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96 Wallace Street, Nanaimo, British Columbia, V9R 0E2  Phone:  250-756-3821 

 

Independent Auditors’ Report 
 
 
 
 
To the Board of Trustees of Cowichan Bay Waterworks District:   
 
We have audited the accompanying consolidated financial statements of Cowichan Bay Waterworks District, which comprise the 
consolidated statement of financial position as at December 31, 2014 and the consolidated statements of operations and 
accumulated surplus, 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 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 audit 
opinion. 
 
Opinion 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Cowichan Bay 
Waterworks District as at December 31, 2014 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. 
 
 

Nanaimo, British Columbia        

 
 

          Chartered Accountants 
March 26, 2015 
 
 
 
 
 
 
 
 

 

  

 





Cowichan Bay Waterworks District
Consolidated Statement of Operations and Accumulated Surplus

For the year ended December 31, 2014

2014

Budget 2014 2013

(Note 10) (restated - Note 12)

Revenues

Parcel taxes 67,919           67,239           67,426           

Sale of services 272,500          284,701          269,590          

Investment income 750                6,382             6,728             

Rent 6,768             6,726             6,600             

Other income 4,000             20,344           9,042             

351,937          385,392          359,386          

Expenses

Operating (Schedule 3) 208,750          218,713          191,341          

Administration (Schedule 3) 139,770          126,240          128,152          

348,520          344,953          319,493          

Surplus for the year 3,417             40,439           39,893           

Accumlated surplus - beginning of year (as previously stated) 4,081,160       4,081,160       4,041,267       

Correction of an error (Note 12) -                 30,333           30,333           

Accumulated surplus - beginning of year as restated 4,081,160       4,111,493       4,071,600       

Accumulated surplus - end of year 4,084,577       4,151,932       4,111,493       

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

For the year ended December 31, 2014

2014

Budget 2014 2013

(Note 10) (restated - Note 12)

Annual surplus 3,417            40,439        39,893        

Acquisition of tangible capital assets -                (207,523)     (118,534)     

Amortization 64,500          66,276        64,654        

Decrease in inventory -                997             1,533          

Increase in prepaid expenses -                470             (298)            

Change in net financial assets 67,917          (99,341)       (12,752)       

Net financial assets, beginning of year 1,327,005     1,327,005   1,339,757   

Net financial assets, end of year 1,394,922     1,227,664   1,327,005   

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

For the year ended December 31, 2014

2014 2013

(restated - Note 12)

Cash provided by (used for) the following activities

Operating activities

Annual surplus 40,439          39,893       

Amortization 66,276          64,654       

Changes in working capital

Accounts receivable (7,414)           (8,326)        

Prepaid expenses 470               (303)           

Inventory 997               1,534         

Accounts payable and accrued liabilities (8,013)           (353)           

Construction bonds held 97,383          -             

Deferred revenue (3,983)           (2,484)        

186,155        94,615       

Investing activities

Acquisition of tangible capital assets (207,523)       (118,534)    

Financing activities

Repayment of obligation under capital lease -                (429)           

Purchase of short-term investments (5,612)           (5,949)        

(5,612)           (6,378)        

Decrease in cash resources (26,980)         (30,297)      

Cash resources, beginning of year 298,790        329,087     

Cash resources, end of year 271,810        298,790     

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

For the year ended December 31, 2014 
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1. Incorporation and commencement of operations 

The Cowichan Bay Waterworks District (the "District") was incorporated on August 12, 1946 under the Society Act of the 
Province of British Columbia, and operates under the Local Government Act of British Columbia.  The principal activities of the 
District are to provide water service to the residents of Cowichan Bay 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 the Canadian Institute of Chartered Accountants.  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   

Parcel taxes are recognized upon issuance of tax notices for the fiscal year. Sale of services revenue for water services are 
recognized on a quarterly basis once service has been provided.  Interest and other income is recognized as revenue as 
earned on an accrual basis. Rent is recognized monthly in accordance with the lease agreements.  Capital expenditure 
charge (CEC) fees are recorded as revenue when amounts are determinable and collectability is assured.  
 

Government transfers are recognized as revenues when the transfer is authorized and any 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 transfer stipulations give rise to a liability. Transfer revenue is recognized in the statement of 
operations as the stipulation liabilities are settled.  

Cash and cash equivalents 

Cash and cash equivalents include cash, money market investments and short-term deposits with maturities of one to three 
months.   

Inventory   

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

 

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 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. 

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.  

 

 



Cowichan Bay Waterworks District 
 Notes to the Consolidated Financial Statements 

For the year ended December 31, 2014 
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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: 

  
  Rate 

Assets under capital lease                      5 years    
Main facilities 
Furniture and fixtures 

            5 to 60 years 
                   10 years    

Distribution network           50 to 80  years    
Technology                      5 years 

     

Tangible capital assets received as contributions are recorded at their fair value at the date of receipt. Assets under 
construction are not amortized until put into use. In the year of acquisition, amortization is taken at one half of its normal rate. 
 
