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AUDIT FINDINGS LETTER

Board of Directors

Duncan — North Cowichan Joint Utilities Board
7030 Trans-Canada Highway

Duncan, BC V9L 6A1

April 28, 2023

To the Board of Directors of Duncan — North Cowichan Joint Utilities Board (“JUB”):

We are pleased to provide the following information for your review and consideration in order to assist you
in carrying out your responsibilities with respect to the review of the audited financial statements of JUB for
the year ended December 31, 2022.

This report is intended to communicate to you the results of our examination. We would be pleased to
receive any comments or suggestions for improvements, which you may have.

We would like to thank the staff and management for their cooperation and assistance during the course of
our audit fieldwork. We appreciate the opportunity to serve you and look forward to a continuing relationship.

This letter is for the use of the Board of Directors of JUB for the purposes of carrying out and discharging
its responsibilities and should not be used for any other purpose. KPMG shall have no responsibility or
liability for loss or damages or claims, if any, to or by any third party as this document has not been prepared
for, and is not intended for, and should not be used by, any third party or for any other purpose.

Yours very truly,

]

Daniél Healey, CPA, CA
Engagement Partner
250.480.3553
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The purpose of this Audit Findings Letter is to assist you, as a member of the Board of Directors, in your
review of the results of our audit of the financial statements as at and for the year ended December 31,
2022.

AUDIT STATUS AND OPINION

As of the date of this letter, we have completed the audit of the JUB financial statements, with the exception
of certain remaining procedures which include:

e completing our communications with the Board of Directors
e obtaining a signed representation letter
e obtaining evidence of the Board’s approval of the financial statements

e completing subsequent event review procedures up to the date of acceptance of the financial
statements

We will update the Board, and not solely the Chair (as required by professional standards), on significant
matters, if any, arising from the completion of the audit, including the completion of the above procedures.
Our auditors’ report will be dated upon the completion of any remaining procedures.

Our audit report will be dated upon completion of any remaining procedures.

SIGNIFICANT AUDIT, ACCOUNTING AND REPORTING MATTERS

Materiality

We determine materiality in order to plan and perform the audit and to evaluate the effects of identified
misstatements on the audit and of any uncorrected misstatements on the financial statements. For the
current period we determined a planned materiality of $47,500 (2021 - $47,500).

Significant Accounting and Reporting Matters

There were no significant reporting matters to bring to your attention.

ADJUSTMENTS AND DIFFERENCES

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

We did not identify any adjustments or differences.
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SIGNIFICANT QUALITATIVE ASPECTS OF ACCOUNTING PRACTICES

We highlight the following items as it relates to the qualitative aspects of accounting practices of JUB:

Significant accounting | ¢ There were no changes to critical or significant accounting
policies policies.

Significant accounting | ¢ There are no significant estimates in the financial statements of
estimates JUB.

Significant disclosures | ¢ There are no significant disclosures in the financial statements
of JUB. There were no issues noted with the overall neutrality,
consistency, and clarity of the disclosures in the financial
statements.

e PSAS requires separate statements disclosing the changes in
net financial assets and changes in cash flows. These
statements have not been included in the financial statements.
The financial statements note identify these omissions and the
rationale.

The presentation and disclosure of the financial statements are, in all material respects, in accordance with
Canadian public sector accounting standards. Misstatements, including omissions, if any, related to
disclosure or presentation items are in the management representation letter.

AREAS OF AUDIT Focus AND RESULTS
Revenues

We substantively tested contributions and grant revenue by performing substantive analytical procedures.
No errors or issues were noted.

Tangible Capital Asset (“TCA”) Additions

We obtained details of the TCA additions for the year and agreed the amounts to supporting documentation.
No errors or issues were noted.

Expenses

We performed tests of details over expenses for the year by agreeing the amounts recorded in the books
of JUB to supporting documentation. No errors or issues were noted.

AUDIT RISKS

We are required under professional standards to assess the presumed fraud risk from management
override of controls. We did not identify any specific additional risks of management override relating to
this audit. Our audit methodology incorporates the required procedures in professional standards to address
this risk. No significant issues were noted in our testing.

