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Management's Responsibility

To the Board of Trustees of Mill Bay Waterworks District:

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including
responsibility for significant accounting judgments and estimates in accordance with Canadian public sector accounting standards.
This responsibility includes selecting appropriate accounting principles and methods, and making decisions affecting the
measurement of transactions in which objective judgment is required.

In discharging its responsibilities for the integrity and fairess of the consolidated financial statements, management designs and
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation
of consolidated financial statements.

The Board of Directors and Audit Committee are composed primarily of Directors who are neither management nor employees of
the District. The Board is responsible for overseeing management in the performance of its financial reporting responsibilities. The
Board fulfils these responsibilities by reviewing the financial information prepared by management and discussing relevant matters
with management and external auditors. The Committee is also responsible for recommending the appointment of the District's
external auditors.

MNP LLP is appointed by the Board of Trustees to audit the consolidated financial statements and report directly to them; their
report follows. The external auditors have full and free access to, and meet periodically and separately with, both the Committee
and management to discuss their audit findings.

April 1, 2025

District Administrator




Independent Auditor's Report

To the Board of Trustees of Mill Bay Waterworks District:

Opinion

We have audited the consolidated financial statements of Mill Bay Waterworks District (the "District"), which comprise
the consolidated statement of financial position as at December 31, 2024, and the consolidated statements of
operations, accumulated surplus, remeasurement gains and losses, changes in net financial assets and cash flows for
the year then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the District as at December 31, 2024, and the results of its consolidated operations,
changes in its net financial assets and its consolidated 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. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the District in accordance with the ethical
requirements that are relevant to our audit of the consolidated 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 Consolidated Financial
Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the District’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 District or to cease operations, or has no
realistic alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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
consolidated financial statements.

MNP LLP
400 MNP Place, 345 Wallace Street, Nanaimo B.C., VOR 5B6 T: 250.753.8251 F:250.754.3999

QPRAXITY MNP.ca

Empowering Business Globally



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:

o Identify and assess the risks of material misstatement of the consolidated 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.

o Obtain an understanding of internal 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 District’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
o 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 District'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 consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our 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 District to cease to continue as a
going concern.

) Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated 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.

Nanaimo, British Columbia MA/P LLP

April 1, 2025 Chartered Professional Accountants

MNP



Mill Bay Waterworks District

Consolidated Statement of Financial Position

As at December 31, 2024

2024 2023

Financial assets
Cash and temporary investments
Accounts receivable (Note 4)

3,567,333 3,353,984
288,926 216,227

3,856,259 3,570,211

Liabilities
Accounts payable and accruals (Note 5) 302,164 106,779
Deferred revenue 27,939 14,622
Developer deposits 152,444 162,624
482,547 284,025

Net financial assets

3,373,712 3,286,186

Commitments (Nofe 10)

Subsequent events (Nofe 11)

Non-financial assets
Tangible capital assets (Note 6)
Inventory
Prepaid expenses

5,011,065 4,917,586
20,942 29,545
30,038 30,038

Total non-financial assets

5,062,045 4,977,169

Accumulated surplus (Schedule 1)

8,435,757 8,263,355

Approved on behalf of the Board of Trustees

.= /7
o Trustee

Trustee

The accompanying notes are an integral part of these consolidated financial statements
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Mill Bay Waterworks District

Consolidated Statement of Operations and Accumulated Surplus
For the year ended December 31, 2024

2024 2024 2023
Budget
(Note 8)
Revenue
Sale of services 888,235 895,553 840,925
Parcel taxes 384,312 381,401 349,068
Contributed tangible capital assets - 255,215 -
Capital expenditure charges 4,000 165,994 3,392
Investment income 1,000 119,961 82,907
Other revenue 25,000 21,590 2,698
Interest and penalties 10,000 19,910 23,450
Meter installation and connections 3,000 3,540 560
1,315,547 1,863,164 1,303,000
Expenses
Administration (Schedule 2) 761,473 1,000,397 688,184
Operating (Schedule 3) 297,600 599,221 301,136
Write-off of capital projects - 91,144 19,886
1,059,073 1,690,762 1,009,206
Annual surplus 256,474 172,402 293,794
Accumulated surplus, beginning of year 8,263,355 8,263,355 7,969,561
Accumulated surplus, end of year 8,519,829 8,435,757 8,263,355

