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The purpose of this report is to assist you, as a member of Council, in your review of the results of our audit of the consolidated financial statements. This report is intended
solely for the information and use of Management and those charged with governance 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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Significant
changes

Risks and
results

&

Significant
unusual
transactions

KPMG

We have completed the audit of the consolidated financial
statements (“financial statements”) of the Corporation of the

Town of Carleton Place (the “Town”) for the year ended A
December 31, 2024, with the exception of certain remaining {"_rj
outstanding procedures, which are highlighted on the ‘Status’
slide of this report.

)
Significant changes from the prior year {"_rj

* No changes to risk assessment
* No changes to audit strategy assessment

)
Significant risks {"J

*  We did not identify any significant financial reporting risks
other than the presumed risk of management override of
controls.

®
Other risks of material misstatement @

« Other financial reporting risks that required additional
audit procedures

Going concern matters

Significant unusual transactions

C. No matters to report

-) Matters to report — see link for details

Policies and

Practices Specific Topics  Misstatements

Policiesand
practices

&

Specific topics

Misstatements -

Uncorrected

Misstatements -

Corrected

Control

deficiencies

Control
Deficiencies

Independence  Appendices

®
Accounting policies and practices @
Critical accounting policies and practices
Critical accounting estimates

Other financial reporting matters

(&

Specific topics

(5

Uncorrected misstatements

No uncorrected misstatements to report

)
Corrected misstatements {I'_"j

See management representation letter for details in
Appendix 1 of this report

()]
Other observations {Ej

w
Significant deficiencies {"_rj

®
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StatlIS KPMG Clara for Clients (KCfc)

In preparation of our Audit Findings Report, we have completed the audit of the financial statements, with the exception of
certain remaining procedures, which include amongst others:

KPMG Clara

. Loan receivable confirmation;

*  Completing our discussions with Council;

. Completion of our subsequent events review procedures up to the date of our auditor’s report;
»  Obtaining evidence of Council’s approval of the financial statements; and

. Receipt of signed management representation letter.

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

A draft of our auditor’s report is provided in Appendix 1a: Draft Auditor’'s Report.

Real-time collaboration and transparency

We leveraged KCfc to facilitate real-time collaboration

with management and provide visual insights into the
status of the audit!

On our audit we used KCfc to coordinate requests
from management.


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

Risks and
Results

Policies and
Practices

Financial Statement
Highlights

Significant

Control :
Changes Independence  Appendices @

Highlights Status Specific Topics  Misstatements Deficiencies

Financial Statement Highlights

Commitments (note 14)

e Contributed assets from subdivision

2024 2023 e e e e e e e e e e e e e e e e e e =
I |
Financial assets: I Financial Highlights: |
Cash $ 37,308,351 $ 40,878,774
Taxes receivable 2,831,067 2,734,970 I Financial Assets: I
User charges receivable 364,544 352,776 . " : |
Accounts receivable 2,844 858 2686 357 | Strong cash position, slight decrease over last year :
Long-term mortgage receivables (note 4) 4,741,216 5,171,813 ! » Slight taxes receivable increase — taxes receivable
48,090,036 51,824,690 | as a % of levy has remainder consistent with the |
I prior year |
Financial liabilities: Financial Liabilities: I
Accounts payable and accrued liabilities 2,656,994 2,606,062 | ’
Prepaid property taxes 250,748 299,412 l + Decrease in security deposits due to the release of l
Security deposits 4,015,055 4,937,221 I the deposits/holdbacks for multiple subdivisions I
Employee future benefit obligations (note 5) 623,224 593,857 ]
Deferred revenues (note 6) 15,488,166 14,766,048 | * Increase in deferred revenue as a result of the !
Asset retirement obligations (note 7) 271,025 284,785 I deferral of the HAF grant for $1.4M, less the use of |
Long-term liabilities (note 8) 3,644,089 4,236,890 development charges in excess of what was I
Obligations under capital lease (note 9) 575,258 516,172 l collected in the year |
27,524,559 28,240,447 l * Non-Financial Assets: I
Net financial assets 20,565,477 23,584,243 | - Capital asset additions of $19.2M offset by $4.6M in I
l amortization
Non-financial assets: I * Major capital asset additions include: :
Tangible capital assets (note 10) 150,167,721 136,079,666 I ' |
Inventories 84,944 82,665 + Land acquisition I
Prepaid expenses 48,014 106,370 | ) )
150,300,679 136,268,701 I » Sewage Plant Expansion work in progress |
I |
I I

