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

for, and is not intended for, and should not be used by, any third party or for any other purpose.
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m Materiality Risks and results Policies and practices Control deficiencies Appendices

] ]
H I g h I Ights CEED No matters to report @) Matters to report — see link for details

Our audit of the consolidated financial statements (“financial statements”) of the Fraser Valley Regional District (“the District”) as of and for the
year ended December 31, 2023 is performed in accordance with Canadian auditing standards.

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

. Completing our discussions with the Board
. Completing subsequent event review procedures up to the date Board’s approval of the financial statements
. Receipt of the signed management representation letter

We will update the Board, and not solely the Chair, on significant matters, if any, arising from the completion of the audit, including the completion of the
above procedures. Our auditor’s report, a draft of which is attached to the financial statements, will be dated upon the completion of any remaining
procedures.

@ @
‘) Other risks of material misstatement @ m Risk of management override of controls @

+ Tangible capital assets
Risk « Revenues and deferred revenues
assessment » Expenses, including payroll expense
» Government business partnership
+ Asset retirement obligations — new accounting standard
* Financial instruments — new accounting standards
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] ] ]
nghllghts (contlnued] c- No matters to report -) Matters to report — see link for details

Corrected e . . . . , ®
misstatements We identified one misstatement that was communicated to management and corrected in the financial statements.

mlfggt%'trglfltee#ts We did not identify any misstatements that were uncorrected in the financial statements.

Accounting }

There have been no initial selections of, or changes to, significant accounting policies and practices, except for the initial ®
policies {Eﬂ

implementation of PS 3280 Asset Retirement Obligations (see page 12) and PS 3450 Financial Instruments and related
standards (see page 13).

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

Control
deficiencies

We confirm that we are independent with respect to the District within the meaning of the relevant rules and related interpretations
prescribed by the relevant professional bodies in Canada and any applicable legislation or regulation from January 1, 2023 up to the
date of this report.

Independence | 2
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Materiality

Total actual expenses

332,821,484

(2022: $32,010,709)

6 Materiality

g $810.000

No change in benchmark compared to prior year
(2022: $730,000)

% of Benchmark

|
|
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: % of Benchmark 2.47%
|
|
I
|
|
|
|
I
|
|

(2022: 2.28%)

Total revenues

The prescribed range is between 0.5% and 3.0% of the
benchmark

Total assets MW

\
0.0% 0.5% 1.0% 1.5% 2.0% 25% 3.0%

Total expenses M\\\\ !\\\w\\\ !\\\\\\\\\\\\\w

Audit Misstatement Posting Threshold

340,500

(2022: $36,500)

| Set as 5% of materiality
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RISK OF

@ Risk of management override of controls So}

FRAUD

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.

Our response

As the risk is not rebuttable, our audit methodology incorporates the required procedures in professional standards to address this risk. These procedures include:
» Testing of journal entries and other adjustments.

» Performing a retrospective review of significant estimates.

+ Evaluating the business rationale of significant unusual transactions.

Our findings

There were no issues noted in our testing.

kPG 7
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Risks and results (continued)

RISK OF
@ Other risks of material misstatement A
J ERROR
Other risks of material misstatement
Tangible capital assets (“TCA”) Yes - Amortization

Our response

» We updated our understanding of the process activities and controls over TCA.
» Performed an amortization analysis procedure to asses the reasonability of the amortization expense.

* We selected a sample of TCA additions and agreed the amount recorded to supporting documentation and ensured it is appropriate to capitalize the costs.

Our findings

There were no issues noted in our testing
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Risks and results (continued)

RISK OF
@ Other risks of material misstatement (continued) A
ERROR
Other risks of material misstatement

Revenues and deferred revenues No

Our response and findings

* We confirmed the amount of funding through inspection of the funding agreements.
* We inspected the agreement to confirm appropriateness of the deferral of revenues.

* We confirmed the appropriateness of the recognition of deferred revenues through inspection of expenditures relating to deferred grant projects.

Our findings

In our testing, we noted that the District received $8,801,000 from the Province of BC as part of the Growing Communities Fund. The District initially recognized
$1,269,337 into revenue based on actual expenditures incurred, and deferred the remaining amount for future periods.

