University of Alberta Students’ Union

UNIVERSITY OF ALBERTA ) AUDIT
) STUDENTS UNION COMMITTEE

Tuesday, July 3, 2018
5:00pm
SUB 0-55

We would like to respectfully acknowledge that our University and our Students’ Union are located on Treaty 6 Territory.
We are grateful to be on Cree, Dene, Saulteaux, Métis, Blackfoot, and Nakota Sioux territory; specifically the ancestral
space of the Papaschase Cree. These Nations are our family, friends, faculty, staff, students, and peers. As members of the
University of Alberta Students’ Union we honour the nation-to-nation treaty relationship. We aspire for our learning,
research, teaching, and governance to acknowledge and work towards the decolonization of Indigenous knowledges and
traditions.

AGENDA (AC-2018-02)
2018-02/1 INTRODUCTION

2018-02/1a Call to Order
2018-02/1b Approval of Agenda
2018-02/1c  Approval of Minutes
2018-02/1d Chair’s Business

2018-02/2 QUESTION/DISCUSSION PERIOD

2018-02/3 COMMITTEE BUSINESS

2018-02/3a PALINDAT MOVES to allow the 2018 KPMG Audit Planning Report.

See AC-2018-02.01.

2018-02/3b Executive Committee/Sr. Manager, Financial Statement(s) Review

Paper copies will of these statements will be provided at the meeting.

2018-02/4 INFORMATION ITEMS

2018-02/4a AC-2018-01, Minutes - June 5, 2018.

See AC-2018-02.01.

2018-02/4b KPMG 2018 Audit Planning Report.

See AC-2018-02.01.

2018-02/5  ADJOURNMENT




2018-02/5a Next Meeting: August 14, 2018 @ 5:00PM in SUB 0-55.



AC-2018-02.01

University of Alberta Students’ Union

UNIVERSITY OF ALBERTA ) AUDIT
) STUDENTS UNION COMMITTEE

Tuesday, June 5,2018
5:00pm
SUB 0-55

We would like to respectfully acknowledge that our University and our Students’ Union are located on Treaty 6 Territory.
We are grateful to be on Cree, Dene, Saulteaux, Métis, Blackfoot, and Nakota Sioux territory; specifically the ancestral
space of the Papaschase Cree. These Nations are our family, friends, faculty, staff, students, and peers. As members of the
University of Alberta Students’ Union we honour the nation-to-nation treaty relationship. We aspire for our learning,
research, teaching, and governance to acknowledge and work towards the decolonization of Indigenous knowledges and

traditions.
ATTENDANCE
SUBMISSION OF
NAME PROXY PRESENT | WRITTEN FEEDBACK
(IF ABSENT)
Connor Palindat (Chair) Y
David Chung N
Brandi Kobes Kara Farris Y
Rowan Ley Y
Luke Statt Y
Jimmy Thibaudeau Y

AGENDA (AC-2018-01)
2018-01/1 INTRODUCTION

2018-01/1a Call to Order
PALINDAT: Called the meeting to order at 5:02PM.

2018-01/1b Approval of Agenda
THIBAUDEAU/AGARWAL MOVED to approve the agenda.
3/0/1 - CARRIED

2018-01/1c  Approval of Minutes
THIBAUDEAU/PALINDAT MOVED to approve the minutes of AC-2018-00-M.
2/0/2 - CARRIED

2018-01/1d Chair’s Business

2018-01/1e Allocation of Audit



2018-01/1f

2018-01/2
2018-01/3

2018-01/4

PALINDAT: Released the 2018/2019 Audit Distribution and Status Document to
the Committee. Noted that KPMG will attend the next meeting to present the plan
for the annual audit, which will conclude in November, and will reviewed by the
Committee and Council thereafter. Assigned audit areas to the Committee
accordance with the Document. Asked members to track their audit progress (eg.
in progress, completed, etc) using the Document. Determined allocate the Fall and
Winter audit areas in August. Noted that the Committee will review April, May,
and June Executive Mastercard statements in July. Requested that members
prioritise audits involving residence associations, rather than faculty associations,
as residence associations collect fees.

Explanation of the Audit Process

PALINDAT: Anticipated that members will receive budgets to audit in July and
August. Explained that members (1) select an individual line of a given budget to
audit and subsequently (2) receive and total the constituent receipts for the line
in question and finally (3) cross-reference their total with the stated total
checking for concurrence.

THIBAUDEAU: Emphasised that the rationale for a given expenditure is irrelevant
as the Committee only checks for embezzlement.

PALINDAT: Noted that he normally audits expenditure relating to office supplies
and events.

AGARWAL: Inquired into whether the Committee audits student groups.

PALINDAT: Responded that student groups are not regularly audited by the
Committee. Added that the Committee is empowered to request monthly profit
and loss statements from any SU department. Noted that Committee proxies must
sign non-disclosure agreements.

STATT: Requested profit and loss statements for every Students’ Union
department. Requested, in specific, a profit and loss statement for the Students’
Union Building.

THIBAUDEAU: Inquired into the procedure associated with uncovering a
budgetary inconsistency.

PALINDAT: Responded that members should contact him after discovering a
budgetary inconsistency. Advised against contacting the parties subject to an
audit which identified an inconstancy.

QUESTION/DISCUSSION PERIOD

COMMITTEE BUSINESS

INFORMATION ITEMS




2018-01/4a AC-2018-00, Minutes - May 8, 2018.

See AC-2018-01.01.

2018-01/5  ADJOURNMENT

2018-01/5a Next Meeting: July 3,2018 @ 5:00PM in SUB 0-55.

PALINDAT: Adjourned the meeting at 5:19pm.

SUMMARY OF MOTIONS

MOTION

VOTES

THIBAUDEAU/AGARWAL MOVED to approve the
agenda.

3/0/1 - CARRIED

THIBAUDEAU/PALINDAT MOVED to approve the
minutes of AC-2018-00-M.

2/0/2 - CARRIED




AC-2018-02.02




The contacts at KPMG in
connection with this report
are:

John Stelter, FCPA, FCA
Engagement Partner

Tel: 780.429.6511
jstelter@kpmg.ca

Kirstin Dechant, CPA, CA
Senior Manager

Tel: 780.429.6056
kdechant@kpmg.ca
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At KPMG, we are passionate about earning your trust. We take deep
personal accountability, individually and as a team, to deliver
exceptional service and value in all our dealings with you.

At the end of the day, we measure our success from the only
perspective that matters — yours.
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EXecutive summar

What is an audit?

An audit involves inspecting the SU’s records and accounts to provide an opinion
on whether the financial statements are fairly stated in accordance with Canadian
Accounting Standards for Not-For-Profit Organizations. The overall objective of
an audit is to obtain reasonable assurance whether the financial statements as a
whole are free from material misstatement.

Audit testing responses to audit risk (i.e. the risk that financial statements are
materially misstated and the audit does not detect this), and audit procedures are
designed to reduce audit risk to an acceptably low level.

Audit materiality

Materiality is a concept or convention within auditing relating to the
importance/significance of an amount, transaction or discrepancy within financial
statements.

Materiality has been determined based on prior year revenues for the SU. We
have determined materiality to be $617,000 for the year ending April 30, 2018
(2017 - $580,000).

Materiality has been determined based on prior year assets for the Students’
Involvement and Endowment Foundations (“SIEF”). We have determined
materiality to be $110,000 for the year ending April 30, 2018 (2017 - $100,000).

Effective communication

We are committed to transparent and thorough reporting of issues to senior
management and the Audit Committee.

Areas of audit focus

Our audit is risk-focused. In planning our audit we have taken into account key
areas of focus. These include:

— Cash and inventory;

— Investments and investment income;

— Deferred revenue and deposits;

— Capital assets and amortization;

— Accounts payable and accrued liabilities;
— University of Alberta loan payable;

— Student fees;

— Departmental revenues;

— Departmental expenses; and

— Risk of management override of controls.

Current developments

There are no new relevant accounting or auditing changes to be brought to your
attention at this time.

Independence

We are independent and have extensive quality control and conflict checking
processes in place. We provide complete transparency on all services and follow
Audit Committee approved protocols.

This Audit Planning Report should not be used for any other purpose or by anyone other than the Audit Committee. KPMG shall have no responsibility or liability for loss or
damages or claims, if any, to or by any third party as this Audit Planning 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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Auditmaterality (the oU

The determination of materiality requires professional judgment and is based on a combination of quantitative and qualitative assessments including the nature of account
balances and financial statement disclosures.

The first step is the determination of the amounts used for planning purposes as follows:

deh?:rtririlr?gttiyon Comments Amount
Metrics Relevant metrics include revenues or expenditures, program costs and fund balances.
Benchmark Based on total revenues from the prior year. This benchmark is consistent with the prior year. $20,573,000
Materiality Determined to plan and perform the audit and to evaluate the effects of identified misstatements on ~ $617,000

the audit and of any uncorrected misstatements on the financial statements. The corresponding
amount for the prior year’s audit was $580,000.

% of Benchmark The corresponding percentage for the prior year's audit was 3%. 3%

Performance materiality Approximately 75% of materiality, and used primarily to determine the nature, timing and extent of $462,000
audit procedures. The corresponding amount for the prior year's audit was $435,000.

Audit Misstatement Posting Threshold used to accumulate misstatements identified during the audit. The corresponding amount  $30,000
Threshold (AMPT) for the previous year's audit was $29,000.

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 quantitative and qualitative factors.
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Auditmaterality (the oler

The determination of materiality requires professional judgment and is based on a combination of quantitative and qualitative assessments including the nature of account
balances and financial statement disclosures.

The first step is the determination of the amounts used for planning purposes as follows:

deh?:rtririlr?gttiyon Comments Amount
Metrics Relevant metrics include total assets, fund balances and expenditures.
Benchmark Based on total assets from the prior year. This benchmark is consistent with the prior year. $3,673,000
Materiality Determined to plan and perform the audit and to evaluate the effects of identified misstatements on ~ $110,000

the audit and of any uncorrected misstatements on the financial statements. The corresponding
amount for the prior year’s audit was $100,000.

% of Benchmark The corresponding percentage for the prior year's audit was 3%. 3%

Performance materiality Approximately 75% of materiality, and used primarily to determine the nature, timing and extent of $82,000
audit procedures. The corresponding amount for the prior year’s audit was $75,000.

Audit Misstatement Posting Threshold used to accumulate misstatements identified during the audit. The corresponding amount  $5,000
Threshold (AMPT) for the previous year's audit was $5,000.

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 quantitative and qualitative factors.
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84S O aUCIT10CUS

Inherent risk is the susceptibility of an assertion related to a significant account or disclosure to a misstatement which could be material, individually or when aggregated
with other misstatements, assuming that there are no related controls.

Our assessment of inherent risk is based on various factors, including the size of the balance, its inherent complexity, the level of uncertainty in measurements, as well as
significant external market factors or those particular to the internal environment of the enti

Areas of focus Relevant asserti r audit approach

Cash and inventory Completeness, existence —  External confirmation of year-end cash balances;

and accurac I . .
4 — Vouch reconciling items to supporting documentation; and

— Attend year-end inventory counts, including performing a cash count.

Investments and Completeness, existence, — External confirmation of year-end balances and investment income;
investment income accuracy and valuation . . . .
— Perform substantive analytical procedures over investment income;
— Recalculate of gains/losses; and

— Assess any investments for indicators of impairment.

Deferred revenue and Completeness, existence — Agree additions in the year to supporting documentation to ensure deferral is appropriate; and

deposits and accuracy . i i .
— Agree deferred revenue recognized in the year to supporting documentation to ensure that revenue

recognition criteria has been met.

