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REGIONAL DISTRICT 

STAFF REPORT 

DATE: 	April 29, 2019 	 FILE: 0550-04 Board 

TO: 	Chair and Directors 
Regional Board 

FROM: 	David Leitch 
Chief Administrative Officer 

RE: 	2018 FINANCIAL STATEMENTS AND AUDIT FINDINGS REPORT 

PURPOSE/PROBLEM 
To present the 2018 Financial Statements and the Audit Findings Report by MNP LLP for the 
Strathcona Regional District for the year ended December 31, 2018 for approval of the Board. 

POLICY ANALYSIS 
Under section 167 of the Community Charter, the audited consolidated financial statements as 
prepared in accordance with public sector accounting standards, must be presented to the Board 
for its acceptance and then submitted to the Province by May 15 each year. The financial 
statements have been audited by the Board-appointed audit firm, MNP LLP for the year ended 
December 31, 2018 following Canadian generally accepted auditing standards. Canadian Audit 
Standards require the Board to accept the annual financial statements prior to the final release of 
the Auditor's Report. Once Board approval is obtained, the Auditors' Report will be included in 
the 2018 Financial Statements and then the year-end financials will be submitted to the Ministry 
of Municipal Affairs and Housing. 

EXECUTIVE SUMMARY 
The 2018 Financial Statements includes notes and supporting schedules accompanied by the 
Management Responsibility for Financial Reporting Statement. The Audit Findings Report 
concludes that the financial statements present fairly, in all material respects, the financial position 
of the Strathcona Regional District at December 31, 2018. The 2018 Consolidated Financial 
Statements reflect the Board's commitment towards fiscal sustainability as evidenced in part by 
the increase in reserve funds and total accumulated surplus. 

The auditors confirm independence from the Strathcona Regional District, and that they have had 
access to Board Directors without interference from management. The Board may choose to 
convene a restricted, closed session to discuss with the auditors any financial matters pertaining 
to the Regional District. A summary of highlights from the Audit Findings Reports attached are 
summarized below: 

Audit Highlights 	 Response 
Internal control deficiencies 	 None identified. 
Identified or suspected fraud. 	 None identified. 
Identified or suspected non-compliance with laws and regulations 	None identified. 
Significant differences in financial statements 	 None identified. 
Auditor independence concerns 	 None identified. 
Audit report on financial statements 	 Unqualified opinion 

(no issues noted) 



Respec 

/ 
, 	David Leitch 

Chief Administrative Officer 
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RECOMMENDATIONS 

1. THAT the report from the Chief Administrative Officer be received. 

2. THAT Cory Vanderhorst, CPA, CA, representing the audit firm of MNP LLP, be invited to make 
a presentation regarding the Audit Findings Report of the 2018 Financial Statements. 

3. THAT Myriah Foort, Chief Financial Officer be invited to present a summary of the 2018 
Financial Statements. 

4. THAT the presentations be received. 

5. [OPTIONAL] THAT the meeting be closed to the public to consider matters deemed to fall 
within the parameters of s.90(1)(d) of the Community Charter [security of property], and 

THAT Cory Vanderhorst of MNP LLP, be authorized to attend the closed session pursuant to 
s.91(2) of the Community Charter, and 

THAT all staff be excused from the meeting chambers, and further 

THAT the Board reconvene in public immediately following the closed session. 

6. THAT the Strathcona Regional District's Audited Consolidated Financial Statements for the 
year ended December 31, 2018 be approved. 

CONSOLDIATED FINANCIAL STATEMENTS 
A summary of key highlights of the 2018 Consolidated Financial Statements: 

Statement A (Statement of Financial Position) 
• Cash and cash equivalents (2018 - $20.4 million, 2017 - $17.4 million) 

o Reserve funds increased $1.5 million in 2018, $1.035 million related to the annual 
Strathcona Gardens RE-CREATE contributions for matching grants funds for 
redevelopment of the facility, and other annual transfers including $150,000 for 
ongoing Strathcona Gardens capital renewal projects, $169,000 to general 
administration for operating and capital initiatives, $160,000 to Planning for future 
capital projects, and other various transfers. 

o Additionally, the Regional District obtained the full $2,042,160 of long-term proceeds 
in 2018, of which only $1.6 million was spent on the building purchase, with the 
remaining $400,000 planned to be spent on building renovations in 2019. 

o Other increases relate to timing differences for receipt and payments of accounts 
receivable and payables at year-end. 

• Municipal debt receivable/Long-term debt (2018 - $8.4 million, 2017 - $4.6 million) 
o The City of Campbell River obtained $4.3 million of long-term borrowing in 2018, less 

principal amounts paid on existing debt in 2018. Through legislation, Regional 
Districts are the guarantors of their member municipality long-term borrowing, 
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therefore amounts borrowed from Municipal Finance Authority (MFA) flow through 
and are recorded on the Regional District's financial statements. 

• Long-term debt (2018 - $2.3 million, 2017 - $1.9 million) 
o As noted above, the SRD obtained the full borrowing for the corporate office in 2018, 

with renovations occurring in 2019. 
o Other changes in debt included the payoff of the Cortes fire truck debt, Strathcona 

gardens equipment debt, and continuing payments on the Area B Whaletown debt 
and Craig Rd water system. 

o An additional $134,000 of borrowing was obtained for the Q-Cove sewer expansion 
project for the matching SRD portion to the Provincial grants received on this project. 
This project completed in spring 2019, therefore final costs and related debt payback 
will be determined in 2019. 

• Tangible capital assets (2018 - $19.5 million, 2017 - $19 million) 
o Land and improvements increased by $523,000; $307,000 was for the value of 

donated Hyacinthe property, $177,000 for Read Island property purchase which will 
be developed in 2019 into parkland. 

o Buildings and improvements increased by $236,000; $42,000 was for the value of the 
cabin on the donated Hyacinthe property, and there were $194,000 of improvements 
made to Strathcona Gardens facility including the digital control system for the ice 
plant, emergency lighting, fire alarm system installation, and arena 2 lighting upgrade. 

o Machinery and equipment increased by $126,000; $35,000 for the SRD website, 
$79,000 for Strathcona Gardens including new printers, ice edger, and fitness 
equipment. 

o Sewer infrastructure increased by $936,000 for the completion of phase 1 of the 
Quathiaski Cove sewer expansion project; the remaining part of the upgrades to the 
system were completed in spring 2019. 

o Capital projects in progress increased by $565,000; $417,000 was for the design on 
the Strathcona Gardens facility redevelopment RE-CREATE, with construction on 
hold until a response from the Province on the grant the SRD submitted in January 
2019 is received. $43,000 was spent on design of the Quadra Island Community Hall 
seismic upgrade project, with construction to occur in 2019 on this Provincially funded 
project. Other projects started in 2018 to be completed in 2019 included various parks 
trails on Quadra and Cortes and the 990 Cedar street renovations. 

o Amortization or deprecation expense on existing tangible capital assets in use by the 
Regional District to provide services were $915,000 for 2018, providing a net increase 
in tangible capital assets for ending 2018 of $500,000. 

