
  

  THE CORPORATION OF THE CITY OF COURTENAY 
 
 NOTICE OF 
 COMMITTEE OF THE WHOLE MEETING 
 
 
DATE: Monday, June 27, 2016 
PLACE: City Hall Council Chambers 
TIME:  4:00 p.m. 
  
 
 
 AGENDA 
 
 
1.00 STAFF REPORTS/CORRESPONDENCE 
Pg# 
 
1 1. 2015 Audited Financial Statements (Presentation by MNP) 
 
49 2. Financial Information Act - 2015 Statement of Financial Information 
 
87 3. 2016 UBCM Requests to meet with Premier or a Cabinet Minister 
 
 
2.00 ADJOURNMENT 





 
 
THE CORPORATION OF THE CITY OF COURTENAY 

STAFF REPORT 
 

 
To:  Council  File No.:  1870-02 [2015] 
From: Chief Administrative Officer Date:  June 27, 2016 
Subject: 2015 Audited Financial Statements 

 
PURPOSE: 
The purpose of this report is to request approval of the audited financial statements for the year ended 
December 31, 2015. 
 
POLICY ANALYSIS:  
Section 171 of the Community Charter requires that the municipal auditor report to Council on the annual 
financial statements.  Council is responsible for the review and approval of the financial statements. This is 
one of the key roles that Council fulfils to ensure that the City’s financial and organizational resources are 
sound. 
 
EXECUTIVE SUMMARY:  
The firm of MNP LLP was appointed by Council to undertake the independent audit for the 2015 year.  
Under the terms of their engagement, the interim audit work was performed in December 2015, and final 
audit work undertaken in April to June 2016.   
 
CAO RECOMMENDATIONS: 
That based on the June 27, 2016 staff report “2015 Audited Financial Statements” Council approve OPTION 
1 which approves the Audited Financial Statements for the year ended December 31, 2015.  
 
Respectfully submitted 

 
David Allen, BES, CLGEM, SCLGM 
Chief Administrative Officer 
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BACKGROUND: 
Section 171 of the Community Charter requires that the municipal auditor report to Council on the annual 
financial statements.  
 
The auditor’s responsibility is to report on whether the annual consolidated statements present fairly, in all 
material respects, the financial position, results of operations, change in net financial assets and cash flows 
of the City in accordance with Canadian Public Sector Accounting Standards.   In addition, their role is to 
provide reasonable, but not absolute, assurance of detecting misstatements, fraud or non-compliance with 
laws and regulations having a material effect on the consolidated financial statements as a whole. 
 
Council is responsible for the review and approval of the annual financial statements. 
 
DISCUSSION: 
The firm of MNP LLP was appointed by Council to undertake the annual independent financial audit of the 
City for the 2015 calendar year.  In January, 2016 MNP communicated their Audit Service Plan to Council, 
and audit staff were on site to complete 2015 audit procedures in the latter part of April and early May, 
2016.  The Audit work is now complete and MNP, in conjunction with this report, has prepared an overview 
of the City’s financial position as well as their opinion and approval of the 2015 consolidated financial 
statements.  
Attached are the following documents for Council’s reference: 
 

1. Audit Independence Letter, MNP LLP 
2. Audit Findings Report for the year ended December 31, 2015 
3. City of Courtenay, Audited Financial Statements for the year ended December 31, 2015 

 
FINANCIAL IMPLICATIONS: 
Total fees of $30,500 charged to the City for audit services are as quoted in the Audit Service Plan 
presented to Council in December 2015.  No additional audit works were required. 
 
ADMINISTRATIVE IMPLICATIONS:    
Upon Council review and approval of the financial statements, staff will compile and distribute the 
statements as required to various authorities.  In addition, the financial statements will be made publically 
available via the City’s website and incorporated into the City’s 2015 Annual Report 
 
STRATEGIC PLAN REFERENCE: 
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While the annual audit work and compilation of the consolidated financial statements are not specifically 
identified in the City’s strategic plan, staff resources are used to carry out this annual statutory 
requirement. 
OFFICIAL COMMUNITY PLAN REFERENCE:    
Not applicable 
REGIONAL GROWTH STRATEGY REFERENCE: 
Not applicable 
CITIZEN/PUBLIC ENGAGEMENT: 
The public will be informed of the outcome of Council’s consideration of the 2015 Audited Financial 
Statements.  This is based on level one of the IAP2 Spectrum of Public Participation adopted as an element 
of Sound Project Design for the Corporate Workplan. 

