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. . .,;,.,r~i.:!i~i::n IX imcii.;::i!?g rinanrial sixtemm!:; and ensuring adequate internal controls and sound 
husncss praciics is i h e  ucsponsiiility of Council t'nsough management and is a part of management's 
overall responsibility ibi. thc ongoing activities oi' the municipality. Policies and procedures developed by 
the municipai ity to safeguard its assets and to provide reasonable assurance that errors and irregularities or 
illegal acts 22,rc. p!wmp:i?; ickntiiied. must be propcriy monitored to ensure that all staff are complying with 
lj-!e giiidejiri::?, pi-:,vi&d, 

7 ,. 1 n:: 6njezijvc of ar audi; i!; to cibiaiii reasonable asstirancc whether the financial statements are fiee of any 
maierial misstatement. Auditors must be compietely independent and objective in the application of their 
ks~lrlg. 

We received full support from management and staff throughout our worlc and the scope of our audit was 
*-*. ..i.i ..,~ ju.,L,,,L,.6 <.,* ;,.+d :- ,,,..-, ~ ,v , , , .  T,,,., 9.. , ",.A. -,,,I: opiabn .which is hound into the published financial statements, is 
wiiiioiir reses'i~(itiori indicming iha! our aucii: tests and procedures yielded reliable results. 

Should you have any qnestions or concerns in regard to any of the items mentioned in this report, please 
do no! hesitale to cunmci us at any time. 

Yours tsuiy. 

BDO DUNWOODY LLP 

Per: 
Bill Cox. CA 
On behalf oEDlli Cox, Iuc. 
Corporale Parmcr of BDO Dunwocdy LLP 
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The audit followed a "risk-based" approach. This approach focuses on obtaining sufficient appropriate audit 
evidence to reduce the risk of material misstatement in the financial statements to an appropriately low level. 
This means that we focus our andit effort in areas that we believe have a higher risk of being materially 
misstated and do less audit work in areas that are only low risk. The audit risk model in generally accepted 
auditing standards has changed resulting in an increase in level of audit work. 

To assess risk accnrately, we need to have a clear understanding of' the District's operations and the 
environment it operates in. Much of our understanding is obtained through discussions with management and 
staff. We would also appreciate any new information that you could provide to us about your operations, 
internal controls or anything else that you feel is inlporlant to the audit as it may corroborate what we have 
already learned ham management and other sources, or it inay he useful for future audit planning. We would 
also appreciate any insights that you could provide to us on wihat you perceive to be high risk.to the District as 
that will make future audits more effective and efficient, which will benefit all concerned. 

The following sections provide more detail on our audit approach for the year just audited. 

Audit Scope 

The scope of out audit of the consolidated financial statements of The District of Mission for the year ended 
December 31,2008 included the following: 

e An audit opinion on the consolidated financial statements of the District of Mission 

An audit opinion on the financial statements of the District of Mission Development 
Corporation 

Management letter report in regard to audit reconunendations of sigilificance (an appendix to 
illis package) 

* Co~porate income tax returns (first year of this requirement - will be no income tax liability) 

Requests by Council 

in the course of your dut~cs as Council members, you may be aware of add~tlonal areas of concern from an 
audit perspective that you would hke us lo address. We want you to know that we welcome d~scussion on 
any areas of andit concern that you may have. 

OveralE Audit Strategy 

General audit strategies include a "combined" audit approach or a "substantive" audit approach. In a 
combined audit approach, we would obtain our assurance fsom a combination of tests of controls (compliance 
procedures) and substantive procedures (such as analysis of data and obtaining direct evidence as to the 
validity of the items). The substantive approach virtually ignores controls and focuses aimost exclusively on 
tests of accounting outputs. 

As a result of changes to our professional audit requirements in recent years, auditors must lxave a good 
understanding of the control systems. Having said that, the level of understanding required for audit purposes 
is not sufficient for us to provide opinion on the overall effectiveness of the internal control environment. 

So our aud~t process tnvoived a fair degree of systems work coupled wnh veriiicatlon of key balances by 
substantive means. 
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There are a number of matters that arose during the audit that we would like to bring to your attention, 
although nothing that negatively impacted the audit. Each of these matters is summarized briefly below. We 
would be pleased to discuss any of these items in more detail at our tipcoming meeting. 

Fraz6dulenf and IEIegaI Activities 

Our audit procedures were performed for the purpose of .foming an opinion on the financial statements 
and although they might bring possible fraudulent or illegal activities to our attention, our audit 
procedures were not designed to detect fraudulent or illegal activities. 

In any event, we did not detect any fraudulent or illegal activities, or material misstatements resulting 
from fraudulent or illegal activities during our audit. 

Disagreeme~.rrf~ with Marragcment 

There were no significant d~sagreements wlth management. 

Litigation Pvoc6edings 

We have comnmnicated directly with the District's various legal counsels, who have indicated that <here 
are possible material claim outstanding against the District described the Cedar Connector Expropriation 
Claims - the ainount of which will likely be $1 million. This has already been identified in our audit in the 
previous year. 

The best estimate of the claim amount (i.e. $1 million) has been paid to the lawyers reserve and had been 
previously expensed in the District's accounts. 
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Materiality 

Materiality in an audit is used as a guide for plam~ing the nature and extent of audit procedures and for 
assessing the sufficiency of audit evidence gathered. It is also used in evaluating the misstatements found and 
determining the appropriate audit opinion to express. 

Since the determination of materiality is a matter of professional judgment, it is primarily depeudent on our 
evaluation of the relative importance of accuracy in the financial statements to the various users of those 
statements. We have identified taxpayers, Council, the Ministry, various government agencies and 
(indirectly) the Municipal Finance Authority as the most impoirant users of the District's financial statements. 
We describe the MFA as having an "indirect" interest because while they do not generally review the 
financial statements of each municipality in detail, the combined financial status of British Coiuinbia 
municipalities is of importance to them and they would be particularly concerned with any qualified or deuied 
audit opinions should they occur. 