The Growing Communities Fund was provided to all local governments in BC with no pre-conditions required to apply for the funding. Although there were
instructions as to how the funds should be used, the eligible costs noted by the Province are very broad and consisted of expenditures typical of most local
governments. The language and nature of the instructions were not distinct enough to create an unavoidable obligation for the District. As such, we recommended
an adjustment to recognize the remaining $7,531,663 into revenue in 2023, which has been corrected in the financial statements.

Except for the adjustment noted above, there were no other issues noted in our testing.

kPG 9
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Risks and results (continued)

RISK OF
@ Other risks of material misstatement (continued) A
ERROR
Other risks of material misstatement

Expenses, including payroll expense No

Our response and findings

+ We updated our understanding and performed a walkthrough of the process activities and controls over expenses, including payroll expense.
+ We selected a sample of payroll expenses made to employees and recalculated based on employee agreements.

» We selected a sample of expenses from the general ledger and agreed the amount recorded to supporting documents (e.g. invoices).

+ We selected a sample of payments made, invoices received and amounts recorded subsequent to year-end to ensure expenses are recorded in the appropriate
fiscal year.

Our findings

There were no issues noted in our testing
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Risks and results (continued)

RISK OF
@ Other risks of material misstatement (continued) A
ERROR
Other risks of material misstatement

Government business partnership No

Our response and findings

» We obtained the March 31, 2023 audited financial statements of the Partnership and recalculated the value of the District’'s 1/3 interest and share of net profit.

Our findings

There were no issues noted in our testing
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Risks and results (continued)

RISK OF
@ Other risks of material misstatement (continued) A
, ERROR
Other risks of material misstatement

Asset retirement obligations — New accounting standard Yes

Background

The new accounting standard PS 3280 Asset Retirement Obligations is effective for the District's 2023 fiscal year. The new standard addresses the recognition,
measurement, presentation and disclosure of legal obligations associated with the retirement of tangible capital assets.

Our response

+ We reviewed management’s documentation of the process applied to identify and measure in-scope ARO.
+ We assessed whether in-scope ARO identified by management meet the recognition criteria in the accounting standard.

+ We obtained management’s calculation of the ARO liability, including the calculation of the incremental amortization expense. We verified the mathematical
accuracy of the calculations and agreed a sample of inputs to supporting documentation. We assessed the reasonableness of significant assumptions and
judgments made to measure the liability.

+ We reviewed the application of the prospective transitional provisions for the initial implementation of the accounting standard.

+ We reviewed the financial statement note disclosures to ensure they are in accordance with Canadian public sector accounting standards.

Our findings

There were no issues noted in our testing

KhinG 2
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Risks and results (continued)

RISK OF
@ Other risks of material misstatement (continued) A
, ERROR
Other risks of material misstatement
Financial instruments — New accounting standards No

Background

The new standards PS 3450 Financial Instruments, PS 2601 Foreign Currency Translation, PS 1201 Financial Statement Presentation and PS 3041 Portfolio
Investments are effective for the District’s 2023 fiscal year. Equity instruments quoted in an active market and derivatives are required to be measured at fair value.
All other financial instruments can be carried at cost or amortized cost or fair value depending on the District’s accounting policy choice. The District has elected to
carry all other financial instruments at cost or amortized cost.

Our response

* We inquired with management the process applied to analyze the appropriate recognition, measurement, presentation and disclosure of financial instruments.
* We obtained an understanding of the significant accounting policies applied to financial instruments to ensure they comply with the new accounting standards.
* We ensured financial instruments have been appropriately recognized and measured in accordance with the new accounting standards.

* We reviewed the financial statement note disclosures to ensure they are in accordance with Canadian public sector accounting standards.

Our findings

There were no issues noted in our testing

KhinG E
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Accounting policies and practices

Significant accounting policies

- There have been no initial selections of, or changes to, significant accounting policies and practices, except for the adoption of new accounting
standards — PS 3280 Asset Retirement Obligations and new financial instruments standards PS 3450 Financial instruments, PS 2601 Foreign
currency translation, PS 1201 Financial statement presentation and PS 3041 Portfolio investments.

« There were no significant accounting policies in controversial or emerging areas.
« There were no issues noted with the timing of the District’s transactions in relation to the period in which they were recorded.

« There were no issues noted with the extent to which the financial statements are affected by a significant unusual transaction and extent of
disclosure of such transactions.

