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Saturna lsland B.C.
VON 2YO

Dear: Sirs/Mesdames

As pari oi the examination and audli for the financial statemenis of Saturna Recreation Centre
Society for the year ending June 30, 2011, Canadian generally accepted auditing standards
require that we communicate the following information with you in relation to your audli.

lvlanagement is responsjble fo. establishing and maintaintng an adequate internal control
structure and procedures for flnancial reporting. This includes the desgn and maintenance of
accounting records recording transactions, selecting and applying accounting policies,
safeguarding of assets and preventing and detecting fraud and error.

Our Responsibility as Auditors

As siated in the engagement letter dated January 31, 2011, our responsibiiity as auditors of
your organization is to express an opinion on whether the financial statements present iairly in

a n'raterial respects, the fnancial position, results of operations and cash flow of the
organization in accordance wlth Canadian generally accepted accounting princip es.

An audit is performed to obtain reasonable but not absolute assurance as to whether the
fnancia statements are iree oi material misstatement Due to the lnherent limitatons of an
audit, there is an unavoidab e rlsk that sorfe misstatements of the financial statements wi not
be detected (particularly ntentonal misstatements concealed through collusion), even though
the audlt is properly planned and performed.

Our audit ncludes:

. Assessing the rlsk that the financial statements may contain misstatements that
individua y or in the aggregate, are material to the financia statements taken as a

wholet and

. Exan]ining, on a test basis, evldence supporting the amounts and disclosures in the
financial statements.

As part of our audit we will obtain a suflcient understanding of the Association and the interna
control structure of Saturna Recreation Centre Society to plan the audt. Thls will include
management's assessaaent of :

. The risk that the financial statements may be materially mlsstated as a result of fraud
and error; and

. The internal controls put ln place by management to address such rlsks



-2-
Audit Approach

Outlined below are certain aspects of our audit approach which are intended to help you in
discharging your oversight responsibilities. Our general approach to the audit of Saturna
Recreation Centre Society is to assess the risks of material misstatement ln the financial
statements and then respond by designing aud t procedures.

lllegal Acts, Fraud, lntentional Misstatements and Errors

Our auditing procedures includlng tests of your accounting records, are rrited to those
considered necessary in the circumstances and would not necessariy dlscose al illegal acts,
fraud, lnteniional misstatements or errors should any exist We will conduct the audit under
Canadian generally accepted auditing standards (GAAS), which include procedures to consider
(based on the control environment, governance structure and circumstances encountered
during the audit), the potentia likelihood offraud and illegal acts occurring.

These procedures are not designed to test for fraudulent ot illegal acts nor would they
necessarily detect such acts or recognlze them as such, even if the effect of their
consequences on the flnancial staternents ls materlal However, should we become aware that
an illegal or possible I legal act or an act of fraud may have occutred, other than one considered
c early lnconsequential, we will communicate th s inforrnation directly to the audit committee.

It s management's responsib llty to detect and prevent illegal actions. lf such acts are
discovered or audit committee memberc become aware of circufirstances under whlch the
Company may have been involved in fraudulent, illegal or regulato.y non-compliance s tuations
such circumstances must be disc osed to us.

Related Party Transactions

During our audlt, we conduct various tests and procedures to identify transact ons considered to
involve re ated parties. Related partles exist when one party has the ability to exercise, directly
or indirectly control, joint control or significant influence over the other. Two or more partjes ate
related when they are subject to cornmon contro, joint control or common signiilcant lnfluence.
Related parties also include n'ranagement directors and iheir immediate fam y members and
companles with which these individuals have an economic interest.

We will ensure that all related party transactions that were identified durlng the audit have been
represented by management to have been disclosed n the notes to financia statements,
recorded ln accordance with Canadian generally accepted accounting pdnc ples (GAAP), and
have been reviewed with you. A gans and losses occurrlng as a resut of transactions with
re ated parties have been recorded in accordance wth ihe recommendations of Seciion 3840 of
the Canadian lnstltute of Chartered Accountants (CICA) Handbook. I\,4anaqernent has advsed
that no other related pady transactions have occurred that have not been disclosed to us. The
audit committee is required to advise us if they are aware of or suspect any other re ated party
transactions have occurred which have not been disc osed in the financial statements.

Risk-based

Our rlsk-based approach focuses on obtalning sufficieni approprlate audit evidence to reduce
the rlsk of material rnisstatement in the financial statements to an appropr ately ow Ievel. Th s
means that we focus our audt work on hgher risk areas that have a higher risk of being
materia y misstated.

lllateriality

Materiality in an audit is used tol

. Guide planning decisions on the nature and extent of our audit procedures;

. Assess the sufficiency of the audit evidence gathered; and

. Evaluate any rnisstatements found durlng our audit.