Canadian generally accepted auditing standards require the use of both quantitative and qualitative factors in 
determining materiality. For the audit of The District of Mission for the year ended December 31, 2008, we 
have concluded that a materiality level of $910,000, based on 2% of expendirures, is appropriate for ihe 
purposes of the audit. 

Our Schcdule of Possible Aggregate Misstatements is used to track audit differences to ensure that they do 
not total greater than materiality. Our actual differences noted were nominal. This is further discussed in a 
separate section in this report. 

Auditors' Report 

Our audit testing has shown that any differences from our audit work are not material. Accordingly we have 
issued an unqualified opinion, the highest Form of ass~~rance that we can provide. Our audit report uses 
standud wording as required by our professional regulations and is bound in with the financial statements. 

Management Letter 

Our audit provides insight into mwy of the District's financial operations and control systems. Points that 
come to our attention along with recommendations for improvement are reported to you in this format. This 
letter is included as an appendix to this reporting package. 
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Canadian generally accepted auditing standards (GAAS) require us to communicate to Council, at least 
annually, all relationships between BDO Dunwoody LLP (and its related entities) and the Distsict of Mission 
(aid its related entities), that, in our professional judgment, may reasonably be thought to bear on our 
independence for the audit of tihe Diskict. 

In detennining which relationships to report, we have considered the applicable legislation and relevant rules 
of professional conduct and reiated interpretations prescribed by the appropriate provincial institute covering 
such matters as the following: 

holding of a financial interest, either directly or indirectly in a client; - holding a position, either directly or indirectly, that gives the right or responsibiiity to exert 
significant influence over the financial or accounting poiicies of a client; 

e personal or business relationships of immediate family, close relatives, partners or retired partness, 
either directly or indirectly, with a client; 

economic dependence on a client; and 

provision of services in addition to the external aud~t engagement. 

We are not aware of any relat~onsh~ps between the D~stnct and us that, 111 our proI'ess1ona1 judgment, map 
reabonably be thought to bear on our independence to date 

GAAS requires that we confilm ous independence to Council. Accordingly, we hereby confinn that we are 
independent wit11 respect to Tine Dis tk t  of Mission within llie meaning of the Rules of Professioilal Conduct 
of the institute of Chartered Accountants of BC as of April 16,2009. 
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le Aggregate 

During ihe audit we keep a list of differences between the financial statements and our audit findings 
from third parties or other sources. This list, known as "Possible Aggregate Misstatements", is totaled to 
ensure that the differences are not material. Should the list tola1 become close to materiality, it is 
necessary to do further audit work on the differences to determine if there really is an error in the 
financial statements. The existence of items on our Possible Aggregate Misstatements listing is normal 
and does not necessarily mean that the iinanciai slatenlents contain errors. 

Po.wible Aggregate Misstatements 

There were no uncorrected misstatements during the 2008 audit. 

After considering both quantitative and qualitatwe factors w t h  respect to the Possible Aggregate 
mmtatements above, we agree with management that the financ~al statements are fairly stated 
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BDO Dunwoody LLP 
Chartered Accountants 

600 - 925 West Georgia Street 
Vancouver, BC 
Canada, V6C 3L2 
Telephone: (604) 688-5421 
Teiefax: (604) 688-5132 
E-mail: vancouver@hdo.ca 

April 16, 2009 

Mr. Ken Bjorgaard, CGA, MBA, Director of Finance 
The District of Mission 
8645 Stave Lake Street 
Box 20 
Mission, RC 
v2v 4L9 

Dear Mr. Bjorgaard: 

I&: Auditor's Management Letter 

While performing our audit work in regard to the annual finaixial statements we remain alert to items that 
come to our atteution where we feel that our convnent on such items would be beneficial. Items raised 
usually relate to a best-practice that should be considered, a suggestion for enhancing internal control, or a 
comment on specific business activities. We use the "management letter" to report significant items that have 
been identified. items of lower significance are discussed directly with your staff. 

We issue a management letter subsequent to virtually every audit. It is important to note tkat the existence of 
items to bring to your attention is a uormal by-product of an audit. The existewe of points does not mean that 
tbere are critical problems to be addressed - in fact, if there were critical matters we would not wait to advise 
you of these. Conversely, the absence of points in a particular year does not mean that your systems and 
controls are perfect. Our audit plan changes from year to year and items tbat come to our atteution will vary. 
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Status of Prior Year Recommendation 

There were a few carry-forward points from the pnor year'? management letter. We track these pomts to 
ensure that recommendatxons are followed up aud mplemented (or altematlvely found to be linpract~cal) 

1.  Terminated Staff user accounts are not deactivated in a timely manner 

1. Security of Cash Receipts 

It had been noted in prior year that cashier 
cash register keys were normally left in the 

register were not 
left post' We had 

recommended that cashier's registers should 
be locked and the taken with the 
when leave their post to mitigate 
risk of unauthorized access. 

During the audit it was noted that when District staff are terminated, the IT department is not notified 
in a timely manner so that they can deactivate the staff accounts. 

We are to note that the District had 
purchased new cash register drawers. Management 
has indicated that keys are removed from the cash 
register drawers and only used in the moniing 
during opelling and at the elld of the day for 
,-losing, During the day the keys are kept secure 
and separate from the cash register drawer, 

The potential issue is that there could be staff accounts within their Active Directory which are 
indicated to be active even though the staff member has aiready left employment from the District. 
T  his rtises the issue that terminated staff can log back onto the District's network. 

We recommend that formal procedures are implemented where HR notdies IT through a written 
termmatloll request before the staffs ias! day so that IT can deactivate the staffs account on the last 
day of thelr worl<. 

District's Response: This i m  bee;! discussed with the Manager qftiuman Resources and the Manager 
of 1nfoi"mation Services and a procedure has been establislmi whereb~) Nilnzan Re.~ources will 
formally notrfi 1;zformation Sewices in a timely manner of all enzployees leaving the employnzenz ofthe 
District of Mission. CIpon rroti$catiorz, I~fbrnzation Services will disable uccount(i). 