- There were no issues noted with the extent to which the financial statements are affected by non-recurring amounts recognized during the
period and extent of disclosure of such transactions.

Significant accounting estimates

- There were no issues noted with management's identification of accounting estimates.
- There were no issues noted with management's process for making accounting estimates.
- There were no indicators of possible management bias.

- There were no significant factors affecting the District’'s asset and liability carrying values.

Significant disclosures and financial statement presentation

« There were no issues noted with the judgments made, in formulating particularly sensitive financial statement disclosures.
« There were no issues noted with the overall neutrality, consistency, and clarity of the disclosures in the financial statements.

« There were no significant potential effects on the financial statements of significant risks, exposures, and uncertainties.

m 14
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Gontrol deficiencies

Consideration of internal control over financial reporting (“ICFR”)

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

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

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

A deficiency in internal control over financial reporting

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

Significant deficiencies in internal control over financial reporting

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

There were no significant deficiencies in ICFR or other control deficiencies identified in the audit.

Kkbme
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[} ] ] ]
Appendix 1: Required communications
]

Auditor’s report Management representation letter

A copy of our draft auditor's report setting out the conclusion of our We will obtain from management certain representations. In accordance with
audit has been included in the draft financial statements. professional standards, a copy of the representation letter is included in
Appendix 2.

Independence Internal control deficiencies

We have confirmed our independence to the Board. No control deficiencies have been identified during the audit.
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FRASER VALLEY REGIONAL DISTRICT
45950 CHEAM AVENUE
CHILLIWACK, BC V2P 1N6

KPMG LLP

200-9123 Mary Street
Chilliwack, BC V2P 4H7
Canada

Date of Board Acceptance of the Financial Statements

We are writing at your request to confirm our understanding that your audit was for the purpose of expressing
an opinion on the consolidated financial statements (hereinafter referred to as "financial statements") of
Fraser Valley Regional District ("the District") as at and for the period ended December 31, 2023.

GENERAL.:

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

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

RESPONSIBILITIES:

1) We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated March 6,
2023, including for:

a) the preparation and fair presentation of the financial statements and believe that these financial
statements have been prepared and present fairly in accordance with the relevant financial
reporting framework.

b) providing you with all information of which we are aware that is relevant to the preparation of the
financial statements ("relevant information"), such as financial records, documentation and other
matters, including:

- the names of all related parties and information regarding all relationships and transactions
with related parties;

- the complete minutes of meetings, or summaries of actions of recent meetings for which
minutes have not yet been prepared, of shareholders, board of directors and committees of
the board of directors that may affect the financial statements. All significant actions are
included in 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 District from whom you determined it
necessary to obtain audit evidence.
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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 District, 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 through to the date of the review
report for which the relevant financial reporting framework requires adjustment or disclosure in the
financial statements have been adjusted or disclosed.

RELATED PARTIES:

5)

6)

7)

We have disclosed to you the identity of the District’s related parties.

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

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

8) The methods, the data and the significant assumptions used in making accounting estimates, and
their related disclosures are appropriate to achieve recognition, measurement or disclosure that is
reasonable in the context of the applicable financial reporting framework.

GOING CONCERN:

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

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

MISSTATEMENTS::

11)  We approve the corrected misstatements identified by you during the review described in Attachment
I.

NON-SEC REGISTRANTS OR NON-REPORTING ISSUERS:

12)  We confirm that the District 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).

13) We also confirm that the financial statements of the District 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.

Yours very truly,

By: Ms. Kelly Lownsbrough, CFO/Director of Corporate Services
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Attachment | — Definitions

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

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

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



Attachment Il - Summary of Audit Misstatement Schedules

Summary of Corrected Audit Misstatements

Increase (decrease)

Description Assets Liabilities Annual Accumulated
Surplus Surplus

Dr. Deferred revenue (7,531,663)

Cr. Government grants revenue 7,531,663 7,531,663
To recognize the full amount of funding
received from the Province for the
Growing Communities Fund in 2023.
Total impact (7,5631,663) | 7,531,663 7,531,663
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Appendix 3: Current developments

Changes in accounting standards

Standard

Revenue

Effective 2024

Public Private
Partnerships

Effective 2024

Summary and implications

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.