Capitgl assets and Completeness, existence — Agree additions/dispositions to supporting documentation and recalculate any gain/loss; and
amortization and accuracy N .
— Recalculate the amortization of capital assets.
Accounts payable and  Completeness, existence —  Perform a search for unrecorded liabilities; and
accrued liabilities and accuracy o ) .
— Vouch accrued liabilities to supporting documentation.
University of Alberta Completeness, existence, —  Confirmation of year-end loan balance with the University of Alberta;
loan payable accuracy and presentation

— Recalculate current and long-term portion;
— Recalculate any accrued interest.
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8aS Of audit focus (continued

Areas of focus Relevant assertions Our audit approach

Student fees Completeness, existence —  Confirmation of student fees with the University of Alberta; and

and accurac . .
4 — Perform substantive analytical procedures over student fees.

Departmental revenues ~ Completeness, existence, — Perform substantive analytical trend analysis over revenues disaggregating by month;

accuracy and presentation ) . o
— Perform substantive analytical procedures over key operating lines;

— On a sample basis, vouch individual revenue transactions to supporting documentation.

Departmental expenses ~ Completeness, existence — Perform substantial analytical procedure over each category of expense; and

and accurac
y — Perform gross margin analysis by key operating lines.

Salarigs, wages and Completeness, existence — Perform substantial analytical procedures over salaries, wages and benefits.
benefits and accuracy
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BaS Of auditTocUS (continued

Professional standards presume the risk of fraudulent revenue recognition and the risk of management override of controls exist in all companies.

The risk of fraudulent revenue recognition can be rebutted, but the risk of management override of control cannot, since management is typically 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.

Professional
requirements

Fraud risk from
revenue recognition

This is a presumed fraud risk.

We have rebutted this risk for the SU
and SIEF as they are not high public
profile entities and there are no
significant third party expectations in
relation to revenue. Revenue is
relatively simple to recognize and does
not involve elements of significant
judgement. As a result, we have not
identified a risk of material
misstatement of revenue due to
fraudulent financial reporting by
management.

Our audit approach

As the risk has been rebutted, our audit methodology in relation to revenue is limited to analytical
procedures and testing of significant inflows.

Risk of management
override of controls

This is a presumed fraud risk.

We have not identified any specific
additional risks of management
override relating to this audit.

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 estimates and evaluating the business
rationale of significant unusual transactions.
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In determining the fees for our services, we have considered the nature, extent and timing of our planned audit procedures as described above.

Our fee analysis has been reviewed with and agreed upon by management.
Current year (budget) Prior year (actual)

Our fees are estimated as follows:

Audit of the SU annual financial statements $36,000 $35,000
Preparation and filing of the corporate income tax return for the SU $1,000 $1,000
$5,000 $4,800

Audit of the SIEF annual financial statements

Matters that could impact our fee

The proposed fees outlined above are based on the assumptions described in the engagement letter.
The critical assumptions, and factors that cause a change in our fees, include:
Significant changes in the nature or size of the operations beyond those contemplated in our planning processes;

Changes in professional standards or requirements arising as a result of changes in professional standards or the interpretation thereof;

— Changes in the time of our work.
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Audit Cycle and imetabie

Our key activities during the year are designed to achieve our one principal objective:

® To provide a robust audit, efficiently delivered by a high quality team focused on key issues.

Our timeline is in line with prior year, to avoid any last minute surprises.

Audit plan discussion: July 2018

Planning

Interim
fieldwork

Final fieldwork: August 13 — 24, 2018
Closing meetings:

Strategy Ongoing

Audit strategy discussions communicatioq with e . . .
based on debrief of audit: Board/Audit Audit findings discussion with management:
) Committee and Senior August 2018

Ongoing Management Final
fieldwork Audit findings discussion with Audit Committee:

and September 2018
reporting

Debrief

Statutory / Other
Reporting

Issuance of audit report on SU and SIEF financial
statements: September 2018



Appendices
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Appendix 1: Engagement letter

Appendix 2: Audit quality and risk management

Appendix 3: KPMG’s audit approach and methodology

Appendix 4: Required communications
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Appendix 1. Engagement Ietter
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KPMG LLP

2200, 10175 101 Street
Edmonton Alberta T5J OH3
Canada

Tel (780} 429-7300

Fax (780) 429-7379

PRIVATE & CONFIDENTIAL

Mr. Marc Dumouchel
General Manager

The Students’ Union, The University of Alberta

Suite 2-900, Students' Union Building
8900-114 Street

Edmonton, Alberta T6G 2J7

April 6, 2018

Dear Sir:

The purpose of this letter is to outline the terms of our engagement for the The Students’
Union, The University of Alberta and its subsidiaries (the "Entity"). We will issue reports
on the financial statements of the Entity commencing for periods ending as follows:

Endowment Foundation

Entity Period end Report Tax
Compliance
1" | The Students' Union, The April 30, 2018 Audit Canada
University of Alberta
2 | Students’ Involvement April 30, 2018 Audit N/A

This letter supersedes our previous letter to the Entity dated April 6, 2018.

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



[“"1']" ”'}_{"'15“ “|  The Student Union. The University of Alberta
)

KPMG April 6, 2018

AUDIT ENGAGEMENTS
FINANCIAL REPORTING FRAMEWORK FOR THE FINANCIAL STATEMENTS

The annual financial statements will be prepared and presented in accordance with
Canadian accounting standards for not-for-profit organizations (hereinafter referred to as
the "financial reporting framework"}.

The annual financial statements will include an adequate description of the financial
reporting framework (hereinafter referred to. as the *financial statements” or “annual
financial statements™).

MANAGEMENT'S RESPONSIBILITIES

Management responsibilities are described in Appendix — Management's
Responsibilities.

An audit does not relieve management or those charged with governance of their
responsibilities.

AUDITORS’ RESPONSIBILITIES

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

If management does not fulfill the responsibilities above, we cannot complete our audit.
AUDITORS' DELIVERABLES

The expected form and content of our report(s} is provided in Appendix — Expected Form
of Report. However, there may be circumstances in which a report may differ from its
expected form and content.

In addition, if we become aware of information that relates to the financial statements
after we have issued our audit report , but which was not known to us at the date of our
audit report, and which is of such a nature and from such a source that we would have
investigated that information had it come to our attention during the course of our audit.
we will. as soon as practicable: (1) communicate such an occurrence to those charged
with governance: and (2) undertake an investigation to determine whether the information
is reliable and whether the facts existed at the date of our audit report. Further,
management agrees that in conducting that investigation, we will have the full
cooperation of the Entity's personnel. If the subsequently discovered information is found
to be of such a nature that: (a) our audit report would have been affected if the
information had been known as of the date of our audit report; and (b) we believe that the
audit report is currently being retied upon or is likely to be relied upon by someone who
would attach importance to the information, appropriate steps will be taken by KPMG and
appropriate steps wili also be taken by the Entity to prevent further reliance on our audit
report.

Such steps include, but may not be limited to. appropriate disclosures by the Entity to the
users of the financial statements and audit report thereon of the newly discovered facts
and the impact to the financial statements.



The Student Union, The University of Alberta
April 6, 2018

INCOME TAX COMPLIANCE AND ADVISORY SERVICES

This letter details the tax compliance and general tax advisory services to be provided to
The Students’ Union, The University of Alberta and its above listed subsidiaries (the
"Entity") for the 2018 calendar year and in the future. If there ares tax services to be
delivered outside the scope of those described in this letter, we will require a separate
engagement letter for those services.

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

Tax compliance services

We will prepare federal and provincial income tax returns for the Entity from the
information you submit to us. We will not audit or independently verify the data you
provide for the preparation of the retums. However, we may ask for clarification of some
of the information. We will also determine the estimated income tax installments for the
Entity for the following taxation year.

If we are electronically filing your corporate tax return we will be sending you a copy of
federal Form T183 “Information Return for Corporations Filing Electronically” as well as
Alberta Form "Authorization to Electronically File Alberta Corporate Income Tax Return”
for your review and signature. Please note that we will not electronically file your returns
until we receive back the signed copies of both of these forms. The signed copies of
Form T183 and Alberta Form may be sent electronically.

The T1135 Return must be completed if at any time during 2018 the total cost of all
specified foreign property you owned or held a beneficial interest in was more than
Cdn$100,000. The T1135 Returmn will now involve significant data gathering by you in
order to provide us with the information required to complete the form. The T1135
Return must be filed on or before the due date of your income tax retumn or in the case of
a partnership that is required to file a T1135 Return, the due date of the partnership
return. The implications of late filing and/or failure to properly report foreign property on
the T1135 Return are substantial. They include significant penalties and an increase to
the normal reassessment period of your entire income tax return by an additional 3

years.

Our engagement with respect to tax compliance and general tax advisory services,
cannot be relied on to uncover errors or irregularities in the underlying information
incorporated in the tax returns, should any exist. However, we will inform you of any
such matters that come to our attention. Because management has ultimate
responsibility for the tax returns including any significant judgments made, please have
the appropriate corporate officer review the returns before signing and filing them.,

All returns are subject to examination by the tax authorities. In preparing the returns, we
rely on your representations and that you understand and have complied with the
documentation requirements for all expenses and deductions. You should retain
originals of all documents and records as, in the event of an examination, you may be
asked to produce documents, records or other evidence to substantiate the items of
income and deduction shown on the tax returns. KPMG does not retain copies of any
documentation. If an examination occurs, we will be available, on request, to assist you.
Such additional services are not included in the fees specified in this letter.
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April 6, 2018

General tax advisory services

Our taxadvice generally falls under one of the following situations:

1. On an ongoing basis, we will provide advisory services of a general hature relating
to various income. capital, payroll and indirect tax matters as they arise. This type
of service generally arises on a periodic basis as a result of preliminary inquiries
made by you. In rendering these services. it is important to recognize that the
advice provided is dependent on the detail of the information provided and the
environment in which it is rendered. When professionai judgment suggests written
confirmation of the facts and advice is necessary. we will draft the appropriate
correspondence to ensure the appropriate standard of care is met by ail parties.

2. Periodically. you will seek detailed advice from us in connection with a specific
transaction or undertaking you are contemplating. In such a situation, our advice
will be based on the information provided to us. 1t is the responsibility of the Entity to
ensure we are provided with all the information necessary in order for us to render
the advice sought. Our tax advice will most likely be communicated to you, or your
designate. in writing.

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

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

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

FEES

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

* k * * % % % &k %

We are available to provide a wide range of services beyond those outlined above.
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The Student Union, The University of Alberta
April 6, 2018

Additional services are subject to separate terms and arrangements.

We are proud to serve the Entity and we appreciate your confidence in our work. We
shall be pleased to discuss this letter with you at any time. If the arrangements outlined
are in accordance with the Entity's requirements and if the above terms are acceptable
to the Entity, please sign the duplicate of this letter in the space provided and return it to
us within 30 days.