Nlateriality is defined as:

ft.4ateriaiity is the term used to descrbe the slgnjficance of financial statement information to
decison makers. An item of information, or an aggregate of items, is materlal lf it ls probable
thai its omlssion or misstatemeni would influence or change a decision. Materlality s a matter
of professional judgment in ihe particular circumstances

Audit Procedures

ln responding to our risk assessment, we wi use a cornbination oi tests of controls, tests of
details and substantive analytical procedures. The objective of the tests of controls is to
evaluate whether certarn cont.ols operated effectively. The objective of the tests of details is to
detect mateiial misstaiements in the account balances and transaction streams. Substantive
anaytical procedures are used to ldentify differences between recorded amounts and
predictable expectaiions in larger volumes of transactions over t r.e.

Areas of Management lnterest

The following is a list of items which car.e to our attention during the audit and are presented
for your information:

Bank reconciliations should be prepared on a monthly basis for all accounts, and these
should be reviewed and signed offbyan ndependent board r.er.ber. If the bank account is

being balanced to the bank statement each month, printing out the general ledger bank
account for the month and attaching it to the related bank statement would be appropriate

Cheque #350 was written to l\,4ichael Vautour November 3 201 1 for $1 16.02. This cheque
was later voided and the amount is listed as an Accounts Payable for year end. When
verlfying the accounts payable the client was not sure if this amount was still owed or not.
There was a comment that lvlr. Vautour may have been paid out of cash.

Throughout the year cheques were wrtten for a variety of items and the source documents
(invoices) have gone missing. The treasurer commented people will come to get a receipt
for some purpose or other and not return t. Perhaps a photocopy could be made of any
item before it is permitted to leave. The ndlvidua needing the invoice could s gn the
photocopy promising to retum the item.

There was a comment in the minutes dated September 19, 2010 that the financ al
information had been compromised. lt stated 'Bernie also reported that it appears as if
someone has been messing with the new computer and some of the financial information
has been lost' . We understand you have taken steps to remedy thls situation and that no
undisclosed losses resulted from this problem.

2.

3.

6.

5 There ls no password on the bookkeeping records. We suggest you make use ofthis
control point.

ln year end 2010 only one cheque had a single signature on it. This year there are seven
such cheques. The singie signature is always the same person. S x of the cheques are to
I\,4elanie Gaines and one is for Wayne Dodd. We understand as a small society it can be
difficu t to obtain slgnatures, but ihe goal is to rnaintain strong controls over the cash.

The bookkeeper should not have signing authority on the bank accounts.7.
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8. There is no indication thai the involces are being approved for payment by someone othe.
than the bookkeeper.

9. Donation receipt #647 dated April 18, 2011 for $400 received from l\,4elanie Gaines was not
signed. Donation receipt #649 dated July 14, 20'11 for $40 received from Paul I\,4c Weeny is
also not signed.

1o.The accounts receivable have been a cha lenge for the bookkeeper in the past year This
resulted in an overstatement of the income iigures for 201 1 . l\rr. Ziegler has requested
guidance on ihis item and would appreciate a step by step instruction sheet on how to
process accounts receivable accordingly.

11.1\,4r Ziegler has been very diligent with implementing the prio. years suggesUons from
the rnanagement letters. We appreciate his contlnued efforis

This communication is prepared soely for your information. We accept no responsibilty to a
rhrrd pa'1y who Lses this com-Jnicat on.

We would be pleased to discuss any of the above items with you at your convenience.

Yours truly,
COWLAND PATERSON & CO.

Chris Cowland, CA

/ceg
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INDEPENDENT AUDITORS' REPORT

To the l\,4embers of
Saturna Recreation Centre Society

We have audited ihe accompanying fnanclal siatemenis of Satllrna Recreation Centre Soc ety which comprise

ir.," 
"tut"."nt 

or rin"n"ial posltion as at June 30. 2011, the statements of operations and changes in net assets

"na "iaLment 
oi casn fLow for the year then enied, and a summary of signiflcant accounilng polcies and other

explanatory noies and lnformaUon.

Management's Responsibilities for the Financial Statements
v"nuo'"r"nt ," ,".oon"ible for the preparation and falr presentaton of these financlal staternents in accordance

;;it'"il;; s.#;ii; "ii"pt"o 
,i.,,'*ti"g p,lnciples and for such niernal controL as management determines

ia 
""""a*rw 

t"""a"l 
"ihe 

preparauon of fnincia itatements thai are free from mateTial mlsstaiernent whether

due to fraLrd or erTor.

