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SCOTT POINT WATERWORKS DISTRICT
377 Scott Point Drive
Salt Spring Island, BC
V8K 2R2

March 28, 2024

McLean, Lizotte, Wheadon and Company
340 Lower Ganges Road
Salt Spring Island British Columbia V8K 2V3

Attention: Frédéric Lizotte, CPA, CGA

Dear Sir:

This representation letter is provided in connection with your audit of the financial statements of Scott Point
Waterworks District for the year ended December 31, 2023, for the purpose of you expressing an opinion as to
whether the financial statements are presented fairly, in all material respects, in accordance with Canadian public
sector accounting standards.

In making the representations outlined below, we took the time necessary to appropriately inform ourselves on the
subject matter through inquiries of entity personnel with relevant knowledge and experience, and, where
appropriate, by inspecting supporting documentation.

We confirm that (to the best of our knowledge and belief):

1.

N

Financial Statements

We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated December 17, 2022
for:

a. Preparing and fairly presenting the financial statements in accordance with Canadian public sector

accounting standards;

b. Providing you with:

i. Access to all information of which we are aware that is relevant to the preparation of the financial
statements, such as:

A. Accounting records, supporting data and other relevant documentation,

B. Minutes of meetings (such as shareholders, board of directors and audit committees) or summaries of
actions taken for which minutes have not yet been prepared, and

C. Information on any other matters, of which we are aware, that is relevant to the preparation of the
financial statements;

ii. Additional information that you have requested from us for the purpose of the audit; and

iii. Unrestricted access to persons within the entity from whom you determine it necessary to obtain audit
evidence.

. Ensuring that all transactions have been recorded in the accounting records and are reflected in the

financial statements; and

. Designing and implementing such internal control as we determined is necessary to enable the preparation

of financial statements* that are free from material misstatement, whether due to fraud or error. We have
also communicated to you any deficiencies in the design and implementation or the maintenance of internal
control over financial reporting of which management is aware.

Fraud and Non Compliance

We have disclosed to you:
a. All of our knowledge in relation to actual, alleged or suspected fraud affecting the entity's financial

statements involving:
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2. Fraud and Non Compliance (continued)
i. Management;
ii. Employees who have significant roles in internal control; or
iii. Others where the fraud could have a material effect on the financial statements;

b. All of our knowledge in relation to allegations of fraud or suspected fraud communicated by employees,
former employees, analysts, regulators or others;

c. All known instances of non-compliance or suspected non-compliance with laws and regulations, including
all aspects of contractual agreements that should be considered when preparing the financial statements;

d. All known, actual, or possible litigation and claims that should be considered when preparing the financial
statements; and

e. The results of our risk assessments regarding possible fraud or error in the financial statements.
3. Related Parties

We confirm that there were no related-party relationships or transactions that occurred during the period.
4. Estimates

We acknowledge our responsibility for determining the accounting estimates required for the preparation of the
financial statements in accordance with Canadian public sector accounting standards. Those estimates reflect
our judgment based on our knowledge and experience of past and current events, and on our assumptions
about conditions we expect to exist and courses of action we expect to take. We confirm that the significant
assumptions and measurement methods used by us in making accounting estimates, including those
measured at fair value, are reasonable.

5. Subsequent Events

All events subsequent to the date of the financial statements and for which Canadian public sector accounting
standards requires adjustment or disclosure have been adjusted or disclosed.

6. Commitments and Contingencies

There are no commitments, contingent liabilities/assets or guarantees (written or oral) that should be disclosed
in the financial statements. This includes liabilities arising from contract terms, illegal acts or possible illegal
acts, and environmental matters that would have an impact on the financial statements.

7. Adjustments

We have reviewed, approved and recorded all of your proposed adjustments to our accounting records. This
includes journal entries, changes to account coding, classification of certain transactions and preparation of, or
changes to, certain accounting records.

8. Misstatements

The effects of uncorrected misstatements are immaterial, individually and in aggregate, to the financial
statements as a whole. A list of the uncorrected misstatements, including the reasons why they were not
corrected, is attached to this letter.

