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Suite 400 MNP Place, 345 Wallace Street, Nanaimo, British Columbia, V9R 5B6  Phone:  (250) 753-8251 

Independent Auditors’ Report 
 
 
 
 
 
To the Board of Trustees of Sandwick Waterworks District:   
 
We have audited the accompanying consolidated financial statements of Sandwick Waterworks District, which comprise the consolidated 
statement of financial position as at December 31, 2015 and the consolidated statements of operations and accumulated surplus, change 
in net financial assets, and cash flows and related schedule or 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 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 in our audit is sufficient and appropriate to provide a basis for our qualified audit 
opinion. 
 
Basis for Qualified Opinion 
During 2014 the District received a donation of tangible capital assets from a developer which was recorded in the amount of $116,192.  
The District was unable to obtain documentation supporting the recorded amount and we were unable to determine if adjustments to 
tangible capital assets, accumulated amortization, opening accumulated surplus, amortization expense or annual surplus might be 
necessary. 
 
Qualified Opinion 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion paragraph, the consolidated financial 
statements present fairly, in all material respects, the financial position of Sandwick Waterworks District as at December 31, 2015 and the 
results of its operations, changes in net financial assets and its cash flows for the year then ended in accordance with Canadian public 
sector accounting standards. 
 
Other Matter 
Without modifying our opinion, we draw attention to Note 7 to the consolidated financial statements, which describes the anticipated 
disbanding of the Sandwick Waterworks District as of December 31, 2016. 
 
 

Courtenay, British Columbia 
 

                                                   
 

July 19, 2016 Chartered Professional Accountants 
 





Sandwick Waterworks District
Consolidated Statement of Operations and Accumulated Surplus

As at December 31, 2015

2015 2015 2014

Budget

(Note 10)

Revenues

Water tolls 328,283       331,502      315,614      

Donated tangible capital assets -              -              116,192      

Interest and investment income -              3,119          10,171        

Connection fees -              300             475             

328,283       334,921      442,452      

Expenses

Administrative services

Advertising 650              483             587             

Amortization -              6,242          6,890          

Honoraria 7,000           5,350          5,350          

Insurance 11,000         11,035        9,914          

Interest and bank charges 1,100           1,722          1,707          

Office, licences and travel 19,750         15,109        17,536        

Professional fees 16,000         15,700        14,468        

Rent 9,000           8,200          8,160          

Salaries and benefits (Note 11) 94,000         103,039      92,129        

Sub-contractors -              3,688          2,428          

Telephone 6,500           7,580          5,688          

165,000       178,148      164,857      

Water services

Amortization -              43,047        43,396        

Power 30,000         29,975        28,884        

Repairs and maintenance 81,600         59,787        38,415        

Water costs -              30,998        -              

111,600       163,807      110,695      

Total Expenses 276,600       341,955      275,552      

Annual surplus (deficit) 51,683         (7,034)         166,900      

Accumulated surplus - beginning of year 1,068,730    1,068,730   901,830      

Accumulated surplus - end of year 1,120,413    1,061,696   1,068,730   

The accompanying notes are an integral part of these financial statements
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Sandwick Waterworks District
Consolidated Statement of Change in Net Financial Assets

For the year ended December 31, 2015

2015 2015 2014

 Budget 

(Note 10)  

Annual surplus (deficit) 51,683        (7,034)     166,900   

Acquisition of tangible capital assets -             (21,284)   (127,497)  

Amortization of tangible capital assets -             49,289     50,286     

Decrease in prepaid expenses -             679         (271)        

Change in net financial assets 51,683        21,650     89,418     

Net financial assets, beginning of year 323,045      323,045   233,627   

Net financial assets, end of year 374,728      344,695   323,045   

The accompanying notes are an integral part of these financial statements
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Sandwick Waterworks District
Consolidated Statement of Cash Flows