 

Fund accounting   

In order to ensure observance of limitations and restrictions placed on the use of resources available to the District, the 
accounts are maintained on a fund accounting basis. Accordingly, resources are classified for accounting and reporting 
purposes into funds. These funds are held in accordance with the objectives specified by the contributors or in accordance 
with the directives issued by the Board of Trustees. 

Four funds are maintained: Operating Fund, Capital Fund, Renewal Reserve Fund and Capital Expense Charge Fund 
(“CEC”). 

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

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. 

The Renewal Reserve Fund consists of funds established by the Board of the District, by bylaw 240, to be used for 
expenditures related to the upgrading or addition of Waterworks tangible capital assets. These funds, and interest earned 
thereon, must only be invested and disbursed by bylaw passed by the Board of the District. 

The Capital Expense Charge Fund consists of funds established by the Board of the District, by bylaw 226, to be used for 
expenditures related to the upgrading, replacement or renewal of existing tangible capital assets.  The funds can only be 
expended with the Board’s approval. 

 

3. Accounts receivable  

  2014   2013  
 

   
Trade receivables             86,229             80,204 
GST receivable               9,097               7,708 

 
 

             
95,326 

   
          87,912 

 

   



Cowichan Bay Waterworks District 
 Notes to the Consolidated Financial Statements 

For the year ended December 31, 2014 
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4. Tangible capital assets       

    2014   2013  
  Accumulated   Net book   Net book  
  Cost   amortization   value   value  

(restated – 
Note 12) 

 
 
Construction in progress             91,043                      -             91,043 

                     
113,752 

Land             81,156                      -             81,156             81,156 
Assets under capital lease  3,415   3,145   -   - 
Main facilities 1,076,851 489,803 587,048 383,506 
Furniture and fixtures               5,856               4,823               1,033               1,522 
Distribution network  2,794,245   645,178     2,149,067  2,188,164 
Technology  10,992   10,992   -   -  

 

  4,063,558   1,154,211  2,909,347  2,768,100  

 

See Schedule 1 for more information. 

 

5. Accumulated surplus  

The District segregates its accumulated surplus into the following categories: 

 

                      2014                 2013 

            (restated – 

 Note 12) 

Fund balances 
Operating Fund 460,106 373,433 
Capital Fund 2,909,347 2,768,100 
Restricted Renewal Reserve Fund – Schedule 2 536,872 622,810 
Restricted Capital Expense Charge Fund – Schedule 2 245,607 347,150 

 
            Total fund balances 4,151,932 4,111,493 

 
 

6. Contingencies      

  

The District has an outstanding capital project to upgrade and renew 30 residential services and 5 hydrants at The Cannery. 
Subsequent to December 31, 2014, a developer involved with this project filed for bankruptcy. As a result, the District may be 
obligated to complete road work so as to fulfill its obligations for the service renewals. An estimate of these costs is unknown. 
    



Cowichan Bay Waterworks District 
 Notes to the Consolidated Financial Statements 

For the year ended December 31, 2014 
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7. Commitments      

The District has undertaken a capital project to make instrumentation upgrades and pump-house building renovations for the 
Valleyview Well Pump Station. To December 31, 2014, $25,984 was spent on the project and recorded in Construction in 
Progress.  The project is being funded out of the Renewal Reserve fund.  The total project budget is $50,000, therefore there 
is an estimated $24,016 of anticipated costs to complete the project. 

The District has undertaken a capital project to upgrade and renew 30 residential services and 5 hydrants at The Cannery. 
To December 31, 2014, $51,803 was spent on the project and recorded in Construction in Progress.  The project is being 
funded out of the Renewal Reserve fund.  The total project budget is $110,000, therefore there is an estimated $58,197 of 
anticipated costs to complete the project. 

The District has undertaken a capital project for renewal of services and fire hydrants along Ordano Road. To December 31, 
2014, $3,061 was spent on the project and recorded in Construction in Progress.  The project is being funded out of the 
Renewal Reserve fund.  The total project budget is $50,000, therefore there is an estimated $46,939 of anticipated costs to 
complete the project. 

The District has undertaken a capital project to design and construct a new water main along Wessex Road. To December 
31, 2014, $10,195 was spent on the project and recorded in Construction in Progress.  The project is being funded out of the 
Capital Expense Charge fund.  The total project budget is $125,000, therefore there is an estimated $114,805 of anticipated 
costs to complete the project. 

8. Financial instruments      

The District, as part of its operations, carries a number of financial instruments. The District's financial instruments consist of 
cash and cash equivalents, cash equivalents - restricted, accounts receivable, accounts payable and accrued liabilities and 
construction bonds held. It is management's opinion that the District is not exposed to significant interest, currency or credit 
risks arising from these financial instruments except as otherwise disclosed. 

