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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of the
Education Quality and Accountability Office

Opinion

We have audited the financial statements of the Education Quality and Accountability Office
(the Entity), which comprise:

o the statement of financial position as at March 31, 2026

the statement of operations and accumulated surplus for the year then ended

the statement of changes in net financial assets for the year then ended

the statement of cash flows for the year then ended
e and notes to the financial statements, including a summary of significant accounting policies
(Hereinafter referred to as the "financial statements™).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at March 31, 2026, and its results of operations, its changes in net
financial assets and its cash flows for the year then ended in accordance with Canadian public
sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the "Auditor's Responsibilities for
the Audit of the Financial Statements” section of our auditor's report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Canada and we have fulfiled our other ethical
responsibilities in accordance with these requirements.

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

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee. KPMG Canada provides services to KPMG LLP
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

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

Those charged with governance are responsible for overseeing the Entity's financial reporting
process.

Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

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

We also:

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

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

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

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

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

Kins #8
T

Chartered Professional Accountants, Licensed Public Accountants
Vaughan, Canada

June 25, 2026



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Statement of Financial Position

March 31, 2026, with comparative information for 2025

2026 2025
Financial Assets
Cash $ 1,225,879 $ 3,081,442
Restricted investments—board restricted fund (note 2b) 11,758,654 11,049,494
Accounts receivable (note 3a) 3,127,138 1,583,861
16,111,671 15,714,797
Financial Liabilities
Accounts payable and accrued liabilities (note 3b) 2,893,042 3,124,690
Unearned revenue 74,480 75,696
2,967,522 3,200,386
Net financial assets 13,144,149 12,514,411
Non-Financial Assets
Prepaid expenses (note 4) 541,646 426,816
Tangible capital assets (note 5) 129,126 223,157
670,772 649,973
Commitments (note 6)
Economic dependence (note 3)
Contingent liability (note 11)
Accumulated surplus (note 2) $ 13,814,921 $ 13,164,384

See accompanying notes to financial statements.

On behalf of the Board:

W—- Vice-Chair

§ Chief Executive Officer




EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Statement of Operations and Accumulated Surplus

Year ended March 31, 2026, with comparative information for 2025

2026 2026 2025
Budget Actual Actual
(note 10)
Revenue:
Ministry of Education:
Base allocation payments (note 3) $ 33,528,158 32,267,769 $ 30,963,317
Interest income (note 2b) - 514,244 682,263
Other - 268,443 287,440
33,528,158 33,050,456 31,933,020
Expenses:
Service and rental 16,202,911 15,292,510 14,375,680
Salaries and wages 16,334,610 16,399,177 16,096,244
Transportation and communication 133,116 141,422 157,509
Supplies and equipment (note 5) 857,521 566,810 670,448
33,528,158 32,399,919 31,299,881
Annual surplus - 650,537 633,139
Accumulated surplus, beginning of year 13,164,384 13,164,384 12,531,245
Accumulated surplus, end of year $ 13,164,384 13,814,921 13,164,384
Accumulated surplus comprises:
Externally restricted (note 2a) 2,056,267 2,114,890
Internally restricted (note 2b) 11,758,654 11,049,494
13,814,921 $ 13,164,384

See accompanying notes to financial statements.



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Statement of Changes in Net Financial Assets

Year ended March 31, 2026, with comparative information for 2025

2026 2026 2025
Budget Actual Actual
(note 10)
Annual surplus $ - $ 650,537 $ 633,139
Acquisition of tangible capital assets - - (85,332)
Amortization of tangible capital assets
(note 5) 105,738 94,031 92,160
105,738 94,031 6,828
Acquisition of prepaid expenses - (541,646) (426,816)
Use of prepaid expenses - 426,816 685,252
— (114,830) 258,436
Increase in net financial assets 105,738 629,738 898,403
Net financial assets, beginning of year 12,514,411 12,514,411 11,616,008
Net financial assets, end of year $ 12,620,149 $ 13,144,149 $ 12,514,411

See accompanying notes to financial statements.



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Statement of Cash Flows

Year ended March 31, 2026, with comparative information for 2025

2026 2025
Cash provided by (used in):
Operating activities:
Annual surplus $ 650,537 $ 633,139
Amortization of tangible capital assets,
which does not affect cash 94,031 92,160
744,568 725,299
Change in non-cash operating working capital:
Accounts receivable (1,543,277) (1,110,463)
Accounts payable and accrued liabilities (231,648) 1,137,273
Unearned revenue (1,216) 18,791
Prepaid expenses (114,830) 258,436
(1,146,403) 1,029,336
Capital activities:

Acquisition of tangible capital assets - (85,332)
Investing activities:

Net change to board restricted fund (709,160) (899,757)
Increase (decrease) in cash (1,855,563) 44,247
Cash, beginning of year 3,081,442 3,037,195
Cash, end of year $ 1,225,879 $ 3,081,442

See accompanying notes to financial statements.