• Accumulated surplus (2018 - $33.58 million, 2017 - $31.03 million) 
o The SRD's accumulated surplus or overall net financial position increased $2.55 

million from 2017 to 2018. The equity or investment in tangible capital assets 
increased by $85,000; net $500,000 increase in tangible capital assets, less the 
$426,000 net increase in debt. 

o The capital fund balance increased from a debit of $11,550 to $527,966; the change 
related to the additional $407,000 of debt obtained for future renovations on the 
corporate office in 2018, and $122,000 of debt accrued to fund the Quathiaski Cove 
sewer project spend in 2018, drawn in spring 2019. The capital fund balances relate 
to timing differences for investments in tangible capital assets. 

o The appropriated surplus accounts had a slight net increase to $1.534 million from 
$1.43 million in 2017; details of the balances are included in Schedule I of the 
supplementary schedules. 

o The reserve funds increased net $1.4 million to $11.8 million from 2017 to 2018; 
details of reserve activity are included in Schedule II of the supplementary schedules. 
The main increase was for Strathcona Gardens RE-CREATE allocations at $1 million 
annually. 
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o The operating funds or net annual surplus/deficit increased to $2.5 million from $2.1 
million in 2017; Schedule I of the supplementary schedules details the balances in 
each service. Note that many of these annual surplus balances are long-standing 
every year and are used to balance the subsequent years requisition increases. If 
services fully spend their allocated budgets these balances would be zero. The use 
of these funds will be reviewed in the development of a reserve and surplus policy 
later this year. 

Statement B (Statement of Operations) 
• Grants in lieu of taxes (2018 - $205,000, Budget - $130,000, 2017 - $201,000) 

o Revenue has been trending higher than budget for a few years, budget increased in 
2019. 

• Property tax requisition (2018 - $11.2 million, Budget - $11.2 million, 2017 - $11 million) 
o Slight increase in requisition from 2017 to 2018, as budgeted; $75,000 was for 

regional broadband service feasibility review, $45,000 for Area D fire service, $70,000 
for Area D water service, with minor increases and decreases in other service areas. 

• Government grants and transfers (2018 - $986,000, Budget $13.6 million, 2017 - $1.6 
million) 
o Grants received in 2018 included $190,000 Regional District grant, $97,000 of 

Community Health network grants, $498,000 of Community Works Fund grants 
allocated to reserve for future spending in the Electoral Areas, $59,000 for Strathcona 
Emergency program activities, and $104,000 grants for capital projects including the 
Quadra Island Community Hall seismic upgrade design works and Quathiaski Cove 
sewer expansion project. 

o Budgeted grants of $13.6 million included $11 million for the Connected Coast project 
which has been delayed to 2019 pending federal and provincial grant agreement 
approval. Other planned capital grants included the full spend of $493,000 on Quadra 
Island Community Hall, and $461,000 on the Q-Cove sewer project which were 
started in 2018 and carried into 2019. $460,000 of Transport Canada grants were 
budgeted to be spent on wharves in 2018, however the $360,000 of capital works was 
delayed to 2019, and the $100,000 of operating grants were not required due to low 
operational spending, and high levels of interest earned on existing deferred grant 
contributions. 

• Sales (2018 - $2.9 million, Budget - $3 million, 2017 - $2.4 million) 
o Area D water rates doubled in 2018, increasing user rates by $500,000 to recover 

costs of providing the service and bring rates to a more sustainable level. 
o Strathcona Gardens user rates and fees budget was increased by approximately 

$100,000 in 2018 to $1.67 million, however actuals were comparable to 2017 levels 
of $1.55 million. The budget was reduced to prior year levels for 2019. 

• Contributed tangible capital assets (2018 - $349,400, Budget - $0, 2017 - $4,129) 
o In 2018, a piece of land and cabin was donated to the SRD in Area C Quadra Island 

with a total value of $349,300 which was recorded as a contributed revenue and 
added to the tangible capital asset listing. 

• Interest earned (2018 - $345,259, Budget - $32,400), 2017 - $179,181) 
o Budgeted interest revenue has been conservative in past years, with 2017 actuals of 

$179,000 and a budget of $37,000. For 2018, interest revenue continued to increase 
with higher cash flows for pending projects, accumulated Transport Canada wharf 
funds, and increasing reserve funds for projects such as REC-REATE. The reserve 
fund interest is not a budgeted item as it does not fall within the SRD's operating or 
capital budget in the financial plan. These amounts earned though do increase the 
reserve balances which provide greater spend for projects in future years. 

• General government services (2018 - $3.1 million, Budget - $3.9 million, 2017 - $3 million) 
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o Labour and benefits was $390,000 under budget which related to vacancies in 
corporate services and finance in 2018, as well as director remuneration being less 
than budget. 

o Various projects in general administration were carried into 2019 including asset 
management $68,000, VIHA community health wellness grants $42,500, records 
management consulting $31,500, first nations relations $40,000, broadband 
connectivity $30,000. 

o Feasibility study funds for the four electoral areas was unspent in Areas A, C, and D; 
with only $4,000 spent in Area B for the First Responder and Community Hall studies 
undertake in 2018, as compared to an overall budget of $82,000. 

• Protective services (2018 - $1.56 million, Budget - $1.53 million, 2017 - $1.36 million) 
o $32,000 was spent on Sayward fire hall #2 foundation repairs in 2018 which was not 

included in the original 2018 budget; however, the budget was amended when the 
repair requirement was identified. Following auditing standards, the original budget as 
approved is included in the financial statements therefore this service area shows 
over budget. Other areas of protective services were in line with approved budget. 

• Environmental health services (2018 - $1.73 million, Budget - $1.99 million, 2017 - $1.47 
million) 
o With extensive water conservation efforts and communication with residents in 2018, 

the bulk water purchases for Area D water were $115,000 under budget as 
consumption stabilized after many years of increases. This cost savings for this 
service was much needed after a couple of years of operational deficits. 

o The Area D water service area had included $100,000 for water conservation and 
demand management grants which were not applied for as originally budgeted. 

• Development services (2018 - $504,000, Budget - $746,000, 2017 - $496,000) 
o Vacancies and leaves for part of the year for the Parks and Planning Manager and 

new Planner II resulted in a labour savings for 2018. 
o Economic development grants for Area C included spend of only $7,500 to a $52,000 

budget. 
o Bylaw enforcement legal and other professional fees with a budget of $28,000 was 

not required to be spent in 2018. 
o The other professional fees budget of $22,000 in planning for the Oyster River 

floodplain assessment and mapping project was carried into 2019. 
• Parks, recreation and cultural services (2018 - $6.6 million, Budget - $6.7 million, 2017 -

$6.3 million) 
o $120,000 was carried into 2018 in the Strathcona Gardens other professional fee 

budget for the RE-CREATE feasibility, however, was unspent due to the project 
moving to design stage with a $500,000 capital budget which the majority was spent 
in 2018. 

CONCLUSION 

2018 was another busy year for the SRD, with a focus on moving forward many strategic priorities 
of the Board, primarily the Strathcona Gardens REC-REATE upgrade project and Connected 
Coast connectivity project, as well as Community Health network initiatives, and many amenity 
and infrastructure upgrade projects. The SRD continues to obtain significant external grant 
funding, which is enhancing service levels for its residents, while managing ongoing cost 
increases. 

With the 2018 financial filings complete, the SRD can continue with the many projects and 
initiatives planned for 2019 including strategic planning for the Board which will establish priorities 
over the next four years. 
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Prepared by: M. Foort, BBA, CPA, CA, Chief Financial Officer 

Attachments: 	2018 Consolidated Financial Statements 
MNP 2018 Audit Findings Report 



Strathcona Regional District
Consolidated Financial Statements

Year ended December 31, 2018



Myriah Foort, BBA, CPA, CA

Officer responsible for Financial Administration, 

pursuant to Section 237 of the Local Government Act

May 8, 2019

The external auditors, MNP LLP, conduct an independent examination in accordance with generally

accepted auditing standards and express their opinion on the financial statements. The external auditors

have full and free access to the Board of Directors and meet with it at least once per year. 

Management's Responsibility for 

Financial Reporting

Management is also responsible for implementing and maintaining a system of internal controls to provide

reasonable assurance that reliable financial information is produced.

The Board of Directors is responsible for reviewing and approving the financial statements and for

ensuring that management fulfills its responsibilities for financial reporting and internal control.