Contingent liabilities (note 15)

Municipal equity (note 11)

$170,866,156

$ 159,852,944

KPMG

» Ongoing road projects
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Financial Statement Highlights (continued)
1anginle CapIalasselS  constuctionin Land

progress 8%
8%

Land improvements
Bridges and culverts 5%

7%

Buildings 22%

Machinery and
equipment
4%

Vehicles
1%

Linear assets
45%

m © 2025 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. 7
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Financial Statement Highlights (continued)
ReSENves and reserve funds
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Financial Statement Highlights (continued)

RESEIVES and reserve fund as a percentage of operating expenses
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Benchmark: more than 20%

Control
Deficiencies

Independence  Appendices
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Financial Statement Highlights (continued)
Tax AITears as a nercentage of current vy
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Financial Statement Highlights (continued)

2024 2024 2023
Budget Actual Actual
(note 17)
Revenue:
Taxation $ 15,701,940 $ 15,816,320 $ 15,393,974
User charges 14,312,382 11,265,222 10,317,658
Government transfers 11,937,718 6,736,572 7,374,297
Transfers from deferred revenue -
obligatory reserve funds:
Development charges 67,512,027 3,706,082 807,489
Parkland 210,000 182,731 158,092
Licenses and permits 970,060 974,855 996,961
Investment income 803,800 1,506,516 1,637,974
Penalties and interest on taxes 217,500 390,984 284,790
Contributed tangible capital assets - 2,083,933 253,932
Other 570,756 834,430 808,925
112,236,183 43,497,645 38,034,092
Expenses (note 16):
General government 3,913,836 2,666,822 4,093,638
Protection to persons and property 5,657,522 5,864,611 5,384,499
Transportation services 5,292,168 4,639,673 6,530,826
Environmental services 5,199,298 6,931,108 5,553,939
Social and family services 5,089,939 5,580,262 4,716,116
Recreation and cultural services 4,925,888 5,868,129 4,096,159
Planning and development 4,152,203 933,828 929,914
34,230,854 32,484,433 31,305,091
Annual surplus 78,005,329 11,013,212 6,729,001
Municipal equity, beginning of year 159,852,944 159,852,944 153,123,943

Municipal equity, end of year (note 11)

$ 237,858,273

$ 170,866,156 $ 159,852,944

KPMG

Financial Highlights:
* Revenue:

* Minor decrease in government transfers due to
fluctuations in capital activity and related funding

* Increase in recognition of development charges
due to additional eligible projects: $1.6M waste
water plant expansion, $865k park at Cardel
Subdivision, $435k water plant expansion

infrastructure: $1.47M and road infrastructure:
$614k

+ Expenses:

» Key driver of increase is related to increased
salaries and benefit costs during the year due to an
increase in staff headcount and cost of living
adjustments

» See note 16 for a detailed breakdown of expenses
by segment.

e o e e e e o o e e e o o e e e

|
: !
: !
: !
: !
: !
: !
: !
l » Contributed capital assets: water and waste water [
: !
: !
: !
: !
: !
: !
: !
: !

Specific Topics  Misstatements Independence  Appendices

11
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Financial Statement Highlights (continued)
Operating expenses

Loss on diposal of
TCA
0.03%

Amortization
14.13%

Debenture debt
interest
0.43%

Salaries, wages and
benefits
44.52%

Materials and
services
40.89%

Appendices

12
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Updates to our prior year audit plan

Other significant changes

Misstatements

Control
Deficiencies

Independence  Appendices

Newly effective accounting

standards The new standard establishes a single framework to categorize revenue to enhance the consistency
of revenue recognition and its measurement.

or after April 1, 2023).

after April 1, 2023).

to account for purchased intangibles.