Yours very truly,

Kims 42
=

John Stelter, FCPA, FCA

780-429-6511

Partner, responsible for the engagement and its performance, and for the report that is
issued on behalf of KPMG LLP, and who, where required, has the appropriate authority

from a professional, legal or regulatory body

Enclosure
cc: Audit Committee

The terms of the engagement for The Students’ Union, The University of Alberta set out
are as agreed:

[y T sy T M b,
Name and Title

Ay \C_:-i \ G
Date (DDMM/YY)
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Date (DD/MM/YY)




The Student Union. The University of Alberta
April 6, 2018

AUDIT ENGAGEMENTS

Appendix - Management's Responsibilities

Management acknowledges and understands that they are responsible for;

(@)
(b}

{c)
(d)
{e)

{9)

(h)

the preparation and fair presentation of the financial statements in accordance with
the financial reporting framewaork referred to above

providing us with access to all information of which management is aware that is
relevant to the preparation of the financial statements 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 and
including 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
providing us with additional information that we may request from management for
the purpose of the engagement

providing us with unrestricted access to persons within the Entity from whom we
determine it necessary to obtain audit evidence

such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement,
whether due to fraud or error. Management also acknowledges and understands
that they are responsible for the design, implementation and maintenance of internal
control to prevent and detect fraud

ensuring that all transactions have been recorded and are reflected in the financial
statements

providing us with written representations required to be obtained under professional
standards and written representations that we determine are necessary.
Management also acknowiedges and understands that, as required by professional
standards, we may disclaim an audit cpinion when management does not provide
certain written representations required

ensuring that internal auditors providing direct assistance to us, if any. will be .
instructed to follow our instructions and that management. and others within the
entity, will not intervene in the work the internal auditors perform for us
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The Student Union, The University of Alberta
April 8, 2018

AUDIT ENGAGEMENTS
Appendix - Auditor's Responsibilities

Our function as auditors of the Entity is:

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

o to report on the annual financial statements

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

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

» identify and assess risks of material misstatement, whether due to fraud or error, based
on an understanding of the Entity and its environment, including the Entity's internal
control. In making those risk assessments, we consider internal contro| relevant to the
Entity's preparation of the annual financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Entity's internal control

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

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

« communicate matters required by professional standards, to the extent that such
matters come to our attention, to the appropriate level of management, those charged
with governance and/or the board of directors. The form (oral or in writing} and the
timing will depend on the importance of the matter and the requirements under
professional standards
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The Student Union. The University of Alberta
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AUDIT ENGAGEMENTS

- Appendix - Expected Form of Report
INDEPENDENT AUDITORS' REPORT

To the President and Members of The Students' Union and The Students’ Union Council,
The University of Alberta.

We have audited the accompanying financial statements of {Entity name}, which
comprise the statement of financial position as at April 3¢, 2018, the statements of
cperations, changes in fund balances and cash fiows for the year then ended, and
notes. comprising a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Canadian accounting standards for not-for-profit
organizations, and for such internal control as management determines is necessary fo
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan
and perform an audit fo obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our
judgment, including the assessment of the risks of material misstatement of the financial
statements. whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances. but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects. the
financial position of (Entity name) as at April 30. 2018, and its results of operations and
its cash flows for the year then ended in accordance with Canadian acceunting
standards for not-for-profit crganizations.
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Appendix - Fees for Professional Services

The Entity and KPFMG agree to a fee based on actual hours incurred at mutually agreed-
upon rates for the audit. The estimated fee is $41,600 as at and for the year ended April
30, 2018, exclusive of disbursements and GST, and is comprised of the following:

Type Amount
The Students' Union, The University of Alberta | Basic Audit $ 35,700
Fee
Tax Return 1,000
Fee
Students' Involvement Endowment Fund Basic Audit 4,900
Fee
Total fees $ 41,600

The routine technology and support charge as described in the terms and conditions
(“Fee Arrangements”} shall be 7%.
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TERMS AND CONDITIONS FOR ASSURANCE ENGAGEMENTS
(PRIVATE COMPANY CLIENTS)

These Terms and Conditions are an integral part of the
azcompanying engagement letter or proposal from KPMG that
identifies the engagement to which they relate {and collectively
form the ‘Engagement Letter”). The Engagement iLetter
supersedes ali written or oral representations on this matter. The
term “Entity’ used hereir has the meaning set out in the
accompanying engagement letter or proposal. The term
“Management” used herein means the management of Entity.

1. DOCUMENTS AND LICENSES.

a. Al working papers, files and other Internal materials created or
produced by KPMG In relation to this engagement and all copyright
and intellectual property rights thereir are the property of KPMG.

b. Only in conrecticn with the services herein, £nfity hereby
granis to KPMG a limited, revocable, non-exclusive, non-
transferable, paid up and royalty-free license, withow right of
sublicerse, to use all logos, trademarks and service marks of
Entity solely for presentations or reports to Entity cr for internal
KPMG presentations and intranet sites. Furiher, Entity agrees that
KPMG may list Entity as a customer in KPMG's internal and
exterral marketing materials, including KPMG websites and social
media. indicating the general services rendered (e.g.. “Client is an
Audft, Adviscry, and/or Tax client of KPMG LLP'}.

2. ENTITY'S RESPONSIBILITIES.

a. Entity agrees that ail managemen: responsiblities will be
perfermed and al! management decisions will be made by Entity.
ang not by KPMG.

b. Entity's provision of documents and information to KPMG on a
timely basis is an Important factor in our ability to issue any reports
under this Engagement Letter. KPMG is not resporsibie Yor ary
consequences arising from Entity's failure tc deliver documents
and Infermation as required.

c. To the extent that KPMG personnel are on Entity's premises.
Entity wil take all reasonanie precautions for their safety,

d. Entty understands and ackrowledges that KPMG's
independerce may be impaired if any KPMG partner, employee cr
contracter accepts any offer of employment from Entity.

e. Except as reguired by applicable law or regulation, Entity shaft
keep confidental the terms of this Engagement Letter. and such
confidertial information shall not be distributed, published or made
available to any oirer person without KPMG's express written
permission,

f. Management agrees to premptly provide us with a copy of any
comment letter or request for information issued by any securties
or otner regutatary authority in respect of inforration on which
KPMG reported, including without limitation any continuous
disclosure filings.

3. FEE AND OTHER ARRANGEMENTS.

a. KPMMG's estimated fee is based in part on the quality of Entity's
records, the agreed-lpon level of preparation and assistance from
Entity's personnel, and adherence by Entity to the agreed-upon
trretable. KPMG's estimated fee aiso assumes that Entity's
financial statements andfor other financial information, as
applicable, are prepared in accordance with the relevant financial
reporting framework or the relevant criteria, as applicable, and that
there are no significant changes to the relevant financial reporting
framework or the relevant criteria, as applicable; no significant new
or changed accounting poilcies: no significant changes to interral
control; and no other significant issues. : .

b. Additicral ime may be Incurred for such matters as significant

issues. signficant unusual andfor complex transactions, informing
management about new professional standards. and any related
accounting advice. Where ‘hese matters arise and require
«pgearch. consultation and work beyond that Included in the
estimated fee. Entity and KPMG agree to revise the estimated fee.
Qur professional fees are also subject to an additional charge to
cover information technofogy infrastructure costs  and
administrative support of our client service personnel
Disbursements for items such as travel, accommodation and
meals will be charged based on KPMG's actusl disbursements.

¢. KPMG's invoices ave due and payable upon receipt. Amounts
overdue are subject to irterest. In order to avoid the possible
implication that unpaic fees might be viewed as creating a threat to
KPMG's independence, it is importart that <PMG's bills be paid
promptly when rendered. If a sftuation arises in which it may
appear that KPMG's independence is threatened because of
significant unpaid bills, KPMG may be prohibited from signing any,
appl:cable report and/or consent.

d. Fees for any other services will be biled separately from the
services described in this Engagement Letter and may be subject
to written terms and conditons supplemental to those in the
Engagement Letter.

e. Canadian Public Accountablity Board {"CPAB") participation
fees, when applicable, are charged to Entity based on the annual
fees levied by CPAB,

4. USE OF MEMBER FIRMS AND THIRD PARTY SERVICE
PROVIDERS; STORAGE AND USE OF INFORMATION.

a. KPMG is a member firm of the XPMG International
Cooperative (“KPMG International}. Entity acknowledges that in
connection with the provision of services hereunder, KPMG may
use the services of KPMG Internationai member firms. as well as
other third party service providers or subcontracters, and KPMG
shall be entfied to share with them ail documentation and
information reiated tc the engagement, including Entity's
cenficential information anc persoral information (Yinformation”).
KPMG may also: () directly. or using such aforementioned KPMG
international member firps. third party setvice providers or
subconfractors. perform data analytics in respect of the
information: and (i} retain and disclose to KPMG International
member firms the information to share best practices or for
knovtedge sharing purposes. In all such cases. such informaton
may be used, retained. processed. or stored outside of Canada by
suich KPMG International member firms. other third party service
providers or subcontractors, and may be subject to disclesure in
accordance with the laws applicatle in the iurisdiction it which the
information 's used, retained, processed or stored. which laws may
not provide the same level of protection for stch Information as will
Canadian laws. KPMG represents that such KPMG International
member firms, other third party service provigers or subcontractors
have agreed or shail agree to conditions of confidentiality with
respect to Entity's cenfidential information. and that KPMG is
responsible to ensure their compliance with those conditions. Any
services performed by KPMG International member firms or other
third party service providers or subcentractors shall be performed
tn accordance with the terms of this Engagement Letter. but KPMG
remains solely responsibie to Entity for the delivery of the services
hereunder. Entity agrees that any claims that may arise out of the
engagement wili be brought solely against KPMG, the contracting
party, and not against any other KPMG International member firms
or otner third party service providers or subcontraciors referred to
above.
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b. Certain information (including information relating to time,
billing and conflicts) collected by KPMG during the course of the
engagement may be used, retained, processed and stored oulside
of Canada by KPMG, KPMG International member firms or third
party service providers or subcontractors providing support
services to KPMG for administrative, technological and
clericalforganizational purposes, including [n respect of client
engagement acceptance procedures and malntaining engagement
profiles; and to comply with applicable law, regulation or
professional standards (including for quality performance reviews).
Such information may be subject to disclosure in accordance with
the laws applicable in the jurisdiction in which the information is
used, retained, processed or stored, which laws may not provide
the same level of protection for such information as will Canadian
laws. KPMG may also share information with its legal advisers and
insurers for the purposes of obtaining advice.

c. Entity acknowledges that KPMG aggregates anonymous
information from sources including the Entity for various purposes,
including to monitor quality of service, and Entity consents to such
use. KPMG may also use Entity's information to offer services that
may be of interest to Entity.

5. PERSONAL INFORMATION CONSENTS AND NOTICES.

KPMG may be required to collect, use and disclose personal
information about individuals during the course of the engagement,
Any collection, use or disclosure of personal information Is subject
to KPMG's Privacy Policy available at wwwkpmag.ca. Entity
represents and warrants that (i) it will obtain any consents required
to allow KPMG to coliect, use and disclose personal information in
the course of the engagement, and (i) it has provided nofice to
those individuals whose personal Information may be collected,
used and disclosed by KPMG hereunder of the potential
processing of such personal information outside of Canada (as
described in Section 4 above). KPMG's Privacy Officer noted In
KPMG's privacy policy is able to answer any individual's questions
about the collectlon of personal information required for KPMG 1o
deliver services hereunder.