Auditor's Responsibility
oLrr resDonslb ltv is to exoress an opln on on these financial statements based on our audit We conducted our

;; r;;;,";;.;.; 
^,.i 

C, ,aiu. q", 
"-uiyr",eoteda-oilirgcta^oa-ds'ro'es'andaros'eoL'rerl 

atwe

corro r ,tith eLrrcat requ 'enec.s a_d ola' aro pe-orrr Il_e at-o _ Io ob_a'r Ieaso_aole as' ir,rce aboJ ' 
'A 

let\er

Lhe f nanc a staLererts are lree o! -ale-ial risstaie-ne"

An aud t involves performlng procedures to obtain audii evidence aboLlt the amounts and d scosllres in the

iinun"Li"tut"r"it" The piocedures selecieJ;epend on the audiio sjudgment rnc ud ng the assessmeni of

ttre rst<s oimateria m sst;tement of the financLa statements whether d!e to fraud orerror' lnmakingthese

ast< assessments, tfe aud tor considers lnternal control relevant to the entity's preparal on and fa r presentation

oittre financlat stjtements n order to des gn audd procedures that are appropflate in the circumstances bLlt not

r.rrneorrooseofexD'essl'qa_op,'l,o'ontleetect:.eresso+1'eerllrv's:rIe'-aco'to Alalo'LaLso

,".rro"! 
"i"L,rtrg 

r[" ,ppr6pr ateness of accounting policies used and the Teasonableness of accouniing

".tlau1"a 
r"O" Oi r"nagement, as wellas eva uati;g the overa lpresentauon of the fnancla statements'

ln common wiih many charitable organizat ons, the Soclely derves revenue from 
-donai 

ons the comp eteness of

*ni"l ia noi"ra""ptluf" io satisfa;tory aLldt verlfcation Accordngy' our verlfcaiion ofthese revenues was

iriied to tf," arnount" recorded in th; records of the Society and we were not able to determ rle wheiher anY

adjustments mlght be necessary to donai on revenLle, assets and net assets'

we be ieve that the audit ev dence we have obiained s suffcienl and approprlate to provlde a bas s for our audlt

op n on.

Opinion
Ln'ouiop;nion, except for the adjustments, f any, whrch we nright have deierrnlned to be necessary had we been

"Of" 
to !"ti"fy oroJfru" conce;ning the completeness of donatrors referred to n ihe precedlng paragraph, the

nnu""i"i "tui".""a 
present falr{, n al mateTal respects, the linancial poston of the Soc ety as at

lun" :0, zol f and ihe resulis of lts operations and statement of cash flow fol the year then ended in accordance

* tf', C"nuJ un qeneraLly accepted accounting princip es app ied on a bas s consistent wth that oi the precedlng

year, as requlred by the Br t sh Columbia Soc ety Act.

C*,*.*---a f..,{orr;-- + G}.

S dney, British Columb a
September 30, 201 '1

I
!
I
I
I

PROFESSIONAL ACCOUNIANTS
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SATURNA RECREATION CENTRE SOCIETY

Staiement of Cash Flow

Year Ended June 30, 2011

$ 13,648

85,004

(101 .586)

(16.582)

(16,582)

174.860

s 158.278

2A1A

$ 1,014

7 4.844

75,858

(72.029)

3.829

171.031

s 174.860

2011

Cash Provided By (Used ln):

Operating Activities
Excess (deficiency) of revenue over expenses for the year

Iterns not involving cash
Amortization

4

I
Cash Committed To working caPital

lncrease (Decrease) ln Cash

Cash and cash equivalenis, at beglnning of year

Cash and cash equivalents, at end of year

Cash and Cash Equivalents Represenled By:

Non-Restricted funds
Restricted funds

Cash Generated By (Commltted To) Working Capital
Accounts and HST receivable
Prepaid expenses
Accounts payable and accrued liabilities
Deferred revenue
Other

$ 45,179 $ 64,860
'113.099 110.000

$___15€229 $--_121!0q

$ (4,282)
(113)

(41)
(5,289)

(91.861)

$__1l_0t 5s0)

$ 7,484
135
462

(s,289)
(7 4.821)

$ 172.029\

3.



SATURNA RECREATION CENTRE SOCIETY

Notes to Financial Statements

Year Ended June 30 2011

1. PURPOSE OF THE SOCIETY

Saturna Recreation Centre Society (The "society') is incorporated under the Soclety Act of

British Co urabia as a nolfor-profit organization. As a non-profit organizaiion, the Society is

exempt from income tax under paragraph 149(1)(l) of the lncome Tax Act.

The purposes of the Society are:

a) To ldentify the recreaiional, cultural and hea th needs and interests of the commun ty;

b) To organize, adminlster and coordinate appropriate recreatlon opportunities for all ages in the

comrrr I) oa a yea'-ro trd bas s
c) To assist already established recreat on groups and programs and

d) To obtain and manage the necessary inances, personnel and equipment to opelate
comrnunliy recreat on programs and facilities.