CANADIAN ACCOUNTING AND AUDIT STANDARDS

No new accounting impacted the Entity in the current year. New audit standard CAS 315 (Revised):
Identifying and Assessing the Risks of Material Misstatement (see Appendix 2) was effective this year and
impacted our risk assessment of the Entity.
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CONTROL DEFICIENCIES

As your auditors, we are required to obtain an understanding of internal control over financial reporting
(“ICFR”) relevant to the preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on the
consolidated financial statements, but not for the purpose of expressing an opinion on internal control.
Accordingly, we do not express an opinion on the effectiveness of internal control.

Our understanding of ICFR was for the limited purpose described in the preceding paragraph and was not
designed to identify all control deficiencies that might be significant deficiencies and therefore, there can
be no assurance that all significant deficiencies and other control deficiencies have been identified. Our
awareness of control deficiencies varies with each audit and is influenced by the nature, timing, and extent
of audit procedures performed, as well as other factors.

We did not identify any control deficiencies that we consider to be significant deficiencies in ICFR.

INDEPENDENCE

We confirm that we are independent with respect to JUB within the meaning of the relevant rules and related
interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation or
regulation from January 1, 2022 up to the date of this letter.

APPENDICES

Appendix 1: Draft management representation letter

Appendix 2: CAS 315 (Revised) Identifying and Assessing the Risks of Material Misstatement
Appendix 3: Draft auditor’s report
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APPENDIX 1: DRAFT MANAGEMENT REPRESENTATION LETTER

KPMG LLP

St. Andrew’s Square I
800 — 730 View Street
Victoria, BC V8W 3Y7

[DATE]

We are writing at your request to confirm our understanding that your audit was for the purpose of
expressing an opinion on the financial statements (hereinafter referred to as “financial statements”)
of Duncan — North Cowichan Joint Utilities Board (“the Entity”) as at and for the period ended
December 31, 2022.

General:

We confirm that the representations we make in this letter are in accordance with the definitions as
set out in Attachment | to this letter.

We also confirm that, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves:

Responsibilities:

1)  We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated
December 11, 2020, including for:

a) the preparation and fair presentation of the financial statements and believe that these
financial statements have been prepared and present fairly in accordance with the
relevant financial reporting framework.

b) providing you with all information of which we are aware that is relevant to the
preparation of the financial statements (“relevant information”), such as financial
records, documentation and other matters, including:

— the names of all related parties and information regarding all relationships and
transactions with related parties;

— the complete minutes of meetings, or summaries of actions of recent meetings for
which minutes have not yet been prepared, of shareholders, board of directors and
committees of the board of directors that may affect the financial statements. All
significant actions are included in such summaries.

c) providing you with unrestricted access to such relevant information.
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d)

f)

g)

h)

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

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

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

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 also acknowledge and understand that we are responsible for the design,
implementation and maintenance of internal control to prevent and detect fraud.

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

Internal control over financial reporting:

2)

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

Fraud & non-compliance with laws and regulations:

3)

We have disclosed to you:

a)

b)

the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud.

all information in relation to fraud or suspected fraud that we are aware of that involves:
— management;
— employees who have significant roles in internal control over financial reporting; or

— others

where such fraud or suspected fraud could have a material effect on the financial
statements.

all information in relation to allegations of fraud, or suspected fraud, affecting the
financial statements, communicated by employees, former employees, analysts,
regulators, or others.

all known instances of non-compliance or suspected non-compliance with laws and
regulations, including all aspects of contractual agreements, whose effects should be
considered when preparing financial statements.

all known actual or possible litigation and claims whose effects should be considered
when preparing the financial statements.
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Subsequent events:

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

Related parties:

5)  We have disclosed to you the identity of the Entity’s related parties.

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

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

Estimates:

8) The methods, the data and the significant assumptions used in making accounting
estimates, and their related disclosures are appropriate to achieve recognition,
measurement or disclosure that is reasonable in the context of the applicable financial
reporting framework.

Going concern:

9)  We have provided you with all information relevant to the use of the going concern
assumption in the financial statements.

10) We confirm that we are not aware of material uncertainties related to events or conditions
that may cast significant doubt upon the Entity’s ability to continue as a going concern.

Non-SEC registrants or non-reporting issuers:

11) We confirm that the Entity is not a Canadian reporting issuer (as defined under any
applicable Canadian securities act) and is not a United States Securities and Exchange
Commission (“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 2002).