2. User Privileges 

Access rights are being reviewed at certain rimes throughout the year hut there is 110 formal procedure 
in place to ensure access rights are checked periodically. The potential issue is that staff could have 
more privileges than they actually require which is problematic as staff could access to make changes 
or even delete records in the system database. 



We recommend that a formal pohcy be implemented where the IT departmen1 reviews user prlvilcges 
for systems and MAIS every 6 months. 

District's Response: Finance is more conversant than IT in terms ofMAIS access, therefore has 
hlrtoricalij> taken on the role of MAIS access administration. All M.4IS access is periodically 
reviewed when setting up new employees, changing passwords or perjb~mircg other administration. 
Tl~ere has not been a lot of employee movement to warrant a more formal approach for reviewing 
MAIS access. 

IT handles accessprivileges,for our other systems. Access rights are generally established hy group 
and when a person enters or transjiers front a group access rights change. Not a lot of employee 
movement has occurred at the higher- level access areas. We do not see the need for a more formal 
approach within MAIS or our other systems at this time. 

3. Generic IT user access 

Currently a generic username and password is used for printing cheques. Although the usemame and 
password are only known to three Filnance staff, there is the issue that cheques printed canuot be 
traced back to the individual person who printed the cheques. If unauthorized cheques are printed, 
the District would not be able to trace the occurrence to a particular staff memher and this reduces 
accountability. 

We recommend that individual usernames and passwords to be setup for each staff member that will 
be doing cash disbursements. Therefore, each user will have their own usemame a1-d password to 
print cheques. 

District's Response: The accour;ts payable"fina1 cheque register shows the individual person j. name 
who produced the cheques, as each pecson signs on to MAIS (fiom one terminal) with a distinct user 
name and password when producing accounts pavahle cheques. Uie individual who prints the 
cheques also signs of or1 a manual cheque voucher recoitciliation form immediatelj~ afier printing 
cheques. This .form, together with the final cheque register, are both signed flf by the Director (qf 
Finance or his designee. 

There is cu~rently a programming i.ssue related to the formatting of accounts payable cheques, 
therefore, the cheques are run on one ierminul that has one common user name and password; 
however, as noted above individual user names and passwor*ds are required to access MAIS to 
actually run accounts payable cheques. The Information Services department will be looking inio this 
formatting issue. 

In early 2004 GST legisladon was changed to allow muuicipalities to claim a 100% rebate. Because 
of this cl~ange many supplies made by municipalities became subject to GST, such as iicenses for real 
property. GST has not been coiiected on some licenses for real property from the time the legislarion 
was changed until 2008. 

During the audit in 2008. it was found there was approximately $3,505 in amounts owing to C M  for 
GST that should have been collected in previous years md in 2008. Although from a fiuancial 
statement audit standpoint the amount is not significant, under a CKA audit the District could be 
assessed interest for the period from when the tax should have been remitted up to the point in time it 
is included in a subsequent return. 
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We recommend that the District invoice these tenants for the uncollected GST as soon as possible, 
and include this tax in its GST return covering the period in which the tenant is invoiced. 

District's Response: GST is now being remitted on all applicable licenses and leases. The license and 
lease agreements that do not currently provide for CST payable will need to he up dated upon 
renewal We will not be takingfurther steps in terms of the historic GST due, as we were t ~ o f  awuve of 
the charge in the legislatiox 

5. Segregation of duties in Utilities 

Currently the Accounting Clerk responsible for meter utilities is entering the rriiiity rates into ihe 
system, inputting the metered infosmation as well as reviewing the infosmation. This results in a lack 
of segregation of duties as the individual who is entering this information is also reviewing their own 
work. This could result in potential misstatements if errors are not caught through this self-review. 

We recommend that tile duties of entering tile rates and usage infomlation, and having a detail review 
of the rates be performed by different accounting stafl" to ensure that there is appropriate segregation 
of duties. 

District's Response: We have now implemented a change whereby the rates are entered by a 
separate personfrom the person entering the usage and reviewing rhe charges. Also, every time the 
rates are changed a secondperson will perform a review ofthe new rates and chargrs 

6. Greenhouse Gas and Carbon tax initiatives 

B.C.'s carbon tax took effect on July 1, 2008. In September the provincial government made the 
surprise announcement of the Climate Action Revenue incentive Program. This program provides 
that municipalities can receive a rebate of the carbon ?tax they pay. To be eligible, communili, must 
sign on to tile Climate Action Charter and conunit to becoming carbon neutral by 2012. 

Initial estimates made by several municipalities indicate that the carbon tax rebate (actually it will be 
paid as a conditional grant) will not be substantial in the early years of the program. However, the 
carbon tax, which starts at a rate based on $10 per tonne of carbon emissions, will rise $5 each year to 
$30 per tonne by 2012. The tax worits out to an extra 2.4 cents a litre on gasoline, rising to 7.24 cents 
per litre by 2012. Over time, the costs will be increasing and the rebate will become more attractive. 
Of course, from a non-financial sense, reducing carbon emissions is sinlply the right thing to do. 

An organizational carbon inventory is best done sooner rather than later. This carbon inventory 
establishes your baseline and allows you to see where your risks lie and where you can make the most 
improvements. Importantly, having that baseline done early establishes a high current level and will 
give you credit for aii f ~ ~ t u r e  reductions that you can make. it is anticipated that there could be new 
'grants or credits available to those organizations that can make the most improvement. There is also 
potential for selling credits back into the carbon credit pool depending upon the energy saving 
tecilnologies that you may inlplement. 

We recommend that you star! identifying areas where improvemel~ts can be made and discussing 
various options. There are several companies that can assist yon in this process including our 
Greenhouse Gas Advisory Service (GAS). Our GAS service can help by providing a second opinion 
on existing inventories along with strategies for becoming carbon neutral. 
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District's Kespunse: The District has receeived a grant to assist witla,funding our corporate inventoiy 
of greenhouse gas enzissions. The District will be seeking competitive market quotes to complete the 
inventory. The District is uiso aware ofthe fact that becoming carbon rteutral by 2012 may require 
the purchase of carbon offset credits in excess of carbon tax rebates. 