The consolidated financial statements have been prepared by management in accordance with Canadian 

public sector accounting standards for British Columbia local governments and the integrity and objectivity 

of these statements are management responsibility.  Management is also responsible for all the 

supplementary scedules, and for ensuring that this information is consistent, where appropriate, with the 

information contained in the financial statements. 



Blank page 

for Audit Report



Statement  A

2018 2017

Financial assets

Cash and cash equivalents (Note 3) 20,410,194               17,408,941$         

Receivables (Note 4) 723,691                    1,203,200             

Inventory for resale 11,079                      11,904                  

Investments (Note 5) 149,985                    149,985                

Municipal debt receivable (Note 6) 8,406,410                 4,631,622             

Total financial assets 29,701,359               23,405,652           

Financial liabilities

Accounts payable and accrued liabilities (Note 7) 1,151,720                 1,204,053             

Deferred revenue (Note 8) 3,757,322                 3,639,581             

Long-term debt

Member municipalities (Note 6) 8,406,411                 4,631,622             

Regional District (Note 10) (Schedule 4) 2,320,489                 1,894,088             

Total financial liabilities 15,635,942               11,369,344           

Net financial assets 14,065,417               12,036,308           

Non-financial assets

Prepaid expenses 44,662                      32,833                  

Tangible capital assets (Schedule 3) 19,473,020               18,961,270           

Total non-financial assets 19,517,682               18,994,103           

Accumulated surplus (Note 11) 33,583,099               31,030,411$         

Contingent liability (Note 13)

Myriah Foort, BBA, CPA, CA

Officer responsible for Financial Administration, 

pursuant to Section 237 of the Local Government Act

Strathcona Regional District

Consolidated Statement of Financial Position

As at December 31, 2018

The accompanying notes and schedules are an integral part of these consolidated financial statements. 



Statement B

2018 2018 2017

Actual Budget Actual

(Note 20)

Revenue

Frontage and parcel taxes 11,323              11,323$            11,323$              

Grants in lieu of taxes 205,338            129,660                           201,009 

Property tax requisition 11,209,982       11,209,982                 11,041,478 

Government grants and transfers 986,330            13,572,006                   1,601,887 

Sales of services 2,901,056         3,018,989                     2,380,492 

Other revenue from own sources 225,078            147,328                           163,038 

Contributions from others 13,093              13,500                                 5,400 

Contributed tangible capital assets 349,300            -                                       4,129 

Gain on disposal of tangible capital assets 1,869                -                                   (19,722)

Interest earned 345,259            32,440                             179,181 

Actuarial adjustment of debenture debt 2,508                -                                       2,231 

Total revenue 16,251,136       28,135,228       15,570,446         

Expense

General government services 3,101,365         3,934,095         3,012,070           

Protective services 1,559,790         1,535,038         1,361,825           

Transportation services 203,317            237,893            192,791              

Environmental health services 1,732,600         1,985,835         1,467,853           

Development services 503,974            746,482            496,184              

Parks, recreation and cultural services 6,597,402         6,706,598         6,321,590           

Total expense 13,698,448       15,145,941       12,852,313         

Annual surplus 2,552,688         12,989,287       2,718,133           

Accumulated surplus, beginning 31,030,411       31,030,411       28,312,278         

Accumulated surplus, ending 33,583,099       44,019,698$     31,030,411         

Strathcona Regional District

Consolidated Statement of Operations

Year ended December 31, 2018

The accompanying notes and schedules are an integral part of these consolidated financial statements. 



Statement C

2018 2018 2017

Actual Budget Actual

(Note 20)

Annual surplus 2,552,688$          12,989,287$     2,718,133$       

Acquisition of tangible capital assets (1,077,806)           (16,950,891)      (3,193,518)        

Contributed tangible capital assets (349,300)              -                    (4,129)               

Disposal of tangible capital assets -                       -                    23,222              

Amortization of tangible capital assets 915,357               -                    863,895            

Change in prepaid expenses (11,829)                -                    13,130              

Increase (decrease) in net financial assets 2,029,109            (3,961,604)        420,733            

Net financial assets, beginning 12,036,308          12,036,308       11,615,575       

Net financial assets, ending 14,065,417$        8,074,704$       12,036,308$     

Strathcona Regional District

Consolidated Statement of Changes in Net Financial Assets 

Year ended December 31, 2018

The accompanying notes and schedules are an integral part of these consolidated financial statements. 



Statement D

2018 2017

Operating activities

Annual surplus 2,552,688$            2,718,133$            

Items not affecting operating activities:

Actuarial adjustment of debenture debt (2,508)                    (2,231)                    

Amortization of tangible capital assets 915,357                 863,895                 

Change in prepaid expenses (11,829)                  13,130                   

Loss (gain) on disposal of tangible capital asset (1,869)                    19,722                   

Contributed tangible capital assets (349,300)                (4,129)                    

Decrease (increase) in non-cash financial assets:

Receivables 479,508                 (800,170)                

Inventory for resale 825                        -                         

Increase (decrease) in liabilities:

Accounts payable and accrued liabilities (52,333)                  229,888                 

Deferred revenue 117,741                 485,157                 

Cash provided by operating activities 3,648,280              3,523,395              

Capital activities

Acquisition of tangible capital assets (1,077,806)             (3,193,518)             

Proceeds on disposition of tangible capital asset 1,869                     3,501                     

Cash applied to capital activities (1,075,937)             (3,190,017)             

Financing activities

Debt principal repaid (1,747,512)             (153,635)                

Proceeds for borrowing 2,176,422              1,624,880              

Cash provided by (applied to) financing activities 428,910                 1,471,245              

Net change in cash and cash equivalents 3,001,253              1,804,623              

Cash and cash equivalents, beginning 17,408,941            15,604,318            

Cash and cash equivalents, ending 20,410,194$          17,408,941$          

Supplemental information

Interest received 328,703$               171,950$               

Interest paid 76,344$                 10,343$                 

Strathcona Regional District

Consolidated Statement of Cash Flows

Year ended December 31, 2018

The accompanying notes and schedules are an integral part of these consolidated financial statements. 



1. Purpose

2. Significant accounting policies

a) Principles of consolidation

b) Cash equivalents

c) Inventory for resale

Inventory for resale is recorded at the lower of cost or net realizable value as a financial asset.  

d) Financial instruments

e) Non-financial assets

    

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

Cash equivalents are comprised primarily of Municipal Finance Authority (MFA) pooled investments

including money market, intermediate and bond funds. Regional District funds invested with MFA are

pooled with other local governments and managed independently by Phillips, Hager & North Investment

Management. The investments are carried at market value which approximates cost. 

Financial instruments consist of cash and cash equivalents, investments, receivables, municipal debt

receivable, accounts payable and accrued liabilities, and long-term debt. Unless otherwise noted, it is

management’s opinion that the Regional District is not exposed to significant interest, currency or credit

risk arising from these financial instruments.

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 business.

The Strathcona Regional District (Regional District) was incorporated on February 15, 2008 by letters patent

issued by the Province of British Columbia. Its principal activities are the provision and coordination of local

government services to the residents of four unincorporated electoral areas and five municipalities within its

boundaries. These services include general government administration, bylaw enforcement, planning and

development services, building inspection, fire protection and emergency response planning, public

transportation, parks and recreation, water distribution and sewer collection and disposal, solid waste

collection and disposal and street lighting.

The resources and operations of the Regional District are segregated into various funds for accounting

and financial reporting purposes, each being treated as a separate entity with responsibility for the

stewardship of the assets allocated to it.

The consolidated financial statements are prepared in accordance with the recommendations of the

Public Sector Accounting Board (PSAB). The consolidated financial statements include the activities

related to all funds belonging to the one economic entity of the Regional District. Inter-fund transactions

and fund balances have been eliminated on consolidation.



