
 Staff Report 
 
DATE: November 17, 2022 

FILE: H-FI 
TO:  Chair and Directors 
  Comox Strathcona Regional Hospital District Board 
 
FROM: Russell Dyson 
  Chief Administrative Officer  
 
RE:  Audit Service Plan for the Year Ending December 31, 2022 
__________________________________________________________________________ 
 
Purpose 
To present the 2022 audit service plan for the Comox Strathcona Regional Hospital District 
(CSRHD) to the Board as submitted by the audit firm MNP LLP. 
 
Recommendation from the Chief Administrative Officer: 
This report is provided for information. 
 
Executive Summary 

 The CSRHD Board exercises its independent authority relating to the external audit by 
meeting with the external auditors to receive and review the annual audit service plan. 

 MNP LLP has prepared the attached 2022 audit service plan (Appendix A) for the CVRD 
Board’s review, including the engagement letter (Appendix B). 

 The audit service plan covers the audit for the CSRHD from January 1, 2022 to December 
31, 2022 and identifies an overview of the audit approach, proposed engagement team, 
scope of the audit, fees and timeline for deliverables. 

 Additionally, the audit service plan identifies upcoming changes to accounting and assurance 
standards that may affect scope of the audit and the financial statements. For the 2022 audit, 
an amendment to the assurance standard CAS 315, Identifying and Assessing the Risks of 
Material Misstatement, will result in additional work for the audit team.  

 As part of the audit service plan, changes in reporting standards are addressed. New 
developments include PSAB Standard (PS) 1201 Financial Statement Presentation 
(amendments) and 3450 Financial Instruments (new and amendments). Changes arising 
from these standards will affect CSRHD financial statements beginning for the year ended 
December 31, 2023. 

 Financial Statements will be presented in April 2023 and MNP will present the audit findings 
report to the Board. 

 
Prepared by:  Concurrence: 
   
K. Powell  L. Wiwcharuk 
   
Katie Powell, CPA  Lucy Wiwcharuk, BMgmt., CPA, CMA 
Manager of Financial Operations  Chief Financial Officer 

 

Supported by Russell Dyson 
Chief Administrative Officer 

R. Dyson 
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Background / Current Situation 
Annually, the appointed audit firm prepares and submits an audit service plan to the Board, 
providing an overview of the audit approach, proposed engagement team, scope of the audit and 
timeline for the deliverables. The report also includes information regarding new reporting and 
assurance developments that may impact the scope of the audit or financial statement presentation. 

MNP has noted three new reporting developments. The first year PS 1201 Financial Statement 
Presentation (amendments) and 3450 Financial Instruments (new and amendments) will be 
applicable for the CSRHD will be for the year ended December 31, 2023. Meeting requirements of 
these two changes have minor implications to staff and the audit given that the CSRHD does not 
currently hold any investments. 

Policy Analysis 
Audit requirements of the Chartered Professional Accountants of Canada require the auditor to 
communicate with those, other than management, having oversight responsibility for the financial 
statements.   

The audit firm has recognized the Board’s authority by submitting the 2022 audit service plan and 
attending the Board meeting upon completion of the 2022 audit to present the final audit report. 

Options 
Not relevant  

Financial Factors 
The 2022 base audit fees of $5,000 (2021 - $4,500) noted in the audit service plan are as quoted in 
the proposal received from MNP LLP for their audit engagement term 2021-2025. 

Legal Factors 
Not relevant.  

Regional Growth Strategy Implications 
Not relevant.  

Intergovernmental Factors 
Not relevant. 

Interdepartmental Involvement 
Not relevant. 

Citizen/Public Relations 
Not relevant.  