This communication is prepared solely for the information of nianagenlent a d  is not intended for any other 
purposes. We accept no responsibility to a third party who uses this communication. 

We would like to express our appreciation for the cooperation and assistance which we received during the 
course of our audit from Ken Bjorgaard, Kerri Onken, Kris Roiand and the entire Finance Department. 

We shall be pleased lo discuss wlth you further any matters ment~oned in tins report at your convenience 

Yonrs truly, 

BDO DUNWOODY L1.P 

Biil Cox, CA 
On behalf of Rill Cox, Inc. 
Corporate partner of BDO Dunwoody LLP 

c.c. Mayor and Council 
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- Letter sf 

April 9,2009 

BDO Dunwoody L.LP 
Chartered Accountants and Advisors 
600 - 925 West Georgla Street 
Vancouver, BC 
VGC 31,2 
Canada 

Dear SiriMadam: 

We are providing tiis letter in connection with your audit of the financial statements of The, District of 
Mission for the year ended December 3 1,2008, for the purpose of expressing an opinion as to whether the 
financial statements present fairly, in all material respects, the financial position, results of operations and 
cash flows of The District of Mission in accordance with Canadian generally accepted accounting principles. 

We are responsible for the fair presentation of the financial statements of the municipality prepared in 
accordance with Canadian generally accepted accounting principles established by the Public Sector 
Accounting Board of the Canadian institute of Chartered Accountants. 

We are also responsible for the implementation and operation of internal. controls that are designed to prevent, 
detect and correct fraud and error. 

We understand that your examination was made in accordance with Canadian generally accepted auditing 
standards and accordingly included such tests of the accoulting records and such other auditing procedures as 
you considered necessary in the circumstances for the purpose of expressing an opinior on the financial 
statements. We also understand that such an examination is not designed to identify, nor can it necessarily be 
expected to disclose all fraud, shonages, errors and other iregaiarities, should time be any. 

Certain representations in this letter are described as being limited to matters that are material. An item is 
considered material, regardless of its monetary value, if it is probable that its omission from or misstatement 
in the financial statements would influence the decision of a reasonable person relying on the financial 
statenlents. 

We hereby confirm to the best of our !mowledge and belief, as at April 9, 2009, the foliowing representations 
made to you during your audit: 

Financia5 Statements and Disclosure 

1. The financial statements referred to above present fairly, in all material respects, the financial position of 
the nlunicipality as at December 31,2008 and the results of its operations and cash flows for the year 
then ended in accordance with Canadian generaiiy accepted accounting ptinciples. 



District of Mission - ZOOS Auriit Results and Commurzicatiorr 
Page 13 

2. The financial statements of the municipality: 

(a) appropriately measure and dlsclose all related parly transactions 

(b) use appropriate accoimting policies that have been properly disclosed and colis~sleiitly applied 

Completeness of Information 

3. We have made available to you all: 

- financial records and related data; 

minutes of the meetings of Council 

4 The mliiute books of the munic~pallty are a complete record of all meetmgs and resoiutions of Council 
throughout the year and to the present date. 

5.  There are no material transact~ons that have not been properly recorded in the accounting records 
underlying the financ~al statements. 

6 .  We have disclosed to you all sgg~if ica~t  matters contained m the minutes of all meetings and resoiutions 
oSCouiici1 throughout the year and to the present date 

7 .  We have identified lo you: 

- guarantees; 

- indemnifications against damages, liabilities, costs, charges or expenses suffered or incuned by officers 
or directors as a result of their service, andlor by any subsidiaries; and 

- non-monetary transactions and transactions for no consideration 

8. We have advised you of all related partles and related party tralisactions orwhich we are aware 

Fraud and Error 

9. We have assessed the risk that the financial statements may be materially misstated as a result of fraud, 
and have determined such risk lo be low. 

10. We are not aware of any fraud, suspected fraud, illegal acts or possibly illegal acts affecting the entity 
involving management, employees who have significant roles in internal control, or others, where these 
matters could have a jion-trivial effect on tine financial statements. 111 addition. we have no knowledge of 
any allegations of fraud or suspected fraud affecting the entity's fillailcia1 statements comniunicated by 
employees, former employees, analysts, regulators or others. 

11. We believe that the effects of unadjusted differences discovered by the auditors during the audit 

are imlna~erial, both individually and in the aggregate, to the financial statements raben as a whole. 

A suminary of such items has been attached to t h ~ s  letler. 
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Existence, Completeness and Vaiuation of Specific Financial Statement Balances 

12. All assets, wl~erever located, to which the inunicipalitp had satisfactory title at the year end, have been 
fairly stated and recorded in the financial statements. There are no liens or encumbrances on the 
inunicipality's assets. 

13. Where the value of any asset has been impaired, an appropriate provision has been made in the financial 
statements or has otl~envise been disclosed to you. 

14. Taxes and accounts receivable represent bonafide claims for taxation, sales or other charges arising on or 
before the year end. They do not include any amounts for goods shipped on consignmeut or approval. 

The total of taxes and accounts receivable written off during the year is hereby approved and, in our 
opinion, the allowance for doubtful accounts is adequate to cover ail known or anticipated losses from 
uncullectible accounts and those accounts not paid within normal credit terms. 

1 5  Notes and loans receivable represent bona fide claims arlsing on or before the year end 

16. The municipality has complied with ail provisions in its agreements related to deb: and there were no 
defaults in principal or interest, or in the covenants and conditions contained in such agreenlents. 

17. The employee future benefit costs, assets and obligation have been determined, acconnted ibr and 
disclosed in accordance with Canadian generally accepted accounting principles. The source data and 
plan provisions provided are complete and accurate. The plans included in the valuation are complete. 
The determination of the discount rate and the use of svecific actuarial assumntions are our best estimate 
assumptions. We feel that the extrapolahons are accurate and have properly reflected the effects of 
changes and events occurring subsequent to the most recent valuation that had a matcrial effect on the 
extrapolation 

General Representations 

18. The nature of all material uncertainties have been appropriately measured and disclosed in the financial 
statements, including all estimates where it is reasonaldy possible that the estimate will change in the 
near term and the effect of tile change could be material to the financial statements. 

