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For the year ended December 31, 2021

To the Mayor and Council of Village of Radium Hot Springs

We are pleased to provide you with the results of our audit of Village of Radium Hot Springs (the "Entity”) consolidated financial statements
for the year ended December 31, 2021.

The enclosed final report includes our approach to your audit, including: significant risks identified and the nature, extent, and results of
our audit work. We will also report any significant internal control deficiencies identified during our audit and reconfirm our independence.

During the course of our audit, management made certain representations to us—in discussions and in writing. We documented these
representations in the audit working papers.

The business environment has changed for us all during the time of COVID-19. Cash flow, strategy, operations: each has received a rethink.
As your auditors, we have relied on our digital audit suite to stay connected—among ourselves, with management, and with you.

We look forward to discussing our audit conclusions with you. In the meantime, please feel free to contact us if you have any questions or
concerns.

Yours truly,

BDO Canada LLP
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BDO’S DIGITAL AUDIT SUITE

APT Next Gen

We use our APT Next Gen
software and documentation
tool to save time, streamline
processes, and go paperless
with your audit.

LEARN MORE

DISCOVER THE
DIGITAL DIFFERENCE




Audit at a glance

Preliminary materiality as communicated to you in our Planning Report to the Mayor and
Council, and final materiality are set out as follows:

Preliminary materiality Final Materiality

Village of Radium Hot $113,000 $112,000
Springs

Radium Hot Springs Public $3,800 $3,800
Library

We are not aware of any fraud affecting the Entity. If you have become aware of changes to
processes or are aware of any instances of actual, suspected, or alleged fraud since our
discussions held at planning, please let us know.

We have complied with relevant ethical requirements and are not aware of any relationships

between Village of Radium Hot Springs and our Firm that may reasonably be thought to bear
on our independence.
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/ Mario Piroddi

Email: mpiroddi@bdo.ca

Direct: 250-372-9505

For the year ended December 31, 2021

START
DATE

February 14, 2022

END DATE

February 23, 2022
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Status of the audit

We have substantially completed our audit of the year ended December 31, 2021 consolidated financial statements.

We conducted our audit in accordance with Canadian generally accepted auditing standards. The objective of our audit was to obtain
reasonable, not absolute, assurance about whether the consolidated financial statements are free from material misstatement. See
Appendix A for our final independent auditor’s report.

The scope of the work performed was substantially the same as that described in our Planning Report to the Mayor and Council dated
February 11, 2022.

5 | Village of Radium Hot Springs

LI I R R I O T I I I I

L N I O T I O I U R I O

D T O R

For the year ended December 31, 2021

|IBDO

L O O U R T R R R I



Back to contents

©>\ Audit findings

As part of our ongoing communications with you, we are required to have a discussion on our views about significant qualitative aspects of
the Entity's accounting practices, including accounting policies, accounting estimates and consolidated financial statements disclosures. We
look forward to exploring these topics in depth and answering your questions. A summary of the key discussion points are below:

Financial statement areas Risks noted Audit findings

Management Override of Controls Management is in a unique position to perpetrate  Journal entry testing, review of key estimates,
fraud because of management’s ability to directly  and tests of internal controls determined that all
or indirectly manipulate accounting records, and  controls appear to be working effectively, and as
prepare fraudulent financial statements by designed.
overriding controls that otherwise appear to be
operating effectively.

LEARN MORE

6 | Village of Radium Hot Springs




Back to contents

é} Internal control matters

For the year ended December 31, 2021

During the audit, we performed the following procedures regarding the Entity’s internal . . - L
control environment: We are required to report to you in writing about any significant

deficiencies in internal control that we have identified during the audit.

» Documented operating systems to assess the design and implementation of control

s ; A significant deficiency is defined as a deficiency or combination of
activities that were relevant to the audit.

— deficiencies in internal control that merits the attention of those
= charged with governance.
» Discussed and considered potential audit risks with management.