2. Significant accounting policies (continued)

f) Tangible capital assets

Land improvements 20 to 50 years

Buildings 40 to 50 years

Building improvements 20 years

Machinery, equipment, vehicles and fixtures 5 to 20 years

Water systems 50 years

Sewer system 15 to 50 years

g) Accrued employee benefits

h) Post employment benefits

i)  Government transfers

The long-term, post employment benefit liability of the Regional District will be met by the Municipal

Pension Plan into which both employees and the Regional District contribute. The Regional District is

only liable for the interim retirement benefits for early retirees, from the date of retirement to the effective

start date of the Municipal Pension Plan. Any liability for these benefits is accrued when the event occurs

and the obligation arises.

Tangible capital assets are recorded at cost, net of tangible capital asset disposals, write-downs and

amortization. The cost of the tangible capital assets, which includes all amounts that are directly

attributable to acquisition, construction, development or betterment of the asset, is amortized on a

straight line basis over their estimated useful lives as follows:  

One-half of the annual amortization is charged in the year of acquisition and in the year of disposal.

Assets under construction are not amortized until the asset is put into use. Assets contributed to the

Regional District are recorded at fair value at the time of contribution.  

Based on obligations as determined by collective agreements and contractual arrangements, employee

benefit accruals, which include an allowance for vacation entitlement, are recorded in the year in which

they are earned. Non-vesting short-term disability income benefits and health benefits that continue

during disability are recorded when the event occurs and the obligation arises.

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

Government transfers, which include legislative grants, are recognized as revenue in the financial

statements when the transfer is authorized and eligibility criteria are met, except to the extent that

transfer stipulations give rise to an obligation that meets the definition of a liability. Transfers are

recognized as deferred revenue when the transfer stipulations give rise to a liability. Transfer revenue is

recognized in the statement of operations as the stipulations are settled. 



2. Significant accounting policies (continued)

j) Liability for contaminated sites

k) Revenue recognition

l) Measurement uncertainty

     

Year ended December 31, 2018

A liability for remediation of a contaminated site is recognized at the best estimate of the amount

required to remediate the contaminated site when contamination exceeding an environmental standard

exists, the Regional District is either directly responsible or accepts responsibility, it is expected that

future economic benefits will be given up, and a reasonable estimate of the amount is determinable. The

best estimate of the liability includes all costs directly attributable to remediation activities and is reduced

by expected net recoveries based on information available at December 31, 2018.

At each financial reporting date, the Regional District reviews the carrying amount of the liability. Any

revisions required to the amount previously recognized is accounted for in the period revisions are

made. The Regional District continues to recognize the liability until it is settled or otherwise

extinguished. Disbursements made to settle the liability are deducted from the reported liability when

they are made. As at December 31, 2018 no such contamination in excess of an environmental standard

requiring remediation exists.

Revenue is recorded on an accrual basis and is recognized in the period in which it is earned. Property

tax requisition revenue is recognized in the year the requisitions are levied. Grants in lieu of taxes are

recorded on an accrual basis when it is possible to reasonably estimate the amounts receivable. User

fees for water, sewer and solid waste services are recognized as revenue when services have been

provided, amounts are known and collection is reasonably assured. Interest income is recognized in the

period in which it is earned.  

The preparation of financial statements in conformity with Canadian public sector accounting standards

requires management 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, as well as the reported amounts of revenues and expenses during the reporting period.

Significant areas requiring management estimates are the estimated useful lives of tangible capital

assets, actuarial adjustments and provisions for contingencies. Actual results may vary from the

estimates and adjustments will be reported and reflected in operations as they become known. Changes

to the underlying assumptions and estimates or legislative changes in the near term could have a

material impact on the provisions recognized.

Liabilities for contaminated sites are estimated based on the best information available regarding

potentially contaminated sites that the Regional District is responsible for.

Strathcona Regional District

Notes to Consolidated Financial Statements



2. Significant accounting policies (continued)

m) Related Parties

      

There was no material impact on the consolidated financial statements of adopting the new Sections.

n) Assets, Contingent Assets and Contractual Rights

PS 3320 Contingent Assets establishes disclosure standards on contingent assets.

There was no material impact on the consolidated financial statements of adopting the new Sections. 

Effective January 1, 2018, the Regional District adopted the recommendations relating to PS 3210

Assets, PS 3320 Contingent Assets, and PS 3380 Contractual Rights, as set out in the CPA Canada

Public Sector Accounting Handbook. Pursuant to the recommendations, the changes were applied

prospectively, and prior periods have not been restated.

PS 3210 Assets provides additional guidance to clarify the definition of assets set out in PS 1000

Financial Statement Concepts. 

Year ended December 31, 2018

Strathcona Regional District

Effective January 1, 2018, the Regional District adopted the recommendations related to PS 2200

Related Party Disclosures and PS 3240 Inter-Entity Transactions, as set out in the CPA Canada Public

Sector Accounting Handbook. Pursuant to the recommendations, the changes were applied

prospectively, and prior periods have not been restated.

These new Sections define a related party and establish disclosures required for related party

transactions. Disclosure is required when related party transactions have occurred at a value different

from that which would have been arrived at if the parties were unrelated, and they have a material

financial effect on the financial statements. They also establish standards on how to account for and

report transactions between public sector entities that comprise a government's reporting entity from

both a provider and recipient perspectives. 

PS 3380 Contractual Rights establishes disclosure standards on contractual rights, and does not include

contractual rights to exchange assets where revenue does not arise. The main features of this Section

are as follows:

• Contractual rights are rights to economic resources arising from contracts or agreements that will

result in both an asset and revenue in the future.

• Until a transaction or event occurs under a contract or agreement, an entity only has a contractual right

to an economic resource. Once the entity has received an asset, it no longer has a contractual right. 

• Contractual rights are distinct from contingent assets as there is no uncertainty related to the existence

of the contractual right. 

Notes to Consolidated Financial Statements



3. Cash and cash equivalents

4. Receivables

2018 2017

Government of Canada  $           33,877  $           54,410 

Province of British Columbia               47,433             709,728 

Regional and local governments               47,392               40,434 

Utility service customers             340,308             224,552 

Other trade receivables             254,681             174,076 

 $         723,691  $      1,203,200 

5. Investments

6. Municipal debt receivable

2018 2017

City of Campbell River  $      8,335,041  $      4,551,389 

Village of Sayward               71,369               80,233 

 $      8,406,410  $      4,631,622 

7. Accounts payable and accrued liabilities

2018 2017

Government of Canada  $             1,394  $           47,269 

Province of British Columbia               64,810             123,083 

Regional and local governments             194,894             219,287 

Accrued interest on long-term debenture debt               19,909                 1,315 

Payroll liabilities             472,176             427,129 

Other trade payables             398,537             385,970 

 $      1,151,720  $      1,204,053 

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

Included in cash and cash equivalents is $1,595,774 (2017 – $1,567,837) of short-term investments held with

the Municipal Finance Authority in money market, intermediate and bond funds. These investments are

carried at market value which approximates cost.  

Also included in cash and cash equivalents is $2,874,797 (2017 – $2,974,795) that is externally restricted by

contribution agreements for wharves contributed to the Regional District from Transport Canada.

Investments comprise a five-year 2.2% non-redeemable Guaranteed Investment Certificate at a cost of

$149,985 (2016 – $149,985) which matures on July 5, 2021. This amount is externally restricted by an

agreement between the Regional District, Tides Foundation, 0793406 BC Ltd., and TLC The Land

Conservancy of British Columbia for the preservation of the land on Cortes Island known as Hank’s Beach as

a forest conservation area and public park in perpetuity.

Pursuant to the Local Government Act, the Regional District acts as the agency through which its member

municipalities borrow funds from the Municipal Finance Authority (MFA). The annual cost of servicing this

municipal debt is recovered entirely from the borrowing member municipality. However, in the event of

default the Regional District is contingently liable to the MFA for this debt.