6. THIRD PARTY DEMANDS FOR DOCUMENTATION AND
INFORMATION / LEGAL AND REGULATORY PROCESSES.

a. Entity on its own behalf hereby acknowledges and agrees to
cause its subsidiaries and affiliates o acknowledge that KPMG or
a foreign component auditor which has been engaged in
connection with an assurance engagement (“component auditor”)
may from time to time receive dermands from a third party (each, a
“third party demand"}, including without limitation (i) from CPAB or
from professional, securities or other regulatory, taxation, judicial or
governmental authorities (both in Canada and abroad), to provide
them with information and copies of documents in KPMG's or the
compenent auditor's files including (without limitation) working
papers and other work-product relating to the affairs of Entity, its
subsidiaries and affiliates, and (i) summons for production of
documents or Information related to the services provided
hereunder; which information and documents may contaln
confldential information of Entity, its subsidiaries or affiliates.
Except where prohibited by law, KPMG or its component auditor,
as applicable, will advise Entity or its affiliate or subsidiary of the
third party demand. Entity acknowledges, and agrees to cause its
subsidiaries and affiliates to acknowledge, that KPMG or its
compenent auditor, as applicable, will produce documents and
provide information in response to the third party demand, without
further authority from Entity, its subsidiarfes or afflliates.

b. KPMG will use reasonable efforts to withhold from production
any documentatien or information over which Entity asserts
priviliege.  Entity must identify any such documentation or
information at the time of its provision to KPMG by marking it as
“privileged”. Notwithstanding the foregoing, where disclosure of
such privilegaed documents s required by law, KPMG will disclose
such privileged documents. If and only if the authority requires
such access to such privileged documents pursuant to the laws of
a jurisdiction in which express consent of Entity is required for such
disclosure, then Entity hereby provides its consent,

¢. Entity agrees to reimburse KPMG for its professional time and
any disbursements, including. reascnable legal fees and taxes, in
responding to third party demands.

d. Entity waives and releases KPMG from any and all claims 1hat
It may have against KPMG as a result of any disclosure or
production by KPMG of documents or information as contemplated
herein,

e. Entity agrees to-notify KPMG promptly of any request received
by Entity from any third party with respect to the services
hereunder, KPMG's confidential information, KPMG’s advice or
report or any related document.

7. CONNECTING TO THE ENTITY'S IT NETWORK; EMAIL
AND ONLINE FILE SHARING AND STORAGE TOOLS.

a, Entity authorizes KPMG personnel to connect their computers
to Entity's IT Network and the Internet via the Network while at the
Entity’s premises for the purpose of conducting normal business
activities.

b. Entity recognizes and accepts the risks associaled with
communicating eleclronically, and using online file sharing,
storage, collaboration and other similar online tools to transmit
information to or sharing information with KPMG, including (but
without limitation) the lack of security, unreliability of delivery and
possible loss of confidentiality and privilege. Entity assumes all
responsibility or Habllity in respect of the risk associated with the
use of the foregoing, and agrees that KPMG is not responsible for
any issues that might arise {including loss of data} as a result of
Entity using the foregoing to transmit information to or otherwise
share information with KPMG and, in the case of online tools other
than email, KPMG's access to and use of the same in connection
with obtaining Entity informaticn and documents.

8, LIMITATION ON WARRANTIES.

THIS 1S A SERVICES ENGAGEMENT. KPMG WARRANTS THAT
IT WILL PERFORM SERVICES HEREUNDER IN GOOD FAITH
WITH QUALIFIED PERSONNEL IN A° COMPETENT AND
WORKMANLIKE MANNER IN ACCORDANCE WITH
APPLICABLE INDUSTRY STANDARDS. SUBJECT TO SECTION
14, KPMG DISCLAIMS ALL OTHER WARRANTIES,
REPRESENTATIONS OR CONDITIONS, EITHER EXPRESS OR
IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES,
REPRESENTATIONS OR CONDITIONS OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE. '

9. LIMITATION ON LIABILITY AND INDEMNIFICATION

a. Subject to Section 14: (i} Entity agrees that KPMG shall not be
liable to Entity for any actions, damages, claims, fines, penalties,
complaints, demands, suits, proceedings, liabilities, costs,
expenses, or losses (collectively, “Claims”) in any way arising out
of or relating to the services performed hereunder for an aggregate
amount in excess of the lesser of one million dellars ($1,000,000)
or two times the fees pald by Entity to KPMG under the
engagement; and (i} on a multi-phase engagement, KPMG's
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fiability shall be based or the amcunt actually paid to KPMG for the
particular phase that gives rise 1o the liability. .

b. Sublect o Section 14. in the event of a Claim by any third party
against KPMG that arses out of or relates to the services
performed hereunder, Entity will indemnify and hold harmless
KPWMG fom all such Claims. including, without [imitation.
reasonatle legai fees, except o the extent finally determined fo
have resulted from the intentional. deliberate or fraudulent
misconduct of KPMG.

¢. Subject to Section 14: () in no event shall KPMG be liable for
consequential, special, indirect, incidental, punitive or exemplary
damages, liabilies, costs expenses. or losses (including. without
fimitation. lost profis and opportunity costs): {i) in any Claim
arising out of the engagement. Entity agrees that KPMG's iiabliity
will be several and not joint and several: and (ii) Entity may only
claim payment from KPMG of KPMG's proportionate share of the
total liability based on degree of fault.

g. For purposes of this Section 9. the term KPM®G shali include its
subsidgiaries, its associated and affifated entites and their
respective current and former partners, directors. cfficers,
empioyees, agents and representatives. The provisions of this
Saction 9 shall apply regardless of the form of Ctaim. whether in
contract, statute. tort (inciuding. without limitation, negligence) or
othenvise.

10. CONSENT TO THE USE OF THE KPMG NAME OR KPMG
REPORT.

Except as otherwise specifically agreed in this Engagement Letter,
KPMG does not consent to:

;. the use of our name or our report In conneciior with
information:

ii. the use of our report in another language. or in connection
with infarmation that has been translated into another language:

ii. the use of our report cn the imerim financial statements, or
cther interim financial information nor consent ‘o any statement by
the Entity regarding the services that we provided on the nterim
Snanciz! statements or other interim financial information: or

w. the use of our report in connection with an offering document
or cther securities filing.

If the Entity wishes to obtain KPMG's consent regarding the
matters abcve or other matters not otherwise specifically covered
by this Engagement Letter. we will pe required to perform
procedures as required by applicable professional standards, anc
such precedures would be a separate engagement and subject to
a separate engagement letter.

Any communication, report, statement or conclusion on the Inferim
financial statemerts may hot be included in, or otherwise referred
to in any pubtic document or public oral statements except when
the interim review conclusion contains a modified canclusion, In
which case our interim review report will accompary the interim
financial statements.

11. ALTERNATIVE DISPUTE RESOLUTION,

Any dispute or clalm between the parties arising under or relating
to this Engagement Letter or the services provided hereunder (the
“Dispute”) shall be submitted to nor-binding mediation.  If
mediation 12 not successful within 80 days after the Issuance by a
party of a request for mediation. then the Dispute shall be referred
to and finally resolved by arbitration under the Arbitration Ruies of
the ADR Institute of Canada in force at that time. The Seat of
Arbitration shall be the province where KPMG’s principal office
performing this engagemertt is located. Tne language of the

arbitration shall be English. The Arbitral Tribunal shal! be made up
of a single Arbitrator. The arbitration award shall be final,
conclusive and binding upon the parties, and not subject to appeal.

12, POTENTIAL CONFLICTS OF INTEREST.

a. KPMG is or may be engaged by entities and individuals who
have potentially conflicting legal and business interests to Entity.
Entity agrees that. without further notice or disclosure to Entity,
KPMG may: (i) acceot or confinue such engagements or matiers
unrelated o KPMG's engagement for Entity: and (i) provide advice
or services to any other person or entity making a competing bid or
proposal to that of Entity whether or net KPMG is providing advice
or services to Entity in respect of Entity's competing bid or
proposal. ’

b. In accordance with professional standaras, KPMG will not use
any confidential information regarding Enlity in connection with its
engagements with other clients. and will establish confidentiality
and other safeguards ‘o manage conflicts, wnich may include. in
KPMG's sole discretion. the use of separate engagement teams
and data access controls,

¢. In nc event shall KPMG be liable ‘o Entity. or shall Entity be
entitted to a return of fees or disbursements. or any other
compensation whatsoever as a result of KPRIG accepling or
contwing a conflicting ergagement in accordance with the terms
aof this Engagement Letter.

d. Eniity agrees that KPMG may, in its sole discretion, disdose
the fact and nature of its engagement for Entity to (i) KPMG
International member firms to inform conflict searches, and (i) to
the extent reasorably required In orcer to obtain the consent of
ancther entity or individual in order io permit KPMG to act for such
entity or individual. or for Entity. in connection with the engagement
or any future engagement.

e. In'the evert that circumstances arise that place KPMG into a
conflict of interest as between Entity and a pre-existing chient,
which in KPMG's sole opinfen cannot be adequately addressed
through the use of confidentiality and other safeguards, KPMG
shail be entitled to immediately terminate the engagement with
Entity. without fiability.

£, Other KPMG Intemnational member fims are or may be
engaged by entities and Individuals who have petentially conflicting
legal and business interests ‘o Entity. Entity agrees that (7} it will
not assert that other KPMG International member firms are
predludea from being ergaged by those other entities or
individuals, and (i) those engagements cof other KPMG
Intemational member fitme do net conflict with KPMG's
engagement for Entity.

13. LOBBYING.

Unless expressly stated in this Engagement Leiter. KPMG will not
undertake any lobbying actvity, as that term is defined in all
applicable federal. provinclal and municipal lobbyist registration
statutes and reguiations, In connection with the engagement. In the
event that KPMG and Entity agree that KPMG will undertake
lobbying activity In connection with the engagement, such
agreement shall be set out in an amerdment to this Engagement
Letter.

14. SEVERABILITY.

The provisions of these Terms and Conditions and the
accompanying proposal or ergagement letter shail only apply to
the extent that they are not prohibited by a mandatory provision of
applicable law, regulaticn or professionat standards. If any of the
provigions of these Terms and Conditions or the accompanying
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proposal or engagement ietter are determined to be invalid, void or
unenforceable, the remaining provisions of these Terms and
Conditions or the accompanying proposal or engagement letter, as
the case may be, shall not be affected, impaired or invalidated, and
each such provision shall remain valid and in effect and be
enforceable and binding on the paries to the fullest extent
permitted by law.

15. GOVERNING LAW.

This Engagement Letter shall be subject to and govemed by the
laws of the province where KPMG's principal office performing this
engagement is located (without regard to such province's rules on
conflicls of law).

16. LLP STATUS. ‘

KPMG Is a registered limited Habllity parinership (LLP%)
established under the laws of the Province of Ontarlo and, where

applicable, has been registered exira-provinclally under provincial
LLP legislation.

17. INDEPENDENT LEGAL ADVICE

Entity agrees that it been advised to retain independent legal
advice at its own expense pricr to signing this Engagement Letter
{including without limitation with respect to Entity's rights in
connection with potentlal future conflicts) and agrees that any
fallure on [ts part to retain such independent legal counsel shall not
affect (and it shall not assert that the same affects) the valldity of
the provisions of this Engagement Letter.

18. SURVIVAL.

All sections hereof other than Section 7(a) shall survive the
expiration or termination of the engagement.

TERMS AND CONDITIONS FOR ASSURANCE ENGAGEMENTS - PRIVATE COMPANY CLIENTS
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TERMS AND CONDITIONS FOR ADVISORY AND TAX SERVICES
{PRIVATE COMPANY CLIENTS)

1. TERMS AND CONDITIONS.
References to the word "Client” in the attached Terms and

Conditions for Advisory and Tax Services are fo be read as’

“Entity”.

a. These Terms and Condiions are an integral part of the
accompanying Proposal or Engagement Letter from KPMG that
Identifies the engagement o which they relate.

b. In the event of conflict between the Proposal or Engagement
Letter and these Terms and Conditions, these Terms and
Conditions shall prevail unless specific reference to a provision of
the Terms and Condiicns peing varied is made in the Propasat or
Engagement Letter. Other capitalized words in these Terms and
Conditions shall have the meanings given to them in the Preposal
or Engagement Letter.

2. SERVICES.

KPMG will use reasonable efforts to complete the performance of
the services within any agreed-upon time-frame. it is undersiood
and agreed that KPMG's services may include advice and
recommendations, but ali decislons in connection with the
implementation of such advice and recommendations. shall be the
respansibility of, and made by, Clent. KPMG will not perform
management functions or make management degisions for Client.
Meothing 'n these Terms ana Cordilions or Engagement letter {or
Proposalj shall be construed as precluding or limiting in any way
the right of KPMG !o provide services of any kind or nature
whatsoever io any person or entity as KPMG in its scle discretion
deems appropriate.