Attachments:  Appendix A – Comox Strathcona Regional Hospital District, Audit Service Plan,    
 Year ending December 31, 2022 

Appendix B – Comox Strathcona Regional Hospital District, Engagement Letter,   
 Year ending December 31, 2022 
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Audit Service Plan Overview

We are pleased to present our Audit Service Plan for Comox-Strathcona Regional Hospital District (the “Hospital

District”) which outlines the strategy we will follow to provide the Hospital District’s Board of Directors with our

Independent Auditor’s Report on the December 31, 2022 financial statements. We are providing this Audit Service

Plan to the Board of Directors on a confidential basis. It is intended solely for the use of the Board of Directors and

is not intended for any other purpose. Accordingly, we disclaim any responsibility to any other party who may rely

on this report.

Additional material provided along with this plan includes our Engagement Letter. Our Engagement Letter is the

formal written agreement of the terms of our audit engagement as negotiated with management and outlines our

responsibilities under Canadian generally accepted auditing standards.

Topics for Discussion

We are committed to providing superior client service by maintaining effective two-way communication. Topics for

discussion include, but are not limited to:

 Changes to your business operations and

developments in the financial reporting and

regulatory environment

 Fraud, including how fraud could occur, the risk

of fraud and misstatement, and any actual,

suspected or alleged fraud

 Business plans and strategies  The management oversight process 

 Any other issues and/or concerns  Your specific needs and expectations

The MNP Audit Approach

Audit Materiality

The scope of our audit work is tailored to reflect the relative size of operations of the Hospital District and our

assessment of the potential for material misstatements in the Hospital District’s financial statements as a whole

(and, if applicable, for particular classes of transactions, account balances or disclosures). In determining the scope,

we emphasize relative audit risk and materiality, and consider a number of factors, including:

 The size, complexity, and growth of the Hospital District

 Changes within the organization, management or accounting systems

 Concerns expressed by management

We propose to use $500,000 as overall materiality for audit planning purposes.
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Auditor’s Approach to Internal Control

For the December 31, 2022 audit, we are planning to place low reliance on the Hospital District’s accounting

system. This level of reliance is consistent with the prior year end, and will involve mainly substantive tests of

details.

Key Changes and Developments

Based on our knowledge of the Hospital District and our discussions with management, we have noted the recent

developments set out below. Our audit strategy has been developed giving consideration to these factors.

ISSUES AND DEVELOPMENTS SUMMARY

NEW REPORTING DEVELOPMENTS  PS 1201 Financial Statement Presentation 
(Amendments)

 PS 3450 Financial Instruments (Amendment)

 PS 3450 Financial Instruments (New and 
Amendment)

NEW ASSURANCE DEVELOPMENTS  CAS 315 Identifying and Assessing the Risks of

Material Misstatement (Amendment)

Detailed information on Key Changes and Developments are included as Appendix A.
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CAS 315 Update

The Canadian Auditing Standards (CAS) has revised the auditing standard related to identifying and assessing

risks of material misstatements.

2. We will require assistance from management and the Hospital District's information technology department to

understand the Hospital District's use of IT. Based on this detailed understanding, our audit team will evaluate

the risks arising from IT and the design and implementation of the IT general controls. Implications may

include the involvement of an IT specialist and testing of the Hospital District's IT general controls and IT

application controls. In addition to the IT environment, our audit team will be assessing key controls and the

benefits of testing the operating effectiveness of these controls as it relates to the overall audit approach.

3. Even where we do not plan to rely on controls, additional requirements apply to understand components of

management's entity-level control environment including oversight, culture, assignment of responsibility and

how individuals are held accountable.

The new requirements noted above may result in the identification of deficiencies in the design and

implementation of certain controls. We will then engage with management through the subsequent period to

ensure our parallel assessment of efforts aimed at remediating control deficiencies.

Sample questions to consider asking management are:

1. Has the Hospital District evaluated controls over risk assessment, oversight, culture, assignment of

authority/responsibility?

2. Has the Hospital District extended the evaluation of controls to the Hospital District's information technology

system (e.g. changes to manage change or logical access IT general controls, implementation of new IT

applications) and were any weaknesses identified?

3. Were there any challenges in applying the new requirements?

The  revised  CAS  315  will  be  effective  for  our  audit  of  the  Hospital  District's  financial  statements  ending

December 31, 2022. 