For the year ended December 31, 2015

2015 2014

Cash provided by (used for) the following activities

Operating activities

Annual surplus (deficit) (7,034)        166,900  

Amortization 49,289       50,286    

Contributed tangible capital assets -             (116,192) 

Changes in working capital

Accounts receivable (8,416)        18,815    

Prepaid expenses 679            (271)        

Accounts payable and accrued liabilities 3,659         (673)        

38,177       118,865  

Investing activities

Acquisition of tangible capital assets (21,284)      (11,305)   

Financing activities

Purchase of temporary investments (119,341)    (117,142) 

Redemption of temporary investments 117,142     114,842  

(2,199)        (2,300)     

Increase in cash resources 14,694       105,260  

Cash resources, beginning of year 179,894     74,634    

Cash resources, end of year 194,588     179,894  

The accompanying notes are an integral part of these financial statements
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Sandwick Waterworks District 
Notes to the Consolidated Financial Statements 

For the year ended December 31, 2015 
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1. Incorporation and commencement of operations 

The District was incorporated on April 29, 1969 and is subject to the provisions contained in the Local Government Act, a 
statute of the British Columbia provincial government.  The principal activities of the District are to provide water service to 
the residents of the Sandwick Waterworks District and to maintain and repair all wells and water lines associated with that 
service. 

 

2. Significant accounting policies 

The consolidated financial statements have been prepared in accordance with the recommendations of the Public Sector 
Accounting Board of CPA Canada.  In accordance with these recommendations, the District has implemented the 
consolidation of all funds.  The consolidated financial statements reflect the removal of internal transactions and balances. 

 

Revenue recognition   

Water toll revenues are recognized on a quarterly basis once service has been provided.  Discounts on water toll revenues 
are recognized on a cash basis depending on when water tolls are paid. Connection fees revenue are recognized when the 
water is connected. Interest and investment income is recognized as revenue as earned on an accrual basis. 

Inventory   

Inventory of supplies are recorded at the lower of cost and replacement cost.  Cost is determined using the specific 
identification method.   

 

Temporary investments   

Temporary investments are comprised of various guaranteed investment certificates. They are valued at cost. 

 

Measurement uncertainty   

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 disclosure of 
contingent assets and liabilities at the date of the consolidated financial statements, and the reported amounts of revenues 
and expenses during the reporting period.  

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful accounts is 
provided where considered necessary. Provisions are made for slow moving and obsolete inventory. Amortization is based 
on the estimated useful lives of tangible capital assets. Liabilities for contaminated sites are estimated based on the best 
information available regarding potentially contaminated sites that the District is responsible for. 

These estimates and assumptions are reviewed periodically and, as adjustments become necessary they are reported in 
surplus in the periods in which they become known.  



Sandwick Waterworks District 
Notes to the Consolidated Financial Statements 

For the year ended December 31, 2015 
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2. Significant accounting policies (continued from previous page) 

Tangible capital assets   

Tangible capital assets are recorded at cost which includes all amounts that are directly attributable to acquisition, 
construction, development or betterment of the asset. The cost, less residual value, of the tangible capital assets are 
amortized on a straight-line basis over their estimated useful lives as follows: 

 
Automotive      6 years 
Buildings       50 years 
Computer equipment     5 years 
Computer software                                             2 years  
Equipment      5 years 
Water pumping stations and reservoirs   20 to 60 years 
Water system network     40 to 80 years 

 

Tangible capital assets received as contributions are recorded at their fair value at the date of receipt.  In the year of 
acquisition, amortization is taken at one half of the above rates. Land is not amortized.  
 

Liability for contaminated sites 

 
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 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, 2015. 

 
At each financial reporting date, the 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 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. 
 
 
Recent accounting pronouncements 
 
PS 2200 Related Party Disclosures 
 
In March 2015, as part of the CPA Canada Public Sector Accounting Handbook Revisions Release No. 42, the Public Sector 
Accounting Board (PSAB) issued a new standard, PS 2200 Related Party Disclosures. 
 