8. Deferred revenue

2018 2017

Deferred grants  $         749,530  $         675,244 

Transport Canada (Note 9)          2,836,805          2,827,491 

Parkland acquisition               87,082               80,000 

Unearned revenue               83,905               56,846 

 $      3,757,322  $      3,639,581 

9. Transport Canada port divestiture contributions

2018 2017

Beginning balance  $      2,827,491  $      2,831,152 

              53,040               32,795 

                   363                    363 

             (44,089)              (36,819)

 $      2,836,805  $      2,827,491 

10. Long-term debt

2019  $           88,535 

2020               47,573 

2021               47,573 

2022               47,573 

2023               47,573 

Thereafter          1,087,063 

Total  $      1,365,890 

On November 14, 2014 Transport Canada divested the Owen Bay, Port Neville and Surge Narrows Port

Facilities to the Strathcona Regional District. Divestiture funds are used for eligible operations and

maintenance expense, net of any input tax credits or rebates, up to the period ending November 14, 2024.

The unused portions of the contributions have been deposited in separate Canadian interest-bearing bank

accounts dedicated exclusively for the operation and upgrade of the Ports.

Add: Other revenue

Less: Eligible expenses

Ending balance

Add: Interest earned on funds

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

Long-term debt consists of interim borrowing from Municipal Finance Authority (MFA) for terms up to five

years and debenture debt for longer terms. Under MFA’s interim borrowing program, loans are charged

interest based on the daily 30-day Canadian Dollar Offered Rate (CDOR) plus 0.50%. On December 31,

2018 the CDOR rate was 2.80% (2017 – 1.94%). Regular principal payments are not required but any

amount outstanding is due at the end of the five-year term. Details of long-term debt, including maturity dates,

interest rates and outstanding amounts, are summarized in Schedule 4 – Consolidated Schedule of Debt. 

Payments of principal on issued debt of the Regional District, not including member municipal debt, for the

next five years are:

Interest on long-term debt recorded in the Consolidated Statement of Operations in 2018 is $53,031 (2017 –

$10,527). The above figures do not include anticipated actuarial earnings on debenture sinking funds.

At December 31, 2018 there was $168,793 of short-term debt for the Quathiaski Cove sewer expansion

project which is under construction and will be finalized in spring 2019, at which time the related debt

repayment will be determined. 



11. Accumulated surplus

2018 2017

Equity in tangible capital assets  $    17,152,528  $    17,067,182 

Capital funds             527,966              (11,550)

Appropriated surplus          1,533,956          1,430,674 

Reserve funds        11,842,017        10,392,300 

Operating funds          2,526,632          2,151,805 

 $    33,583,099  $    31,030,411 

12. Community Works Fund

2018 2017

Beginning balance  $      4,521,577  $      4,390,514 

Add: Adjustment to opening balance               17,148                         - 

Add: Amounts received during the year             498,795             481,963 

Add: Interest earned on funds               81,383               47,578 

Less: Eligible expenses spent              (42,035)            (398,478)

Ending balance  $      5,076,868  $      4,521,577 

13. Contingent liability

14. Environmental regulations

15. Municipal Finance Authority debt reserve funds

The Regional District makes every effort to comply with all environmental regulations that apply to its

operations. These regulations may require future expenditures to meet applicable standards and subject the

Regional District to possible penalties for violations. Amounts required to meet these obligations will be

charged to operations when incurred or set aside as future reserves when they can be reasonably estimated.

The Regional District secures its long-term borrowing through the Municipal Finance Authority (MFA). As a

condition of these borrowings, a portion of the debenture proceeds is retained by MFA as debt reserve funds.

As at December 31, 2018 the Regional District had debt reserve funds of $22,609 (2017 – $1,992).

Community Works Fund is a component of the Gas Tax Agreement funding provided by the Government of

Canada and administered through the Union of British Columbia Municipalities (UBCM). Community Works

Funds transfers are recorded as revenue when received, then held as reserves until spent on eligible

expenditures and projects.

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

As at December 31, 2018, there existed one outstanding claims against the Regional District. Subsequent to

year end, this legal claim was dismissed.



16. Pension liability

The next valuation will be as at December 31, 2018 with results available in 2019.  

17. Comox-Strathcona Regional Hospital District

18. North Island 911 Corporation

The most recent valuation for the Municipal Pension Plan as at December 31, 2015, indicated a $2.224 billion

funding surplus for basic pension benefits on a going concern basis. As a result of the 2015 basic account

actuarial valuation surplus and pursuant to the joint trustee agreement, $1.927 billion was transferred to the

rate stabilization account and $297 million of the surplus ensured the required contribution rates remained

unchanged.

The Regional District paid $375,100 (2017 – $365,829) for employer contributions while employees

contributed $326,527 (2017 – $309,682) to the plan in fiscal 2018.

Employers participating in the plan record their pension expense as the amount of employer contributions

made during the fiscal year (defined contribution pension plan accounting). This is because the plan records

accrued liabilities and accrued assets for the plan in aggregate, resulting in no consistent and reliable basis

for allocating the obligation, assets and cost to the individual employers participating in the plan.    

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

The Regional District and its employees contribute to the Municipal Pension Plan, a jointly trusteed pension

plan. The board of trustees, representing plan members and employers, is responsible for administering the

plan, including investment of assets and administration of benefits. The plan is a multi-employer defined

benefit pension plan. Basic pension benefits are based on a formula. As at December 31, 2017, the plan has

approximately 197,000 active members and approximately 95,000 retired members. Active members include

approximately 39,000 contributors from local governments.

Every three years, an actuarial valuation is performed to assess the financial position of the plan and

adequacy of plan funding. The actuary determines an appropriate combined employer and member

contribution rate to fund the plan. The actuary’s calculated contribution rate is based on the entry- age normal

cost method, which produces the long-term rate of member and employer contributions sufficient to provide

benefits for average future entrants to the plan. This rate may be adjusted for the amortization of any

actuarial funding surplus and will be adjusted for the amortization of any unfunded actuarial liability.

The board members of the Strathcona Regional District sit on the board of the Comox-Strathcona Regional

Hospital District (CSRHD) together with the board members of the Comox Valley Regional District. The

Regional District and the CSRHD are separate legal entities as defined by separate letters patent and

authorized by separate legislation.  

The 911 emergency answering and fire dispatch services for northern Vancouver Island and part of the

Sunshine Coast are provided by the North Island 911 Corporation which is owned by the Regional Districts of

Alberni-Clayoquot, Comox Valley, Mount Waddington, Nanaimo, qathet (Powell River) and Strathcona. The

Strathcona Regional District owns four of the twenty-one shares in the corporation which are recorded at

cost. 



19. Segmented information

General Government Services

Protective Services

Transportation Services

Transportation services include a rural transit service, street lighting and river bank protection.  

Environmental Health Services

Development Services

Park, Recreation and Culture  Services

Recreation and cultural services include a full-service recreation facility offering fitness, ice and aquatic

programs, community parks and trail networks and contributions towards the operations of many community

halls, heritage conservation, as well as  Vancouver Island Regional Library services.

Strathcona Regional District

Notes to Consolidated Financial Statements

Development services consist of rural land use planning, economic development, geographic information

systems and house numbering.  

Year ended December 31, 2018

The Strathcona Regional District is a diversified local government providing a wide range of services to

44,500 residents, including parks, recreation centre, community halls, fire protection, emergency programs,

and water and sewer services. As a requirement of the Local Government Act, separate financial records

must be kept for each service providing detailed allocations of assets and liabilities, revenues and expenses,

information concerning reserve funds and other pertinent financial details. For each reported segment,

revenues and expenses represent amounts that are directly attributable to the segment and also amounts

that are allocated on a reasonable basis.