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements

Year ended March 31, 2026

The Education Quality and Accountability Office (the "Agency") was established by the Province of
Ontario by the EQAO Act (June 1996). The Agency was created to ensure greater accountability and
to contribute to the enhancement of the quality of education in Ontario. This mandate is satisfied
through assessments and reviews based on objective, reliable and relevant information, and the
timely public release of that information along with recommendations for system improvement.

1. Significant accounting policies:

These financial statements, which have been prepared in accordance with Canadian public
sector accounting standards, as established by the Public Sector Accounting Board of the
Chartered Professional Accountants of Canada ("CPA Canada") and, where applicable, the
recommendations of the Accounting Standards Board of CPA Canada, reflect the accounting
policies set out below:

(a) Revenue recognition:
The Agency is funded by the Ministry of Education in accordance with established budget
arrangements. The Agency receives base allocation payments in accordance with the fiscal
year's approved budget. These transfer payments are recognized in the financial
statements in the year in which the transfer is authorized and all eligibility criteria have

been met, except when a transfer gives rise to a liability.

Unearned revenue includes fees for tests to be delivered in future years. Revenue will be
recognized in that future year, when the services or products are provided.

Interest income is recognized on an accrual basis.
Other revenue is recognized at the time the service is rendered.
(b) Tangible capital assets:

Tangible capital assets are stated at cost less accumulated amortization. Tangible capital
assets are amortized on a straight-line basis over their estimated useful lives as follows:

Computer equipment 3 to 10 years
Furniture and fixtures 5 years




EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements (continued)

Year ended March 31, 2026

1.

2,

Significant accounting policies (continued):

For assets acquired or brought into use during the year, amortization is calculated from the
month following that in which additions come into operation.

The Agency considers the carrying value of tangible capital assets when events or changes
in circumstances indicate that the carrying value of an asset may not be recoverable or
when a tangible capital asset no longer contributes to the Agency's ability to provide goods
and services. If the Agency expects an asset to generate cash flows less than the asset's
carrying value, at the lowest level of identifiable cash flows, the Agency recognizes a loss
for the difference between the asset's carrying value and its fair value.

Measurement uncertainty:

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the year. Such estimates include providing for
amortization and impairment of tangible capital assets. Actual results could differ from
those estimates.

Accumulated surplus:

(a) Externally restricted accumulated surplus:

The Agency receives base allocation payments in accordance with the year's approved
budget. Actual expenses incurred in the year could differ from the budgeted amounts. The
difference between base allocation payments received and actual expenses incurred are
tracked separately as externally restricted accumulated surplus.



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements (continued)

Year ended March 31, 2026

2. Accumulated surplus (continued):
(b) Internally restricted accumulated surplus:

A board restricted fund was established by a Board of Directors' ("Board") resolution for the
purpose of examining assessment processes and researching emerging methodologies in
large-scale assessment in order to maintain Ontario's high-quality assessment programs as
best of class. As at year end, the balance comprised $3,700,602 (2025-$2,991,442) in
cash and $8,058,052 (2025-$8,058,052) of guaranteed investment certificates with
maturity dates of January 2027 (2025—January 2027) and interest of 3.23% (2025-3.23%)
per annum. According to the EQAO Act (June 1996), the Agencies and Appointment
Directive and the Financial Administration Act, the Agency has the authority to retain any
revenue that is not provincial funding.

2026 2025
Balance, beginning of year $ 11,049,494 $ 10,149,737
Appropriation of other income 262,016 281,256
Interest income earned on funds 514,244 682,263
Cost associated with fee-based administration (note 8) (67,100) (63,762)
Balance, end of year $ 11,758,654 $ 11,049,494

3. Related parties:

The Agency is economically dependent on the Province of Ontario and is therefore related to
the Government of Ontario and its ministries and agencies. These financial statements include
transactions with related parties measured at the exchange amount, being the amount of
consideration established and agreed to by the related parties.

The Agency derives substantially all of its income from the Ministry of Education in the form of
base allocation payments. The Agency's ability to carry on operations, realize assets and
discharge its liabilities depends on the continued financial support of the Ministry of Education.



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements (continued)

Year ended March 31, 2026

3. Related parties (continued):

In addition, during the year, the Agency entered into transactions with other related parties
within the Province of Ontario reporting entity.