12) We also confirm that the financial statements of the Entity will not be included in the group
financial statements of a Canadian reporting issuer audited by KPMG or an SEC Issuer
audited by any member of the KPMG organization.
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Approval of financial statements:

13) Talitha Soldera has the recognized authority to take, and has taken, responsibility for the
financial statements.

Yours very truly,

Talitha Soldera, Director of Financial Services (for the Duncan — North Cowichan Joint Utilities
Board)

cc: Board of Directors
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Attachment | — Definitions

Materiality
Certain representations in this letter are described as being limited to matters that are material.

Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements.

Judgments about materiality are made in light of surrounding circumstances, and are affected by
perception of the needs of, or the characteristics of, the users of the financial statements and, the
size or nature of a misstatement, or a combination of both while also considering the entity’s own
circumstances.

Information is obscured if it is communicated in a way that would have a similar effect for users of
financial statements to omitting or misstating that information. The following are examples of
circumstances that may result in material information being obscured:

a) information regarding a material item, transaction or other event is disclosed in the
financial statements but the language used is vague or unclear;

b) information regarding a material item, transaction or other event is scattered throughout
the financial statements;

c) dissimilar items, transactions or other events are inappropriately aggregated;
d) similar items, transactions or other events are inappropriately disaggregated; and

e) the understandability of the financial statements is reduced as a result of material
information being hidden by immaterial information to the extent that a primary user is
unable to determine what information is material.

Fraud & error

Fraudulent financial reporting involves intentional misstatements including omissions of amounts or
disclosures in financial statements to deceive financial statement users.

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false
or misleading records or documents in order to conceal the fact that the assets are missing or have
been pledged without proper authorization.

An error is an unintentional misstatement in financial statements, including the omission of an
amount or a disclosure.
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APPENDIX 2: CAS 315 (REVISED) IDENTIFYING AND ASSESSING THE RISKS OF MATERIAL MISSTATEMENT

CAS 315 (Revised) Identifying and Assessing the Risks of Material Misstatement has been
revised, reorganized and modernized in response to challenges and issues with the previous
standard. It aims to promote consistency in application, improve scalability, reduce complexity,
support a more robust risk assessment and incorporate enhanced guidance material to respond to
the evolving environment, including in relation to information technology. Conforming and
consequential amendments have been made to other International Standards on Auditing.

A risk of material misstatement exists when there is a reasonable possibility of a misstatement
occurring and being material if it were to occur.

See briefing here from CPA Canada.

Key Change

Impact on the audit team

Impact on management

Overall, a more robust risk
identification and assessment
process, including:

e New requirement to take into
account how, and the degree
to which, ‘inherent risk
factors’ affect the
susceptibility of relevant
assertions to misstatement

e New concept of significant
classes of transactions,
account balances and
disclosures and relevant
assertions to help us to
identify and assess the risks
of material misstatement

e New requirement to
separately assess inherent
risk and control risk for each
risk of material misstatement

e Revised definition of
significant risk for those risks
which are close to the upper
end of the spectrum of
inherent risk

When assessing inherent risk for
identified risks of material
misstatement, we consider the
degree to which inherent risk
factors (such as complexity,
subjectivity, uncertainty, change,
susceptibility to management
bias) affect the susceptibility of
assertions to misstatement.

We use the concept of the
spectrum of inherent risk to assist
us in making a judgement, based
on the likelihood and magnitude
of a possible misstatement, on a
range from higher to lower, when
assessing risks of material
misstatement.

The changes may affect our
assessments of the risks of
material misstatement and the
design of our planned audit
procedures to respond to
identified risks of material
misstatement.

If we do not plan to test the
operating effectiveness of
controls, the risk of material
misstatement is the same as the
assessment of inherent risk.

If the effect of this consideration
is that our assessment of the
risks of material misstatement is
higher, then our audit approach
may increase the number of
controls tested and/or the extent
of that testing, and/or our
substantive procedures will be
designed to be responsive to the
higher risk.

We may perform different audit
procedures and request different

information compared to previous
audits, as part of a more focused

response to the effects identified
inherent risk factors have on the
assessed risks of material
misstatement.
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Key Change

Impact on the audit team

Impact on management

Overall, a more robust risk
identification and assessment
process, including evaluating
whether the audit evidence
obtained from risk assessment
procedures provides an
appropriate basis to identify and
assess the risks of material
misstatement

When making this evaluation, we
consider all audit evidence
obtained, whether corroborative
or contradictory to management
assertions. If we conclude the
audit evidence obtained does not
provide an appropriate basis,
then we perform additional risk
assessment procedures until
audit evidence has been
obtained to provide such a basis.