PS 3400, Revenue, became effective for this year end.

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. It 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.

PS 3160, Public private partnership, became effective for this year end (fiscal years beginning on

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

PSG 8, Purchased intangibles, became effective for this year end (fiscal years beginning on or

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

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.

Newly effective

accounting @
standards {b

Newly effective auditing There are no new auditing standards impacting the current year audit.

standards

Future changes to

auditing standards

13

®
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Group 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

We initially determine materiality at a level at which we consider that probability that the aggregate of uncorrected and undetected misstatements exceeds
misstatements could reasonably be expected to influence the economic materiality for the financial statements as a whole.

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 Evaluate the effect of misstatements
of the financial statements as a group. We do not consider the possible effect
of misstatements on specific individual users, whose needs may vary widely.

We also use materiality to evaluate the effect of:

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

Identified misstatements on our audit; and

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

m 14
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Group Materialitv (continued)

Materiality has been set using the prior year audited financial statements. Performance materiality has been set at 75% of group materiality or $570,000. Professional standards require us to re-
assess materiality at the completion of our audit based on period-end results or new information in order to confirm whether the amount determined for planning purposes remains appropriate. Our
assessment of misstatements, if any, in amounts or disclosures at the completion of our audit will include the consideration of both qualitative and quantitative factors.

We will report:

Materiality

Corrected audit Errors and omissions in

— v i i
e misstatements disclosure
[ S J . (Corrected and uncorrected)
P y x Uncorrected audit

misstatements

(2023: $710,000)
(I
2.43%

current year
Y I
Materiality as a percentage of expenses - prior
year 2.52%

% of Benchmark

Prior year total expenses

332,484,433

(2023: $31,305,091)

Materiality as a percentage of total revenues - ”"”"“"”"”"
e Tl

Materiality as a percentage of total revenues - $43,497,645

prior year (2023: $38,034,092)

Prior year total revenues

% of Other Relevant Metrics

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

Risk of Risk of Risk Rating
fraud error

Management override of controls v Significant
® Cash v Base
° Operating and payroll expenses (including related v Base

accruals)
® Tangible capital assets v Base

PRESUMED RISK OF MATERIAL MISSTATEMENT

® Asset retirement obligations v Base e OTHER AREA OF FOCUS
® Government grants v Base
® Obligatory reserves v Elevated
® Financial instruments v Base
® Financial reporting v Base

Current year findings
We did not uncover any significant findings as a result of the procedures performed over the areas highlighted above.

KinG :
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Significant risks and results

We highlight our significant findings in respect of significant risks.

RISK OF
@ Fraud risk from management override of controls gl

FRAUD

Significant risk Critical audit matter?

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 this presumed risk of material misstatement due to fraud is not rebuttable, our audit methodology incorporates the required procedures in professional standards to address this
risk. These procedures include:

*  We tested the design and implementation of controls surrounding the review of journal entries, and the business rationale for significant entries.

» Using our KPMG software tools, we analyzed the journal entries posted during the year for completeness.

* In responding to risks of fraud and management override of controls, we set specific criteria to isolate high risk journal entries and adjustments in order to analyze for
further insights into our audit procedures and findings.

Significant qualitative aspects of the Company’s accounting practices

We did not uncover any issues during the performance of the procedures described above.

KiAG L
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Accounting policies and practices

Initial selection

The following new significant accounting policies and practices were selected and applied during the period.
* PS 3400 Revenue

* PSG-8 Purchased Intangibles

* PS 3160 Public Private Partnerships (P3s)

Revised

No matters to report.

Significant qualitative aspects

Significant accounting policies or practices are disclosed in note 1 to the financial statements.

No matters to report.