 

OPTIONS:    
OPTION 1: That Council approves the City of Courtenay Audited Financial Statements for the year 

ended December 31, 2015. (Recommended) 
 
OPTION 2: That Council does not approve the Audited Financial Statements for the year ended 

December 31, 2015. 
 
Prepared by:  

                                   
Brian Parschauer, BA, CPA-CMA 
Director, Financial Services 
 
 
Attachments (3) 
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June 27, 2016

Mayor and Council
830 Cliffe Avenue 
Courtenay, BC V9N 2J7

Dear Mayor and Council:

We have been engaged to audit the consolidated financial statements of City of Courtenay ("the City") as at
December 31, 2015 and for the year then ended.

CAS 260 Communication With Those Charged With Governance (“the Standard”) requires that we communicate
at least annually with you regarding all relationships between the City and MNP LLP ("MNP") that, in our
professional judgment, may reasonably be thought to bear on our independence. In determining which
relationships to report, we are required to consider relevant rules and related interpretations prescribed by the
appropriate provincial institute 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;
(c)  Personal or business relationships of immediate family, close relatives, partners or retired partners, either
      directly or indirectly, with a client;
(d)  Economic dependence on a client; and
(e)  Provision of services in addition to the audit engagement.

We are not aware of any relationship between the City and MNP that, in our professional judgment, may
reasonably be thought to bear on our independence, which have occurred from January 1, 2015 to the date of
this letter.

Generally Accepted Auditing Standards require that we confirm our independence to the Mayor and Council.
Accordingly, we hereby confirm that MNP is independent with respect to the City 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 Mayor and Council, management and others within the City and
should not be used for any other purposes.

We look forward to discussing with you the matters addressed in this letter as well as other matters that may be
of interest to you. We will be prepared to answer any questions you may have regarding our independence as
well as other matters.

Yours truly,

MNP LLP
Chartered Professional Accountants

SUITE 400, MNP PLACE, 345 WALLACE STREET, NANAIMO B.C., V9R 5B6
  T: 250.753.8251  F: 250.754.3999  MNP.ca 4
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COURTENAY 

AUDIT FINDINGS REPORT 

Year Ending December 31, 2015 
For presentation at the Mayor and Council 
Meeting  
June 27, 2016
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June 27, 2016 
 
 
 
The Mayor and Council of the Corporation of the City of Courtenay 
 
Dear Mayor and Council: 
 
We are pleased to put forward this report to discuss the results of our audit of the consolidated financial 
statements of the Corporation of the City of Courtenay (“the City”) for the year ended December 31, 2015. 
In this report, we cover those significant matters which, in our opinion, you should be aware of as Mayor 
and Council. 
 
We have completed our audit of the consolidated financial statements of the City and are prepared to sign 
our independent auditors’ report after the Mayor and Council’s review and approval of the consolidated 
financial statements. 
 
Our report will provide an unqualified opinion to the Mayor and Council of the City. A draft copy of our 
proposed independent auditors’ report is included as Appendix A to this report. 
 
We would like to express our appreciation for the excellent cooperation we have received from 
management and employees with whom we worked. 
 
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. 
 
Yours truly, 
 

 
 
MNP LLP 
Chartered Professional Accountants  
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1. MNP AUDIT PROCESS 
 
As auditors, we report to the Mayor and Council on the results of our examination of the City’s 

consolidated financial statements. This report summarizes our audit process and discusses issues that 
are of relevance to the Mayor and Council of the City. 

• Our audit was carried out in accordance with Canadian generally accepted auditing standards. 

• Our audit procedures included a review of all significant accounting and management reporting 
systems. 

• Each material year-end balance, key transaction and other event considered significant to the 
consolidated financial statements was separately examined. 

• 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. 
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• 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 City 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 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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2. SIGNIFICANT AUDIT FINDINGS 
 
As a part of our commitment to providing superior client service we strive to maintain effective two-way 
communication. To aid the Mayor and Council in its role overseeing the financial reporting process, 
including its review and approval of the consolidated financial statements, we are pleased to provide you 
with the following significant findings: 

AREAS OF AUDIT EMPHASIS 

• The following lists the key areas of our audit emphasis for your City: 

• Financial Statement Presentation and Disclosure 

• Contingencies, Lawsuits and Commitments 

• Fraud and Error 

• New accounting standard – Liabilities for Contaminated Sites 

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

FINAL MATERIALITY 

• Final materiality used to assess the significance of misstatements or omissions identified 

during the audit and determine the level of audit testing performed was $700,000. 

DIFFICULTIES ENCOUNTERED 

• We have satisfactorily completed our audit procedures for each of the significant account balances 
and transaction streams. No significant limitations were placed on the scope or timing of our audit. 

SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL 

• 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. However, we may 
not be aware of all the significant deficiencies in internal control that do, in fact, exist. 

IDENTIFIED OR SUSPECTED FRAUD 

• No incidents of fraud, or suspected fraud, came to our attention in the course of our audit. 
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IDENTIFIED OR SUSPECTED NON-COMPLIANCE WITH LAWS AND 

REGULATIONS 

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

MATTERS ARISING IN CONNECTION WITH RELATED PARTIES 

• All related party transactions identified were in the normal course of business. 

GOING CONCERN 

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

SIGNIFICANT ACCOUNTING POLICIES 

• Except as noted below, the accounting policies used by the entity are appropriate and have been 
consistently applied. 

• New Section 3260 Liabilities for Contaminated Sites was adopted by the City in the current year. 

SIGNIFICANT MANAGEMENT ESTIMATES 

• The preparation of the consolidated financial statements is subject to significant accounting estimates 
made by management. All significant management estimates were reviewed for the current period and 
no material differences were noted. 

• The following is a summary of significant management estimates and provisions: 

• Allowance for doubtful accounts – no provision deemed necessary. 

• Provision for legal contingencies – no provision deemed necessary. 

• Accrual for post-employment benefits – accrual made for expected future payments for employee 
sick leave, meritorious service, retirement, disability or death and termination pay calculated based 
on the probability of the employees actual future cost based on age, years of service and hourly 
rate, adjusted for inflation and discounted to present value. 

• Amortization period of tangible capital assets – amortized over the estimated useful life of the 
respective assets. All assets were amortized under the straight-line method, over 5 to 80 years. 
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MATTERS ARISING FROM MANAGEMENT DISCUSSIONS 

• We would like to formally acknowledge the excellent cooperation and assistance we received from the 
management and staff. 

• There were no disagreements with management, significant difficulties or other irregularities 
encountered during the course of our audit. 

REVIEW OF EXPENSE CLAIMS 

• During the course of our audit, we selected a sample of expense claims submitted by the Mayor, 
Council and Senior Management of the City and reviewed those expense claims for approvals and 
compliance with the related policies.  We did not find any issues or irregularities to bring to your 
attention. 

SIGNIFICANT UNADJUSTED DIFFERENCES 

• Significant differences discussed with management with respect to the December 31, 2015 
consolidated financial statements are noted in Appendix C. 

MODIFICATIONS TO THE INDEPENDENT AUDITORS’ REPORT 

• Our independent auditors’ report will provide an unqualified opinion to the Mayor and Council.  

• An Other Matters paragraph was included in the independent auditors' report, describing that 
Schedules 1, 3, 4 and 5 have been subjected to audit procedures, however Schedule 2 is unaudited. 

INDEPENDENCE 

• We confirm to the Mayor and Council that we are independent of the City. 

• Our letter to the Mayor and Council discussing our independence is included under separate cover.  

We would also be pleased to discuss any other issues and/or concerns of the Mayor and Council. 
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APPENDIX A: DRAFT INDEPENDENT AUDITORS’ REPORT 
 
To the Mayor and Council of the Corporation of the City of Courtenay: 
 
We have audited the accompanying consolidated financial statements of the Corporation of the City of Courtenay, 
which comprise the consolidated statement of financial position as at December 31, 2015 and the consolidated 
statements of operations, change in net financial assets, cash flows and related schedules for the year then ended, 
and a summary of significant accounting policies and other explanatory information.   
 
Management’s Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility  

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We 
conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require 
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement. 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the 

assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and 

fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 

control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the 
City as at December 31, 2015, and the results of its operations, changes in net financial assets and cash flows for the 
year then ended in accordance with Canadian public sector accounting standards. 
 
Other Matters 

Our audit was performed for the purpose of forming an opinion on the consolidated financial statements 
taken as a whole.  The current year’s supplementary information, including schedules 1 to 5, has been 

presented for purposes of additional analysis.  The supplementary information in Schedules 1, 3, 4 and 5 
has been subjected to the auditing procedures applied in the consolidated financial statements and in our 
opinion, this supplementary information is presented fairly, in all material respects, in relation to the 
consolidated financial statements taken as a whole.  We do not express an opinion on Schedule 2 
because our examination did not extend to the detailed information therein.   
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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 City’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 minute books 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 City’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 City’s susceptibility to material misstatements arising 

from fraud or error is reasonably low. 
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LIABILITY FOR CONTAMINATED SITES 

 

Audit Procedures: 
 We made detailed inquiries of Management and reviewed land listings to assess the 

completeness of information provided and the risk of contamination. One contaminated site was 
brought to our attention and due to the inability to determine a reasonable estimate at this point in 
time, no liability amount has been recorded.  The City expects to record a significant liability for 
this contaminated site once a reasonable estimate can be determined. 