9. Accounting policies

All significant accounting policies are disclosed in the financial statements and are consistent with those used
in the previous period.

Acknowledged and agreed on behalf of Scott Point Waterworks District by:

Authenti

Richard Ballantyne ( =

04/05/24 04/05/24

Date signed Date signed
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The financial statements of Scott Point Waterworks District have been prepared in accordance with
Canadian public sector accounting standards (PSAS) When alternative accounting methods exist,
management has chosen those it deems most appropriate in the circumstances. These statements
include certain amounts based on management's estimates and judgments. Management has
determined such amounts based on a reasonable basis in order to ensure that the financial statements
are presented fairly in all material respects.

The integrity and reliability of Scott Point Waterworks District's reporting systems are achieved through
the use of formal policies and procedures, the careful selection of employees and an appropriate division
of responsibilities. These systems are designed to provide reasonable assurance that the financial
information is reliable and accurate.

The Board of Trustees is responsible for financial reporting and is ultimately responsible for reviewing and
approving the financial statements as well as the engagement or re-appointment of the external auditors.

The financial statements have been audited on behalf of the members by McLean, Lizotte, Wheadon and
Company, in accordance with Canadian public sector accounting standards (PSAS)

Authenti Authenti

@:’clmrd Ballantyne [ =

Richard Ballantyne, Chair Tim Slaney, Financial Officer

Salt Spring Island, BC
March 28, 2024
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INDEPENDENT AUDITOR'S REPORT

To the Members of Scott Point Waterworks District
Report on the Financial Statements
Opinion

We have audited the financial statements of Scott Point Waterworks District (the organization), which comprise the
statement of financial position as at December 31, 2023, and the statements of operations and accumulated surplus,
changes in net financial assets and cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the organization as at December 31, 2023, and the results of its operations and cash flows for the year then ended in
accordance with Canadian public sector accounting standards (PSAS)

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 report. We are independent of the organization in accordance with ethical requirements that are
relevant to our audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

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
PSAS, 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 organization'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 organization or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the organization'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 these financial
statements.

(continues)
2
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Independent Auditor's Report to the Members of Scott Point Waterworks District (continued)

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:

o l|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
organization’s internal control.

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

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 organization’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 organization to cease to continue as a going concern.

e 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.

We 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.

Salt Spring Island, British Columbia MCLEAN, LIZOTTE, WHEADON AND COMPANY
March 28, 2024 Chartered Professional Accountants

LIZOTTE.
WHEADON

v
Chartered Prof‘essr‘ana/ Accountants
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SCOTT POINT WATERWORKS DISTRICT
Statement of Financial Position

December 31, 2023

Total Total
2023 2022
2023 2022
ASSETS
Cash 35,344 33,745
Accounts receivable 11,532 17,216
Investments 63,583 60,874
110,459 111,835
LIABILITIES
Accounts payable 8,837 8,141
Deferred income 3,577 1,436
12,414 9,577
NET FINANCIAL ASSETS 98,045 102,258
NON-FINANCIAL ASSETS
Inventory - -
Prepaid expenses 8,919 4,516
Tangible capital assets (Note 3) 611,865 617,473
620,784 621,989
ACCUMULATED SURPLUS 718,829 724,247

BEHALF OF THE BOARD

Richard Ballantyne

Authenti

Trustee

=

Trustee

See notes to financial statements
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SCOTT POINT WATERWORKS DISTRICT
Statement of Operations and Accumulated Surplus
Year Ended December 31, 2023

Budget 2023 2022
2023 2023 2022

REVENUES
Water tolls and penalties $ 71920 $ 66,150 $ 69,936
Parcel tax and penalties 33,660 33,829 33,660
Interest income 383 2,723 369
105,963 102,702 103,965

EXPENSES
Advertising and promotion - 46 83
Amortization 24,000 25,196 24,749
Dues and memberships 368 350 350
Insurance 9,365 9,168 8,178
Interest and bank charges - 186 360
Office 2,496 2,701 2,318
Laboratory costs 6,535 7,502 6,271
Professional fees 5,250 5,500 5,000
Repairs and maintenance 41,495 51,628 38,736
Utilities 6,180 5,843 5,542
95,689 108,120 91,587
ANNUAL SURPLUS (DEFICIT) 10,274 (5,418) 12,378