Key changes include: 

 Re-analyse financial statement risks by component parts: complexity, subjectivity, etc.;

 In depth understanding of the Hospital District's use of information technology (IT);

 Additional requirements around management's control environment

What does this mean for our audit?

There will be an increase in upfront planning time required from both management and our audit team to meet 
the revised requirements. Specifically: 

1. Audit risk assessment currently considers fraud schemes and significant risks, and assertion-level evaluation of

financial statement risk. The addition of inherent risk factors (complexity, subjectivity, change, uncertainty or

susceptibility  to  misstatement  due  to  management  bias  or  other  fraud  factors)  is  more  granular  and  will

require both careful assessment at planning, and specific audit procedures in response.
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Further we encourage you to ask us questions to stay informed, here are a sample of questions to consider:

1. How has the revised CAS 315 influenced the risk assessment for the current year audit? Has the scope changed

from the prior year?

2. How has the assessed risks of material misstatement related to the Hospital District's information technology

systems affect the audit and how have you addressed those potential risks?

3. To what extent did you engage IT specialists to be involved in the audit of financial statements? If so, how

were the specialists used, and did the use of specialists change in the current year?

4. How has your risk assessment of the internal control policies and procedures impacted the audit strategy for

the current year?

5. Are there any areas where management could be of greater assistance to reduce the amount of time spent by

you?

6. Were there any challenges in applying the new requirements to the audit?

Audit Team

In order to ensure effective communication between the Board of Directors and MNP, we outline below the key

members of our audit team that will be responsible for the audit of Comox-Strathcona Regional Hospital District

and the role they will play:

RETURNING TEAM MEMBERS CONTACT INFORMATION

Cory Vanderhorst, CPA, CA, Engagement Partner E: Cory.Vanderhorst@mnp.ca

Kristy Rowbotham, CPA, Engagement Manager E: Kristy.Rowbotham@mnp.ca

Our partners and senior management are committed to providing you with the highest level of attention and

oversight throughout the terms of this engagement, reflecting MNP’s staffing model and client service

philosophy. Through consistent attention from leaders, our engagement team will maintain responsibility and

authority over all matters of the engagement and will drive service delivery and issue resolution. In addition,

the engagement team will be actively involved and have hands-on involvement with service delivery, ensuring

engagement objectives will be met.

In order to serve you better and meet our professional responsibilities, we may find it necessary to expand our

audit team to include other professionals whose consultation will assist us to evaluate and resolve complex,

difficult and/or contentious matters identified during the course of our audit. 

Any changes to the audit team will be discussed with you to ensure a seamless process and that all concerned

parties’ needs are met.
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Time of the Audit

KEY DELIVERABLE EXPECTED DATE

Year-end fieldwork procedures to February 2023 

Draft year-end financial statements to be discussed
with management

April 2023

Presentation of December 31, 2022 Audit Findings
Report to the Board of Directors

April 2023

Presentation of Management Letter to the Board of
Directors

April 2023

Issuance of Independent Auditor’s Report April 2023

Fees and Assumptions

DESCRIPTION 2022 ESTIMATE  2021 ACTUAL

Base audit fee $ 5,000 $ 4,500

If any significant issues arise during the course of our audit work which indicate a possibility of increased

procedures or a change in the audit timetable, these will be discussed with management by the engagement

partner, so a mutually agreeable solution can be reached.

Invoices will be rendered as work progresses in accordance with the following schedule:

DESCRIPTION AMOUNT

Progress billing #1 On delivery of audit service plan 50% of estimated fee $ 2,500

Final billing – upon release of auditor’s report $ 2,500

Total $ 5,000

We look forward to discussing our Audit Service Plan with you, as well as any other matters of interest to you.

Sincerely, 

MNP LLP

Chartered Professional Accountants
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Appendix A – Key Changes and

Developments

We would like to bring to your attention the following accounting and auditing developments, which may have

some impact on your financial reporting.