The audit expresses an opinion on the Entity’s consolidated financial statements. As a
We considered the results of these procedures in determining the extent and nature of audit result, it does not cover every aspect of internal controls—only those relevant to
testing required. preparing the consolidated financial statements and designing appropriate audit
procedures. This work was not for the purpose of expressing an opinion on the
effectiveness of internal control.

No control deficiencies were noted that, in our opinion, are of significant importance to

discuss. We did, however, issue a management letter containing other recommendations
to management.
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il Adjusted and unadjusted differences

Summary of unadjusted differences Summary of adjusted differences

There were no unadjusted differences noted during the course of our audit engagement. There were no differences that were corrected by management during the course of our
audit engagement.
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For the year ended December 31, 2021

How we audit financial statements: Our six-step audit process

IDENTIFY AND ASSESS RISK

Focus on those areas of financial statements
that contain potential material
misstatements as a consequence of the risks
you face

SCOPING

Complete a preliminary review to plan the
audit, determine the materiality level, and
define the audit scope
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OBTAIN AUDIT EVIDENCE
Perform audit procedures while maintaining REPORT
appropriate degree of professional
skepticism, to conclude whether or not the
financial statements are presented fairly

Communicate our opinion and details of
matters on which we are required to report

S~ - “ ~ _ 7,
DESIGN AUDIT PROCESS FORM OPINION

Evaluate whether we have enough evidence
to conclude that the financial statements
are free from material misstatement, and
consider the effect of any potential
misstatements found

Design an appropriate audit strategy to
obtain sufficient assurance and enable us to
report on the financial statements

New Standard for Audit Quality

ISQM 1

The quality of an audit depends not only
on the people conducting it—but also on
the systems underpinning it. These new
rules up the ante for your audit quality.

SEE THE STANDARD
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https://www.iaasb.org/publications/international-standard-quality-management-isqm-1-quality-management-firms-perform-audits-or-reviews

Coming soon: updates to our audit process

For the year ended December 31, 2021

Canadian Auditing Standard 315, Identifying and Assessing the Risks of Material Misstatement, was significantly revised with a greater focus on more robust Risk
Identification, Assessment and Response procedures. The standard will be effective for periods beginning on or December 15, 2021. The updates described below will impact

mainly Steps 1 through 3, of our current six step audit process. Key enhancements include:

uf @ 2

Assessment of
Inherent and
Control Risk

@ 00

Inherent risks (risk of Conclude based on the  Clarifying requirements Deeper dive in the use
material misstatement assessment of likelihood on indirect and direct of Technology (IT
without consideration of and magnitude of controls in the system of  environment and IT
control) and Control misstatement, internal control and the general controls) and
risks (risk of control not  considering how need for evaluation of related risks
preventing or detecting  inherent risk factors design and
material misstatement)  impact the degree to implementation of

which inherent risk controls

varies

Use of
Technology

Spectrum of System of
Inherent Risk internal Control

Standback

More explicit Standback
requirement for
evaluation of
completeness and
appropriateness of risk
assessment process
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IMPACT TO YOU?

5

More inquiry, observation and inspection
procedures, especially for risks related to the
use of Technology

<

No change to communicating significant risks

¢

9

Audit procedures focused on addressing risks
identified

More consistent and effective audits with
improved responses to identified risks improving
audit quality for all stakeholders
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Your audit: Client-centricity in action

The cornerstone of each audit engagement
is how we deliver our services.

Our firm is deliberately structured to allow
one partner to every six staff members. This
means easy access to senior staff and the
lead partner throughout your audit, as well
as a quick turnaround on any questions. It
also helps our team gain a better
understanding of your organization.

Our audit process differs from the typical
audit in our use of in-field reviews, subject
to COVID-19 safety protocols. The benefit of
these in-field reviews is that final decision-
makers are on site ensuring issues are
resolved and files closed quickly.