Segmentation has been determined on a functional basis with consideration to service delivery and

departmental accountabilities. The following is a description of the types of services included in each of the

main service segments of the Regional District’s financial statements. A detailed summary of the 2018

revenues and expenses can be found in Schedule 1 of the accompanying financial statements, Schedule 2

contains 2017 comparative figures.  

General government comprises member municipality and electoral area governance, general administration

which includes corporate services, finance, human resources and information systems, feasibility studies and

grants in aid.

Protective services include fire protection services, emergency programs, 911 emergency answering service,

building inspection and various bylaw compliance services.  

The environmental health segment includes solid waste collection and disposal, liquid waste management

planning, water distribution, and wastewater collection and disposal for participating electoral areas.  



20. Reconciliation to 2018 Budget Bylaw

2018

Balanced Financial Plan Bylaw  $                     - 

Add:

Debt principal payments             165,570 

Capital acquisitions        16,950,891 

Deficit prior year             221,574 

Budgeted transfers to reserves/appropriated surplus          2,605,234 

Less:

Proceeds from borrowing         (2,313,578)

Budgeted transfers from prior year surpluses         (2,231,189)

Budgeted transfers from reserves/appropriated surplus         (2,409,215)

Statement of Operations Budgeted Surplus/(Deficit)  $    12,989,287 

21. Subsequent Event

The summary below reconciles the 2018 adopted financial plan to the financial statement budget figures on

Statement B:

In 2018, the Regional District was awarded grants totaling $33 million from the Government of Canada and

Province of British Columbia for the Connected Coast project. The purpose of this project is to bring or

improve high-speed internet accessibility for rural and remote communities along the BC Coast in

partnership with City West, a wholly-owned subsidiary of Prince Rupert who received $12 million for their

portion of the project for a total project budget of $45 million. To construct and operate this initiative, the

Regional District has created a wholly-owned subsidiary company called Strathcona Connected Coast

Network Corporation. No activity occurred in this company in 2018, with planned construction to start in

2019 and expected completion of installing the capital infrastructure for this project to occur by 2021.

The budget amounts presented throughout these financial statements are audited and represent the 2018-

2023 Financial Plan and Capital Expenditure Program Bylaw No. 300, as approved by the Regional District

Board on March 7, 2018.

Strathcona Regional District

Notes to Consolidated Financial Statements

Year ended December 31, 2018

The financial plan bylaw was prepared on a modified accrual basis while Canadian public sector accounting

standards require financial statements to be prepared on a full accrual basis. The financial plan anticipated

the use of surpluses accumulated in prior years to reduce the current year revenues to fund current year

expenditures. In addition, capital acquisitions are recognized as expenditures in the financial plan rather

than including amortization expense, and debt proceeds and principal payments are excluded from the

Statement of Operations on the financial statements. 



Schedule 1

2018 2018

Actual Budget

(Note 20)

Revenue

Frontage and parcel taxes  $                    -  $                    -  $                    -  $          11,323  $                    -  $                    - 11,323$         11,323$           

Grants in lieu of taxes            143,747                5,380                     34                   276                       2              55,899           205,338 129,660           

Property tax requisition         1,825,380         1,436,879            211,488            599,344            599,245         6,537,646      11,209,982 11,209,982      

Government grants and transfers            796,541              65,365                      -                41,302                      -                83,122           986,330 13,572,006      

Sales of services              52,779              13,795                      -           1,280,022                1,325         1,553,135        2,901,056 3,018,989        

Other revenue from own sources              52,391              65,172                   358              33,080              60,730              13,347           225,078 147,328           

Contributions from others                      -                        -                        -                        -                        -                13,093             13,093 13,500             

Contributed tangible capital assets                      -                        -                        -                        -                        -              349,300           349,300 -                   

Gain on disposal of tangible capital assets                1,869                      -                        -                        -                        -                        -                 1,869 -                   

Interest earned            249,071                6,979                1,138                8,343                   784              78,944           345,259 32,440             

Actuarial adjustment of debenture debt                      -                        -                        -                  2,508                      -                        -                 2,508 -                   

Total revenue         3,121,778         1,593,570            213,018         1,976,198            662,086         8,684,486      16,251,136        28,135,228 

Expense

Labour and benefits         1,788,729            157,036                2,903              62,760            400,265         3,740,142        6,151,835 7,038,616        

Grants            106,690         1,111,128            144,056                      -                  9,125            497,592        1,868,591 1,987,400        

Goods and services            993,579            227,315              45,635         1,550,694              89,504         1,802,908        4,709,635 6,027,226        

Interest              43,993                   146                      -                  6,575                      -                  2,317             53,031 92,699             

Amortization of tangible capital assets            168,374              64,165              10,723            112,571                5,080            554,443           915,356 -                   

Total expense         3,101,365         1,559,790            203,317         1,732,600            503,974         6,597,402      13,698,448        15,145,941 

Surplus 20,413$           33,780$           9,701$             243,598$         158,112$         2,087,084$     2,552,688$    12,989,287$    

Strathcona Regional District

Consolidated Schedule of Segment Disclosure by Service

Year ended December 31, 2018

General 

Government Protective

Transporta-

tion

Environmental 

Health Development

Park, 

Recreation 

and Cultural



Schedule 2

2017 2017

Actual Budget

Revenue

Frontage and parcel taxes  $                   -  $                   -  $                   -  $          11,323  $                   -  $                   - 11,323$         11,323$         

Grants in lieu of taxes            134,474                5,874                   183                   261                1,583              58,634           201,009 129,660         

Property tax requisition         1,704,119         1,430,833            200,899            527,190            599,117         6,579,320      11,041,478 11,041,478    

Government grants and transfers            872,583              11,924                     -              670,384                     -                46,996        1,601,887 3,102,144      

Sales of services              17,835                6,890                     -              797,238                2,463         1,556,066        2,380,492 2,608,067      

Other revenue from own sources              11,470              66,609                   358              29,606              38,165              16,830           163,038 104,058         

Contributions from others                     -                       -                       -                       -                       -                  5,400               5,400 35,267           

Contributed tangible capital assets                     -                       -                       -                       -                       -                  4,129               4,129 -                 

Gain on disposal of tangible capital assets            (19,723)                     -                       -                       -                       -                         1           (19,722) -                 

Interest earned            130,559                3,735                   656                4,863                   268              39,100           179,181 37,142           

Actuarial adjustment of debenture debt                     -                       -                       -                  2,231                     -                       -                 2,231 -                 

Total revenue         2,851,317         1,525,865            202,096         2,043,096            641,596         8,306,476      15,570,446      17,069,139 

Expense

Labour and benefits         1,700,998            150,511                2,520              54,070            403,648         3,616,488        5,928,235 6,324,024      

Grants            341,709         1,045,443            138,036                     -                25,248            489,776        2,040,212 1,933,249      

Goods and services            812,208            101,364              41,512         1,303,969              57,129         1,693,532        4,009,714 5,180,192      

Interest                     -                     507                     -                  6,575                     -                  3,175             10,257 14,682           

Amortization of tangible capital assets            157,155              64,000              10,723            103,239              10,159            518,619           863,895 -                 

Total expense         3,012,070         1,361,825            192,791         1,467,853            496,184         6,321,590      12,852,313      13,452,147 

Surplus (deficit) (160,753)$       164,040$         9,305$            575,243$         145,412$         1,984,886$      2,718,133$    3,616,992$    

Development

Park, 

Recreation 

and Cultural

Strathcona Regional District

Consolidated Schedule of Segment Disclosure by Service

Year ended December 31, 2017

General 

Government Protective

Transporta-

tion

Environmental 

Health



Schedule 3

Machinery

Land Buildings Equipment Capital

and and Vehicles and Water Sewer Projects

Improvements Improvements Fixtures Infrastructure Infrastructure in Progress 2018 2017