In certain circumstances, we may
perform additional risk
assessment procedures, which
may include further inquires of
management, analytical
procedures, inspection and/or
observation.

Overall, a more robust risk
identification and assessment
process, including performing a
‘stand back’ at the end of the risk
assessment process

We evaluate whether our
determination that certain
material classes of transactions,
account balances or disclosures
have no identified risks of
material misstatement remains
appropriate.

In certain circumstances, this
evaluation may result in the
identification of additional risks of
material misstatement, which will
require us to perform additional
audit work to respond to these
risks.

Modernized to recognize the
evolving environment, including
in relation to IT

New requirement to understand
the extent to which the business
model integrates the use of IT.

When obtaining an
understanding of the IT
environment, including IT
applications and supporting IT
infrastructure, it has been
clarified that we also understand
the IT processes and personnel
involved in those processes
relevant to the audit.

Based on the identified controls
we plan to evaluate, we are
required to identify the:

e |T applications and other
aspects of the IT
environment relevant to
those controls

e related risks arising from the
use of IT and the entity’s
general IT controls that
address them.

Examples of risks that may arise
from the use of IT include
unauthorized access or program

We will expand our risk
assessment procedures and are
likely to engage more extensively
with your IT and other relevant
personnel when obtaining an
understanding of the entity’s use
of IT, the IT environment and
potential risks arising from IT.
This might require increased
involvement of IT audit
professionals.

Changes in the entity’s use of IT
and/or the IT environment may
require increased audit effort to
understand those changes and
affect our assessment of the risks
of material misstatement and
audit response.

Risks arising from the use of IT
and our evaluation of general IT
controls may affect our control
risk assessments, and decisions
about whether we test the
operating effectiveness of
controls for the purpose of
placing reliance on them or

11
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Key Change

Impact on the audit team

Impact on management

changes, inappropriate data
changes, risks from the use of
external or internal
providers for certain aspects of
the entity’s IT environment or
cybersecurity risks.

service

obtain more audit evidence from
substantive procedures. They
may also affect our strategy for
testing information that is
produced by, or involves, the
entity’s IT applications.

Enhanced requirements relating
to exercising professional
skepticism

New requirement to design and
perform risk assessment
procedures in a manner that is
not biased toward obtaining audit
evidence that may be
corroborative or toward excluding
audit evidence that may be
contradictory. Strengthened
documentation requirements to
demonstrate the exercise of
professional scepticism.

We may make changes to the
nature, timing and extent of our
risk assessment procedures,
such as our inquires of
management, the activities we
observe or the accounting
records we inspect.

Clarification of which controls
need to be identified for the
purpose of evaluating the design
and implementation of a control

We will evaluate the design and
implementation of controls that
address risks of material
misstatement at the assertion
level as follows:

e  Controls that address a
significant risk.

e  Controls over journal entries,
including non-standard
journal entries.

e  Other controls we consider
appropriate to evaluate to
enable us to identify and
assess risks of material
misstatement and design our
audit procedures

We may identify new or different
controls that we plan to evaluate
the design and implementation
of, and possibly test the
operating effectiveness to
determine if we can place
reliance on them.

We may also identify risks arising
from IT relating to the controls we
plan to evaluate, which may
result in the identification of
general IT controls that we also
need to evaluate and possibly
test whether they are operating
effectively. This may require
increased involvement of IT audit
specialists.
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APPENDIX 3: DRAFT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of Duncan — North Cowichan Joint Utilities Board

Opinion
We have audited the financial statements of Duncan — North Cowichan Joint Utilities Board (the
“Entity”), which comprise:

* the statement of financial position as at December 31, 2022
* the statement of operations for the year then ended

* and notes to the financial statements, including a summary of significant accounting policies
(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at December 31, 2022, and its results of operations for the year
then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
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Responsibilities of Management and Those Charged with Governance for
the Financial Statements

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

* Identify 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.

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

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

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

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

DRAFT
Chartered Professional Accountants
[DATE OF APPROVAL]

Victoria, Canada
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