19. There were no direct or contingent liabilities (inciuding those associated with guarantees or 
indemnifications provisions), unusual contractual obligations nor any substaitial co~mnitments, whether 
oral or written, other than in the ordinaly course of business, which would materially affect the financial 
statements or financial position of the municipality, except as disclosed in the financial statements. 

20. We have informed you of all outstanding and possible ciaims, whether or not they have bee11 discussed 
with legal counsel. These claims, once material individually or in the aggegate, have been appropriately 
disclosed in the financial statements. 

21. We have disclosed to you all sibmificant customers, ratepayers, and/or suppliers of the municipality who 
individually represent a significant volume of business with the inunicipality. We are of the opinion that 
the volun~e of business (sales, services, purchases, borrowing and lending) done by the municipality with 
any one party is not of sufficient magnitude that discontinuance would have a material negative effect on 
the ongoing operations of the municipality. 

22. There have been no plans or intentions that may materially affect the carrying value or classification of 
assets and liabilities. 

23. No events or transactions other than those disclosed in the financlai statements have occurred subsequent 
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to the balance sheet date that would requlre adjustment to, or disclosure In, the financial statements 

24. KO significant matters, other than those disclosed in the financial statements, have arisen that would 
require a restatement of the comparative financial statements. 

25. We have made the following additional significant representations to you during the course of your audit 
wliicli we understand that you have relied upon: 

- the amounts used as post closure costs for the landfill llab~l~ty are the mun~cipahty's best estimate of 
these costs. 

Yours truly, 

Signature Position 

Signature Positmn 
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Appendix C - Audit Planning Letter (for reference) 

Members of Council 
District of Mission 
8645 Stave Lake Sheet 
Box 20 
Mission, BC 
v2v 4L9 

Dear Members of Council: 

Re: Audit of the Financiak Statements of District of Mission 
For the year ended December 31,2008 

This report is being sent to you to facilitate discussion about the external audit process for the 2008 fiscal year 
and to providc background information in regard to our audit strategy. We look fornard to discussing any 
concerns that the Council may have to ensure that we understand what is in~portant to you. 

This report is prepared for the purpose noted above and should not be distributed without our prior consent. 
We accept no responsibility to a third party who uses this communication. 

In this section, we generally discuss major changes that may affect an entity's accounting. We are not aware 
of any major changes in District of Mission's operations that will affect accounting choices being made. The 
Coun~cil may be aware of any such changes or areas of concern and we welcome any related discussion as it 
will aid us in the planning process. 

Tangible Capitol Assets 

In terms of reporting, the new standards for tangible capital assets start to have an impact for the District of 
Mission in the year ended December 31, 2008. At this point, only relatively minor disclostrres are required, 
but over the period to 2009 the changes will begin to create significant impact. 

Your staff are well on the way towards dealing with this significant undertaking. it wouid be useful for 
Council to be regularly advised how the project is progressing and wi~ether any difficulties are foreseen. 

Segment reporting will need to be disclosed in the District's 2008 financial statements. The standard requires 
that revenues and expenses be allocated to the government's main areas of activities (for Local Government 
service lines are commonly used) and that the amounts presented show a total which reconciles with the 
amounts presented in the Statement of Financial Activities. Governments are e~~couraged, but not required. to 
also allocate assets and liabilities between segments. In addition, disclosure is required for the basis for 
identifying segments, the nature of the sebments and the activities they encompass and the method of 
significant allocations to segments. 
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Your staff is aware of this new disclosure requirement. We urili assist management as necessary towards 
compiying with the new standard. 

Audit Stratezy 

We will be performing the audit of the financial statements of the District of Mission for the year ended 
December 31, 2008. We have adopted an audit approach that allows us to issue an audit opinion on the 
financial statements of the District of Mission ill the most cost effective manner, while still obtaining the 
assurance necessary to support our audit opinion. 

The audit will follow a "risk-based" approach. This approach focuses on obtaining sufficient appropriate 
audit evidence to reduce the risk of material misstatement in the financial statements to an appropiiately low 
level. This means that we focus our audit effort in areas that we believe have a higher risk of being n~ateriaily 
misstated and do less audit work in areas that are only low risk. The audit risk model in generally accepted 
auditing standards is cbanging and generally results in an increase in the level of audit work. 

To assess risk accurately, we need to have a clear ui~derstanding of the District of Mission's operations and 
the environment it operates in. Much of our understanding is obtained through discussioils with management 
and staff. We would also appreciate any new information that you could provide to us about your operations, 
induslql, competitive marketplace, internal controls or anything else that you feel is important to the audit as 
it may corroborate what we have already learned froin management and other sources, or it may be new 
infonnation to us. We would also appreciate any insights that you could provide to u$ on what you perceive 
to be high risk to the District of Mission as that will make our audit more effective and efficient, which will 
benefit all concerned. 

The followng sectlons provide more detad on our aodlt approach for the Distmt of M~sslon for th, - current 
year. 

Audit Scope 

We antmpate the scope of our audit of thc financial statements of the D~stnct for the year ended December 
31, 2008 to snclude the follow~ng: 

e An audit opinion on the consolidated financia! statements of the District; 
An audit opinion on the financial statements of the District of Mission Development Corporation; 
and 

* Management letter report in regard to audit recommendations of significailce 

Requests by Mayor and Council 

In the course of your duties as members of Council, you may be aware of additional areas of concern from an 
audit perspective that you would like us to address. We want you to h o w  that we u&oine discussion on 
any areas of audit concern that you may have. 

Overall Audit Strategy 

General audit strategies include a "combined" audit approach or a "substantive" audit appzoach. In a 
combined audit approach, we would obtain our assurance from a combination of tests of controis (compliarice 
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procedures) aud substantive procedures (such as analysis of data aud obtaining direct evidence as to the 
validity of the items). The substantive approach virhlaliy ignores controls and focuses almost exclusively on 
tests of accounting outputs. 