19
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Appendix 3: Current developments (continued)

Changes in accounting standards (continued)

Standard Summary and implications

Purchased
Intangibles

Effective 2024

Employee
benefits

Proposed 2027

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 Public Sector Accounting Board has initiated a review of sections PS 3250 Retirement benefits and PS 3255 Post-employment benefits, compensated
absences and termination benefits.

The intention is to use principles from International Public Sector Accounting Standard 39 Employee benefits as a starting point to develop the Canadian
standard.

Given the complexity of issues involved and potential implications of any changes that may arise from the review of the existing guidance, the new
standards will be implemented in a multi-release strategy. The first standard will provide foundational guidance. Subsequent standards will provide
additional guidance on current and emerging issues.

The proposed section PS 3251 Employee benefits will replace the current sections PS 3250 Retirement benefits and PS 3255 Post-employment benefits,
compensated absences and termination benefits. It will apply to fiscal years beginning on or after April 1, 2026. Early adoption will be permitted and
guidance applied retroactively.

This proposed section 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. Organizations would also assess the funding status of their post-employment benefit plans to determine the appropriate
rate for discounting post-employment benefit obligations.

The Public Sector Accounting Board is in the process of evaluating comments received from stakeholders on the exposure draft.

20
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Appendix 3: Current developments (continued)

Changes in accounting standards (continued)

Summary and implications

Concepts
Underlying
Financial
Performance

Proposed 2027

Financial
Statement
Presentation

Proposed 2027

The revised conceptual framework is effective for fiscal years beginning on or after April 1, 2026 with earlier 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.

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 will be 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 District’s financial position.

The Public Sector Accounting Board is currently deliberating on feedback received on exposure drafts related to the reporting model.

21
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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, 2022

Q)
- see Current Developments {'D

ISA/CAS 220 ISOM1/CSQM1 ISQM2/CSQM?2

(Revised) Quality Quality management for Engagement quality
management for an firms that perform audits or reviews

audit of financial reviews of financial

statements statements or other
assurance or related
services engagements

Effective for periods beginning on or after December 15, 2023

ISA600/CAS 600

Revised special
considerations —

Audits of group
financial
statements

KhinG 2


https://home.kpmg/ca/en/home/insights/2020/11/current-developments.html

Highlights Materiality

Appendix 5: Thougnt leadership and insights

Risks and results

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. I1A
reviews the overall governance
surrounding this process and
review the communication and
reporting protocols in place.

Policies and practices

StaffInclusionand
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 pertaining to
EDI and material is updated on
a regular basis.

Control deficiencies

Appendices

Wellbeing (Staff)

Review processes in place to
develop and promote employee
wellness programs and mental-
health strategies for faculty and
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.

23
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Policies and practices

Control deficiencies

Appendices

Appendix 5: Thougnt leadership and insights (continued)

Cybersecurity: Incident Response Preparedness

With cyber attacks growing more widespread, it is becoming essential for executives to be involved in responding to
cybersecurity incidents. Incident response preparedness can help leaders quickly identify gaps and gain information necessary
to make informed decisions when faced with cybersecurity threats. Example of common topics addressed in incident response

plans are noted below.

Whichroles areincluded
inthe District's core
executive incident
response team tomake
decisions and address
circumstances
surrounding an
incident?

Who is responsible for
engaging the District’s insurer?

Consideration should be given to who should
contact the insurance provider and under what
circumstances the insurance provider should be
engaged.

Who is responsible for leading
communications?

Consideration should be given to who should be
involved in enacting the communication plan and
managing internal and external communications.

Should a ransom be paid?

Consideration should be given to who should be
involved in the decision to pay a ransom, the
engagement of a third-party to negotiate the ransom
on behalf of the District, risks associated with
ransom demands from prohibited organizations or
countries and the District insurance provider’s
stance on ransom payment.

ooooooooooo

ooooooooooo

Who is responsible for notifying
the Board?

Consideration should be given to who should
engage the Board and under what circumstances
the Board should be engaged?

Should Law Enforcement be
Involved?

Consideration should be given to whether law
enforcement should be contacted regarding the
incident and, if so, who should be responsible for
contacting law enforcement.

Who is responsible for
considering additional risks?