3. CLIENT RESPONSIBILITIES.

a. Client agrees ‘o cooperate with KPMG in the performance of
the services under the Ergagement Leller and shall provide or
arrange to provide KPMG with timely access 10 and use of the
personnel. facilites. equipment, data and infermation. necessary for
KPMG to perform the services under the Engagement Letter. To
the extent that KPMG personnel are on Client premises, Client wiil
take all reasonable precautions for the safely of KPMG partners
and emplioyeas at Client premises. Client shali be responsible for
the performance of its employees and agents and for the accuracy
and ccmpleteness of all data and information provided to KPMG
for purposes of the performance by KPMG of its services
hereunder, The Proposal or Engagement. Letter may set forth
additional responsibifites of Client in connection with the

engagement. Client acknowledges that Client's fallure to perform.

thase chilgatiors could adversely impact KPMG's abiity to perform
its services.

b. Ckent agrees that Client, and riot KPMG, shall perferm the
following functions: () make ali management decisions and
perform all management functions; (i} designate an individual who
possesses suitabie skill knowledge and experience, preferably
within senior management, to oversee the perfoermance of the
services under the Ergagement Letter. and to evaluate the

adequacy and results of such senvices; {iii) accept responsibility for’

the resulis of such services; and (iv) establish and maintain
internal controls over the processes with which such services are
concerned, including, without limitation. monitoring ongoing
activities.

¢. Client acknowledges and agrees that KPMG will. in performing
the services. base its conclusions on the facis and assumpticns
that Client furmishes and that KPMG may use data, material. and
other Information furmished by or at the request or direction of
Client without any irdependent ‘nvestigation or verification and that
KPMG shall be enttied to rely upon the accuracy and
completeress of such data material and other information.

Inaccuracy or incompleteness of such data. material and other
information furnished o KPMG could have a material effect on
KPMG's conclusions.

d. Client acknowledges that information made available by it. or
by others on Client's behalf, or othenvise known fo partners or
staff of KPMG who are not engaged in the provision of the services
hereunder shall not be deemed to have been made avallable to the
ingividuals within KPMG who are engaged in the provision of the
services hereunder, Client urdertakes that, if anything occurs afler
information is provided by Client to KPMG to render such
mformation untrue. unfair or mislead’ng, Client shall promptly rotify
KPMG.

4. REPORTING.

a. All oral and written communications by KPMG o Client with
raspect to the engagement, including. without limitation. drafts and
those communications ocowrrng orior to the execution of the
Ergagement Letter will be subject to the terms and conditions of
the Engagement Latter and these Terms and Conditions. During
the performance of the services, KPMG may supply oral, draft or
interim advice, reponts or presentaticns but in such circumstances
KPMG's written advice or finai written report shall take precedence.
No refiance should be placed by Cliert on ary oral, draft or interim
advice reports or presentations. Where Client wishes to rely on
oral advice or cral presentation, Clent shall inform KPMG and
KPMG will provide documentary confirmation. of the advice
concemed.

b. Subsequent to the completion of the engagement, KPMG wili
not update its advice, recommendatons or work product for
changes or modification to the law and regulations, or to the
judicial and administrative inlerpretations thereof, or for
subsequent events or frarsactions, unless Client separately
engages KPMG to do so In writing afier such changes or
medifications. interpretations. events or transactions occur.

5. WORKING PAPERS AND USE OF REPORTS; USE OF
NAME AND LOGO

a. KPMG retains all rights in all methedologies, know-how,
knowiedge, applications and software developed by KPMG either
prior to or during the engagement. KPMG also retains all rights
(including. without limitation. copyright) in all reperts, written advice
and other working papers and materials developed by KPMG
during the engagement. Unless contemplated by the Engagement
Letter. ail repor's and writien aavice are confidential and intended

-solely for Cllent's internal use (or the use of Client's management.

as applicable) to assist with this specific matter or transaction. and,
where appitcable, government taxation authorities, and are not for
general use. circulaton or publication. Such reports and written
advice shall not be edited. referred to. circulated, reproduced,
distributed. published, made available, used for any other purpese
or relied upon by any other person without KPMG's express written
permission and or such terms and conditions as KPMG may
reguire in its sole discretion. I¥ such permission is given, Client
shall not publish any extract or excerpt of KPMG's written advice or
report or refer to KPMG without providing the entire advice or
report at the same me. Nowwithstanding the foregoing, Cliert may
disclose in whole any report or written advice glver to Client by
KPMG hereunder solely to Client’s legal and professional advisors
for the purposes of Client seeking advice in respect of the
transaction or matter to which the engagement relates, provided
that when doing so Client informs such advisors that: {i} disclosure
by them (except as permitted herein} is not pemmitted without
KPMG's prior written consert and (i) KPMG accepts no
responsibility or Eability to such advisors in cennection with such
reports or written advice. Subject to the restrictions of Section 6.
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KPMG is entitled to use or develop the knowledge, experience and
skills of general application gained through performing the
engagement. .

b, Client shall not refer to KPMG or use KPMG's name or logo in
any manher or medium without the prior written permission of
KPMG In each instance, which permmission may be unreasonably
withheld by KPMG. ‘

¢. The contents of this Section 5 may be reproduced in any report
or written advice of KPMG, in whole or in part, at KPMG's sole
discretion. Any failure of KPMG to include any such language shall
not derogate from the obligations set out in this Section 5.

6. CONFIDENTIALITY.

a. Except as described in Section 5 above, Client will treat in
confidence any information provided by KPMG to Client including
but not limited to KPMG methodologies, know-how, knowledge,
application or software and will not use or disclose any such
confidential information of KPMG to others.

b. Except as expressly set forth herein, KPMG will freat as
confidential all proprietary information and personal information
obtained from Client in the course of the engagement,

¢. The restrictions in subsections 6 (&) and (b) above shall not
apply to any information that: (i) is required by law or professional
standards applicable to KPMG to be disclosed; (i) that is in or
hereafter enters the public domaln; (i) that Is or hereafler
becomes known to Cllent or KPMG, as the case may be, without
breach of any confidentiality obligation; or {iv) that is Independently
developed by KPMG..

d. KPMG shall be entitled to include a description of the services
rendered in the course of the engagement in marketing and
research materials and disclose such information to third parties,
provided that all such information will be rendered anonymous and
not subject to asscciation with Client,

. KPMG shall be entitled to share all informatlon with all other
member firms of KPMG Internatlonal Cooperative ("KPMG
Internationaly. KPMG may alsc use such information -to offer
services that may be of interest to Client. KPMG may retain and
may disclose to other KPMG International member firms, subject to
terms of this Section 8, such information required for compliance
with applicable professional standards or internal policies or for
quality reviews or to share best pracfices.

f. Professional standards require KPMG personnel performing
any audit or assurance services for cllents fo discuss or have
avallable to them all information and materjals that may affect the
audit or assurance engagement. Client autherizes, if Cllent Is or
becomes an assurance Client, KPMG personnel performing
services under the engagement to make available to the KPMG
assurance engagement team and other KPMG personnel, the
findings, observations and recommendations from the engagement
and agrees that KPMG may use all such findings, observations
and recommendations in KPMG's assurance engagement.

g. Except as required by applicable law or regulation, Client shall
keep confidential the exlstence and terms of the Proposal or the
Engagement Letter (as applicable) and these Terms and
Conditions. Such confidential information shall not be distributed,
published or made available to any other person without
KPMG's express written permission. Further, for purposes of the
services described in the Engagement Letter only, the Client
héreby grants to KPMG a limited, revocable, non-exclusive, non-
transferable, paid up and royalty-free license, without right of
sublicense, to use all logos, trademarks and service marks of
Client solely for presentations or reporte to the Client or for intemal
KPMG presentations and intranet sltes.

7. PERSONAL INFORMATION CONSENTS AND NOTIGES.

TERMS AND CONDITIONS FOR ADVISORY AND TAX SERVICES
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Any collection, use or disclosure of personal information is subject
to KPMG’s Privacy Policy available at www.kpmg.ca. KPMG may
be required to collect, use and disclose personal information about
individuals during the course of the engagement, Client represents
and warrants that; (i) it will obtain from individuals all consents
required by law to permit KPMG to collect, use and disclose all
personal information reasonably required in the course of the
engagement, and (i} it has provided notlce of KPMG's potential
processing of information outside of Canada {as described in
Section 8 below) to all Individuals whose personal information is
disclosed to KPMG.

8. USE OF MEMBER FIRMS AND THIRD PARTY SERVICE
PROVIDERS.

Personal and/or confldentlal Information collected by KPMG during
the course of the engagement may be used, processed and stored
outside of Canada by KPMG, KPMG International member fims
providing services hereunder, KPMG subsidiaries, affiliates and
related parties or third parly service providers to provide
professional services and administrative, analytical and clerical
support and to comply with applicable law, regulations and
professional standards. Client also understands and agrees that
KPMG aggregates Client's information with information from other
sources for the purpose of improving quality and service, and for
use in presentations to clients and non-clients, in a form where
such information is sufficiently de-ldentified so as not to be
attributable to Client. KPMG represents to Client that each KPMG
International member firm, KPMG subsidiary, affiliate and related
party and third party service provider providing services hereunder
has agreed or shall agree to condiions of confidentiality with
respect to Client's information to the same or similar extent as
KPMG has -agreed pursuant to Section 6. Further, KPMG is
responsible to Client for causing such KPMG subsidiaries,
affiliates, related parties and third parly service providers to comply
with such conditions of confidentiality, and KPMG shall be

responsible to Cllent for their failure to comply and failure of each

KPMG International member firm providing services hereunder to
comply with its obligations of confidentiality owed to KPMG. Any
services performed by KPMG subsidiaries, affiliates, related
parties and third party service providers shall be performed in
accordance with the terms of the Engagement Leffer, including
Seclion 8, but KPMG shell remain responsible to Client for the
performance of such services and services performed by each
KPMG Intemnational member firm providing services hereunder.
Such personal and/or confidential information may be subject to
disclosure in accordance with the laws applicable in the jurisdiction
in which the Information is processed or stored, which laws may
not provide the same level of protection for such information as will
Canadian laws. KPMG's Privacy Officer noted in KPMG's Privacy
Policy is able to answer any individual's questions about the
collection of persenal information required for KPMG 1o deliver
sarvices hereunder.

9. TAXES/BILLING/EXPENSES/FEES.

a. Al fees and other charges do not include any applicabie
federal, provincial, or other goods and services or sales taxes, or
any other taxes or duties whether presently in force or imposed in
the future. Any such taxes or duties shall be assumed and paid by
Client without deduction from the fees and charges hereunder.

b. Bilis will be rendered on a regular basis as the engagement
progresses. Our professional fees are also subject to a technology
and support charge to cover Informatlon technology infrastructure
costs and administrative support of our client service personnel
which are not included in our client service personnel fee. The
technology and support fee covers costs such as our client service
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persannel computer hardware and customized KPMG software,
telecommunications  equipment, client service professional
administrafive suppert, IT programming, professional services and
other client support services. Other direct ocut-of-pocket costs.
such as travel, will be charged separately based on our actual
costs. For certainty Client acknowiedges that {o the extent a
subsidiary, affiiste or relegated party of KPMG is engaged by
KPMG to assist KPWG In providing the services hereunder, Client
may receive bills from such subsidiary afflfiate or related party of
KPMG for such services. Accounts are due when rendered.
irterest on overdue accourts is calculated at the rate noted on the
irvoice commencing 30 days folloving the date of the inveice.

c. Without I'miting its rights or remedies, KPMG shall have the
right to halt or terminate entrely its services until payment is
received on past due invoices.

d. In the event that the engagement Is terminated and Client
proceeds to complete the transaction or fnancing within 18 months
from the terminatior:. date. then the full amount of any Completion
Fee shall he payable on closing of the transaction or the
comgletion of financing. regardless of whether KPMG provided
further service.