ACCUMULATED SURPLUS - BEGINNING OF

YEAR 724,247 724,247 711,869
ACCUMULATED SURPLUS - END OF YEAR $ 734,521 $ 718,829 $ 724,247

See notes to financial statements
5
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SCOTT POINT WATERWORKS DISTRICT
Statement of Changes in Net Financial Assets
Year Ended December 31, 2023

Budget
2023 2023 2022
ANNUAL SURPLUS (DEFICIT) $ 10,274  § (5,418) $ 12,378
Amortization of tangible capital assets 24,000 25,196 24,749
Purchase of tangible capital assets (26,944) (19,587) (6,615)
Decrease (increase) in prepaid expenses - (4,404) (740)
(2,944) 1,205 17,394
INCREASE (DECREASE) IN NET FINANCIAL
ASSETS 7,330 (4,213) 29,772
NET FINANCIAL ASSETS - BEGINNING OF
YEAR 72,486 102,258 72,486
NET FINANCIAL ASSETS - END OF YEAR $ 79,816 $ 98,045 $ 102,258

See notes to financial statements
6
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SCOTT POINT WATERWORKS DISTRICT
Statement of Cash Flows
Year Ended December 31, 2023

Total Total
2023 2022
OPERATING ACTIVITIES
Annual surplus (deficit) $ (5,418) $ 12,378
Item not affecting cash:
Amortization of tangible capital assets 25,196 24,749
19,778 37,127
Changes in non-cash working capital:
Accounts receivable 5,684 (5,217)
Accounts payable 695 (10,999)
Deferred income 2,141 (1,703)
Prepaid expenses (4,403) (742)
4,117 (18,661)
Cash flow from operating activities 23,895 18,466
INVESTING ACTIVITIES
Purchase of tangible capital assets (19,587) (6,615)
Purchase of marketable securities (2,709) (369)
Cash flow used by investing activities (22,296) (6,984)
INCREASE IN CASH FLOW 1,599 11,482
Cash - beginning of year 33,745 22,263
CASH - END OF YEAR $ 35344 $ 33,745

See notes to financial statements
7
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SCOTT POINT WATERWORKS DISTRICT
Notes to Financial Statements
Year Ended December 31, 2023

1. PURPOSE OF THE ORGANIZATION

Scott Point Waterworks District (the "district") is an improvement district incorporated under the
Local Government Act of British Columbia. The purpose of the District is the acquisition,
maintenance and operation of works for water distribution purposes and all matters incidental
thereto.

2.  SIGNIFICANT ACCOUNTING POLICIES

Financial statement presentation

The financial statements of the district have been prepared in accordance with Canadian public
sector accounting standards as recommended by the Public Sector Accounting Board (PSAB) of the
Chartered Professional Accountants of Canada. Significant accounting policies adopted by the
district are as follows:

Reporting entity

The financial statements reflect the assets, liabilities, accumulated surplus, revenues, and expenses
of the District. The District's operations are comprised of the Operating, Tangible Capital Assets, and
Renewal Reserve Funds.

Basis of accounting

The District follows the accrual method of accounting for revenues and expenses. Revenues are
normally recognized in the year in which they are earned and measurable. Expenses are recognized
as they are incurred and measurable on receipt of goods or services and/or the creation of a legal
obligation to pay.

Cash and cash equivalents

Cash and cash equivalents are comprised of cash on hand, demand deposits, and short-term, highly
liquid investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of change in value.

Investments
Investments are comprised of term deposits and are recorded at cost.

Deferred revenue and deposits

Deferred revenue consists of collected user charges and fees for which the related services have yet
to be performed. Revenue is recognized in the period when the related services are performed.

(continues)
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SCOTT POINT WATERWORKS DISTRICT
Notes to Financial Statements
Year Ended December 31, 2023

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenues are recognized as follows:

Water tolls are recorded upon provision of service when collection is reasonably assured. Water
tolls received in advance of the toll being earned are deferred and recognized when the toll is earned
and billed.