Cost

Balance, beginning 8,602,160$       17,607,668$     2,653,140$       4,130,624$       1,096,201$       998,625$         35,088,417$     31,998,744          

Add:  

Additions during year 523,201            211,390            126,566            -                   -                   565,949           1,427,106         3,197,647            

Less:

Disposals or write downs -                   -                   -                   -                   -                   -                  -                   (107,974)             

Completed during year -                   25,217              -                   -                   936,274            (961,491)         -                   -                      

Balance, ending 9,125,361         17,844,275       2,779,706         4,130,624         2,032,475         603,083           36,515,523       35,088,417          

Accumulated amortization

Balance, beginning 990,078$          10,195,600$     1,664,387$       2,739,119$       537,963$          -$                16,127,147$     15,348,004          

Add:  

Amortization for the year 168,919            422,698            211,168            82,619              29,952              -                  915,356            863,895               

Less:  

Accumulated amortization on disposals -                   -                   -                   -                   -                   -                  -                   (84,752)               

Balance, ending 1,158,997         10,618,298       1,875,555         2,821,738         567,915            -                  17,042,503       16,127,147          

Net book value 7,966,364$       7,225,977$       904,151$          1,308,886$       1,464,560$       603,083$         19,473,020$     18,961,270$        

Net book value prior year 7,612,082$       7,412,068$       988,753$          1,391,506$       558,238$          998,625$         18,961,270$     

Strathcona Regional District

Consolidated  Schedule of Tangible Capital Assets

Year ended December 31, 2018



Schedule 4

Maturity Date Rate

 Beginning 

Balance  Debt Proceeds 

 Principal 

Payments 

 Actuarial 

Additions 

 Ending     

Balance 

Capital

General Administration

BL261 09/2048 3.04%             1,624,879             2,042,160            (1,624,879) -                          2,042,160            

Cortes Island Fire Protection

BL170 04/2018 Variable: 

CDOR + 0.50%
11,262                 -                          (11,262)               -                          -                          

Electoral Area B Community Parks

BL211 04/2019 Variable: 

CDOR + 0.50%
81,925                 -                          (40,963)               -                          40,962                 

Strathcona Gardens Recreation

BL162 02/2018 Variable: 

CDOR + 0.50%
65,760                 -                          (65,760)               -                          -                          

Craig Road Water

BL2789 04/2027 4.43% 75,731                 -                          (4,648)                 (2,508)                 68,575                 

Quathiaski Cove Sewer Extension #1

BL217 12/2019 Variable: 

CDOR + 0.50%
34,531                 134,262               -                          -                          168,793               

Total debt 1,894,088$          2,176,422$          (1,747,512)$        (2,508)$               2,320,490$          

Bylaw #

Strathcona Regional District

Consolidated Schedule of Debt

As at December 31, 2018



Strathcona Regional District
Report to the Board of Directors
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May 8, 2019

Members of the Board of Directors of Strathcona Regional District

Dear Sirs/Mesdames:

We are pleased to submit to you this report for discussion of our audit of the consolidated financial statements of
Strathcona Regional District (the “Regional District") as at December 31, 2018 and for the year then ended. In
this report we cover those significant matters which, in our opinion, you should be aware of as members of the
Board of Directors.

We have substantially completed our audit of the consolidated financial statements of the Regional District which
has been carried out in accordance with Canadian generally accepted auditing standards. 

Unless unforeseen complications arise, our Audit Report will provide an unqualified opinion to the Board of
Directors of the Regional District. 

This report is intended solely for the information and use of the Board of Directors and management and should
not be distributed to or used by any other parties than these specified parties.

The matters raised in this and other reports that will flow from the audit are only those which have come to our
attention arising from or relevant to our audit that we believe need to be brought to your attention. They are not a
comprehensive record of all the matters arising, and in particular we cannot be held responsible for reporting all
risks in your business or all control weaknesses. This report has been prepared solely for your use and should
not be quoted in whole or in part without our prior written consent. No responsibility to any third party is accepted
as the report has not been prepared for, and is not intended for, any other purpose.

We would like to express our appreciation for the excellent cooperation we have received from management and
employees with whom we worked with.

We appreciate having the opportunity to meet with you and to respond to any questions you may have about our
audit, and to discuss any other matters that may be of interest to you. 

Sincerely,

MNP LLP
Chartered Professional Accountants
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INTRODUCTION

As auditors, we report to the members on the results of our examination of the consolidated financial statements
of Strathcona Regional District (the “Regional District”) as at and for the year ended December 31, 2018. The
purpose of this Audit Findings Report is to assist you, as members of the Board of Directors, in your review of
the results of our audit. To facilitate in your understanding of our findings, Appendix A to this report summarizes
our audit process.

Our report will discuss the status of our engagement, as well as communicate to you significant audit, accounting
and reporting matters arising from our procedures. We hope that this report is of assistance to you, and we look
forward to discussing our findings and answering your questions.

ENGAGEMENT STATUS

We have substantially completed our audit of the consolidated financial statements of the Regional District and
are prepared to sign our Auditor's Report subsequent to completion of the following procedures:

 Receipt of the remaining outstanding legal confirmations

 The Board of Directors's review and approval of the consolidated financial statements

We expect to have the above procedures completed and to release our Audit Report on May 9, 2019. Our report
will provide an unqualified opinion. 

SIGNIFICANT AUDIT, ACCOUNTING AND REPORTING MATTERS

CHANGES FROM AUDIT SERVICE PLAN

There were no deviations from the Audit Service Plan previously presented to you.

AREAS OF AUDIT EMPHASIS

The following lists the key areas of our audit emphasis for your Regional District:

 Contingencies, Lawsuits and Commitments;

 Financial Statement Presentation and Disclosure; and

 Fraud and Error.

Detailed information on Areas of Audit Emphasis is included as Appendix B to this report.

FINAL MATERIALITY

Materiality is a concept used to assess the significance of misstatements or omissions that are identified during
the audit and is used to determine the level of audit testing that is carried out. The scope of our audit work is
tailored to reflect the relative size of operations of the Regional District, and is affected by our assessment of
materiality and audit risk. 

Final materiality used for our audit was $500,000 for December 31, 2018.
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SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL

Our audit process focuses on understanding the controls utilized in management's reporting systems to the
extent necessary to identify overall and specific financial reporting risks. This risk assessment allows us to
concentrate our audit procedures on high risk areas and, where possible, place reliance on controls within the
financial reporting system to reduce the extent of our testing.

It is important to note that our assessment was not, nor was it intended to be, sufficient to comment or conclude
on the sufficiency of internal controls.

We are required under Canadian generally accepted auditing standards to communicate all significant
deficiencies identified during an audit to the Board of Directors on a timely basis. However, we may not be aware
of all significant deficiencies that do, in fact, exist. 

While our review of controls was not sufficient to express an opinion as to their effectiveness or efficiency, no
significant deficiencies in internal control have come to our attention.

DIFFICULTIES ENCOUNTERED

No significant limitations were placed on the scope or timing of our audit.

IDENTIFIED OR SUSPECTED FRAUD

Due to the inherent limitations of an audit and the nature of fraud, including attempts at concealment through
forgery or collusion, an audit conducted in accordance with Canadian generally accepted auditing standards
cannot be relied upon to detect fraud.

While our audit cannot be relied upon to detect all instances of fraud, no incidents of fraud, or suspected fraud,
came to our attention in the course of our audit.

IDENTIFIED OR SUSPECTED NON-COMPLIANCE WITH LAWS AND REGULATIONS

Nothing has come to our attention that would suggest any non-compliance with laws and regulations that would
have a material effect on the consolidated financial statements.

MATTERS ARISING IN CONNECTION WITH RELATED PARTIES

No significant matters arose during the course of our audit in connection with related parties of the Regional
District.

GOING CONCERN

We have not identified any material uncertainties related to events or conditions that may cast significant doubt
on the Regional District's ability to continue as a going concern.