Issues and Developments Summary

New Reporting Developments

PS 1201 Financial Statement Presentation (Amendments)

In April 2021, the Public Sector Accounting Board (PSAB) issued amendments to PS 1201 Financial Statement

Presentation. 

The narrow-scope amendments clarify the presentation of derivatives, specifically allowing public sector entities to

present the remeasurement impact of derivatives separately on the statement of change in net debt. Other minor

presentation clarifications have also been included such as allowing a new subtotal for the change in net debt

excluding the impact of remeasurement gains and losses on the statement of change in net debt and allowing the

inclusion of a footnote on the net debt indicator in the statement of financial position to refer to additional detail

provided on the statement of change in net debt. 

The amendments are effective in the same period PS 2601 Foreign Currency Translation and PS 3450 Financial

Instruments are adopted. PS 2601 and PS 3450 are to be adopted together and are effective for annual financial

statements relating to fiscal years beginning on or after April 1, 2022. Early application continues to be permitted.

PS 3450 Financial Instruments (Amendment)

In April 2020, the Public Sector Accounting Board (PSAB) issued amendments to PS 3450 Financial Instruments. The

main features of the amendments include:

Bond Repurchase Transactions

 Bond repurchase transactions are only to be treated as extinguishments when they are either:

 Legally discharged;

 An exchange of debt instruments with substantially different terms; or

 A substantial modification of the terms of an existing financial liability or part of it.

Section Application

 Clarification that PS 3450 does not apply unless a contractual right or a contractual obligation underlies a

receivable or payable. By definition, there must be a contract for there to be a financial instrument.

 Clarification for how to account for a transfer of collateral pursuant to a credit risk management

mechanism in a derivative contract.

 Addition of application guidance explaining that derecognition of a financial asset does not occur if the

transferor of a financial asset retains substantially all the risks and benefits of ownership.

Transitional Provisions

 Clarification that a controlling government should use carrying values of the financial assets and liabilities

in the records of its government organizations when consolidating a government organization.
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 For financial assets or financial liabilities in the cost or amortized cost category which have an associated

unamortized discount, premium or transaction costs, the unamortized discount, premium or transaction

costs should be included in the item’s opening carrying value.

 For derivatives which may not have been recognized or may not have been measured at fair value prior to

the adoption of PS 3450, any difference between the previous carrying value and fair value should be

recognized in the opening balance of accumulated remeasurement gains and losses.

The amendments were to be effective for fiscal years beginning on or after April 1, 2021. On June 25, 2020, the

PSAB made the decision to defer the effective date by one year due to the impact of the COVID-19 pandemic. The

new Section and amendments are now effective for annual financial statements relating to fiscal years beginning on

or after April 1, 2022. Early application continues to be permitted.

PS 3450 Financial Instruments (New and Amendment)

In June 2011, the Public Sector Accounting Board (PSAB) issued new PS 3450 Financial Instruments. The new

standard establishes requirements for recognition, measurement, derecognition, presentation and disclosure of

financial assets and financial liabilities, including derivatives. The main features of the new standard are:

 Financial instruments are classified into two measurement categories: fair value, or cost or amortized cost.

 Almost all derivatives, including embedded derivatives not closely related to the host contract, are

measured at fair value.

 Portfolio investments in equity instruments quoted in an active market are measured at fair value.

 Other financial assets and financial liabilities are generally measured at cost or amortized cost.

 An entity may elect to measure any group of financial assets or financial liabilities (or both) at fair

value when the entity has a risk management or investment strategy to manage those items on a fair

value basis.

 Remeasurement gains and losses on financial instruments measured at fair value are reported in the

statement of remeasurement gains and losses until the financial instrument is derecognized.

 Budget to actual comparisons are not required within the statement of remeasurement gains and losses;

 Financial liabilities are derecognized when, and only when, they are extinguished.

 Financial assets and financial liabilities are only offset and reported on a net basis if a legally enforceable

right to set off the recognized amounts exists, and the entity intends to settle on a net basis or

realize/settle the amounts simultaneously.