We offer clients the full-service expertise of
a national firm. Even more: As part of the
global BDO network, we provide seamless
and consistent cross-border services to
clients with global needs. Yet we maintain a
local community focus. The comprehensive
range of services we deliver is
complemented by a deep industry
knowledge gained from nearly 100 years of
working within local communities.
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OUR AUDIT
APPROACH
SUPPORTS

For the year ended December 31, 2021

CONSISTENCY

Drives consistency and quality in audit execution throughout BDO, enabling us to
be responsive to your size and location needs, providing access to the latest
technology solutions

CUSTOMIZATION
Providing sufficient flexibility to allow us to customize the scope of
our work to meet your organizational needs, risk profile and changes

A DIGITAL APPROACH

We promote a paperless audit where we perform and document
our audit and exchange information with you and your team
using technology

EXCEPTIONAL DELIVERY

Using our highly trained teams, supported by state-of-the-art
technologies and underpinned by an exceptionally intuitive audit
methodology, to enable timely and efficient delivery of your audit

COMPLIANCE
Our audit approach and related technologies ensure
compliance with Canadian Auditing Standards (CASs)
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BDO’s digital audit suite

For the year ended December 31, 2021

Our digital audit suite of technologies enables our engagement teams to conduct consistent risk-based audits, both domestically and internationally, with maximum efficiency and minimal
disruption to our clients’ operations and people.

Our audit software and documentation tool, APT, is an integral part of our
audit methodology. Our professionals engage APT to devise and perform
appropriate, risk-based audit procedures and testing based on applicable
Canadian Auditing Standards (CASs), as well as to factor in engagement and
industry-specific objectives and circumstances.

APT enables us to deliver an audit that fits your organization—whether
large or small; complex or basic.

This sophisticated tool also amplifies two key attributes of our audits:
consistency and quality. The quality framework that we developed
measures our audit performance with hard quality indicators and reflects
our indispensable culture for quality. To see our audit quality and
consistency in action, look no further than how our teams share best audit
practices for continuous improvement.

Through a strategic alliance with Microsoft and the introduction of new
technology, this global, cloud-based application can now streamline and
focus the audit process in even more ways for BDO professionals and their
clients.
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For the year ended December 31, 2021

BDO Portal transforms and enhances your digital experience with your BDO advisors. Available at any time, Portal enables you to access all services, tools, apps, and
information and to collaborate with your advisors in a seamless way through a flexible, appealing, and secure environment.

SECURE DOCUMENT SHARING
() 0O BDO Portal allows BDO and the clients to collaborate securely through features like multi-factor authentication,
(?) DocuSign, data storage encryption, secure document exchange, and audit logging.
O {f} ONE PLATFORM, CUSTOMER AT THE CENTRE
~ ()] BDO Portal is a customer-centric solution that reflects your needs through quarterly platform releases.
SEAMLESS AND INTEGRATED EXPERIENCE
@ O BDO Portal is an open platform enabling firms to integrate local applications and languages. This
O creates a seamless and tailored experience.
24/7 ACCESS TO BDO SERVICES
D {O BDO Portal provides 24/7 access to BDO services, modern tools, and apps as well as insights tailored to your
o industry and business.
ENHANCE COLLABORATION
(O BDO Portal offers a real time collaboration space for BDO and its clients, including project, task and team
management.
NOTIFICATIONS
Within the BDO Portal you can set the interval for when and which notifications you want to
receive about the changes in the BDO Portal.
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Recommended resources

Key changes to financial reporting The latest tax pointers

——

When the rules of reporting change, you Corporate. Commodity. Transfer pricing.
may need to fine-tune how to present International tax. Government
financial statements and govern the programs. Together they add up to
organization. immense differences on the

organization’s bottom line. Our tax
collection keeps you current.

ACCESS OUR

KNOWLEDGE CENTRE STAY ON TOP OF TAXES
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7 powerful steps to financial audit
readiness

Getting and staying prepared for an
audit simplifies the process, cuts
turnaround time, and improves your
chances of overall success. Learn how
you can be audit ready.