KiAG ®
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Other financial reporting matters

We also highlight the following:

Through the course of the audit, KPMG provided guidance and support to management on
required disclosures in accordance with the financial reporting framework along with the
adoption of the new accounting standards in 2024.

Financial statement presentation - form,

arrangement, and content

No matters to report

Concerns regarding application of new
accounting pronouncements

No matters to report
Significant qualitative aspects of financial

statement presentation and disclosure

KiAG 1
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Specifictopics

We have highlighted the following that we would like to bring to your attention:

Finding

lllegal acts, including noncompliance with laws and regulations, or fraud No matters to report
Other information in documents containing the audited financial statements Not applicable

Significant difficulties encountered during the audit No matters to report
Difficult or contentious matters for which the auditor consulted No matters to report
Management’s consultation with other accountants No matters to report
Disagreements with management No matters to report
Related parties No matters to report
Significant issues in connection with our appointment or retention No matters to report
Other matters that are relevant matters of governance interest No matters to report

KiAG 2
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Audit misstatements

As noted previously in our report, materiality for fiscal 2024 was set at $760,000 which translated into an audit misstatement posting threshold of $38,000. As such, all misstatements
identified during the audit greater than $38,000 have been recorded on our summary of adjustments and differences.

Adjustments and differences identified during the audit have been categorized as “Corrected adjustments” or “Uncorrected differences”. These include disclosure adjustments and
differences.

Professional standards require that we request of management and Council that all identified adjustments or differences be corrected, if any.

e m = m e e e e e e e e e e e e e e e e e e e e e e e - — - - — -

|
| Impact of uncorrected misstatements

I We did not identify any differences that remain uncorrected
|

U= S S S S S S S S S B S B B B B B B B B B B B B B B B B B B S B B B B B B e B B e e e e .

I Impact of corrected misstatements

|
|
| We did identify misstatements that were corrected by management. Please see the management representation letter in |
| Appendix 1 of this report for more detail. |

|

KiAG 2
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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 Town’s preparation of the financial statements in order to design audit procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on the financial statements, but not for the purpose of expressing an opinion on ICFR.

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

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

A deficiency in internal control over financial reporting

A deficiency exists when the design or operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to
@ prevent or detect misstatements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the control objective is missing or (b) an existing

control is not properly designed so that, even if the control operates as designed, the control objective would not be met. A deficiency in operation exists when a

properly designed control does not operate as designed, or when the person performing the control does not possess the necessary authority or competence to perform

the control effectively.

Significant deficiencies in internal control over financial reporting

A deficiency, or a combination of deficiencies, in internal control over financial reporting that, in our judgment, is important enough to merit the attention of those charged
with governance. We have not identified a significant deficiency in internal control over financial reporting. We identified certain other observations.

KiAG 2
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Independence

Statement of compliance

We confirm that, as of the date of this communication, we are
independent of the Town in accordance with the ethical
requirements that are relevant to our audit of the financial
statements in Canada.

As a firm, we are committed to being and being seen to be independent. We have strict rules and
protocols to maintain our independence that meet or exceed those of the IESBA Code' and CPA
Code. The following are the actions or safeguards applied to reduce or eliminate threats to an

acceptable level:

Process for reporting breaches
of professional standards and
policy, and documented
disciplinary policy

Dedicated ethics &
independence partners

|

|

I

|

|

I

|

|

|
International proprietary system I
Ethics, independence and used to evaluate and document l
integrity training for all staff threats to independence and those |
|

I

|

|

|

|

I

|

|

I

arising from conflicts of interest

Operating polices,

procedures and guidance
contained in our quality &
risk management manual

Mandated procedures for
evaluating independence of
prospective audit clients

Annual ethics and
independence confirmation for
staff

Restricted investments
and relationships

©00FC
@000

1 International Ethics Standards Board for Accountants’ International Code of Ethics for Professional Accountants (including International Independence Standards)

KiAG z
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Appendix 1: Other required communications