As a result of changes to our professioual audit requirements in recent years,' auditors must have a good 
understanding of thc control systems. Having said that, the level of understanding required for audit pusposes 
is not sufficieut for us to provide opinion on the overall effectiveness of the intenlal control environment. 

Therefore our audit process will involve a fair degree of systems work coupled with verification of key 
balances by substautive means. 

Higher Risk Finamid Statement Areas 

Based on our knowledge. of the District's operations, past experience with similar organizations, and 
knowledge gained from management and you, we have identified the following financial statements areas as 
having a potentially higher risk of material misstatement. 

These risks arise mainly because of the complexity of the accounting rules, the extent of estimation and 
judgment involved in the valuation of these fi~~ancial statement areas, and !he existence of uew accounting 
pronouncements that affect them. We have also provided a brief sunmay  of how we plan to audit these 
higher risk areas: 

Higher Risk Financial Statement Areas 

e Provision for retirement 

Rev~ew the reasoi~ableuess of the Dlstnct's 
processes for gathering tang~bie cap~tal 
assets lnventoly and approaches to 
valuat~nl of the asse!s 

Proposed Audit Procedures 

* Audit of significant assumptions 
e Review of calculations 

* Tangible Capital Awets 

Higher Risk RinaneiaE Statement Areas 

Accounts payabie 

e Assessment of status to date aud of future 
plaus to comply with upcommg accountmg 
and d~sclosure requirements 

Cash and investments 7 

Proposed Audit Procedures 

Third party confirmation 

e Computer audit testing 
Cut-off testing 

* Confirmanon of cash and lnvestlncuts 
= Review of reconciliations 

Revtew of repons on retum and investmeul 
strategies 

e Testing of iuvestment transactioi?~ and 
investment rollovers 
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Staff Salaries Computer audmt testnlg 
= Analytrcal revlew of staff and salary levels . Systems testmg and tests of controls 

Materiality in an audit is used as a guide for planning t l~e nature and extent of audit procedures and for 
assessing the sufficiency of audit evidence gathered. It is also used in evaluating the misstatements found and 
dete~mining the appropriate audit opinion to express. 

Since the detemination of materiality is a matter of professional judgment, it is primarily dependent on our 
evaluation of the relative importance of accuracy in the financial statements to the various users of those 
statements. We have identified taxpayers, Council, the Min i sq  and (indirectly) the Municipal Finance 
Authority as the most important users of the District's financial statements. We describe the MFA as having 
an "indirect" interest because while they do not generally review the financial statements of each municipality 
in detail, the cornbined financial statns of British Coluinhia municipalities is of importance to them and they 
would be particuiarly concerned with any q~~alified or denied audit opinions should they occur. 

Canadian generally accepted auditing standards require the use of both quantitative and qualitative factors in 
dete~mining materiality. For the audit of the District of Mission for the year ended December 31, 2008, we 
have concluded that a planning materiality level of $800,000 based on approximately 2% of net conlhined 
expenditures, and adjasled by qualitative factors is appropriate for the purposes of the audit. 

Audit Team 

in order to ensnre effective communication between the Co~n~cil and BDD Dunwoodp LLP, we briefly outline 
below the key members of our audit team and the role they \ d l  play: . 13111 Cox, CA, Engagement Partner - overall engagement management 

Pahck Chan, CA, Aud~t Manager - fieldwork management 

Jesslca Jang, CA final~st - aud~t senlor 

Timing qftlre Audit 

We have tentatwely set the Collowmg schedule for the conduct of the aud~t: 

1nter:m aud~t fieldwork / December I5 - 19,2008 

e Year-end aud~t fieldwork / Apnl6-9,2008 

, = Revlew of draft finamal statements1 TBA 1 with Council 1 . Council post-complet~on meetn-ig 1 e TBA 

F~nal~zallon of financial statements 1 TBA 

At the completion of our audit, or earlier if considered necessary, we will colnmunicate to you matters a~ising 
from the financial statement audit. Our conununication will include the following: 
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e Matters required to be communicated to the Council under GAAS including possible fraudulent 
activities, possible illegal acts and significant weaknesses in internal control; 

* Matters that have a significant effect on the qualitative aspects of acconnting principles used in the 
District of Mission's financial reporting; 

* Matters previously agreed with you to be communicated to Councik 
e Whether there are any unresolved issues or disagreements with tnanagement concerning the District 

of Mission's intenla1 controls, accounting policies, or disclosures in the financial statements; 
Whether there were any material ciaims outstanding against the District of Mission in respect of 
which your lawyers have been retained on behalf of the District of Mission; 

* The extent and nature of small immaterial unadjusted differences encountered during the course of 
our audit; 
Significant management judgments and estimates made in the course of preparing the financial 
statements; and 

a Other matters arising from the audit that, in our professional judgment, are important and relevant to 
Council. 

At the completion of the audit we will also discuss matters that will be identified in our "management letter" 
with the final version issued after finalization of our auditol-s' report. 

Current Deveio~menis in the Profession 

A summary of significant changes to accounting and auditing standards are included as an appendix to this 
letter. 
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At the core of the provision of external audit services is the concept of independence. Canadian generally 
accepted auditing standards (GAAS) require us to communicate to Council, at least annually, all relationships 
between BDO Dunwoody LLP '11d its related entities) and District oF Mission (and its related entities), that, 
in our professional judgment, may reasonably he thought to bear on our independence for the forthcoming 
audit of the District of  mission. 

In deternlining which relationships to report, we have considered the applicable legislation and relevant rules 
of professional conduct and related interpretations prescribed by the appropriate provincial institute covering 
such matters as the following: . holding of a financial interest, either directly or indirectly in a client; 

holding a position, either directly or indirectly, that gives the right or responsibility to exeri 
significant influence over the financial or accounting policies of a client; 

* personal or business relationships of immediate family, close relatives, partners or retired partners, 
either directly or indirectly, with a client; 

economic dependence on a client; and 
provision of services in addition to the external audit engagement 

We have prepared the following comments to facilitate our discussion with you regarding independence 
malters. 