10. LIMITATION ON WARRANTIES,

THIS IS A SERVICES ENGAGEMENT. KPMG WARRANTS THAT
IT WILL PERFORM SERVICES HEREUNDER IN GOOD FAITH
WITH QUALIFIED PERSONNEL IN A COMPETENT AND
WORKMANLIKE MANNER IN ACCORDANCE WITH
APPLICABLE INDUSTRY STANDARDS. KPMG DISCLAIMS ALL
OTHER WARRANTIES, REPRESENTATIONS OR CONDITIONS,
EITHER EXPRESS OR IMPLIED, INCLUDING, WITHCOUT
LIMITATION, WARRANTIES,” REPRESENTATIONS OR
CONDITIONS OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE.

11. LIMITATION ON LIABILITY.

a. Clent agrees that KPMG shall not be Eable to Client for any
actions. damages. claims, fines, penalties. complaints, demands,
suits, proceedings, labiiifies. costs, expenses, or losses
(coliectively "Claims") in any way arising out of or relaling to the
services performed hereunder for an aggregate amount in excess
of the fees paid by Client to KPMG under the epgagement. Or a
ulti-phase engagement. KPMG's liability shall be based on ihe
amourt actually paid to KPMG for the particular phase that gives
rise to the iiability.
b. In the event of a Claim ky any third party against KPMG that
arises out of or relates to the services performed hereunder, Client
will indemnify and hoid harmiess KPMG from all such Claims.
including, without limitation. reasonable legal fees. except to the
extent finaily determined tc have resulted from the intenticnal.
deliberate ar fraudulent misconduct of KPMG,
¢. In no event shall KPMG be liable for consequential, special.
indirect, incidental. punitive or exempiary damages. liabilities,
costs, expenses, or losses (ncluding, without fimitation, lost profits
and opportunity costs). In any Claim arising out of the engagement.
Client agrees that KPMG's liability will be several and not joint and
several. Client may cnly claim payment from KPMG of KPMG's
proportionate share of the total [ability based on degree of fault.
d. For purposes of this Section11. the ferm KPMG shail include
its subsidiaries, its associated and affiliated entites and their
respeclive current and former partners, directors, officers and
employees, agents and representatives, The provisions of this
Section 11 shall apply regardless of the form of Ciaim, whether in
contract, stalute. tort fincluding. without Fmitation. negligence) or
othenwvise.

12. LEGAL PROCEEDINGS.

a. Client agrees to notify KPMG promptly of any request received
by Client from any courl or applicable regulatory authority with
respect to the services hereunder. KPMG's confidential
information. KPMG's advice or report or any related document.

b. If KPMG is required by law. pursuant to government regulatior,
subpoera or other legal process to produce documents or
personrel as witnesses arising out of the engagement and KPMG
is not a party to such proceedings. Client shall reimburse KPMG at
standard biling rates for professional time and expenses,
in¢luding. without limitation. reasonable ilegal fees, expenses and
taxes incurred in responding to such compelled assistance.

¢. [f Client requests that XPG produce documents or personnel
as witnesses in any Droceedings in any way related to the
engagement or services provided by KPMG hereunder and KPMG
is not a parly to such proceedings. KPMG may agree to’ produce
documents or persornel as witnesses on such terms and
conditions as KPMG may. in its sole discretion, determine.
Without limiting the generality of the foregoing. Client shall-
reimburse KPMG at standard billing rates for professional time and
expenses, Inchuding, without limitatior. reascnable legal fees,
expenses and taxes. incumed In respondng to such Client
requests.

d. Client acknowledges that KPMG may from time to time
receive requests or orders from professional, securities or other
regulatory. judicial or governmental authorities (both in Canada
and abroad) to provide them with information and coples of
dgocuments in KPMG's files including, without limitation working
pepers and other work-praduct relating to Client which information
and documents may contain confidential information of Client.
Except where prohibited by law, KPMG will advise Client of the
request or order.  Client hereby acknowdedges that KPMG wili
provide these decuments and information without further reference
ta, or authority from Client.

Client must mark any document over which it asserts privilege as
"privileged”. When such an authority reauests access to KPMG's
working papers and other work-preduct relating 1o Client’s affairs.
KPMG will. on a reasonable efforts basis, refuse access to any
document over which Client has expressly informed KPMG at the
time of delivery that the Client asserts privilege (by the Client
marking such document as "priviieged” as contemplated in the
foregoing sentence).  Notwithstanding the foregoing, where
disclosure of documents is required by law. KPMG will disclose .
such privileged documents. If and only f the authority requires
such access 1o such privileged documents pursuant {o the laws of

_a jurisdiction in which express censent of the Client is required for

such disclosure, then Client hereby provides its consent.

Where privileged Client documents are disciosed. by KPMG as
contemplated above, KPMG is directed to advise the authority that
Client is permitting disclosure only to the extent required by law
anc for the limited purpose of the authority exercise of statutory
authority. KPMG Is directed to advise the authority that Client
does net intend to waive privilege for any other purpose and that
Client expects its documents to be held by the authority as
privileged and confidential material. For greater certainty, Client
and KPMG hereby agree that this acknovdedgement (and, if
required, consent) does not negate or constitte a waiver of
privilege for any purpose ana Client -expressly relies upon the
privilege protections afforded under statute and otherwise under
law.

13. LIMITATION PERIOD.

No proceeding arising under or relating tc the engagement, may be
brought by either party more than one year after the cause of
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action has accrued or in any event not more than five years after
completion of the engagement in the case of an advisory services
engagement and not more than eight years after completion of the
engagement in the case of a tax services engagement, except that
a proceeding for non-payment may be brought by KPMG at any
time following the date of the last payment due to KPMG
hereunder. For purposes of this Section13, the term KPMG shall
Include subsidiaries and assoclated and affiliated entities and thelr
respective cument and former parners, directors, officers,
employees agents and representatives.

14. TERMINATION.

Unless terminated sooner in accordance with its temms, the
engagement shall terminate on the completion of KPMG's services
hereunder, which completion shall be evidenced by the dellvery by
KPMG to Client of the final invoice in respect of the sérvices
performed hereunder. Should Client not fulfill its obligations set out
herein or in the Engagement Letter and in the absence of
rectification by Client within 10 days, KPMG may, upon written
notice, terminate s performance and will not be responsible for
any loss, cost or expense resulting therefrom. If at any time during
the engagement it is determined by KPMG, In its sole discretion,
that there may be an actual or potential breach by KPMG of
applicable professional standards, KPMG may terminate the
engagement without liabllity, Inmediately on notice to Client. The
engagement may be terminated by either parly at any time by
giving written notice to the other party not less than 30 calendar
days before the effective date of termination. Upon early
termination of the engagement, Client shall be responsible for the
payment to KPMG for KPMG's time and expenses incurred up to
the termination date, as well as reasonable time and expenses to
bring the engagement to a close in a prompt and orderly manner.

15, E-MAIL COMMUNICATION.

Client recognizes and accepts the risks assoclated with
communicating by Internet e-mall, including {but without limitation)
the lack of security, unreliability of delivery and possible loss of
confidentiality and privilege. Unless Client requests in writing that
KPMG does not communicate by Internet e-mail, Client assumes
all responsibility or liability in respect of the risk associated with its
use.

16. POTENTIAL CONFLICTS OF INTEREST,

a. For purposes of this Section 16 "KPMG" means KPMG LLP
and KPMG subsidlaries, affiliates and related paritles providing
services hereunder, if applicable. KPMG Is engaged by a wide
variety of entities and individuals, some of whom may be creditors,
investors, borrowers, shareholders, competitors, suppliers or
customers of Client, or other parties with conflicting legal and
business interests to Client including, withcut limitation, in relation
to the audit, tax or advisory services provided to Client by KPMG,
KPMG's engagements with such companies and individuals may
result in a conflict with Client's interests.

b. As a condition of KPMG's engagement by Client, Client agrees
that: (i} without further notice or disclosure, KPMG may accept or
continue engagements or unrelated matters fo KPMG's
engagement for Client in which KPMG may act contrary to Client's
interests even if those unrelated matters are materially and directly
adverse to Client: and (i} without further notice or disclosure,
KPMG may provide advice or services to any other person or entify
making a competing bid or proposal to that of Client whether or not
KPMG is providing advice or services to Client in respect or
Client's competing bid or proposal.

¢. In accordance with professional standards, and except as set
out below, KPMG will not use any confidential information
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regarding Client in connection with its engagements with other
clients, and will establish confidentiality and cother safeguards to
manage conflicts, which may include, in KPMG’s sole discretion,
the use of separate engagement teams and data access controls.
In no event shall KPMG be liable to Client or shali Client be entitled
to a return of fees and disbursements incurred on behalf of Client
or any other compensation whatscever as a resull of KPMG
accepting or continuing a confilefing engagement.

d. Client further agrees that KPMG may, in ifs sole discretion,
disclose the fact or general nature of its engagement for Client to
(i) KPMG Intemnational and other KPMG Intemational member
firms in order to check against potential conflicts of interest, and (ii)
to the extent reasonably required in order to obtain the consent of

-another entity or individual in order to permit KPMG to act for such

entlty or Individual,or for Client, In connection with the engagement
or any future engagement.

e. Where another party has engaged KPMG to deliver services
before Client has done so, and subsequently circumstances
change such that there is a conflict, which in KPMG's sole opinion
cannot be adequately managed through the use of confidentiality
and other safeguards, KPMG shall be entitled to terminate the
engagement for Client, without liability immediately upon notice.

f. Other KPMG International member firms are engaged by many
entities and Individuals, including, without limitation, entities and
individuals that may enter Into transactions or may have disputes
with Client or Client's related or affiliated entities. Client agrees that

(i} tt will not assert that other KPMG Intemnational member firms are

precluded from being engaged by those other enfities or
individuals, and (i} those engagements of other KPMG
International member firms do net conflict with KPMG's
engagement for Client.

g. Client will indemnify and heold harmless KPMG, its subsidiaries
and associated and affiliated entifies, and their respective current
and former partners, directors, officers, employges, agents and
representatives from any Claim by any third party (including,
without limitation, reasonable legal fees) that alleges that KPMG
was in a conflict of interest by providing services hereunder. The
provisions of this subsection 16{g} shall apply regardless of the
form of Claim, whether in contract, statute, tort (including, without
limitation, negligence) or otherwise.

h. KPMG encourages Client to obtain legal advice with respect to
Client's rights in connection with potential future conflicts prior to
entering inta the engagement.

17. FORCGE MAJEURE,

Neither Client nor KPMG shall be liable for any delays resulting
from circumstances or causes beyond ifs reasonable control,
including, without limitation, fire or other casualty, act of God, strike
or labour dispute, war or other violence, or any law, crder or
requirement of any governmental agency or authority.

18. INDEPENDENT CONTRACTOR.

It is understood and agreed that each of the parlles herelo is an
independent contracter and that neither party is, nor shall be
considered to be, an agent, distributor or representative of the
other. Neither parly shall act or represent itself, directly or by
implication, as an agent of the other or in any manner assume or
create any obligation cn behalf of, or in the name of, the other.

18. SURVIVAL,

Sections 1, 4(b), 516 and 18-30. 31(a) and (c)-(g) and 33-34
hereof shall survive the expiration or termination of the
engagement. .