Engagement terms CPAB communication protocol

A copy of the engagement letter and any subsequent amendments has been The reports available through the following links were published by the Canadian
provided to management. Public Accountability Board to inform Audit Committees and other stakeholders
about the results of quality inspections conducted over the past year:

*  CPAB Audit Quality Insights Report: 2022 Annual Inspections Results
¢ CPAB Audit Quality Insights Report: 2023 Interim Inspections Results

* CPAB Regqulatory Oversight Report: 2023 Annual Inspections Results
¢« CPAB Audit Quality Insights Report: 2024 Interim Inspections Results

KiAG z


https://cpab-ccrc.ca/docs/default-source/inspections-reports/2022-annual-inspections-results-en.pdf?sfvrsn=5999936c_22
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2023-interim-inspections-results-en.pdf?sfvrsn=4b9cb4ed_23
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2023-annual-inspections-results-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2024-interim-inspections-en.pdf
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Appendix 1a: Draft auditor's report

INDEPENDENT AUDITOR’S REPORT

To the Members of Council, Inhabitants and Ratepayers of the Town of Carleton Place

Status Specific Topics  Misstatements

Opinion

We have audited the financial statements of the Corporation of the Town of Carleton Place (the “Entity”), which comprise:

* the consolidated statement of financial position as at December 31, 2024

« the consolidated statement of operations and accumulated municipal equity for the year then ended
* the consolidated statement of changes in net financial assets for the year then ended

* the consolidated statement of cash flows for the year then ended, and

* notes to the financial statements, including a summary of significant accounting policies

(Hereinafter referred to as the “financial statements”).

Control .
Deficiencies Independence [AVeJollgle[[e=H] @

In our opinion, the accompanying financial statements, present fairly, in all material respects, the financial position of the Entity as at December 31, 2024, and its
results of operations and its cash flows for the year then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards are further described in the

“Auditor’s Responsibilities for the Audit of the Financial Statements” section of our auditor’s report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of the financial statements in Canada and we have fulfilled

our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

26
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Appendix 1a: Draft auditor's report (continued)

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian public sector accounting standards, and
for such internal control as management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’s ability to continue as a going concern, disclosing as applicable, matters
related to going concern and using the going concern basis of accounting unless management either intends to liquidate the Entity or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing
standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain professional skepticism
throughout the audit.

We also:

* |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.
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Appendix 1a: Draft auditor's report (continued)

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Entity's internal control.

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

» Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the Entity's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Entity to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

« Communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

» Plan and perform the group audit to obtained sufficient appropriate audit evidence regarding the financial information of the entities or business units within the
group as a basis for forming an opinion on the group financial statements. We are responsible for the direction, supervision and review of the audit work performed
for the purposes of the group audit. We remain solely responsible for our audit opinion.

Chartered Professional Accountants, Licensed Public Accountants
Perth, Canada
(Date)
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Appendix 1b: Management representation letter

iLetterhead of Client)

KPMG LLP

22 Wilson Street West
Perth, ON K7TH 2M3
Canada

May 6, 2025

We are writing at your request to confirm cur understanding that your audit were for the purpose of
exprassing an opinion on the financial statements (hersinafter referred to as “financial statements”)
of the Corporation of the Town of Carleton Place (“the Entity”) as at and for the period ended
December 31, 2024.

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 alzo confirm that, to the best of our knowledge and belief, having made such inquiries as we
congsidered 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
January 17, 2025 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 reporiing framework.

b

=3

providing you with all information of which we are aware that iz relevant to the
preparation of the financial statements (“relevant information™), such as fimancial
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 Council and committees of Council
that may affect the financial statements. All significant actions are included in such
SUMMaries.

[3
d

providing you with unrestricted access to such relevant information.

-

providing you with complete responses to all enguiries made by you during the
engagement.

e

—

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

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

=3

g} such intemal control as we detemmined is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
ermor. We also acknowledge and understand that we are responsgible for the design,

implementation and maintenance of intermal 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 intermal auditors providing direct assistance to you, if any, were instructed
to follow your instructions and that we, and others within the entity, did not intervene in
the work the intemal auditors performed for you.