Consideration should be given to risks associated
with non-restoration of systems, data exposure,
subsequent attacks and potential sanctions.
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Appendix b: Thought leadership and insights (continued)

Thought leadership — Environmental, social and governance (“ESG”)

First IFRS Sustainability Disclosure Standards

The arrival of the first two IFRS Sustainability Disclosure Standards marks a key milestone in sustainability reporting and is a significant step towards
creation of a global baseline for stakeholder-focused sustainability reporting that local jurisdictions can build on. Although the standards are not required

to be adopted by the District, the new IFRS sustainability standards provide key insights into what the future of sustainability reporting may look
like for the District.

Summary of the recently released standards

The standards build on the four-pillar structure of the Task Force on Climate-related
Financial Disclosures.

The general requirements standard (IFRS S1) Governance
defines the scope and objectives of reporting and
provides core content, presentation and practical
requirements.

[ Visit KPMG’s Sustainability Reporting website for
more information, including a comprehensive
summary of the new requirements and KPMG’s

Strategy

insights and illustrative examples for the new
1 standards.

. . Lo . Risk management
It requires disclosure of material information on

all sustainability-related risks and opportunities —
not just on climate.

. . Presentation and practical
The climate standard (IFRS S2) replicates the requirements

core content requirements and supplementsthem | |
with climate-specific reporting requirements. General requirements

Climate proposal
Future standards

Metrics and targets Click here to access KPMG’s portal

KhinG 2
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Appendix 5: Thougnt Leadership and insights (continued)

Climate Risk in the Financial Statements

All entities are facing climate-related risks and opportunities — and are making strategic decisions in response. The impacts of climate-related risks in the financial
statements are broad, potentially complex and will depend on industry-specific risks.

How might
climate-
related risks
impact the
financial

statements?

Assets

Consider the useful lives and residual values of assets, cash flow projections used for impairment testing of
non-financial assets, and the potential impacts on inventories.

Liabilities
Consider the recognition of environmental and decommissioning obligations, accounting for emissions or
‘green’ schemes, impact on employee-benefit arrangements, and restructuring provisions.

Borrowers

Consider the accounting for different forms of government assistance, potential for embedded derivatives in
green bonds, lease of green technology, impacts of leasing polluting assets.

Lenders

Consider how climate-related risks impact operating and financing leases, the potential impact on expected
credit losses, and whether green loans meet the solely payments of principal and interest (SPPI) criterion.

Disclosures

Consider the impact on the going concern assessment and related disclosures and whether the impacts of
climate-related matters have been disclosed clearly.

(D)
See here for more information {'D
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Appendix 5: Thought Leadership and insights (continued)

Climate Risk in the Financial Statements

All entities are facing climate-related risks and opportunities — and are making strategic decisions in response. The impacts of climate-related risks in the financial
statements are broad, potentially complex and will depend on industry-specific risks.

How might Longived

Impairment of

Leases non financial
climate
related rISks U Financial Contingencies Revenue and
impact the instruments and insurance inventories
rlnanclal Compensation Fair value Presentation

measurement

and disclosure

and projections

StatementS? and benefits

()
See here for more information {"j
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Appendix b: Thought Leadership and insights (continued)

For Al solutions to be transformative, trust is imperative.
This trust rests on four main anchors: integrity,
explainability, fairness, and resilience. These four principles
(enabled through governance) will help organizations drive
greater trust, transparency, and accountability.

Develop Al principles, policies and design criteria and establish
controls in an environment that fosters innovation, flexibility, and
trust while identifying the unique risks associated with Al. In addition,
understand the footprint of Al within the organization in order to
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.

.—.’ || || A rk- B [ 1. Integrity — algorithm integrity and data validity including
¥ l." 3 h lineage and appropriateness of how data is used

2. Explainability — transparency through understanding
the algorithmic decision-making process in simple
terms

Assess the current governance 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

Design a cross-functional governance committee and framework that
deliver Al solutions and i ion through guideli templat

tooling and | ors to quickly yet responsibly deliver Al solutions.

4. Resilience — technical robustness and compliance of
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 cyl 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 ethies 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 capabnlntnes to enable effective governance and
risk it 1 gh tooling for Al

Source:

om the UK and tk

home.kpmag/ShapeofAlGovernance
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Appendix 6: Audit and assurance insights
]

Our latest thinking on the issues that matter most to Finance, Audit and Facilities Committees, board of directors and management.

KPMG Audit & Assurance Insights Accelerate 2023
Curated research and insights for Finance, The key issues driving the Finance, Audit and
Facilities Committee agenda in 2023.