The accompanying notes are an integral part of these consolidated financial statements
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Mill Bay Waterworks District

Consolidated Statement of Change in Net Financial Assets
For the year ended December 31, 2024

2024 2024 2023
Budget
(Note 8)

Annual surplus 256,474 172,402 293,794
Acquisition of tangible capital assets (80,000) (329,062) (61,900)
Amortization of tangible capital assets - 144,437 142,020
Write-off of capital projects - 91,144 19,886
Increase in prepaid expenses - - (401)
Consumption of supplies inventories - 8,605 -

Increase in net financial assets 176,474 87,526 393,399

Net financial assets, beginning of year 3,286,186 3,286,186 2,892,787

Net financial assets, end of year 3,462,660 3,373,712 3,286,186

The accompanying notes are an integral part of these consolidated financial statements
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Mill Bay Waterworks District

Consolidated Statement of Cash Flows
For the year ended December 31, 2024

2024 2023
Operating activities
Annual surplus 172,402 293,794
Non-cash items
Amortization 144,437 142,020
Loss on write-down of tangible capital assets 91,144 19,886
Contributed tangible capital assets (255,215) -
152,768 455,700
Changes in working capital accounts
Accounts receivable (72,699) 55,123
Inventory 8,603 -
Prepaid expenses and deposits - (401)
Accounts payable and accruals 195,387 45,759
Deferred revenue 13,317 (3,182)
Security deposits (10,180) 43,052
287,196 596,051
Capital activities
Purchases of tangible capital assets (73,847) (61,900)
Increase in cash resources 213,349 534,151
Cash resources, beginning of year 3,353,984 2,819,833
Cash resources, end of year 3,567,333 3,353,984

The accompanying notes are an integral part of these consolidated financial statements
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Mill Bay Waterworks District

Notes to the Consolidated Financial Statements
For the year ended December 31, 2024

Incorporation and commencement of operations

The Mill Bay Waterworks District (the "District") was incorporated on August 6, 1962 under the Society Act of the Province
of British Columbia and operates under the Local Government Act of British Columbia. The principal activities of the District
are to provide water service to the residents of the Mill Bay and to maintain and repair all wells and water lines associated
with that service. Under Section 149(1)(c) of the Income Tax Act, the District is exempt from taxation.

Change in accounting policies

Revenue

Effective January 1, 2024, the District adopted the Public Sector Accounting Board’s (PSAB) new standard for the
recognition, measurement and disclosure of revenue under PS 3400 Revenue. The new standard establishes when to
recognize and how to measure revenue, and provides the related financial statement presentation and disclosure
requirements. Pursuant to these recommendations, the change was applied prospectively, and prior periods have not been
restated.

Under the new standard, revenue is differentiated between revenue arising from transactions that include performance
obligations, referred to as “exchange transactions”, and transactions that do not have performance obligations.

There was no material impact on the consolidated financial statements from the prospective application of the new
accounting recommendations.

Significant accounting policies

These consolidated financial statements are the representations of management, prepared in accordance with Canadian
public sector accounting standards and including the following significant accounting policies:

Basis of presentation

Sources of revenue and expenses are recorded on the accrual basis of accounting. The accrual basis of accounting
recognizes revenue as it becomes available and measurable; expenses are recognized as they are incurred and
measurable as a result of the receipt of goods or services and the creation of a legal obligation to pay.

Fund accounting

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

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

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

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

The Restricted Renewal Reserve Fund consists of funds established by the Board of the District, by bylaw 102, to be used
for expenditures related to the upgrading or addition of Waterworks tangible capital assets. These funds, and interest
earned thereon, must only be invested and disbursed by bylaw passed by the Board of the District.