Parcel taxes are recorded annually, when authorized by by-law, for the taxable period for which the
tax is levied.

Non-financial assets

Non-financial assets are not available to discharge existing liabilities and are held for use in the
provision of services. They have useful lives extending beyond the current year and are not intended
for sale in the ordinary course of operations.

I. Tangible capital assets
Tangible capital assets are recorded at cost which includes amounts that are directly attributed to

aquisition, construction, development or betterment of an asset. The cost, less residual value of the
capital asset is amortized on a straight-line basis at the following rates:

Buildings 50 years
Equipment 5 years
Treatment plant 25 years
Water towers and tanks 35 years
Waterworks distribution and collection systems 50 years
Wells 50 years
Well pumps 20 years

Non-financial assets acquired during the year but not placed into use are not amortized until they are
placed into use.

Il. Inventory and prepaid expenses
Inventories and prepaid expenses are recorded at the lower of cost and replacement cost.

Use of estimates

Preparation of the financial statements in conformity with Canadian public sector accounting
standards requires the Board to make estimates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting
period. Significant estimates include assumptions used in estimating historical cost and useful lives
of tangible capital assets and estimating provisions for accrued liabilities. Actual results could differ
from these estimates and adjustments, if any, will be reflected in the period of settlement or upon a
change in the estimate.

(continues)
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SCOTT POINT WATERWORKS DISTRICT
Notes to Financial Statements
Year Ended December 31, 2023

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

The District’s financial instruments consist of cash, accounts receivable, investments, accounts
payable, and deferred revenue. The carrying amount of these financial instruments approximates
their fair value because they are short-term in nature or because they bear interest at market rates.

Unless otherwise noted, it is management’s opinion that the District is not exposed to significant
interest, liquidity or credit risk arising from these financial instruments.

3. TANGIBLE CAPITAL ASSETS

2022 2023
Cost Balance Additions Disposals Balance
Buildings $ 25449 $ 18 - $ 25,450
Treatment plant 198,099 10,933 - 209,032
Water towers and tanks 364,416 - - 364,416
Waterworks systems 248,288 6,202 - 254,490
Well pumps 18,752 2,452 - 21,204
Well 5,297 - - 5,297
$ 860,301 $ 19,588 $ - $ 879,889
Accumulated
2022 Amortization 2023
Accumulated Amortization Balance Amortization  on Disposals Balance

Buildings $ 5413 § 509 $ - $ 5,922
Treatment plant 50,794 8,142 - 58,936
Water towers and tanks 126,718 10,412 - 137,130
Waterworks systems 51,017 5,028 - 56,045
Well pumps 8,591 999 - 9,590
Well 295 106 - 401
$ 242828 $ 25,196 $ - $ 268,024

Net book value 2023 2022
Buildings $ 19,528 $ 20,036
Treatment plant 150,096 147,305
Water towers and tanks 227,286 237,698
Waterworks systems 198,445 197,271
Well pumps 11,614 10,161
Well 4,896 5,002

$ 611,865 9 617,473

10
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SCOTT POINT WATERWORKS DISTRICT
Notes to Financial Statements
Year Ended December 31, 2023

4. ACCUMULATED SURPLUS

2023 2022
Surplus from operations
Balance, beginning of year $ 106,774 $ 76,260
Add: current year surplus (deficiency) 19,778 37,127
Purchase of tangible capital assets (19,586) (6,613)
106,966 106,774
Invested in tangible capital assets
Balance, beginning of year 617,473 635,609
Add: Purchase of tangible capital assets 19,586 6,613
Less: amortization (25,196) (24,749)
611,863 617,473
Grand total $ 718,829 $ 724,247

5. COMMITMENTS

The District entered into a contract with the North Salt Spring Waterworks District for repairs and
operations and maintenance services in 2023. It has been extended to June 30, 2024 but can be

cancelled with 3 month notice. Further extensions are under discussion.

6. BUDGET

The financial plan is prepared on a revenue and expenditure basis. The unaudited budget figures
presented in these financial statements have been approved by the trustees for the year and are

presented for information purposes only.
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