We are not aware of m y  relationships between the District of Mission and us that, in ow professionai 
judgment, may reasonably be thought to bear on our independence to date. 

GAAS requires that we confilm our independence to Council in the context of the Rules of Professional 
Conduct of the Institute of Chartered Accountants of British Columbia as our governing body. Accordingly, 
we hereby confirm that we are independent with respect to the District of Mission within the meaning of the 
Rules of Professional Conduct as of January 9, 2009. 

WesoorasibiIlties of Manaeement and of the Auditor 

It is important for Councll to understand the responslblhtles that rest with the D~lstrlct of Mlsslon and its 
management and those that beiong to the auditor: 

e Management is responsible for the preparation of the financial statements, which includes 
responsibilities related to internal control, such as designing andmaintaining accounting records, 
selecting and applying accounting policies, safeguarding assets and preventing and detecting error 
and fraud; 
The auditor's responsibility is to express an opinion on the fil~ancial statements based on an audit 
ihereoc 

* An audit is performed to obtain reasonable, but not absolute, assurance as to whether the financial 
statements are free of material nlisstatement and, owing to the inherent limitations of an audit, there is 
an unavoidabie risk that some misstatements of the financial statements will not be detected 
(particularly intentional misstatements concealed througl~ collusion), even thougb the audit is 
properly planned and performed; 
The audit includes: 

o assessing the risk that the financial statements may contain misstatements that, individually or 
in the aggregate, are material to the financial statements taken as a whole; 
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o examining, 011 a test basis, evidence supporting the amounts and disclosures in the financial 
statements; 

o assessing the accounting principles used and their application; and 
o assessing the significant estimates made by management; 

e A sufficient understanding of internal control will be obtained to plan the audit and, when coutrol risk 
is assessed below maximum, sufficient appropriate audit evidence will be obtained through tests of 
controls to support the assessment, but the scope of the auditor's review of internal controls will be 
insufficient to express an opinion as to the effectiveness or efficiency of the entity's controls; and 
The auditor will express an opinion as to whethcr the financial statements present fairly in all nmterial 
respects, in accordance with Canadian generally accepted accounting principles, the financial 
position, results of operations and cash flows of the entity. 

Conclusion 

We hope that this letter will provide you with an update on the current developn~ents within the accounting 
profession, as well as clarify our independence, responsibility and audit approach. 

We look forward to discussing these issues with you. Please do not hesitate to coutact us about any of the 
above items or other matters of concern to Couucil. 

Yours truly, 

BDO DUNWOODY L1.P 
Chartered Accountants 

Per: 
Bill Cox, CA 
On Behalf of Bill Cox fnc. 
Corporate Partner of BDO Dunwoody LIP  
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Appendix - Summary of New Accounting and Auditing Requirements 

Accourtting Standards 

The Canadian Institute of Chartered Accountants (CICA) has had a relatively quiet year in regard to the 
issuance of new standards in the Public Sector area. This is likely at least partially due to a realization of the 
magnitude of work required by local govelnnients as they prepare to inlplement the new Tangible Capital 
Assets accounting standards for the 2009 calendar year. 

Introduction to Public Sector Standards 

The only final change made to standards was a change to the Introduction to Public Sector Standards in the 
CICA Handbook that was revised to direct government business enterprises and govemment business-type 
organizations to follow the CICA Handbook in presentation of their own financial statements. 

Assessment of Tangible Capital Assets - Exposure Draft 

In July 2008 iinal comments were recewed for an exposure draft related to the Assessment of Tanglble 
Cap~tal Assets Statement of Recommended Practice. The mam features of th~s  Draft SORP are as follows~ 

A govemment can choose to report only on individual, speciiic categories or groups of tangible 
capital assets. 

Reporting on the physical conditiou of tangible capital assets is information that does not necessarily 
have to accompany the financial statements. It could be included in a staudaione report or in other 
public reporls such as a budget. 

Information should, at a minimum, include the overall average physical condition rating, average age 
and useful life and the nature and extent of tangible capital assets in each category. 

Narrative information would include discussion of 'ends in changes in the physicai condition and 
identify the basis of nleasurement and measurement scale used to assess and report on the physical 
condition of tangible capital assets. 

Tax Revenue - Exposure Draft 

In Januaty 2008 an exposure draft "Tax Revenue" was issued. The focus of this exposure draft was 
identif.li~.g the key 6istimtic::s between riax e ~ p ~ n d i t ~ r e s  an6 transfers. h e  to its nature -;; is applicable 
mostly to senior governments. 

Projects underway include: 

r Covemmeni Transfers 

Envrronmental Llablhtles 
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0 Ind~cators of Fmnanc~al Cond~t~on 

e F~nancial Instruments Update 

Government Transfers 

After several exposures and re-exposures of recommended change that met with dissatisfaction from users, 
the CICA has pulled back to carefully assess how to proceed in this contentious area. Nothing new is 
expected in the immediate fbture. 

Environmental Liabilities 

A task force has been established to conslder yhen and how env~ronmental costs should be capliallzed. Focus 
is on site remediat~oil and asset retrement obhgat~ons. 

Indicators of Financial Condition 

Project being developed to consider the most appropriate indicators for reporting on financial condition of a 
govemmenl. The project has determined that it should be working within a framework oi' sustainabiiity, 
flexibility and vulnerabiliry. Types of indicators will relate to government specific, government-related, and 
economy-wide. 

Financial Instruments Update 

A Statement of Recommended Practice in relation to accounting for financial instmments has been developed 
as we reported in our audit planning letter last year. The Statement is still not finalized but is expected to be 
shortly. An update to the Statement will require that investments be reported at fair value when there is an 
active market for such investments. This will have impact on volatility of govemment results. 