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




Mill Bay Waterworks District

Notes to the Consolidated Financial Statements
For the year ended December 31, 2024

Significant accounting policies (Continued from previous page)

Revenue recognition

Sale of services revenue for water services are recognized as the performance obligation to the customer is satisfied, and
billed on a bi-monthly basis. Parcel taxes are recognized upon issuance of tax notices for the fiscal year. Interest and other
income are recognized as revenue as earned on an accrual basis. Capital expenditure charge (“CEC”) fees are recorded as
revenue when amounts are determinable and collectability is assured. Assets contributed by developers are recognized as
revenue when ownership transfers to the District.

Cash and temporary investments

Cash and temporary investments include balances with banks and short-term investments with maturities of three months
or less. Cash subject to restrictions that prevent its use for current purposes is included in restricted cash.

Measurement uncertainty

The preparation of consolidated financial statements in conformity with Canadian public sector accounting standards
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated financial statements, and the reported amounts
of revenue and expenses during the reporting period.

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful accounts
is provided where considered necessary. Provisions are made for slow moving and obsolete inventory. Amortization is
based on the estimated useful lives of tangible capital assets. A liability for asset retirement obligations reflects
management’s best estimate of the amount required to retire the related tangible capital asset (or component thereof).

By their nature, these judgments are subject to measurement uncertainty, and the effect on the consolidated financial
statements of changes in such estimates and assumptions in future years could be significant. These estimates and
assumptions are reviewed periodically and, as adjustments become necessary they are reported in earnings in the years in
which they become known.

Tangible capital assets

Tangible capital assets are initially recorded at cost which includes all amounts that are directly attributable to acquisition,
construction, development, or betterment of the asset. Contributed tangible assets are recorded at their fair value at the
date of contribution.

When conditions indicate that a tangible capital asset no longer contributes to the District’s ability to provide goods and
services, or that the value of future economic benefits associated with a tangible capital asset is less than its net book
value, the District reduces the cost of the asset to reflect the decline in it's value. Write-downs of tangible capital assets are
not reversed.

Amortization

Tangible capital assets are amortized annually using a straight-line method at rates intended to amortize the cost of the
assets over their estimated useful lives:

Rate
Water Distribution - Fixtures 50 to 60 years
Water Distribution - Pipework 80 years
Water Sources 4 to 80 years
Building, Furnishings, Fixtures 5 to 50 years

Asset retirement obligation

A liability for an asset retirement obligation is recognized at the best estimate of the amount required to retire a tangible
capital asset (or a component thereof) at the financial statement date when there is a legal obligation for the District to incur
retirement costs in relation to a tangible capital asset (or component thereof), the past transaction or event giving rise to the
liability has occurred, it is expected that future economic benefits will be given up, and a reasonable estimate of the amount
can be made. The best estimate of the liability includes all costs directly attributable to asset retirement activities, based on
information available at December 31, 2024. The best estimate of an asset retirement obligation incorporates a present
value technique, when the cash flows required to settle or otherwise extinguish an asset retirement obligation are expected
to occur over extended future periods.




Mill Bay Waterworks District

Notes to the Consolidated Financial Statements
For the year ended December 31, 2024

Significant accounting policies (Continued from previous page)

Asset retirement obligation (Continued from previous page)

When a liability for an asset retirement obligation is initially recognized, a corresponding asset retirement cost is capitalized
to the carrying amount of the related tangible capital asset (or component thereof). The asset retirement cost is amortized
over the useful life of the related asset.

At each financial reporting date, the District reviews the carrying amount of the liability. The District recognizes period-to-
period changes to the liability due to the passage of time as accretion expense. Changes to the liability arising from
revisions to either the timing, the amount of the original estimate of undiscounted cash flows or the discount rate are
recognized as an increase or decrease to the carrying amount of the related tangible capital asset.

The District continues to recognize the liability until it is settled or otherwise extinguished. Disbursements made to settle the
liability are deducted from the reported liability when they are made.