Infernal control over financial reporting:

2)  We have communicated to you all deficiencies in the design and implementation or
maintenance of intermnal control over financial reporting of which we are aware.

Fraud & non-compliance with laws and reguiafions:
3) We have disclosed to you:

a) the resulis 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:
— managament;
— employees who have significant roles in intemal 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 employses, analysts,
regulators, short sellers, or others.

d) all known ingtances of non-compliance or suspected non-compliance with laws and
regulations, including all aspects of contractual agreements or illegal acts, 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.

fi  We have disclosed to you all information regarding investigations into possible fraud
and/or non-cempliance or suspected non-compliance with laws and regulations,
including illegal acts, that we have undertaken at our discretion and completed,
including the results of such investigations, and the resolution of the matters, if any,
identified in such investigations.

Subsequent evenis:

4) Al events subsequent to the date of the financial statements and for which the relevant
financial reporting framework requires adjustment, or disclosure, in the financial statements
have been adjusted or disclosed.

FRelated parfies:
51 We have disclosed to you the identity of the Entity's related parties.

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

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

Appendices @
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] ] ]
|
Estimates:
8)  The methods, the data and the significant assumptions used in making accounting Attachment | = Definitions
estimates, and their related disclosures are appropriate to achieve recognition, o
measurement or disclosure that is reasonable in the context of the applicable financial Materiality
reporting framework.. Certain representations in this letter are described as being limited to matters that are material.
Going concem: Information is matenal if omitting, misstating or chscuring it could reasonably be expected to
9)  We have provided you with all information relevant to the use of the going concem influence the economic decisions of users taken on the basis of the financial statements.
assumption in the financial statements. Judgments about materiality are made in light of sumounding circumstances, and are affected by
10) We confirm that we are not aware of material uncertainties related to events or conditions percepiion of the needs of, or the characteristics of, the users of the financial statements and, the
that may cast significant doubt upon the Entity's ability to continue as a going concem size or nature of 2 misstatement, or a combination of both while also considering the enfity’s own
’ circumstances.
Misstatements:
: N ) ) L Frawd & emor
11) We approve the commected misstatements identified by you during the audit described in i L . ) . 3 ) o
Attachment II. Fraudulent financial reporting involves intenfional misstatements including omissions of amounts or

disclosures in financial statements to deceive financial statement users.

Non-SEC registrants or non-reporfing issuers:
&g porting Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false

12) 'We confirm that the Entity is not a Canadian reporting issuer (as defined under any or misleading records or documents in order to conceal the fact that the assets are missing or have
applicable Canadian securities act) and is not a United States Securities and Exchange been pledged without proper authorization.
Commission (*SEC") lssuer (as defined by the Sarbanes-Oxley Act of 2002).

_ o ) ) AN efmor is an unintentional misstatement in financial statements, including the omission of an
13) We also confirm that the financial statements of the Entity will not be included in the group amount or a disclosure.

financial statements of a Canadian reporiing issuer audited by KPMG or an SEC lssuer
audited by any member of the KPMG organization.

Other:

14)  We confirm that we have provided you with a complete list of senvice organizations (S0)
and sub-service organizations {($30) and that the relevant complementary user entity
controls (CUECS) related to each SQ/SSO have been designed and implemented. For the
purpose of this representafion, a senvice organization is one as defined in CAS 402,

Yours very truly,
CORPORATION OF THE TOWN OF CARLETON PLACE

Diane Smithson, Chief Administrative Officer

Trisa McConkey, Treasurer
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Significant
Changes Results Practices

anagement representationletter (continued)

Risks and Policies and

Attachment ll - Summary of Audit Misstatements Schedule(s)

For the year ended December 31, 2024 — Summary of corrected audit misstatements:

Statement of Financial Position
effectl

" Municipal
Assets Liabilities  Equity
$ S

Audit misstatements greater than $38,000 individually
Dr. Leased Vehicle Liability - 260,509 - -
Cr. Matenials and services - —  (260,509) (260,509)
To adjust lease liability.
Dr. Cash 204,297 - - -
Cr. Accounts payable and accrued liabiliies - (204,297) - -
To reclassify the payroll accrual.