Audit and Facilities 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.

Finance, Audit and Facilities Committee Guide
— Canadian Edition

A practical guide providing insight into current
challenges and leading practices shaping Finance,
Audit and Facilities 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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Appendix /: Financial statement trend analysis
[ ]

Fraser Valley Regional District
Overall revenues have increased 61.4% compared to 2022 and have increased an Revenue by category

average of 12.5% per year. 60,000
40,000

The greatest growth in revenues was seen in third party revenue — these revenues have

increased 272.7% from 2022, with an average increase of 27.7% since 2019. Third party 20,000

revenue makes up 42.8% of total revenues (2022 — 18.5%). Third party revenue includes

investment income, government grants, developer contributions, and other third-party 0

contributions. 2019 2020 2021 2022 2023

B - Requisition revenue m - Own source revenue B - Third party revenue

Own source revenue makes up 17.8% of total revenues (2022 — 23.4%) and increased
22.4% from 2022 with an average increase of 7.6% since 2019. Own source revenue
includes sale of services and utility fees.

Taxation revenues make up 39.5% of total revenues (2022 — 58.1%) and has increased an
average of 5.3% per year.
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Appendix 7: Financial statement trend analysis (continued)

Fraser Valley Regional District Expenses by function ($)
$35,000,000
Total expenses have increased 2.6% over the prior year (2022 — 16%) with an average $30,000,000
$25,000,000

increase of 4.2% per year.

$20,000,000
The greatest average growth in expenses was seen in environmental development $15.000,000
services which make up 7.2% of total expenses (2022 — 6.9%) and have increased an $10.000,000
average of 6.3% per year. $5 0’00 0’00
Utilities services, which makes up 9% of total expenses (2022 — 6.2%) and has increased $-

an average of 5.3% per year. 2019 2020 2021 2022 2023
General government services make up 12.6% (2022 — 11.9%) of total expenses and have m General govt B Protective services

o]
decreased an average of 1.9% per year. W Transportation ® Environmental health services
Protective services make up 26.7% (2022 — 27.6%) of total expenses and have increased m Utilities services Environmental development services

an average of 3.9% per year. . .
9 o pery Recreation and cultural services

Recreation and cultural services make up 19.5% of total expenses (2022 — 17.3%) and
have decreased an average of 1.4% per year.

Transportation make up 12.6% of total expenses (2022 — 14.5%) and have decreased an
average of 4.7% per year.

Environmental health services make up 8.9% of total expenses (2022 — 8.8%) and have
decreased an average of 3.5% per year.
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Appendix 7: Financial statement trend analysis (continued)

Fraser Valley Regional District TCA Reinvestment

Capital asset net book value to cost is a metric that can be used to analyze the District’s $12,000,000 66.0%

infrastructure. The decline in metric is a possible indication of aging infrastructure.

$10,000,000 65.0%

The acquisition of capital assets has increased an average of 5.3% per year. There was a $8,000,000 64.0%
significant increase in acquisition of capital assets in 2023 due to assets under

construction and additions due to ARO recognition. $6,000,000 63.0%

o,
Amortization and depreciation have an average growth rate of 5.5% per year, which is $4,000,000 62.0%
consistent with the average increase in acquisitions.
H b B
$- 60.0%
2019 2020 2021 2022 2023

mmm Amortization and depreciation = Acquisitions === Capital Asset NBV to Cost
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Appendix 7: Financial statement trend analysis (continued)

Fraser Valley Regional District

Net financial assets are a measurement of the available financial resources that the

Net Financial Assets

Regional District has to finance future operations. $43,000,000
$38,000,000

On average, net financial assets have increase at a rate of 24% per year. In the current

year, net financial assets have increased by 50.8% from 2022. This is a result of the $33,000,000

District’s surplus from operations in 2023, due to additional grant funding received in the

year. $28,000,000
$23,000,000
$18,000,000
$13,000,000
$8,000,000

2019 2020 2021 2022 2023
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Appendix 8: Modern slavery and forced labour reporting



KPMG

Private Enterprise

Forced labour reporting

January 2024

The new Fighting Against Forced Labour and Child Labour in Supply Chains Act requires many
Canadian companies to submit reports on forced labour and child labour risks in their supply chain
and business activities. KPMG can help you navigate the changes, assess risk and meet your

disclosure obligations.