(a) Accounts receivable:

Included in accounts receivable is a transfer payment for the following amount:

2026 2025

Ministry of Education $ 2,926,000 $ 1,339,815

(b) Accounts payable and accrued liabilities:

Included in accounts payable and accrued liabilities are the following amounts for services
in the normal course of operations:

2026 2025
Ministry of Public and Business Service Delivery $ 1,150,007 $ 318,852
Ministry of Infrastructure - 29,071
Ontario School Boards 640,147 1,161,976
Conestoga College - 597,678

$ 1,790,154 $ 2,107,577

4. Prepaid expenses:

Prepaid expenses are paid in cash and recorded as assets before they are used or consumed.
As at year end, the balance is made up of the following amounts:

2026 2025

Prepaid expenses $ 247,865 $ 222,012
Prepaid secondees 293,781 204,804
$ 541,646 $ 426,816




EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements (continued)

Year ended March 31, 2026

5. Tangible capital assets:

2026 2025

Accumulated Net book Net book

Cost amortization value value

Computer equipment $ 820,532 $ 702403 $ 118,129 $ 205,876
Furniture and fixtures 365,172 354,175 10,997 17,281

$ 1,185,704 $ 1,056,578 $ 129,126 $ 223,157

Amortization of tangible capital assets recorded in the current year within supplies and
equipment expenses amounts to $94,031 (2025-$92,160).

6. Commitments:

The Agency leases premises under certain operating lease arrangements with expiry dates up
to December 31, 2028. Under the terms of the leases, the Agency is required to pay an annual
base rent, which is predetermined based on square footage rates plus operating and
maintenance charges.

Future minimum annual scheduled payments are as follows:

2027 $ 612,366
2028 637,137
2029 477,853
$ 1,727,356
7. Financial instruments:

The Agency's financial instruments consist of cash, board restricted investments, accounts
receivable and accounts payable and accrued liabilities. Financial instruments are recorded at
fair value on initial recognition. The fair values of these financial instruments approximate their
carrying values due to their short-term nature.

It is management's opinion that the Agency is not exposed to significant interest, currency or
credit risk arising from these financial instruments.



EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements (continued)

Year ended March 31, 2026

10.

1.

Allocation of expenses:
Incremental administration expenses are allocated to fee-based administration revenue.

Expenses are allocated proportionately based on the number of individual student assessments
administered.

Liquidity risk:

Liquidity risk is the risk that the Agency will be unable to fulfill its obligations on a timely basis or
at a reasonable cost. The Agency manages its liquidity risk by monitoring its operating
requirements. The Agency prepares budget and cash forecasts to ensure it has sufficient funds

to fulfill its obligations.

There have been no significant changes to the liquidity risk exposure from 2025.

Budget:

The budget information has been derived from the budget approved by the Board on June 23,
2025.

Contingent liability:

The Agency has been named as a defendant in a legal proceeding for alleged breach of
contract. Since the outcome of the litigation is uncertain, no provision has been made in the
financial statements for this matter. The Agency will continue to assess the likelihood and
potential amount of any future liability related to this matter.
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EDUCATION QUALITY AND ACCOUNTABILITY OFFICE

Notes to Financial Statements (continued)

Year ended March 31, 2026

12.

Future accounting pronouncements:

These standards and amendments were not yet effective for the year ended March 31, 2026,
and have therefore not been applied in preparing these financial statements. Management is
currently assessing the impact of these standards on the future financial statements.

(@)

(b)

(c)

(d)

The conceptual framework for financial reporting in the public sector was revised and
2024-2025 Annual Improvements to Public Sector Accounting Standards (PSAS) were
issued. The Public Sector Accounting Board (PSAB) approved amendments providing
terminology updates to align various sections of the PSAS Handbook with PSAB's
Conceptual Framework and Reporting Model. These revisions and amendments are
effective for fiscal years beginning on or after April 1, 2026 (the Agency's March 31, 2027
year end).

PS 1202, Financial Statement Presentation, will replace the current section PS 1201. This
guideline is effective for fiscal years beginning on or after April 1, 2026 (the Agency's
March 31, 2027 year end).

PS 3251, Employee Benefits, will replace the current sections PS 3250, Retirement
Benefits, and PS 3255, Post-employment Benefits, Compensate Absences and
Termination Benefits. The proposed section is recently approved, with an effective date of
April 1, 2029 (the Agency's March 31, 2030 year end).

PS 3150, Tangible Capital Assets. The PSAB has issued amendments related to PS 3150
in May 2025 as a result of implementing its Government Not-for-Profit Strategy, which
incorporates the PS 4200 series into public-sector accounting standards with potential
customization. The amendments to this section are effective for fiscal periods beginning on
or after April 1, 2030 (the Agency's March 31, 2031 year end).
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