7 STEPS

For the year ended December 31, 2021
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https://www.bdo.ca/en-ca/services/assurance-and-accounting/a-a-knowledge-centre/overview/?utm_campaign=2021-aa-digitalaudit&utm_medium=referral&utm_source=pdf
https://www.bdo.ca/en-ca/services/assurance-and-accounting/a-a-knowledge-centre/ifrs/
https://www.bdo.ca/en-ca/insights/advanced-search/?filter=1&cat=876/?utm_campaign=2021-aa-digitalaudit&utm_medium=referral&utm_source=pdf
https://www.bdo.ca/en-ca/insights/assurance-accounting/audit-readiness/?utm_campaign=2021-aa-digitalaudit&utm_medium=referral&utm_source=pdf

Spotlight on sustainability

Fast-moving world events are pushing
sustainability up the agenda of Canadian
organizations. Now organizational leaders,
investors, and customers are responding on
three fronts: environmental, social, and
governance (ESG).

5 reasons why businesses should
care about ESG

Regulators and issuers of standards are
doing their part by supporting sustainability
in the reporting ecosystem. Increasingly,
organizations will need to go beyond the
financials—and demonstrate sustainability
with non-financial metrics.

SEE 5 REASONS

ESG, and the business case for
dealing with climate change

LEARN MORE
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For the year ended December 31, 2021

What executives need to do to
align ESG with strategy

How climate change became a
business issue worth reporting

READ ARTICLE TAKE NEXT STEPS

Why Canadian manufacturers
should be reviewing ESG strategy

How does COVID-19 impact the
environment?

BUILD BACK SUSTAINABLY



https://www.bdo.ca/en-ca/insights/advisory/risk-advisory/why-mid-market-businesses-should-care-about-esg/?utm_campaign=2021-esgsustainability&utm_medium=referral&utm_source=pdf
https://www.bdo.ca/en-ca/insights/assurance-accounting/climate-change-business-reporting/?utm_campaign=2021-aa-digitalaudit&utm_medium=referral&utm_source=pdf
hhttps://www.bdo.com.au/en-au/insights/advisory/articles/what-executives-need-to-do-to-align-esg-with-strategy
https://www.bdo.global/en-gb/insights/global-industries/sustainability/esg,-and-the-business-case-for-dealing-with-climate-change
https://www.bdo.global/en-gb/insights/global-industries/natural-resources/how-does-covid-19-impact-the-environment
https://www.bdo.ca/en-ca/insights/industries/manufacturing-distribution/why-canadian-manufacturers-should-be-reviewing-their-esg-strategy-now/?&utm_campaign=2021-aa-digitalaudit&utm_medium=referral&utm_source=pdf

For the year ended December 31, 2021

Appendices

Appendix A: Independent auditor’s report

Appendix B: Representation letter
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Appendix A: Independent
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Tel: (250) 421-5352 BDO Canada LLP
Fax: (250) 426-8886 35 10th Avenue South
Toll free: Cranbrook, British Columbia

A—— www.bdo.ca V1C 2M9

Independent Auditor's Report

To the Members of Council, Inhabitants and Ratepayers
of the Village of Radium Hot Springs

Opinion

We have audited the accompanying financial statements of the Village of Radium Hot Springs (the Entity),
which comprise the consolidated statement of financial position as at December 31, 2021, and the
consolidated statements of operations, changes in net financial assets and cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of the Village of Radium Hot Springs as at December 31, 2021 and its financial
performance, cash flows and changes in net financial assets 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 Financial Statements section of our report. We are independent of the Municipality 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 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 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 Municipality’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 Municipality or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Municipality’s financial reporting process.
Auditor's Responsibilities for the Audit of the 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.

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
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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 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 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. 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 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.