Overview

Effective January 1, 2024, certain Canadian entities must
submit an annual report to the Minister of Public Safety by
May 31 of each year. The report describes the steps taken
during the previous financial year to prevent and reduce
the risk of forced labour or child labour in their supply
chains.

Whoneeds toreport

The Act applies to organizations that have a place of
business in Canada, do business in Canada or have assets in
Canada, and:

* produce, sell or distribute goods in Canada or
elsewhere

* import goods into Canada, or
* control an entity engaged in any of these activities

and if they meet two of the following three criteria for at
least one of its two most recent financial years, based on
its consolidated financial statements:

e $20 million or more in assets

e $40 million or more in revenue

e an average of 250 or more employees

Reporting timelines and requirements

e Reports must be filed by May 31

e Reports will be publicly accessible in an electronic
government registry and posted in a prominent place
on the company’s website

e Entities must also submit a questionnaire describing
their sector, industry, business activities and whether
they have taken specific steps to prevent the use of
forced labour and child labour

e The report must include the steps to prevent and
reduce risk of forced labour and child labour in its
activities and supply chains.

e The supply chain includes suppliers of goods and
services that contribute to the production of goods
produced, sold, distributed or imported by the
company, from sourcing the raw materials to the
final product

e The report must be approved and attested by the
company'’s governing body

e Failure to file a report or filing an inaccurate report
attracts criminal liability for the company and its
directors and officers, including fines up to $250,000

© 2024 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.



KPMG can help

These new supply chain reporting requirements are complex
and require a detailed preliminary analysis to identify the
company’s disclosure obligations, and the risks of forced
labour and child labour in the company’s supply chain and
business activities.

To help navigate the changes, KPMG has developed a
comprehensive assessment and reporting resources to
evaluate risk and meet the requirements of the Act.

KPMG's support services

KPMG has developed fully customizable service options to
assist entities with their analysis and reporting obligations.
Where necessary, the options can be tailored (e.g. for KPMG
audit clients), to maintain independence as service providers.

KPMG environmental scan

e KPMG legal professionals provide privileged advice on
the reporting obligations, requirements and legal risks
associated with the Act.

e KPMG supports the entity to gather information about the
company’s supply chain, business activities and labour
risks, using a standard questionnaire that incorporates
compliance requirements and industry benchmarking.

¢ KPMG develops assessment criteria that helps guide the
entity in its approach to supplier due diligence and risk
assessment, based on the requirements in the Act. This
assessment criteria guides the company’s internal team

Contactus

in fact gathering and assessing its due diligence and risk
assessment program.

KPMG compliance services

e KPMG reviews the information gathered by the company
to ensure completeness of information for the purpose of
compliance reporting.

e KPMG supports Board review and understanding of
disclosure to facilitate sign-off on the report.

e KPMG prepares a final compliance report and performs
any necessary analysis and provides a copy to the entity
for electronic submission to Public Safety Canada and
posting on its website.

KPMG advisory services

¢ KPMG’s ESG and legal teams identify areas for
prioritization and improvement based on government
guidance, best practice and benchmarking against
relevant industry peers. These services enable the
company to demonstrate continuous improvement in
each annual report filed under the Act.

KPMG’s trade and customs team uses semi-automated
technology to reconcile the company’s trade data against
international benchmarks to assess potential risk in its
supply chain. This includes KPMG’s proprietary trade and
customs dashboard, which provides insight on the risks of
forced labour or child labour in a company’s import
activity.

For more information on forced labour reporting, or how KPMG’s support service packages can help your
organization, please contact your KPMG advisor or one of the following professionals:

Tim Holloway

Partner, GVA Leader
KPMG Private Enterprise
604-854-2282
tholloway@kpmg.ca

604-691-3479

Jillian Frank

Partner, Employment Law
778-785-5432
jillianfrank@kpmg.ca

Partner, ESG
778-370-7502

Angelos Xilinas
Partner, Trade & Customs

axilinas@kpmg.ca

Kim Swanzey

kswanzey@kpmg.ca

Information is current as of January 9, 2024. The information contained herein is of a general nature and is not
intended to address the circumstances of any particular individual or entity. Although we endeavor to provide
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that | will continue to be accurate in the future. No one should act on such information without

appropriate professional advice after a thorough examination of the particular situation.

© 2024 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.
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