This new Section defines related party and established disclosures required for related party transactions. Disclosure of 
information about related party transactions and the relationship underlying them is required when they have occurred at a value 
different from that which would have been arrived at if the parties were unrelated, and they have, or could have, a material 
financial effect on the consolidated financial statements.  
 
This section is effective for fiscal years beginning on or after April 1, 2017. Early adoption is permitted. 
 
The District does not expect application of the new Standard to have a material effect on the consolidated financial statements. 
 
 
PS 3210 Assets 
 
In June 2015, new PS 3210 Assets was included in the CPA Canada Public Sector Accounting Handbook (PSA HB). The new 
Section provides guidance for applying the definition of assets set out in PS 1000 Financial Statement Concepts. The main 
features of this standard are as follows:



Sandwick Waterworks District 
Notes to the Consolidated Financial Statements 

For the year ended December 31, 2015 
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2. Significant accounting policies (continued from previous page) 

 
Assets are defined as economic resources controlled by a government as a result of past transactions or events and from which 
future economic benefits are expected to be obtained. 
 
Economic resources can arise from such events as agreements, contracts, other government’s legislation, the government’s 
own legislation, and voluntary contributions. 
 
The public is often the beneficiary of goods and services provided by a public sector entity. Such assets benefit public sector 
entities as they assist in achieving the entity's primary objective of providing public goods and services. 
 
A public sector entity’s ability to regulate an economic resource does not, in and of itself, constitute control of an asset, if the 
interest extends only to the regulatory use of the economic resource and does not include the ability to control access to future 
economic benefits. 
 
A public sector entity acting as a trustee on behalf of beneficiaries specified in an agreement or statute is merely administering 
the assets, and does not control the assets, as future economic benefits flow to the beneficiaries. 

 
An economic resource may meet the definition of an asset, but would not be recognized if there is no appropriate basis for 
measurement and a reasonable estimate cannot be made, or if another Handbook Section prohibits its recognition. Information 
about assets not recognized should be disclosed in the notes. 

The standard is effective for fiscal years beginning on or after April 1, 2017. Earlier adoption is permitted. 

The District does not expect application of the new Standard to have a material effect on the consolidated financial 
statements. 

 

PS 3320 Contingent Assets 

In June 2015, new PS 3320 Contingent Assets was included in the CPA Canada Public Sector Accounting Handbook (PSA 
HB). The new Section establishes disclosure standards on contingent assets. The main features of this Standard are as 
follows: 

Contingent assets are possible assets arising from existing conditions or situations involving uncertainty. That uncertainty will 
ultimately be resolved when one or more future events not wholly within the public sector entity's control occurs or fails to 
occur. Resolution of the uncertainty will confirm the existence or non-existence of an asset. 

Passing legislation that has retroactive application after the financial statement date cannot create an existing condition or 
situation at the financial statement date.  

Elected or public sector entity officials announcing public sector entity intentions after the financial statement date cannot 
create an existing condition or situation at the financial statement date. 

Disclosures should include existence, nature, and extent of contingent assets, as well as the reasons for any non-disclosure 
of extent, and the bases for any estimates of extent made.  

When a reasonable estimate can be made, disclosure should include a best estimate and a range of possible amounts (or a 
narrower range of more likely amounts), unless such a disclosure would have an adverse impact on the outcome. 

The standard is effective for fiscal years beginning on or after April 1, 2017. Earlier adoption is permitted. 

The District does not expect application of the new Standard to have a material effect on the consolidated financial 
statements. 



Sandwick Waterworks District 
Notes to the Consolidated Financial Statements 

For the year ended December 31, 2015 
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2. Significant accounting policies (continued from previous page) 

PS 3380 Contractual Rights 

In June 2015, new PS 3380 Contractual Rights was included in the CPA Canada Public Sector Accounting Handbook (PSA 
HB). This new Section 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 Standard 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. 

Disclosures should include descriptions about nature, extent, and timing. 