Other Matter - Unaudited information

We have not audited, reviewed or otherwise attempted to verify the accuracy or completeness of the
schedule on page 29 of the Entity’s consolidated financial statements.

Chartered Professional Accountants

Cranbrook, British Columbia
March 9, 2022
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Village of Radium Hot Springs
PO Box 340
4386A Radium Blvd.
Radium Hot Springs, BC
VOA 1MO

March 9, 2022

BDO Canada LLP

Chartered Professional Accountants
35 10th Ave South

Cranbrook British Columbia

V1C 2M9

This representation letter is provided in connection with your audit of the financial statements of
Village of Radium Hot Springs for the year ended December 31, 2021, for the purpose of expressing an
opinion as to whether the financial statements are presented fairly, in all material respects, in
accordance with Canadian public sector accounting standards.

We confirm that to the best of our knowledge and belief, having made such inquiries as we considered
necessary for the purpose of appropriately informing ourselves:

Financial Statements

We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated November
9, 2021, for the preparation of the financial statements in accordance with Canadian public sector
accounting standards; in particular, the financial statements are fairly presented in accordance
therewith.

. The methods, significant assumptions, and data used in making accounting estimates and their
related disclosures are appropriate to achieve recognition, measurement and/or disclosure that
are reasonable in accordance with Canadian public sector accounting standards.

. Related party relationships and transactions have been appropriately accounted for and disclosed
in accordance with the requirements of Canadian public sector accounting standards.

. All events subsequent to the date of the financial statements and for which Canadian public
sector accounting standards require adjustment or disclosure have been adjusted or disclosed.

. The financial statements of the entity use appropriate accounting policies that have been
properly disclosed and consistently applied.

Information Provided
. We have provided you with:

. access to all information of which we are aware that is relevant to the preparation of the
financial statements, such as records, documentation and other matters;

. additional information that you have requested from us for the purpose of the audit; and

. unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence.

. We are responsible for the design, implementation and maintenance of internal controls to
prevent, detect and correct fraud and error, and have communicated to you all deficiencies in
internal control of which we are aware.



All transactions have been recorded in the accounting records and are reflected in the financial
statements.

We have disclosed to you all known instances of non-compliance or suspected non-compliance
with laws and regulations whose effects should be considered when preparing the financial
statements.

We have disclosed to you the identity of the entity’s related parties and all the related party
relationships and transactions of which we are aware.

Fraud and Error

We have disclosed to you the results of our assessment of the risk that the financial statements
may be materially misstated as a result of fraud.

We have disclosed to you all information in relation to fraud or suspected fraud that we are
aware of and that affects the entity and involves:

. management;
. employees who have significant roles in internal control; or
. others where the fraud could have a material effect on the financial statements.

We have disclosed to you all information in relation to allegations of fraud, or suspected fraud,
affecting the entity’s financial statements communicated by employees, former employees,
analysts, regulators, or others.

General Representations

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

We have provided you with significant assumptions that in our opinion are reasonable and
appropriately reflect our intent and ability to carry out specific courses of action on behalf of
the entity when relevant to the use of fair value measurements or disclosures in the financial
statements.

We confirm that there are no derivatives or off-balance sheet financial instruments held at year
end that have not been properly recorded or disclosed in the financial statements.

There have been no plans or intentions that may materially affect the recognition,
measurement, presentation or disclosure of assets and liabilities (actual and contingent).

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

There were no direct contingencies or provisions (including those associated with guarantees or
indemnification provisions), unusual contractual obligations nor any substantial commitments,
whether oral or written, other than in the ordinary course of business, which would materially
affect the financial statements or financial position of the entity, except as disclosed in the
financial statements.



Other Representations Where the Situation Exists

o We have informed you of all known actual or possible litigation and claims, whether or not they
have been discussed with legal counsel. When applicable, these litigation and claims have been
accounted for and disclosed in the financial statements.

Yours truly,
@i« g)z"?:? C FO.
Signature / Position