Financial instruments

The District recognizes its financial instruments when the District becomes party to the contractual provisions of the financial
instrument. All financial instruments are initially recorded at their fair value.

At initial recognition, the District may irrevocably elect to subsequently measure any financial instrument at fair value. The
District has not made such an election during the year.

The District subsequently measures investments in equity instruments quoted in an active market and all derivative
instruments, except those that are linked to, and must be settled by delivery of, unquoted equity instruments of another
entity, at fair value. Fair value is determined by published price quotations. Transactions to purchase or sell these items are
recorded on the trade date. Net gains and losses arising from changes in fair value are recognized in the statement of
remeasurement gains and losses. The District has not presented a statement of remeasurement gains and losses as it
does not have any items giving rise to remeasurement gains (losses). Interest income is recognized in the statement of
operations. Investments in equity instruments not quoted in an active market and derivatives that are linked to, and must be
settled by delivery of, unquoted equity instruments of another entity, are subsequently measured at cost. With the exception
of those instruments designated at fair value, all other financial assets and liabilities are subsequently measured at
amortized cost using the effective interest rate method.

Transaction costs directly attributable to the origination, acquisition, issuance or assumption of financial instruments
subsequently measured at fair value are immediately recognized in operating annual surplus. Conversely, transaction costs
are added to the carrying amount for those financial instruments subsequently measured at cost or amortized cost.

All financial assets except derivatives are tested annually for impairment. Any impairment, which is not considered
temporary, is recorded in the statement of operations. Write-downs of financial assets measured at cost and/or amortized
cost to reflect losses in value are not reversed for subsequent increases in value. Reversals of any net remeasurements of
financial assets measured at fair value are reported in the statement of remeasurement gains and losses.

Liability for contaminated site

A liability for remediation of a contaminated site is recognized at the best estimate of the amount required to remediate the
contaminated site when contamination exceeding an environmental standard exists, the District is either directly responsible
or accepts responsibility, it is expected that future economic benefits will be given up, and a reasonable estimate of the
amount is determinable. The best estimate of the liability includes all costs directly attributable to remediation activities and
is reduced by expected net recoveries based on information available at December 31, 2024.

At each financial reporting date, the District reviews the carrying amount of the liability. Any revisions required to the amount
previously recognized is accounted for in the period revisions are made. The District continues to recognize the liability until
it is settled or otherwise extinguished. Disbursements made to settle the liability are deducted from the reported liability
when they are made.




Mill Bay Waterworks District

Notes to the Consolidated Financial Statements
For the year ended December 31, 2024

Accounts receivable

2024 2023
Trade receivables 237,969 195,229
GST receivable 50,957 20,998
288,926 216,227
Accounts payable and accruals
2024 2023
Trade payables 212,609 95,763
Wages and vacation payable 70,446 9,265
Government remittances 19,109 1,751
302,164 106,779
Tangible capital assets
2024
Accumulated Net book
Cost Additions Disposals amortization value
Land 39,183 - - - 39,183
Building, Furnishings, Fixtures 448,785 - - 361,263 87,522
Assets under construction 173,518 - 91,144 - 82,374
Water Distribution - Pipeworks 3,205,889 255,215 - 887,331 2,573,773
Water Distribution - Fixtures 1,175,125 36,045 - 517,468 693,702
Water Sources 3,212,788 37,802 - 1,716,079 1,534,511
8,255,288 329,062 91,144 3,482,141 5,011,065
2023
Accumulated Net book
Cost Additions Disposals  amortization value
Land 39,183 - - - 39,183
Building, Furnishings, Fixtures 448,785 - - 352,059 96,726
Assets under construction 158,897 34,508 19,886 - 173,519
Water Distribution - Pipeworks 3,205,889 - - 845,662 2,360,227
Water Distribution - Fixtures 1,175,125 - - 496,298 678,827
Water Sources 3,185,396 27,392 - 1,643,684 1,569,104
8,213,275 61,900 19,886 3,337,703 4,917,586

Amortization expense of $144,437 (2023 - $142,020) was recorded in the Consolidated Statement of Operations. Total
amortization expense comprises $21,170 for Water Fixtures (2023 - $21,170), $44,669 for Pipework (2023 - $40,074),
$72,395 for Water Sources (2023 - $69,469), and $9,203 for Remaining Facilities (2023 - $11,307).