 

9. 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. 

 

10. Budget figures  

Budget figures represent the budget adopted by the Board on December 19, 2013.  The budgeted surplus as approved by 
the Board agrees to the surplus for the year as shown on the Consolidated Statement of Operations and Accumulated 
Surplus. 

 
 

11.  Related party transaction 

 

During the year the District engaged a company owned by one of the trustees for services in the amount of $224 (2013 - 
$45,376). These transactions were conducted in the normal course of operations and measured at the exchange amount, 
which is the amount of consideration established and agreed to by the related parties. 

   



Cowichan Bay Waterworks District 
 Notes to the Consolidated Financial Statements 

For the year ended December 31, 2014 
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12.  Correction of an error 

 
During the year the District determined that in the year of acquisition, amortization on tangible capital assets was not taken on a 
straight line basis over the assets estimated useful life at one-half of the prescribed rates. The error was corrected retrospectively 
and the impact of the corrections is as follows: 
 

 Accumulated surplus at December 31, 2012 increased by $30,333 
 

For the year ended December 31, 2013 
 

 Accumulated surplus – beginning of year increased by $30,333 

 Accumulated surplus – end of year increased by $30,333 
 
As at December 31, 2013 
 

 Tangible capital assets increased by $30,333 

 Accumulated surplus increased by $30,333 

 



Cowichan Bay Waterworks District
Consolidated Schedule of Tangible Capital Assets

For the year ended December 31, 2014

Schedule 1

Construction 

in progress Land

Assets under 

capital lease Main facilities

Furniture and 

fixtures

Distribution 

network Technology

2014 2013 

(restated - Note 

12)

Cost

Balance, beginning of year 113,752        81,156          3,415            846,619               5,856               2,794,245        10,992           3,856,035        3,737,501         

Add:

Additions during the year 202,894        -                -                230,232               -                   -                   -                 433,126           118,534            

Less:

Disposals during the year 225,603        -                -                -                       -                   -                   -                 225,603           -                   

Balance, end of year 91,043          81,156          3,415            1,076,851            5,856               2,794,245        10,992           4,063,558        3,856,035         

Accumulated amortization

Balance, beginning of year -                -                3,415            463,113               4,334               606,081           10,992           1,087,935        1,023,281         

Add:

Amortization -                -                -                26,690                 489                  39,097             -                 66,276             64,654              

Less:

Accumulated amortization

on disposals -                -                -                -                       -                   -                   -                 -                   -                   

Balance, end of year -                -                3,415            489,803               4,823               645,178           10,992           1,154,211        1,087,935         

Net book value of tangible

capital assets 91,043          81,156          -                587,048               1,033               2,149,067        -                 2,909,347        2,768,100         
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Cowichan Bay Waterworks District
Consolidated Schedule of Reserve Funds

For the year ended December 31, 2014

Schedule 2

Restricted 

CEC Reserve

Restricted 

Renewal 

Reserve 2014 2013

Balance, beginning of year 347,150         622,810         969,960           1,041,516         

Transfer in -                 -                 -                   32,248              

Capital levy charges 14,800           -                 14,800             4,000                

Interest income 2,179             3,433             5,612               5,948                

Transfer out (118,522)        (89,371)          (207,893)          (113,752)           

Balance, end of year 245,607         536,872         782,479           969,960            

Totals
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Cowichan Bay Waterworks District
Consolidated Schedule of Operating and Administration Expenses

For the year ended December 31, 2014

Schedule 3

Budget 2014 2013

(Note 10)

Operating expenses

Amortization 64,500             66,276             64,654             

Chlorination costs 4,000               3,863               3,229               

Contractor costs 38,000             46,940             39,329             

Engineering services 15,000             9,128               5,825               

Labratory and testing services 4,000               4,280               4,014               

Materials, rentals and subcontracts 23,600             29,511             22,980             

Power charges 25,000             26,172             19,116             

Repair and installation labour 22,400             24,772             24,191             

Repairs and maintenance 7,000               1,562               1,685               

Telephone monitoring and communication 3,050               2,621               2,914               

Vehicle allowance 2,200               3,588               3,404               

Total operating expenses 208,750           218,713           191,341           

Administration expenses

Audit and legal fees 13,000             8,996               8,072               

Computer services 3,500               2,829               2,176               

Insurance 16,000             13,472             13,878             

Memberships, conventions and seminars 4,840               3,597               4,421               

Miscellaneous 900                  1,104               1,499               

Postage and office supplies 10,690             9,452               8,669               

Repairs and maintenance 2,500               1,317               4,431               

Salaries, contracts and payroll costs 78,000             77,617             76,673             

Trustees' remuneration 5,160               3,820               3,870               

Utilities and telephone 3,920               3,012               3,203               

Vehicle allowance 1,260               1,024               1,260               

Total administration expenses 139,770           126,240           128,152           
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