The standard is effective for fiscal years beginning on or after April 1, 2017. Earlier adoption is permitted. 

The District does not expect application of the new Standard to have a material effect on the consolidated financial 
statements. 

 

PS 3430 Restructuring Transactions 

In June 2015, new PS 3430 Restructuring Transactions was included in the CPA Canada Public Sector Accounting 
Handbook (PSA HB). The new Section establishes disclosure standards on contingent assets. The main features of this 
Standard are as follows: 

A restructuring transaction is defined separately from an acquisition. The key distinction between the two is the absence of 
an exchange of consideration in a restructuring transaction. 

A restructuring transaction is defined as a transfer of an integrated set of assets and/or liabilities, together with related 
program or operating responsibilities that does not involve an exchange of consideration.  

Individual assets and liabilities transferred in a restructuring transaction are derecognized by the transferor at their carrying 
amount and recognized by the recipient at their carrying amount with applicable adjustments. 

The increase in net assets or net liabilities resulting from recognition and derecognition of individual assets and liabilities 
received from all transferors, and transferred to all recipients in a restructuring transaction, is recognized as revenue or as an 
expense. 

Restructuring-related costs are recognized as expenses when incurred. 

Individual assets and liabilities received in a restructuring transaction are initially classified based on the accounting policies 
and circumstances of the recipient at the restructuring date.  

The financial position and results of operations prior to the restructuring date are not restated. 

Disclosure of information about the transferred assets, liabilities and related operations prior to the restructuring date by the 
recipient is encouraged but not required. 

The Section is effective for new restructuring transactions that occur in fiscal periods beginning on or after April 1, 2018. 
Earlier application is encouraged. 

The District does not expect application of the new Standard to have a material effect on the consolidated financial 
statements
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Notes to the Consolidated Financial Statements 

For the year ended December 31, 2015 
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3. Cash  

  2015
  

 2014
  

 
   

Operating Fund  184,067  169,378 
Capital Development Fund  10,521   10,516 
 

  194,588  179,894  
 

 

4. Accounts receivable  

  2015   2014  
 

   
Trade receivables  52,121   50,879 
Goods and Services Sales Tax receivable  10,954   3,780 
Allowance for doubtful accounts (8,541) (8,541) 
 

  54,534  46,118  
 

 

5. Tangible capital assets      

  

    2015   2014 
  Accumulated   Net book   Net book  

  Cost   amortization   value   value  
     
        Land 2,906   2,906 2,906 
        Automotive 13,654 5,555 8,099 9,898 

        Buildings 56,181 24,583 31,598 32,599 
        Computer equipment 5,288 4,747 541 758 
        Computer software 3,047 3,047 - 762 
        Equipment 41,650 40,204 1,446 3,910 
        Water pumping stations and reservoirs 431,409 173,245 258,164 251,144 

        Water system network 1,826,210 1,423,940 402,270 431,052 
 

  2,380,345   1,675,321  705,024  733,029  
 

During the year, the District received no donated tangible capital assets (2014 – $116,192). 

For additional information, see the Consolidated Schedule of Tangible Capital Assets (Schedule 1).



Sandwick Waterworks District 
Notes to the Consolidated Financial Statements 

For the year ended December 31, 2015 
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6. Financial instruments 

The District as part of its operations carries a number of financial instruments.  The District's financial instruments consist of 
cash, temporary investments, accounts receivable and accounts payable and accrued liabilities.  It is management's opinion 
that the District is not exposed to significant interest, currency or credit risks arising from these financial instruments.  

7. Subsequent Event      

On June 28, 2016 the Board of Trustees of the District voted unanimously to disband the Sandwick Waterworks District and 
convert to a Comox Valley Regional District service area, effective December 31, 2016.  As the District intends to operate 
for one more year, these consolidated financial statements have been prepared on a going concern basis, using carrying 
values for all balances (no balances have been adjusted to liquidation values). 