In May 2012, the transitional provisions for this Section were amended, effective at the time the standard is initially

applied, to clarify that the measurement provisions are applied prospectively. Adjustments to previous carrying

amounts are recognized in opening accumulated remeasurement gains or losses. Additionally, a new transitional

provision has been added that applies to government organizations transitioning from the standards in Part V of

the CPA Canada Handbook – Accounting with items classified as available for sale. Accumulated other

comprehensive income (OCI) from items classified as available for sale is recognized in accumulated

remeasurement gains or losses on transition.

PS 3450 was to be effective for fiscal years beginning on or after April 1, 2019. In March 2018, the Public Sector

Accounting Board (PSAB) approved an extension of the effective date to fiscal years beginning on or after April 1,

2021. On June 25, 2020, the PSAB made the decision to defer the effective date by one year due to the impact of

the COVID-19 pandemic. The new Section and amendments are now effective for annual financial statements

relating to fiscal years beginning on or after April 1, 2022. Early application continues to be permitted. In the period

that a public sector entity applies PS 3450, it also applies PS 1201 and PS 2601.
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New Assurance Developments

CAS 315 Identifying and Assessing the Risks of Material Misstatement (Amendment)

In May 2020, the Auditing and Assurance Standards Board (AASB) issued the revised CAS 315 Identifying and 
Assessing the Risks of Material Misstatement Through Understanding the Entity and its Environment, to align with the 

International Auditing and Assurance Standards Board’s (IAASB) changes to International Standards on Auditing 

(ISA) 315 (revised), with the same title. 

The revised CAS 315 incorporates changes to establish more robust requirements and detailed guidance to assist 
auditors in performing appropriate risk assessment procedures corresponding with the size and nature of the 
entity. It also includes changes to enhance the application of professional skepticism in audits. The revised CAS 315 
accomplishes the following:

 Distinguishes the nature and extent of work needed for indirect and direct controls in the system of internal

control;

 Clarifies which controls need to be identified for evaluating the design of a control, and determining

whether the control has been implemented;

 Highlights scalability of the standard by keeping the principles-based requirements focused on what needs

to be done, and using separate headings in the application material to illustrate scaling based on the

complexity of the situation;

 Clarifies the definition of "significant risk" and introduces the concept of spectrum of inherent risk to assist

the auditor in making a judgment, based on the likelihood and magnitude of a possible misstatement, on a

range from higher to lower, when assessing risks of material misstatement;

 Introduces the concept of inherent risk factors, including complexity, subjectivity, change, uncertainty or

susceptibility to misstatement due to management bias or other fraud risk factors insofar as they affect

inherent risk;

 Introduces the concepts of "significant classes of transactions, account balances and disclosures" and

"relevant assertions" to assist with the identification and assessment of the risk of material misstatement;

 Separates the assessment of inherent and control risk;

 Enhances the auditor's considerations regarding the entity's use of information technology and how it

affects the audit, and includes considerations for using automated tools and techniques in the application

material;

 Introduces a requirement to "stand back" to evaluate the completeness of the significant classes of

transactions, account balances and disclosures at the end of the risk assessment process;

 Uses more explicit language and enhances requirements and application material to reinforce the

importance of exercising professional skepticism when performing risk assessment procedures; and

 Clarifies the threshold for identifying possible risks of material misstatement in CAS 200 Overall Objectives

of the Independent Auditor and the Conduct of an Audit in Accordance with Canadian Auditing Standards.

As a result of issuing the revised CAS 315, requirements for several other standards have been amended to better

articulate the auditor’s responsibilities regarding identifying and assessing the risks of material misstatement:

 CAS 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements

 CAS 330 The Auditor’s Responses to Assessed Risks

 CAS 402 Audit Considerations Relating to an Entity Using a Service Organization

 CAS 540 Auditing Accounting Estimates and Related Disclosures

The revised CAS 315 and other conforming amendments to other standards are effective for audits of financial

statements for periods beginning on or after December 15, 2021. Earlier application is permitted.
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