responsibly deliver Al solutions.

your Al and its agility across platforms and resistance

against bad actors
Integrate a risk management framework to identify and prioritize
business-critical algorithms and incorporate an agile risk mitigation
strategy to address cyk ity, integrity, fai and resiliency
considerations during design and operation

Ninety-four percent of IT decision makers feel
that firms need to focus more on corporate
responsibility and ethics while developing Al

solutions. Design and set up criteria to maintain continuous control over

algorithms without stifling innovation and flexibility. Consider the
need to invest in new capabilities to enable effective governance and
risk man enabled ti gh tooling for Al

g

Sourcea:

home.kpmg/ShapeofAlGovernance
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Appendix b: Thought leadership and insights (continued)

Generative Al

Ever since ChatGPT launched publicly on November 30, 2022, generative Al has caught the attention of users around the world — including Canada. One year after
its launch, KPMG in Canada conducted a survey about generative Al use in Canada’s workplaces: Generative Al Adoption Index - KPMG Canada

What type of information have you entered into your Al prompts?

Among Canadians using generative Al in the workplace
900/0 90% of generative Al users say the tools have enhanced the

quality of their professional work (up from 84% in May).
T8 e o= db

There is a concerning trend of significant misuse of generative

. S 0 : : . - SN

Private financial Proprietary, Publicly available 45 /0 AI: {ncludlng .enterlng sensitive data ?t work, with 4.1-5 % of users

data about non-financial data financial data about fa.|llng to verify outputs that may be inaccurate, misleading, or
my company about my company my company biased.

For governance bodies, generative Al stands as a pivotal innovation that offers unprecedented opportunities to drive business value, improve productivity, reach
broader audiences, streamline operations, and help address complicated global issues. However, it also raises complex business and ethical questions. To gain the
full trust of stakeholders, Al systems need to be designed with governance, risk, legal, and ethical frameworks in mind. The aim is not just to manage these
challenges as they emerge, but to proactively elevate your organization's Al practices to achieve Trusted Al.

3 key guiding principles that can help boards achieve their Trusted Al objectives

» Ensure Al applications align with ethical and legal standards, safeguarding the organization from potential financial, operational, and reputational risks
» Foster innovation, enabling the business to gain a competitive edge through trustworthy Al development

» Establish a commitment to Trusted Al, enhancing trust and brand value among stakeholders and employees

Learn more about how generative Al affects governance responsibilities and tools to emerge as leaders of responsible innovation that serves the greater good:
Preparing your board for generative Al

kPG 2
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Appendix 5: Thought leadership and insights (continued)

Current trends in internal audit

Organizations continually face a wide spectrum of risks beyond the already complex financial and regulatory compliance risks. Many organizations are
recognizing the impact and benefit of internal audit activity that is agile, properly resourced, effectively managed, and aligned with strategic priorities, which can
improve risk management and control processes and drive better efficiencies.

Examples of internal audits are noted below.

Costreduction/
efficiency planning

Review the governance
arrangements for the
monitoring and efficiency
delivery of programs /
services as required. This
includes considering how

efficiency requirements
have been apportioned and
communicated to support
planning.

Fraud risk
management

Internal Audit assesses
whether a fraud risk
management framework
exists and whether fraud
risk assessment is
performed at these levels.
Internal Audit reviews the
overall governance
surrounding this process
and review the
communication and
reporting protocols in place.

Staffinclusion and
diversity

Assess the strategy and
plan in place for inclusion
and diversity amongst
staff, the governance of
them and the measures in
place to measure
achievement of the goals.
Training and awareness
programs are offered to
staff and faculty to provide
understanding of roles
and responsibilities and
material is updated on a
regular basis.

Asset management /
maintenance

Review the processes and
controls in place to ensure
assets are adequately
managed based on an
appropriate schedule.

Well being (staff)

Review processes in place
to develop and promote
employee wellness
programs and mental
health strategies for staff.
Areas of focus include
overall program framework,
communication to faculty
and staff, feedback
mechanisms and
management’s approach to
assessing the suitability of
the current wellness
offerings version faculty
and staff needs.
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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 Accelerate 2023
agenda in 2023.

committees and boards.

Momentum

A quarterly newsletter with the latest thought-leadership
from KPMG's subject matter leaders across Canada
and valuable audit resources for clients.

Board Leadership Centre
Leading insights to help board members

maximize boardroom opportunities

KPMG Climate Change Financial

Reporting Resource Centre

Our climate change resource center provides

insights to help you identify the potential financial
statement impacts to your business.

Current Developments

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

Securities & Auditing 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.

‘ IFRS Breaking News
A monthly Canadian newsletter that provides the latest

insights on international financial reporting standards
and IASB activities.
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