20. SUCCESSORS AND ASSIGNS.
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These Terms and Conditions and the accompanying Proposal or

Engagement Letter shall be binding upon the parties hereto and .

their respective subsidiarfes and associated and affiiated enlities
and their respective partners, directors, officers and employees
and successors and pemmitted assigrs. Except as provided below.
neither party may assign, ‘ransfer or delegate any of the rights or
obligatiors hereunder without the prior written consent of the other
party, KPMG may assign its rights and obligations hereunder to
any affilate or successor in interest to all or substantially all of the
assets or business of the relevant KPMG practice. without the
consent of Client. In addition, KPMG may arrange for or engage
{as apphcable) KPMG affiiates, subsidiaries. refated parlies.
independent sontractors and KPMG Intemational member firms to
assist KPMG in performing the services hereunder.

21, SEVERABILITY.

The provisisns of these Terms and Conditions and the
accompanying Proposal or Engagement Letter shall orly apply to
the extent that they are not prohibited by a mandatory provisicn of
applicable faw regulation or professional standards. If any of these
provisions shall be held to be invalid, void or unerforceable, then
the remainder of these Terms and Conditions and the aftached
Praposaf or Engagemen: Letter, as the case may be, shall not be
affected, impaired or invalidated, and each such provision shail be
valid and enforceable to the fullest extent permiited by law.

22, ENTIRE AGREEMENT.

These Terms and Conditions and the accompanying Proposal or
Engagement Letter including, without limitation, Exhibits, constitute
the entire agreement between KPMG and Client with respect o the
engagement and supersede all other oral and writlen
represertation, understandings or agreements relaling to the
engagement.

23. GOVERNING LAW.

These Terms and Conditions and the accompanying Proposal of
Engagement Letter snali be subject to and gevermed by the iaws of
the province in which KPMG's principal Canadian office perferming
the engagement is located {without regard to such province’s rules
on conflicis of law).

24. PUBLICITY.

Upon the ciosing of a transaction, KP!AG wil. have the right (but
shall nct be oniiged). at its expense, t¢ publicize its association
witns the transaction by way of public announcement in “tombstone’
or similar format, subject to prior review of the vording for any such
announcement with Client.

25. KPMG INTERNATIONAL MEMBER FIRMS.

In the case of multi-firm engagements, all KPMG Intemnational
member firms performing services hereunder shall be entitied to
tre benefits of these Terms and Condkitions. Ciient agrees that ary
Claims that may arise out of the engagement will be brought solely
against KPMG. the corfracting parly. and not against any other
KPMG International member firms or such third party service
providers referred fo in Section 8 above.

28, SARBANES-OXLEY ACT.

Except as set forth i the Engagement Letter, Client acknowledges
that completion of the engagement or acceplance of KPMG's
reports, advice, recommendations and other deliverables resuliing
from the engagement will not constitute a basis for Clients
assessment of Interna! control over financial reperting or Client's
evaluation of disclosure controls and procedures. or its compliance
vith #ts principal oficer certification requirements under Section
362 of the Sarbanes-Oxley Act of 2002 (the “Act). The

ergagement shall not be construed to support Client's
responsinilites under Section 404 of the Act requiring each annual
report fled under Section 13{a) or 15(d) of the Securities Exchange
Act of 1934 to contain an internal control report from management.

27. NATIONAL INSTRUMENT 52-109.

Except as set forth in the Engagement Letter, Client acknowledges
that completion of the ergagement or acceptance of KPMG's
reparts, advice, recommendations and other deliverables resulting
from the engagement will not constitute a basis for Client's
evaluation of disclosure controls and procedures and Internal
contrcl over financial reporting. or its compliance with its CEQ/CFO
cerification requiremerts under National Instrument 52-109,
Certification of Disclosure in issuers’ Annual ard interim Filings.
including those related to the design disclosure confrols and
procedures and internal control over financial reporting.

28, SPECIFIC ACCOUNTING AND OTHER ADVICE.

Except as set forth in the Engagement’ Letter, the engagement
does not contemplate the provision of specific accounting advice or
opinions or the issuance of a written report on the application of
accounting standards to specific transactions and facts and
cirgumstances of Client. Such services, if requestea, would be
provided pursuant to a separate engagement.

Ciient should consult with and/or engage 'egal counsel for the
purpose of advising on legai aspects of matters on which KPMG
provides its advice and drafting any legal documents and/or
agreements that may be requirec. To the extent iegal counsel or
other professional service providers are required. Client is
exclusively responsible for engaging and paying such service
providers.

29. TAX SERVICES.

a. [f tax work is specificaliy requested by Chient. KPMG wili
perform the procedures in accoroance with this Section 28. KPMG
will base its findings exclusively on the facts and assumptions
povided (o KPMG by Client and Cliant's perscnnel and adviscrs.
KPMG will cansider the applicable provisions of the relevant taxing
statutes, the regulations thersunder. appiicable tax treaties and
judicial and administrative interpretations thereof. In the case of
Canadian tax services only. KPMG will also take into account all
specific proposals to amend such statutes, regulations and trealies
pubkcly announced priar to the dete of KPMG's reports, based on
the assumption that these amerdments will be enacted
substantially as proposed. For cerainty, in the case of US tax
services. KPMG shall not take into account any specific proposals
to amend such statites, regulations and treaties. The authorities
refered to in this subsection 29(a) are subject o change.
retroactively and/or prospectively. and any such changes could
affect the valldity of KPMG's firdings and may result in incrementat
taxes. interest or penalties. KPMG's findings will not ctherwise take
into account or anticlpate any changes in law or practice, by way of
judicial, governmentat or legislative action: or interpretation. Unless
Client specifically requests ctherwise, XPMG will not update tax
work to take ary such changes into account.

b, KPMG wil! use professional judgment in providing advice, and
will. unless Client instrucis otherwise. take the position most
favourable to Client whenever reasonable. All returns are subject
to examination by tax authorites. and KPMG's advice may be
audited and challenged by a tax authority. Client understands that
KPMG's conclusions are not binding ¢h tax authorities or the
courls and should net be construed as a representation. warmranty
or guaraniee that the tax authorides or courts wall agree with
KPMG's conclusion.

c. Client is also responsible for ensuring that KPMG’s advice is
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implemented  strictly in  accordance with KPMG's
recommendations. KPMG is not responsible for any penalties or
interest assessed against Client as a result of a failure by Client to
provide KPMG with accurate and complete information.

d. Unless expressly provided for, KPMG's services do not include
representing Client In the event of a challenge by the Canada
Revenue Agency or other tax or revenue authorities

30. TAX SERVICES FOR SEC REGISTERED AUDIT CLIENTS
AND/OR US TAX SERVICE.

a. In circumsfances where the services provided by KPMG
hereunder:(i) involve the delivery of any tax services, Client is or is
an affiliate of {whether at the time of the engagement or at any
point thereafter) an entity that is registered with the United States
securities and Exchange Commisgion ("SEC"), and Cllent or such
affiliate Is audited by KPMG; or (i} Invoive the delivery of US tax
services,. then the prohibltion regarding the distribution of KPMG's
reporis and written advice set out in Section 5 of these Terms and
Conditions shall not apply and no provision of the Engagement
Letter is or is infended to be construed as a condition of
confidentiality In relation to the tax services to which (i) andfar (i)
above are applicable. Further, in respect of the services io which
(i) and/or (ii)above are applicable, no provision in the Engagement
Letter or these Terms and Conditions is or is intended to be
construed as a condition of confidentiality within the meaning of
Internal Revenue Code (“IRC"} sectlons 6011, 6111, 6112 or the
reguiatlons thereunder, or under any similar or analogous
provisions of the laws of a state or other jurisdiction. In particutar,
Client (and each employee, representative, or other agent of
Client) may disclose to any and all persons, without limitation of
any kind, the tax treatment and tax structure of any transaction
within the scope of the engagement and all materials of any kind
(including opinions and other tax analyses) that are provided to
Client relating to such tax treatment and tax structure. Client also
agrees to use commercially reasonable efforts to inform KPMG of
any conditions of confidentlality imposed by third party advisors
with respect to any ftransaction on which KPMG's advice is
requested. Such notification must oceur prior to KPMG providing
any advice with respect to the fransaction.

b. For certainty, Section & of these Terms and Conditions shall
continue to apply in its entirety, and this Section 30 shall not apply,
to any tax services to which subsection 30(a)(i} and/or (i) above
are not applicable. In this Section 30, the term “afflliate” is
interpreted as that term is used by the SEC with reference to
auditor independence rules.

c. In respect of any tax services to which subsection 30(a)(i) or
{il) above are applicable, any reports or advice ("Tax Deliverable”)
released to Client in any form or medium shall be supplied by
KPMG on the basig that it is for Client's benefit and use only. If
Client refers to or discloses in whole or in part any Tax Deliverable
to any third party, Client shall notify such third parly in writing as
follows: that () the tax services performed by KPMG for Client
were designed to meet Clienf's agreed requirements only, as
determined by Client's needs at the time; (ii) any product of the tax
services should not be regarded as suitable to be used or relled
upon by any party wishing to acquire any rights against KPMG
other than Client; (i) KPMG does not assume any responsibility in
respect of the tax services perfenmed for Client, any product of the
tax services, or any judgments, conclusions, opinions, findings or
recommendations that KPMG may have formed or made, to any

party except Client; (iv} to the fullest extent permitied by law,

KPMG accepts no fiability In respect of any such matters to any
other person; and (v} should any person or entity except Client
choose to rely on the tax services or any product thereof, that
person or entity will do so at their own risk. Notwithstanding the

foregoing, {A) in the event of a disclosure made by Client that is
required by law, that is made to a regulatory authority having
jurisdiction over Client, or that is made pursuant to subsection
30(a) above, na such notification shall be required and (B) no such
notification shall be required with respect to disclosures expressly
autherized by the Engagement Letter.

d. If Client refers or discloses in whole or In part any Tax
Deliverable to any third party but does not notify such third party in
writing as required in subsection 30(c) above, Client shall
compensate KPMG and reimburse KPMG for and protect,
indemnify and hold harmless KPMG against any Claim incurred by
KPMG (including, without limitation, reasonable legal fees) as a
result of, arising from or in cennection with any such reference or
disclosure, unless KPMG has agreed in writing with such third
party to accept responsibllity and llability to to that third party In
respact of the tax services and the Tax Dellverable. If any payment
Is made by Client under this subsection 30{d), Client shall not seek
recovery of that payment from KPMG at any time. In this
subsection 30(d), “KPMG" shall include KPMG and its subsidiaries,
its associated and affiliated entities and their respective current
and former partners, directors, officers, employees, agents and
representatives, and “Client” shall include Client, Client's affiliates
and any other beneficiaries of KPMG's tax services. The foregoing
indemnification obligations shalf apply regardless of the form of
Claim, whether In contract, statute, tort (Including, without
limitation, negligence) or otherwise.

e. Treasury regulations under IRC section 6011 require laxpayers
fo disclose to the IRS their participation in reportable transactions
and IRC section 6707A imposes strict penalties for noncompliance.
Client agrees fo use commercially reasonable efforts to inform
KPMG if Client is required to disclose any fransaction covered by
the Engagement Letter as a reportable transaction to the IRS or to
any state or other jurisdiction adopting similar or analogous
provisions. IRC section 6111 requires a materlal advisor with
respect to a reportable fransaction to disclose Information on the
transactfon to the IRS by a prescribed date, and IRC section 6112
requires the material advisor to maintain, and make available to
the IRS upon request, a list of persons and other information with
respect lo the transaction. KPMG will use commercially reasonable
efforts to inform Client if KPMG provides Client's identifying
information to the IRS under IRC section 6111 or 6112, or to any
state or other jurisdiction adopling similar or analogous provisions.
f. For engagements where services will be provided by a KPMG
International member firm with offices located in California, Client
acknowledges that certaln of KPMG's personnel who may be
considered "owners" under the Califomia Accountancy Act and
implementing regulations (California Business and Professions
Code section 5079(a);16 Cal. Code Regs. sections 51 and 51.1)
and who may provide services in connection with the engagement,
may not be licensed as certified public accountants under the laws
of any of the various states.