International Standards - Government Btlsiness Enterprises and Government Business-Type 
Organizations 

As had been previously discussed, government business enterprises and governn~cnt business-type 
organizations will be expected to move to International Financial Reporting Standards ("IRFS") effectix 
n u  1, 2 0 1  Tile change made in 2011 must be made on a comparative basis which means that 
infomation for 2010 must also be computed on an lFRS basis. 

in IlTdtIy areas the IFKS standards require change in accounting method andlor increase in level of disclosure 
from current Canadian standards. Planning ibr IERS conversion should be underway for any affected entities. 

International Standards - Government Financial Statements 

Financial statements of govemment themselves will not be moving to IFRS. 'Ihere are no lFlZS standards for 
govemment. However, there is an organization known as the International Public Sector Accounting 
Standards Board ("IPSASB") that has been developing international standards for government. 

It is probably fair to say that at this point the development of IPSASB is trailing that of our Canadian PSAB. 
At some point it can be expected that PSAB will harmonize with IPSASE or be replaced by IPSASB, but this 
is likely to be well past 201 1. 
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Auditing and Assurnace Standards 

The pace of auditing and assurance standards changes has slowed as the CICA looks to harnlonizing 
Canadian audit standards with International Standards Mote the harmonization of Canadian audit and 
assurance standards.with International Standards is a separate project from the adoption of IFRS accounting 
standards. The harmonized audit and assurance standards will apply to all audits whether or not the entity 
being audited is publicly accountable.) 

The only new section brought into force in the curcnt year has been HB Section 5925, "An audit of internal 
control over,/inancial reporting that is integrated with an audit ofinancia1 statements". 

This new Section establishes standards and provides guidance regarding the auditor's professional 
responsibilities when engaged to perfo~m an audit of internal control over financial reporting that is integrated 
with an audit of financial statements. In addition to the basic professional standards to be nxt in conducting 
such engagements, the Section provides requirements related to such matters as: 

e management's written assessment about the effectiveness of intemal control over financial reporting; 

integrating the audit of internal control over financial reporting with the audit of financial statements; 

* use of suitable criteria; 

planning and performing the audit, using a risk-based approach; 

e ~dentlfy~ng and selectmg controls to test, usmg a lop-down approach: 

testing controls selected; 

8 evaluating identified deficiencies; 

e forming an opinion; 

* communicating certain matters; and 

e reporting on internal coutrol over fii~ancial reporting 

The Section is effective for audits of intemal control over financial reporting that are integrated with audits of 
financial statements for periods beginning on or after January 1,2008. 

As mentioned the main focus of the CICA in the audit and assurance area has been the harnlonization with 
International Standards. This will be done through thc issuance of new sections h o w l  as "Canadian 
Auditing Stmdards" or "CAY. These new standards will be applicable for audits of financial statements for 
periods beginning on or after December 15, 2009. So for an entity with a calendar fiscal year end, the 
international auditing standards will come into force a full year before the international accounting standards. 

Canadian huditiny Standards that have been finalized include: 

e CAS 230, Audit Documentation; 
CAS 260, C:ommunications with Those Charged with Governance; 

* CAS 540, Auditing Accounting Estimates, Including Fair Value iiccounting Estimates, and Related 
Disclosures; 
CAS 560, Subsequent Events; 

0 CAS 580, Wsitteu Representations; and 
e CAS 600, The Audit of Group Financial Statements 

Brlef highlights of some of these standards include: 
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CAS 230 - a requirement that the final audlt file would normally he assembled no more than 60 days after the 
date of the aud~tors report. 

CAS 540 - a requlrernent to understand rlsk assessment processes and procedures (mcludmg evaluat~on of 
mtemai conirols) used by management to make accountlug estimates 

r Focus on estimates that have a high risk of material misstatement and those that have a high 
"estimation uncertainty". 

e Must look at the assun1plions used by management as well as the assumptions or outcomes rejected 
by management. 

e Dcvelop a range of outcomes Lo measure management's est~mate aga~nst if management has not 
adequately addressed the effects of estimation uncertainty. 

e If there is an estimate giving rise to a significant risk, must assess management's disclosure. 

CAS 560 - the date of the auditor's report is no earlier than ihe date on which the auditor has obtained 
sufficient appropriate audit evidence. Sufficient appropriate audit evidence includes evidence that the entity's 
complete set of financial statements have been prepared and those wit11 recognized authority have asserted 
that they have taken responsibility for them. The implication of this is that subsequent events work will have 
to increase since the audit repost dates will be later than they have been previously. 

CAS 580 - Distinguishes between "general written representations" and "specific written representations" 
and requires a disclaimer of opinion if a genera! written representation is not obtaiued and requires 
determination of the reieva~~t parties from whom written representations will be requested. 

Other standards that are in process include: 

CAS 700, 'The Independent Auditor's Report on Genera! Purpose Fulanc~al Statements; 

CAS 706, Emphas~s of Matter Paragraphs and Other Matterjs) Paragraphs m the Independent 
Audlior's Reporl; 

e CAS 800, Special Considerations - Audits of Special Purpose Financial Statements and Speciried 
Elements, Accounts or Items of a Financial Statement ; 

* CAS 805, Engagements to Report on Summary Financial Statements; 

s CAS 705, iviodifications to the Opinion in the Independent Auditor's Report; 

e ISAE 3402 - Assurance Reports on Conirois at a Third Party Service Organization; - CAS 210. Agseeing the 'Terms of Audit Engagements; 

B CAS 220 and CSQCI, Quality Control; 

m CAS 265, Conlmunicating Deficiencies in Internal Control; 

CAS 402, Audit Considerations Relating to an Entity Using 2 Third Pasty Service Organization; 

e CAS 505, Extenial Confismations; 
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CAS 501, Audit Evidence Regarding Specific Financial Statement Account Balances and 
Disclosures; 

r CAS 710, Comparative Information - Corresponding Figures and Comparative Financial 
Statements. 

6 CAS 620, Using the Work of an Auditor's Expert; 

CAS 530, Audit Sampling; and 

e CAS 520, Analytical Procedures. 