No amortization of assets under construction has been recorded.




Mill Bay Waterworks District

Notes to the Consolidated Financial Statements
For the year ended December 31, 2024

10.

1.

Financial Instruments

The District as part of its operations carries a number of financial instruments. It is management's opinion that the District is
not exposed to significant interest, currency or credit risks arising from these financial instruments except as otherwise
disclosed.

Budget information

The disclosed budget information has been approved by the Board of Trustees on December 12, 2023.The budgeted
surplus agrees to the surplus for the year as shown on the Consolidated Statement of Operations and
Accumulated Surplus. A reconciliation of these amounts is as follows:

Budgeted surplus as approved by the Board of Trustees 176,475 -
Transfers from reserves (capital expenditures) 80,000 -

Budgeted annual surplus, as per the Consolidated Statement of Operations and
Accumulated Surplus 256,475 -

Comparative figures

Certain comparative figures have been reclassified to conform with current year's presentation.

Commitments

The District leased a GMC Sierra 1500 and is subject to minimum monthly payments of $1,063 until October 5th, 2027.

The estimated minimum annual payments are as follows:

Estimated

Payments
2025 12,758
2026 12,758
2027 10,632

Subsequent event

On February 11, 2025, Bylaw 313 was adopted to utilize $650,000 from the Capital Renewal Fund for the installation of
smart meters for all existing customers and any unused funds to be returned to the Capital Renewal Fund.




Mill Bay Waterworks District

Schedule 1 - Consolidated Schedule of Fund Balances
For the year ended December 31, 2024

Restricted Restricted
CEC Renewal
Operating Capital Reserve Reserve
2024 2023
Balance, beginning of year 1,286,184 4,917,583 180,889 1,878,699 8,263,355 7,969,561
Revenue 1,764,333 - 12,943 85,888 1,863,164 1,303,000
Expenses (1,546,325) (144,437) - - (1,690,762) (1,009,206)
Transfer for capital purchases (300,658) 329,062 - (28,404) - -
Transfer for capital expenditure charges (165,244) - 165,244 - - -
Transfer of parcel taxes (381,401) - - 381,401 - -
Write-off of capital projects 91,144 (91,144) - - - -
Other expenditures funded by reserve 128,618 - - (128,618) - -
Balance, end of year 876,651 5,011,064 359,076 2,188,966 8,435,757 8,263,355
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Mill Bay Waterworks District

Schedule 2 - Consolidated Schedule of Administration Expenses
For the year ended December 31, 2024

Budget
2024 2023
(Note 8)
Administrative expenses
Bank charges - 877 1,729
Consulting fees 92,000 126,541 65,369
Insurance 34,000 38,146 32,915
Office supplies 60,550 104,343 79,583
Professional Fees 20,000 110,185 43,274
Salaries and benefits 521,113 588,574 432,870
Training 5,000 5,804 4,082
Travel 3,000 802 5,156
Trustee honorarium 20,000 16,585 18,283
Utilities 5,810 8,540 4,923

Schedule total 761,473 1,000,397 688,184
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Mill Bay Waterworks District

Schedule 3 - Consolidated Schedule of Operating Expenses
For the year ended December 31, 2024

Budget
2024 2023
(Note 8)
Operating expenses

Amortization - 144,437 142,020
Chlorine 15,000 23,016 14,823
Engineering services 107,000 101,676 26,259
Laboratory and testing services 8,500 6,804 4,654
Hydro 51,350 55,193 46,022
Vehicle lease, fuel and insurance 17,000 16,255 -
Repairs and Maintenance 98,750 251,840 67,358

Schedule total 297,600 599,221 301,136
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