31. DUE DILIGENCE SERVICES (TAX AND TRANSACTION
SERVICES)

a. The procedures KPMG will perform are limited to those
referred to in the Engagement Letter and ils appendices. The
procedures KPMG will perform are limited in nature and extent to
those determined by Client to meet its needs and, as such, will not
necessarily disclose all significant matters about Target or reveal
errors in the underlying information, instances of fraud, or illegal
acts, if any. KPMG provides no assurance and makes no
representation regarding the sufficlency of the procedures elther
for the purpose of the proposed transaction In the context of which
KPMG has been engaged or for any cther purpose. KPMG's
findings will not constitute recommendations to Client as to
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whether or not Clent should proceed with any proposed
transactions. In performing the procedures and reporting ils
findings, KPMG will refy exclusively upon information provided to
KPMG by Target, its personnel and advisars, Clienl's advisors, and
Ciient, and ary publicly available information KPMG obtains, and
will not independertly verify the accuracy or completeness of such
informarion. KPMG's procedures with respect to Target's financial
information will be substantially less in scope than any audit or
other aftestation standards. inciuding without limitation those
established by the Auditing and Assurance Standards Board and
the Chartered Prefessional Accountants of Canada. Consequerntly,
KPMG expresses no cpinion and will provide no other form of
assurance on Targels prospective financial information financial
statements or Target's internai control over firancial reporiing.

b. Cilent agrees to review reports promptly and to advise KPMG
on a timely basis of any additional procedures Client would ke
KPMG to perform or areas 0 address.

¢. In the evert KPMG performs procedures related to future-
orented financial information, KPMG will not compile. examine, er
apply other assurance procedures to such information and,
accordingly, will express nc opinion ar any other form of assurance
or representations conceming its accuracy. completeness of
presertation format. Future-oriented financial nformation is based
on assumplions regarding future events, actual results wilk vary
from the information presented and the varlations may be material.
d. Unless specifically reguested py Client, KPMG is not obligated
to provide a copy of the report to Target for the purpose of
confirming Target's representations concerning the accuracy of the
factual information presenied In the report. If Client would kke
Target tc review the report. KPMG will require Client and Target to
indemnify KPMG for any Claims arising out of or relating to such
review on such terms and conditions specified by KPMG i its sole
discretion. In certain instances. Client may reguest that KPMG's
report be distributed to a thire party for informational purposes.
KPMG wili consider consenting to distribution based on such
factors as the identity of the third party and the third party's
intended use of the report. If KPMG agrees to the distribution of the
report 1o a third party. Client agrees to execute and agrees to
require the third parly to execute an agreement in the form
previded by KPMG regarding the refease of information.

a. Client expressly acknowledges and agrees that if Client and
Targe: (as such terms are defined n the Engagemert Letter) are
the same entity, that all references nherein lo “Target’ shall be
deemed to be references to "Client”.

t. The provisions of subsections 3(c}-(d) and Section & shall
apply to Information about Target provided to KPMG in the course
of performing the services under the Engagement Letter. Clien:
agrees to use all reasonable efforts to arrange for KPMG's access
to Target's personnel and advisors. business offices and financial
information as required for KPMG tfc perform the services
contemplated by the Engagement Letter.

g. If KPMG serves as independent auditors of Target or another
party disclosed 1o Clent, or provides any other audit or attestation
services to Target or such other party (such-as the target of a
contract complance review or a parly having a connection to an
investigation or proceeding) Client hereby acknovdedges and
agrees that KPMG may be in possession of confidential
information concerning Target or such other parly that may be
refevant to Client's due diligence procedures or other services
KPMG is providing to Client under the Engagement Letter and that
such information will not be disclosed to Clent unless Target or
such other parly provides prior written consent to such disclosure
or provides such information directly to Client or to the KPMG
engagement team serving Client for purposes of the services

under the Engagement Letter.
32. LOBBYING

Unless expressly stated in the Engagement Letter, KPMG will not
underiake any lobbying activity. as that term is defined in all
applicable federal, provincial and muricipal lchbyist registration
statutes and regulatians, in connection with the engagement. In the
event that KPMG and Client agree that KPMG will undertake
lobbying activity in connection with the engagement, such
agreement shail be set out in an amendment to the Engagement
L efter.

33. LLP.

KPHG LLP is a registered fimited liability partnership ("LLP")
established under the laws of the Province of Ontario and, where
applicable, has been registered extra-provincially under provincial
LiP lagislation. KPM( is a partnarsnip, but its partners have a
degree of limited Hability. A partner 1s not personally liable for any
debts, obligations or liabilities of the LLP that arise from a negligent
act or omission by ancther partrer or any person under ihat other
pariners direct supervision or control. The legisiation relating to
limited liabifity partnerships dees not, however, reduce or limit the
liabiity of the firm. The firm's insurarce exceeds the mandatory
professional Indemniy insurance requirements established by the
relevant professional bodies. Subject to the other provisions
hereof, ail partners of the LLP remain personally liable for their own
actions and/or actions of those they directly supervise or control,

34. ALTERNATIVE DISPUTE RESOLUTION.

The parties shall. and shall cause both their and their respective
subsidiaries’. affliates’ and associated entities’ current and former
offcers, partners.  directers, employees. agents and
representatives, to first attempt to setile any disoute arising out of
or relatng to the Engagemert Letter or the services provided
hereunder (the “Dispute™ through good faith negofiations in the
spirit of mutual cooperation between representatives of each of the
parties with autherity to resoclve the Dispute. In the event that the
parties are unable to settle or resolve a Dispute through
negotiation within 3G days of when one of the parties has notified
the other party cf the Dispute by dsfivering a notice of dispute, or
such longer period as the parties may mutually agree upon, such
Dispute shali, as promptly as ts reasonably practicable, be subject
to mediation pursuant to the Natlonal Mediation Ruies of the ADR
Instituie of Canada. Inc. that are in force at the time the notice of
dispute is delivered. Any Dispute retnaining unresclved for more
than 60 days following the parties first meeting with a mediaftor or
such longer period as the parties may mutually agree upon srall,
as promptly as Is reasorably pracdcable, be rescived by arbitration
pursuant to the Arbitratior: Rules of the ADR Institute of Canada,
irc. (the “Arblration Ruies”) that are in force at tne time the
Dispute is subject to arbitration, For certainty, the parties hereby
waive any right they may otherwise have to bring a court action in
connection with a Dispute. The parties also waive any right they
may otherwise have to bring or participate in a class. collective or
representative proceeding in connection with a Dispute, whether in
court or before an arbifrator. The arbitrator's decision shall be final.
conclusive and binding upon the parties. and the parties shall have
no right to appeal or seek judicial review of the arbitrator's
decision. For certainty. fre pariies hereby waive any right of
appeal which may otherwise be avallable. urder applicable
legisiation or under the Arbitration Rules. The place of mediation
and arbitration shail be the city in Canada in which the principal
KPMG office that performed the engagement is iocated. The
language of the mediation and arbitration shall be English.
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Appendix 2: AUdit qualty and risk managemen

KPMG maintains a system of quality control designed to reflect our drive and
determination to deliver independent, unbiased advice and opinions, and also
meet the requirements of Canadian professional standards.

of our quality control systems.

Quality control is fundamental to our business and is the responsibility of every
partner and employee. The following diagram summarises the six key elements

Visit our Audit Quality Resources page for more information including access to our audit quality report, Audit quality: Our hands-on process.

—  Other controls include:

—  Before the firm issues its audit
report, Engagement Quality Control
Reviewer reviews the
appropriateness of key elements of
publicly listed client audits.

—  Technical department and specialist
resources provide real-time support
to audit teams in the field.

— We conduct regular reviews of
engagements and partners. Review
teams are independent and the work
of every audit partner is reviewed at
least once every three years.

— We have policies and guidance to
ensure that work performed by
engagement personnel meets
applicable professional standards,
regulatory requirements and the
firm’s standards of quality.

Independence,
integrity, ethics
and objectivity

Other risk
management
quality controls

Personnel
management

KPMG

Audit quality
and risk

management
Acceptance &
Independent continuance of
monitoring clients /
engagements

Engagement
performance
standards

All KPMG partners and staff are required
to act with integrity and objectivity and
comply with applicable laws, regulations
and professional standards at all times.

We do not offer services that would impair
our independence.

The processes we employ to help retain
and develop people include:

— Assignment based on skills and experience;
— Rotation of partners;

— Performance evaluation;

— Development and training; and

— Appropriate supervision and coaching.

We have policies and procedures for
deciding whether to accept or continue a
client relationship or to perform a specific
engagement for that client.

Existing audit relationships are reviewed
annually and evaluated to identify
instances where we should discontinue
our professional association with the client.


http://www.kpmg.ca/audittrends
https://home.kpmg.com/ca/en/home/insights/2018/02/the-blockchain-shift-will-be-seismic.html
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Appendix a: KPMG S audit approach and methodology

Technology-enabled audit workflow (eAudIT)

Engagement Setup

Tailor the eAudIT workflow to your
circumstances

Access global knowledge specific to your
industry

Team selection and timetable

Completion

Tailor the eAudIT workflow to your
circumstances

Update risk assessment

Perform completion procedures and overall
evaluation of results and financial
statements

Form and issue audit opinion on financial
statements

Obtain written representation from
management

Required Audit Committee communications
Debrief audit process

Risk Assessment

Tailor the eAudIT workflow to your
circumstances

Understand your business and financial
processes

Identify significant risks

Plan the use of KPMG specialists and
others including auditor’s external experts,
management experts, internal auditors,
service organizations auditors and
component auditors

Determine audit approach

Evaluate design and implementation of
internal controls (as required or considered
necessary)

Testing

Tailor the eAudIT workflow to your
circumstances

Perform tests of operating effectiveness of
internal controls (as required or considered
necessary)

Perform substantive tests
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Appendix 4: Required communications

In accordance with professional standards, there are a number of communications that are required during the course of and upon completion of our audit. These include:

— Engagement letter — the objectives of the audit, our responsibilities in
carrying out our audit, as well as management’s responsibilities, are set out
in the engagement letter and any subsequent amendment letters as
attached.

— Audit planning report — as attached

— Required inquiries — professional standards require that during the planning
of our audit we obtain your views on risk of fraud and other matters. We
make similar inquiries to management as part of our planning process;
responses to these will assist us in planning our overall audit strategy and
audit approach accordingly.

Management representation letter — we will obtain from management
certain representations at the completion of the annual audit. In accordance
with professional standards, copies of the representation letter will be
provided to the Audit Committee.

Audit findings report — at the completion of our audit, we will provide a
report to the Audit Committee.



kpmg.ca/audit
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KPMG LLP, an Audit, Tax and Advisory firm (kpmg.ca) and a Canadian limited liability partnership established under the laws of Ontario, is the Canadian member firm of KPMG International Cooperative (‘KPMG International”).

KPMG member firms around the world have 174,000 professionals, in 155 countries.

The independent member firms of the KPMG network are affiliated with KPMG International, a Swiss entity. Each KPMG firm is a legally distinct and separate entity, and describes itself as such.

© 2018 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved.
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