2. SIGNIFICANTACCOUNTING POLICIES

a) CapitalAssets (See also Note 5)

Amortization is provided for on a declining balance basis over the estlmated lile of the asset

as indicated in Note 4 ln the year of acquisition orcompletion, one hallofthe regular
amodization ls charged.

b) Fund Accounting

The Society follows the restricted fund method of accounting for contributions.

The Operat ng Fund reports revenue expenses and monetary resources related to the
Society s prograrr dellvery and administrat ve act vlt es. Withinthe Operating Fund, $113,099
has been internally restricted by the Board of D rectors for the purpose of settlng up an

investment with the Vancouver Foundation. An amount of $25 000 has previous y been
invested wlth the Vancouver Foundation.

The Capital Fund reports all land and building costs incuffed to date for ihe purpose of
buildlng a new recreational facility for the community of Saturna lsland. Within the Capital
Fund, donations were being accepted for the purpose of building a structure to house the
ambulance. The Society transferred $80,503 of these restricted donations in June 2009 to
Saturna lsland Fire Protection Soc ety to build an ambulance facility for Saturna lsland
Rescue.

The Gaming Fund reports the revenue, expenses and monetary resources whose use is

restricted to ihose pe.mitted by the British Columbia Gaming Commission.

4

I

t

4



SATURNA RECREATION CENTRE SOCIETY

Notes to Financlal Statements

Year Ended June 30' 20'11

2, sIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Revenue Recognition

Unlestrlcted contributjons are recorded as revenue of the Operatingf-urd in ihe year recejved

or receivable if the an'rount can #eliim-aieJ anJ collection is reasonably assured

Restricted contrlbutions are recorded as revenue in the year receivable'

d) Donated t\,4aterials Services and Property

Donatedmaterials'servicesandprope.tyaTerecognizeclonlyWhenlh-eiriairVauecanbe
reasonably estimated una tn" 

'u!"iili'!ni-t"*1"i" 
*ouro be pajd for bv the society lf not

donated

During the year ended June 30' 2011 the value ol donated materlals' serv!ces and property

Lcorieo inthe accounts was S NIL r20 10 - sNlL\

e) Use of Esiimates

Tneprepalat'oro"_arcia'slalele'tsl'co1'orlr/wrll^Cd'ao.an-ge'ea!accepted
acco.ri,ng pri'1c.pres ,"q" .", ,,..l'" Ji|.",tor" io r at'e es.in ares ar o ass-L-pI ors LlaL a"e _L t"e

'eponeo a-oL lts or a""t" 
"to 

i'"o"iiu" 
" the dale of rre flna'cia slale 'e'ls aro L"e

reDorted amounts of r"*"'"t ;;;"J;;;;" ai'iiig th"-i"pottlng period Actual results could

.irifer from those estimates'

FINANCIAL INSTRUMENTS

Flnancial Risk

Tne Societ\'s 'iTaTc,a' ._sfLrrre'1s cors 5t o'casl -ecevabres

urr"" oi *i .n upp,o, 'ates I'eir car v'ng JalLe

ancl accounts PaYable, the fair

4

I
I
I
!
I

4. CAPTTAL ASSETS

Rate

Land
Buildings 4%
outbulldjng 10%
tqu pmenr zuTo

Cost

$ 271,661
2 102,158

2,965
33.066

s 2 409.850

Accun'rulated
Amortization

451 a37
1,881

23.315

2011
Net

$ 271,661
1 ,651 121

1,084
9.7 51

$_L933-0x

2410
Net

$ 271,661
1 .719 918

1,245
12149

$2p!4p23

5.
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SATURNA RECREATION CENTRE SOCIETY

Notes to Financial Statemenis

Year Ended June 30, 2011

4. CAPITAL ASSETS (CONIINUED)

The buiding costs are a ocated into three areas:
l

I ., Recreation Centre

Ihe recreation centre consists of a banquet hall, gymnasium, perforn'lance stage, bar/lounge

and a medical clinic. The Society retains ownership of the land and buildjng. Funding for the

construction of the recreation centre was from donations and government gtants, pr Tnar ly a

Canada/British Columbia lnfrastructure Program (CBCIP) grant. (See Note 5)

II h) l\ledical C nic

IJ[",il*",clin]cportionofthebuildingWaSfundedbydonations,andls]easedioanother

. c) Parks Canada OlFice

I' An office build ng for Parks Canada is consiructed on ihe same property as the recreation

. centle. The Society retains ownership of this building and the land. The ease amount

I consists of the approl mate cost of the associated land and the actuai costs associated with
I constrJcl rq ihe bJi.ding. \See l\ore 6)

! ,n" 
"o.ts 

have been a located as fo ows:
Land Building

$ 161,661 $ 1,813.223
- 99,750

110 000 189.185

$ __2ZLE0_1 s2J.92!.99

Recreation Centre
l\,4edical Clinic
Parks Canada Office