TOTAL CORRECTED AUDIT MISSTATEMENTS 204297 56,212 (260,509)

1 Debit (Credit)

Specific Topics  Misstatements

Control
Deficiencies

Independence A oJolslgfelle=Y @
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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 and how every
partner and staff member contributes to its delivery.

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 (including
International Independence Standards) issued by the International Ethics Standards Board for
Accountants (IESBA) and the relevant rules of professional conduct / code of ethics applicable to
the practice of public accounting in Canada, which apply to professional services firms that perform
audits of financial statements. Learn more about our system of quality management and our firm’s
statement on the effectiveness of our SoQM:

o KPMG Canada Transparency Report

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

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

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

KPMG

Live our
culture
and values

. Monitor ..

Nurture ‘ Perform quality Embrace digital

diverse skilled
teams . engagements i technology

" Remediate -

Apply
expertise and
knowledge

Doing the right thing. Always.
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Appendix 2: Audit quality - Indicators (AQIS)

The objective of these measures is to provide Council and management with more in-depth information about factors that influence audit quality within an audit process. Below you will
find the current status of the AQls that are relevant for the audit.

(2) o\
m Audit team composition O Technology in the audit O Independence
/ ——

» Experience, commitment and knowledge * Increase in use of technology in the audit *  We will not put ourselves in a situation where
of municipal governments year over year we would audit our own work.

» A combination of continuity and fresh * Use of secure KPMG portal for transfer *  We apply the most rigorous standards to our
perspectives of electronic documents professional services in order to ensure our

. . continued independence in our role.
» Access to specialist resources with

public sector experience

Client preparedness O Council

Nothing to report

* Key financial records and working «  Council participate fully in the discussion Some matters to report

papers were made available to the audit with auditors
team on the first day of audit

Specific matters to report
+  KPMG provides current industry trends
« KPMG completed the preparation of the and updates to accounting and audit

financial statements, ensuring the standards

appropriate safeguards were in place to

mitigate any independence conflict

KinG <
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Appendix 3: Audit and assurance insights

Our latest thinking on the issues that matter most to Audit Committees, Councils and management.

KPMG Audit & Assurance Insights

Sustainability Reporting

Curated research and insights for audit
committees and boards.

Board Leadership Centre

Leading insights to help board members
maximize boardroom opportunities

Current Developments

Series of quarterly publications for Canadian
businesses including Spotlight on IFRS, Canadian
Assurance & Related Services, Canadian Securities
Matters, and US Outlook reports.

Resource centre on implementing the new
Canadian reporting standards

IFRS Breaking News

A monthly Canadian newsletter that provides the latest
insights on accounting, financial reporting and
sustainability reporting.

challenges and leading practices shaping Finance

Finance Committee Guide — Canadian Edition
‘ A practical guide providing insight into current
Committee effectiveness in Canada.

Accelerate 2025
The key issues driving the Finance Committee

Insights - KPMG Canada ‘

agenda in 2025.
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https://kpmg.com/ca/en/home/insights/2021/05/audit-assurance-insights.html
https://kpmg.com/ca/en/home/market-insights/board-leadership.html
https://kpmg.com/ca/en/home/insights/2020/11/current-developments.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://kpmg.com/ca/en/home/services/environmental-social-and-governance/reporting/cssb-sustainability-reporting.html
https://kpmg.com/ca/en/home/services/audit/ifrs-international-financial-reporting-standards/ifrs-breaking-news.html
https://kpmg.com/ca/en/home/insights.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html

KPMG

inlX[2/Q

https://kpmg.com/ca/en/home.html

© 2025 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. The KPMG name and logo are trademarks used under license by the
independent member firms of the KPMG global organization.
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