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Indep ¢ nt Auditor’s Report

To the Board of Directors of Sault Ste. Marie Region Conservation Authority

Opinion

We have audited the financial statements of Sault Ste. Marie Region Conservation Authority (the
Entity), which comprise the statement of financial position as at December 31, 2018, and the
statements of operations and accumulated surplus, change in net financial assets and cash flows
for the year then ended and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at December 31, 2018, and its results of its operations, change
in net financial assets and cash flows for the year then ended in accordance with Canadian public
sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards, Qur
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Entity in
accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion, Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with Canadian generally accepted
auditing standards will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
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As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We

also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

%{)@ MUF

Chartered Professional Accountants, Licensed Public Accountants

Sault Ste. Marie, Ontario
March 19, 2019









Sault Ste. Marie ..egion Conservation Authority
Statement of Changes in Net Financial Assets

Annual deficit
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The accompanying notes are an integral part of these financial statements.
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Sault Ste. Marie Region Conservation Authority
Notes to Financial Statements
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1. Significant accounting policies

a)

b)

c)

d)

e)

9)

Nature of operations

The Conservation Authority was established in 1963 by an Order in Council and operates
under the Conservation Authorities Act of Ontario. Pursuant to the Conservation Authorities
Act, the objectives of an authority are to establish and undertake, in the area over which it
has jurisdiction, a program designed to further the conservation, restoration, development
and management of natural resources other than gas, oil, coal and minerals. The Sauit Ste.
Marie Region Conservation Authority in particular was established to address flooding
concerns within the watershed.

Basis of accounting

These financial statements have been prepared in accordance with Canadian public sector
accounting standards, as recommended by the Public Sector Accounting Board.

Tangible capital assets

Tangible « ital 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, if any, of tangible capital assets is amortized on a straight-line basis,
over the expected useful life of the asset, as follows:

Buildings 50 years
Flood control infrastructure 50 years
Vehicles and equipment 5 years
Computer equipment 5 years

Revenue recognition

Revenue is recognized in the period in which the transactions or events occurred that gave
rise to the revenue. All revenue is recorded on an accrual basis.

Government transfers are recognized as revenues when the trans  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.

Contributions, other than government transfers, are deferred when restrictions are placed
on their use by the external contributor, and are recognized as revenue when used for the
specific purpose.

Financial instruments

Financial instruments are recorded at fair value when acquired or issued. In subsequent
periods, they are reported at cost or amortized cost less impairment, if applicable.
Financial assets are tested for impairment when changes in circumstances indicate the
asset could be impaired.

Employee future benefits

The Authority provides pension benefits to specified employees through the Ontario
Municipal Employees Retirement Fund (OMERS), a multi-employer plan. The Authority's
contributions due during the period are expensed as incurred.

Use of estimates

The preparation of financial statements in accordance with Canadian public sector
accounting standards requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from management's best estimates as additional information becomes
available in the future,






Sault ote. Marie Region Conservation Authority
Notes to Financial Statements
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Contingent liabilities

The Authority is involved with two legal claims and management has indicated that these
claims have been referred to the Authority's insurer. Due to these claims, the Authority is
subject to ongoing litigation, the outcomes of which can not be reasonably determined. Any
loss as a result of this litigation will be recorded in the period that the loss is probable and
measurable.

Pension agreements

The Authority makes contributions to the Ontario Municipal Employees Retirement Fund
(ON._}S), which is a multi-employer plan, on behalf of all permanent, full-time members of its
staff. This plan is a defined benefit plan that specifies the amount of the retirement benefit to
be received by the employees based on length of service and rates of pay. Employees and
employers contribute jointly to the plan.

Because OMERS is a multi-employer pension plan, the Authority does not recognize any share
of the pension plan deficit, as this is a joint responsibility of all Ontario municipal organizations
and their employees. Employer's contributions for current and past servic  are included as an

‘pense on the statement of operations. The amount contributed to OMERS for 2018 was
$44,166 (2017 - $36,435).

Budget

The Authority's budget was not prepared on a basis consistent with that used to report actual
results (Public Sector Accounting Standards). The budget was prepared on a medified accrual
basis while Public Sector Accounting Standards now require a full accrual basis. The budget
figures may anticipate use of reserves and/or surpiuses accumulated in previous years to
reduce current year expenditures. In addition, the budget expenses tangible capital
expenditures rather than including amortization expense, and expenses principal payments of
long term debt. As a result, the budget figures presented.in the statements of operations and
change in net financial assets represent the Financial Plan adopted by the Authority with
adjustments as follows:

Budget deficit for the year $ -
Add:

Principal portion of loan payment 12,171
Less:

Amortization 1227 4443
Budget deficit per statement of operations e /274 .07M
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Sault Ste. Marie Region Cor._ 2rvation Authority
Notes to Financial Statements
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10. Segmented disclosure

The Authority provides a range of services to residents in its region. For management
reporting purposes, operations and activities are organized by Fund. Funds were created for
the purpose of recording specific activities to attain certain objectives in accordance with
special regulations, restrictions or limitations.

Services are provided by departments and their activities are reported in these funds. Certain
departments that have been separately disclosed in the segmented information, along with the
services they provide, are as follows:

General

This department oversees the delivery of all government services. The department is
sponsible for ensuring that there are adequate policies and procedures in place to safeguard
assets and to properly report financial activities.

Drinking Water Source Protection

The Ontario Ministry of tt  Environment, in partnership with the Ministry of Natural Resources
and Conservation Ontario have developed legislation and regulations to implement Source
Water Protection Plans to ensure clean drinking water for all Ontarians. Conservation
authorities, with funding from the province, are coordinating scientific research, facilitating data
gathering and analysis, developing computer models, bringing local residents and
stakeholders together as well as providing opportunities for public involvement and comment
on a local watershed basis.

For each reported segn t, revenue and expenses include amounts that are directly
attributable to the segment and amounts that are allocated on a reasonable basis. The
Authority allocates certain wages and benefits to General operations and the Drinking Water
Source Protection program based on the hours worked for each program. Occupancy costs
and administrative expen: ; are allocated based on the floor area occupied and estimated
resources used by each program.

The accounting policies used in these segments are consistent with those followed in the

preparation of the consolidated financial statements as disclosed in the summary of significant
accounting policies. For additiona! information see Schedule 2 - Segment Disclosure.
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Sault Ste. Marie Region Conservation Authority
Notes to Financial Statements

Financial Instrument risk

The Authority's management monitors, evaluates and manages the principal risks assumed
with financial instruments on a daily basis. The risks that arise from transacting financial
instruments include liquidity risk, interest rate risk and credit risk.

Liquidity risk
Liquidity risk arises from the Authority's management of accounts payable and other current

liabilities. it is the risk that the organization will encounter difficulty in meeting its financial
obligations as they fall due.

Interest rate risk
Interest rate risk arises from the Authority's demand loan. It is the risk that the fair value or
future cash flows of a financial instrument will fluctuate because of changes in market interest

rates. The Authority's demand loan has a variable interest rate. Changes in the bank's prime
lending rate can cause fluctuations in interest payments and cash flows.

Credit risk

Credit risk arises from the Authority's accounts receivable. It is the risk that a third party will
fail to discharge its obligation to the organization thereby reducing the expected cash inflow.
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