We are of the opinion that the going concern assumption is appropriate in preparation of the consolidated
financial statements. 
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AUDITORS’ VIEWS OF SIGNIFICANT ACCOUNTING PRACTICES

The application of Canadian public sector accounting standards allows and requires the Regional District to
make accounting estimates and judgments regarding accounting policies and financial statement disclosures. 

As auditors, we are uniquely positioned to provide open and objective feedback regarding your Regional
District's accounting practices, and have noted the following items during the course of our audit that we wish to
bring to your attention.

Accounting Policies

 The accounting policies used by the Regional District are appropriate and have been consistently applied.

Accounting Estimates

Amortization period of tangible capital assets

 Amortized over the estimated useful life of the respective assets. For assets amortized under the
straight-line method, over 5 to 50 years.

Financial Statement Disclosures

The disclosures made in the notes to the consolidated financial statements appear clear, neutral and consistent
with our understanding of the entity and the amounts presented in the consolidated financial statements.

MATTERS ARISING FROM DISCUSSIONS WITH MANAGEMENT

We would like to formally acknowledge the cooperation and assistance we received from the management and
staff of the Regional District.

There were no significant matters discussed, or subject to correspondence, with management that in our
judgment need be brought to your attention.

SIGNIFICANT DIFFERENCES

No significant differences were proposed to management with respect to the December 31, 2018 consolidated
financial statements. 

MODIFICATIONS TO THE INDEPENDENT AUDITOR'S REPORT

As discussed earlier, our independent auditor's report will provide an unqualified opinion to the Board. 

MANAGEMENT REPRESENTATIONS

We have requested certain written representations from management, which represent a confirmation of certain
oral representations given to us during the course of our audit.

December 31, 2018 Audit Findings – Strathcona Regional District Page 3



AUDITOR INDEPENDENCE

We are not aware of any relationships that may reasonably be thought to bear on our independence.  
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APPENDIX A – MNP Audit Process

Our audit was carried out in accordance with Canadian generally accepted auditing standards, and included a
review of all significant accounting and management reporting systems, with each material year end balance,
key transaction and other events considered significant to the consolidated financial statements considered
separately.

Our audit process focused on understanding the controls utilized in management's reporting systems to the
extent necessary to identify overall and specific financial reporting risks. This risk assessment enabled us to
concentrate our audit procedures on the areas where differences were most likely to arise. Where possible,
reliance was placed on the controls within these systems to reduce the extent of our testing of transactions and
year-end balances. Our assessment was not, nor was it intended to be, sufficient to conclude on the
effectiveness or efficiency of internal controls. 

During the course of our audit, we have:

 Examined, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial

statements;

 Assessed the accounting principles used and significant estimates made by management;

 Obtained an understanding of the Regional District and its environment, including management's internal

controls (regardless of whether we relied on them for the purpose of the audit), sufficient to identify and

assess the risks of material misstatement of the consolidated financial statements and to design and

perform audit procedures;

 Reviewed and assessed those accounting systems deemed necessary to support our audit opinion;

 Evaluated the overall consolidated financial statement presentation;

 Performed a subsequent events review with management;

 Reviewed and assessed the status of contingencies, commitments and guarantees;

 Reviewed and assessed exposure to environmental liabilities.

We have obtained written representations from management, included as additional materials following this
report, in order to confirm oral representations given to us and reduce the possibility of misunderstanding.
Specifically, we have obtained written confirmation of significant representations provided on matters that are:

 Directly related to items that are material, either individually or in the aggregate, to the consolidated

financial statements;

 Not directly related to items that are material to the consolidated financial statements, but are significant,

either individually or in the aggregate, to the engagement; and

 Matters relevant to management judgments or estimates that are material, either individually or in the

aggregate, to the consolidated financial statements.
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APPENDIX B – Areas of Audit Emphasis

FINANCIAL STATEMENT PRESENTATION AND DISCLOSURE

Audit Procedures:
• We have reviewed the consolidated financial statements and concluded that the corresponding presentation
and disclosure is in accordance with Canadian Public Sector Accounting Standards.
• We have participated in discussions with Management on all significant transactions during the course of the
past 12 months, and have assisted in ensuring appropriate treatment and disclosure.

We have concluded that the District’s consolidated financial statements have been appropriately presented and
appropriate disclosures have been made in accordance with Canadian Public Sector Accounting Standards.

CONTINGENCIES, LAWSUITS AND COMMITMENTS

Audit Procedures:
• We made detailed inquiries of Management and reviewed both board meeting minutes and legal files to
identify contingencies, lawsuits and commitments. No items not already brought to our attention and/or disclosed
in the notes to the financial statements were noted.
• We have received all relevant legal letters and Management's representation letter attesting to the
completeness of issues of this nature.

We have concluded that contingencies, lawsuits and commitments have been appropriately accounted for and
disclosed in the District’s consolidated financial statements.

FRAUD AND ERROR

Audit Procedures:
• Obtained from Management an assessment of the entity's susceptibility to material misstatements arising
from fraud or error.
• Discussed with Management the entity's susceptibility to material misstatements arising from fraud or error.
• Obtained Management representations concerning fraud and error.

We concur with Management’s assessment that the District’s susceptibility to material misstatements arising
from fraud or error is reasonably low.
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May 8, 2019

The Board of Directors
Strathcona Regional District
301 - 990 Cedar Street
Campbell River, BC  V9W 7Z8

Dear Members of the Board:

We have been engaged to audit the consolidated financial statements of Strathcona Regional District (the "Regional
District") as at December 31, 2018 and for the year then ended.

CAS 260 Communication With Those Charged With Governance requires that we communicate with you matters that are
significant to our engagement. One such matter is relationships between the Regional District and its related entities or
persons in financial reporting oversight roles at the Regional District and MNP LLP and any affiliates (“MNP”) that, in our
professional judgment, may reasonably be thought to bear on our independence. In determining which relationships to
report, the Standard requires us to consider relevant rules and related interpretations prescribed by the appropriate
professional accounting body and applicable legislation, covering such matters as:

(a) Holding a financial interest, either directly or indirectly, in a client;
(b) Holding a position, either directly or indirectly, that gives the right or responsibility to exert significant influence over

the financial or accounting policies of a client or a related entity;
(c) Personal or business relationships of immediate family, close relatives, partners or retired partners, either directly or

indirectly, with a client or a related entity;
(d) Economic dependence on a client; and
(e) Provision of non-assurance services in addition to the audit engagement.

We are aware of the following relationship between the Regional District and MNP that, in our professional judgment, may
reasonably be thought to bear on our independence. The following relationship represent matters that have occurred from
January 1, 2018 to the date of this letter.   

In 2018, due to the Chief Financial Officer position being vacant for a period of time, the Regional District engaged MNP to
work with the Regional District's staff to assemble the 2017 year end audit binder by assisting with account reconciliations
and preparing the financial statements.  To safeguard any possible independence threats or self review issues, the MNP
team members engaged to help preparing the year end binder and financial statements were not involved in the audit
engagement in any way.  The MNP team members did not create any source documentation and any proposed journal
entries were reviewed and posted by the Regional District.  In addition, the quality control review on the audit engagement
was performed by a MNP partner from a separate office.

In our professional judgment, we believe the above noted safeguards adequately mitigate the independence threat.    

We hereby confirm that MNP is independent with respect to the Regional District within the meaning of the Rules of
Professional Conduct of the Chartered Professional Accountants of British Columbia as of the date of this letter.  

This report is intended solely for the use of the Board of Directors, management and others within the Regional District and
should not be used for any other purposes.

We look forward to discussing with you any other matters that may be of interest to you at our upcoming meeting. We are
prepared to answer any questions you may have regarding our independence as well as other matters.

Sincerely,

MNP LLP
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