 
We have concluded that liabilities for contaminated sites have been appropriately accounted for and 

disclosed in the City’s consolidated financial statements. 
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APPENDIX C: SIGNIFICANT UNADJUSTED DIFFERENCES 
 

Difference noted 
Financial statement 
Item(s) Affected 

Adjustment to 
Statement of 
Financial Position 

Adjustment to 
Statement of 
Operations 

Payroll clearing account is 
in a debit balance 

Accounts Receivable, 
Expenses ($181,424) ($181,424) 

Adjustment to revenue 
from prior year surplus is 

recorded against 
Protective Services 
expenses instead of 

against Other revenue 
(classification only, 

amount of $300,000) 
 

Protective Services, Other 
revenue 

 
None None 

Total Unadjusted 
Differences 

  ($181,424) 
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THE CORPORATION OF THE CITY OF COURTENAY 

STAFF REPORT 
 

 
To:  Council  File No.:  1870-06 [2015] 
From: Chief Administrative Officer Date:  June 27, 2016 
Subject: Financial Information Act – 2015 Statement of Financial Information 
 

 
PURPOSE: 
The purpose of this report is to request Council approval of the Statement of Financial Information for the 
year ended December 31, 2015. 
 
POLICY ANALYSIS:  
The Financial Information Act and the Financial Information Act Regulation 371/93 require that local 
governments prepare an annual statement of financial information.  In addition, Section 168 of the 
Community Charter requires that the City prepare an annual reporting of council remuneration, expenses 
and contracts.  The Section 168 reporting is included in the City’s Annual Statement of Financial 
Information. 
 
CAO RECOMMENDATIONS: 
That based on the June 27, 2016 staff report “Financial Information Act – 2015 Statement of Financial 
Information”, Council approve OPTION 1 and approve the City of Courtenay Statement of Financial 
Information for the year ended December 31, 2015. 
 
Respectfully submitted, 

 
David Allen, BES, CLGEM, SCLGM 
Chief Administrative Officer 
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BACKGROUND: 
Under the terms of The Financial Information Act, each local government in British Columbia is deemed to 
be a “corporation” and must prepare an annual Statement of Financial Information (SOFI) for submission to 
the Province by June 30th each year. 
 
DISCUSSION: 
Attached for Council’s review and approval is the City of Courtenay Statement of Financial Information for 
the year ended December 31, 2015.   The attached report does not contain the Auditor Report (Page 3), 
which will be available and included in the final SOFI submission upon Council’s approval of the 2015 
Financial Statements.   
 
As prescribed by legislation, this annual report includes information on the City’s audited financial 
statements, a schedule of remuneration and expenses for both Council and City employees, a schedule of 
payments made for supplies and services used by the City, as well as information on any active guarantee 
and indemnity agreements in place for the 2015 operational year. 
 
ADMINISTRATIVE IMPLICATIONS:    

Preparing the annual SOFI report for submission to Council utilizes resources from both Finance and the 
Human Resources Departments. 

ASSET MANAGEMENT IMPLICATIONS: 

There are no asset management implications. 

STRATEGIC PLAN REFERENCE: 

This matter is an annual statutory requirement that staff must comply with, and is presented for Council to 
review and approve. 

 

 

OFFICIAL COMMUNITY PLAN REFERENCE:   

Not applicable.  

REGIONAL GROWTH STRATEGY REFERENCE: 

Not applicable. 
 
 50



Staff Report - June 27, 2016  Page 3 of 3 
Financial Information Act – 2015 Statement of Financial Information 
 
CITIZEN/PUBLIC ENGAGEMENT: 

While public engagement is not required, the SOFI report must be publically approved by Council and then 
submitted to the Province by June 30th.   

The public will be informed of the outcome of Council’s approval of the Statement of Financial Information.  
This is based on level one of the IAP2 Spectrum of Public Participation adopted as an element of Sound 
Project Design for the Corporate Workplan. 

 

OPTIONS:    

OPTION 1: That Council approve the City of Courtenay Statement of Financial Information for the year 
ended December 31, 2015. (Recommended) 

OPTION 2:  That Council does not approve the 2015 Statement of Financial Information. 

 

Prepared by:   

 
Brian Parschauer, BA, CPA-CMA 
Director, Financial Services 
 

Attachments: City of Courtenay, Statement of Financial Information for the year ended December 31,  
  2015 
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