8.  Environmental liabilities 

The District makes every reasonable effort to comply with all environmental regulations that apply to its operations.  These 
regulations may require future expenditures to meet applicable standards.  Amounts required to meet these obligations will 
be charged to operations or set aside as future reserves when they can be reasonably estimated. 

9. Accumulated surplus 

The District follows the normal practice for improvement district accounting according to the principles of fund accounting.  
Funds are segregated for the purpose of carrying on specific activities or attaining certain objectives in accordance with 
special regulations, restrictions or limitations. 

The Operating Fund is used to account for all revenues and expenses related to general operations of the District. 

The Capital Development Fund is used to account for deposits made by developers.  These funds will be used at a later 
date in time to service these developments. 

The Capital Fund is used to account for all tangible capital assets of the District and to present the flow of funds related to 
their acquisition and disposal, unexpended capital resources and debt commitments. 

 
  2015   2014 

 
Fund balances   
Operating Fund  346,151  325,185 
Capital Development Fund  10,521   10,516 
Capital Fund  705,024  733,029 
 

Total fund balances  1,061,696  1,068,730  
 
 



Sandwick Waterworks District 
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For the year ended December 31, 2015 
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10. Budget information      

The District approved its operating budget based on planned expenses relating to the current year funding on January 21, 
2015. Budgeted expenses include additional expenditures not reported on the Consolidated Statement of Operations. The 
reconciliation of total budgeted surplus is as follows: 

 
Annual surplus per Statement of Operations  51,683  

Future infrastructure changes 250,000 

Surplus (Deficit) per approved budget  (198,317) 

 

11. Related party transactions  

During the year a total of $20,329 was paid to two members of the Board as wages for employment with the Sandwick 
Waterworks District (2014 - $17,086). 

12.   Change in accounting policy     

Effective January 1, 2015, the District adopted the recommendations in PS 3260 Liabilities for Contaminated Sites, as set 
out in the Canadian public sector accounting standards.  Pursuant to the recommendations, the change was applied 
prospectively, and prior periods have not been restated. 

Previously, no accounting policy existed to account for a liability for contaminated sites.  Under the new recommendations, 
the District is required to recognize a liability for contaminated sites when economic benefits will be given up, as described in 
Note 2, Significant Accounting Policies. 

There was no effect on the District’s consolidated financial statements from adopting the above-noted change in accounting 
policy. 

 

13.   Government remittances     

Included in Accounts payable and accrued liabilities is $5,357 of government remittances (2014 - $3,080). 

 

 

 

 



Sandwick Waterworks District
Consolidated Schedule of Tangible Capital Assets

For the year ended December 31, 2015

Schedule 1

Land Automotive Buildings

Computer 

equipment

Computer 

software Equipment

Water pumping 

stations and 

reservoirs

Water system 

network 2015 2014

Cost

Balance, beginning of year 2,906           13,654           56,181         5,288             3,047        41,650      412,629           1,823,706            2,359,061     2,231,564      

Add:

Additions during the year -               -               -                -            18,780             2,504                   21,284          127,497         

Less:

Disposals during the year -               -                 -               -                -            -            -                   -                       -                -                 

Balance, end of year 2,906           13,654           56,181         5,288             3,047        41,650      431,409           1,826,210            2,380,345     2,359,061      

Accumulated amortization

Balance, beginning of year -               3,756             23,582         4,530             2,285        37,740      161,485           1,392,654            1,626,032     1,575,746      

Add:

Amortization -               1,799             1,001           217                762           2,464        11,760             31,286                 49,289          50,286           

Less:

Accumulated amortization

on disposals -               -                 -               -                -            -            -                   -                       -                -                 

Balance, end of year -               5,555             24,583         4,747             3,047        40,204      173,245           1,423,940            1,675,321     1,626,032      

Net book value of tangible

capital assets 2,906           8,099             31,598         541                -            1,446        258,164           402,270               705,024        733,029         

General Infrastructure Totals
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