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Audit Service Plan Overview

We are pleased to present our Audit Service Plan for Port of Johnstown (the “Company”) which outlines the

strategy we will follow to provide the Company’s Port Management Committee with our Independent Auditor’s

Report on the December 31, 2023 financial statements. We are providing this Audit Service Plan to the Port

Management Committee on a confidential basis. It is intended solely for the use of the Port Management

Committee and is not intended for any other purpose. Accordingly, we disclaim any responsibility to any other

party who may rely on this report.

Additional materials provided along with this plan include both our Engagement Letter and draft Independence

Communication. 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. Our draft Independence Communication formally confirms in writing MNP’s independence.

We confirm to Port Management Committee that we are independent of the Company. Our letter to Port

Management Committee discussing our independence will be included at the conclusion of the audit.

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 Company and our

assessment of the potential for material misstatements in the Company’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 Company;

 Changes within the organization, management or accounting systems; and

 Concerns expressed by management.

We propose to use $400,000 as overall materiality for audit planning purposes.
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Auditor’s Approach to Internal Control

For the December 31, 2023 audit, we are planning to place no reliance on the Company’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 Company 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  IAS 1 Presentation of Financial Statements

(January 2020 Amendment)

 IAS 8 Accounting Policies, Changes in

Accounting Estimates and Errors (February 2021

Amendment)

 IFRS 7 Financial Instruments: Disclosures and IAS

7 Statement of Cash Flows (Amendments)

 IFRS 16 Leases (September 2022 Amendments)

 IFRS 17 Insurance Contracts (New, including

Amendments subsequently issued in June 2020

and December 2021)

 IAS 1 Presentation of Financial Statements and

IFRS Practice Statement 2 Making Materiality

Judgements (Amendments)

 IAS 1 Presentation of Financial Statements

(October 2022 Amendments)

NEW ASSURANCE DEVELOPMENTS  CAS 220 Quality Management for an Audit of

Financial Statements (Amendment)

Detailed information on Key Changes and Developments are included as Appendix A.
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Risk Assessment

Our audit process focuses on significant risks identified during the pre-planning and planning and risk assessment

stage, ensuring that audit procedures are tailored to your specific circumstances and appropriately address those

risks.

Based on the preliminary risk assessment procedures performed, we have identified the following significant and

high risks which will be addressed during our audit. We have also outlined the proposed audit response to address

those risks. We will update our risk assessment as the audit progresses for additional risks identified and will inform

management of any additional significant risks identified.

SIGNIFICANT RISK AREA PROPOSED AUDIT RESPONSE

Management override of internal controls To respond to the overall risk of material

misstatement due to fraud regarding management's

override of controls, we perform the following

procedures:

1. Test the appropriateness of journal entries

recorded in the general ledger and other

adjustments made in the preparation of the financial

statements

2. Review accounting estimates for biases and

evaluate whether the circumstances producing the

bias, if any, represent a risk of material misstatement

due to fraud, if applicable 

3. Evaluate the rationale behind significant

transactions that are not in the normal course of

business and whether they have been entered into to

engage in fraudulent financial reporting or to

conceal misappropriation of assets

Revenue

These is a presumed risk of fraud in revenue

recognition on all audits. We have assessed this risk

as relating to the cut-off assertion, whereby revenues

could be recorded in the incorrect period.

MNP will test cut-off to gain a high degree of

comfort over revenues being recorded in the proper

period as well as testing journal entries posted by

management with any unusual account combinations

affecting revenue.

Management override of controls

There is a presumed risk of management override of

controls in all entities

MNP will test journal entries posted by management

throughout the year based on criteria set by the

audit engagement team.
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Audit Team

Team member continuity is important in developing a solid relationship with the Company, as well as to

understanding your business, risks and processes. We also know team member turnover results in lost knowledge.

While some team member transition likely is inevitable, we work at reducing this through our promoting practices,

learning and training, working closely with team members on career growth and development, and valuing our

professionals.

In order to ensure effective communication between the Port Management Committee and MNP, we outline

below the key members of our audit team that will be responsible for the audit of Port of Johnstown and the role

they will play:

RETURNING TEAM MEMBERS CONTACT INFORMATION

Ian Murphy, CPA, CA, Partner E: Ian.Murphy@mnp.ca

Marc Normand, CPA,CA, Partner E: Marc.Normand@mnp.ca

NEW TEAM MEMBERS CONTACT INFORMATION

James McRae, CPA, Manager E: James.mcrae@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 MNP 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.

Timing of the Audit

KEY DELIVERABLE EXPECTED DATE

Planning procedures December 4, 2023 to December 8, 2023

Year-end fieldwork procedures January 29, 2024 to February 2, 2024
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KEY DELIVERABLE EXPECTED DATE

Draft year-end financial statements to be discussed
with management

February 28, 2024

Presentation of December 31, 2023 Audit Findings
Report to Port Management Committee

March 31, 2024

Presentation of Management Letter to the Port
Management Committee

March 31, 2024

Issuance of Independent Auditor’s Report March 31, 2024

Fees and Assumptions

DESCRIPTION 2023 ESTIMATE

Base audit fee $ 30,000

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 - at start of planning audit procedures $ 15,000

Final billing – at start of year-end audit procedures $ 10,000

Final billing – upon release of auditor’s report $ 5,000

Total $ 30,000

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

Sincerely, 

Chartered Professional Accountants

Licensed Public Accountants

encls.
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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

IAS 1 Presentation of Financial Statements (January 2020 Amendment)

In January 2020, the International Accounting Standards Board (IASB) issued amendments to IAS 1 which were

incorporated into Part I of the CPA Canada Handbook – Accounting by the Accounting Standards Board (AcSB) in

April 2020. The amendments clarify the requirements for classifying liabilities as either current or non-current by:

 Specifying that the conditions which exist at the end of the reporting period determine if a right to defer

settlement of a liability exists;

 Clarifying that settlement of a liability refers to the transfer to the counterparty of cash, equity instruments,

other assets or services; 

 Clarifying that classification is unaffected by management’s expectation about events after the balance

sheet date; and

 Clarifying the classification requirements for debt an entity may settle by converting it into equity.

The amendments clarify existing requirements, rather than make changes to the requirements, and so are not

expected to have a significant impact on an entity’s financial statements. However, the clarifications may result in

reclassification of some liabilities from current to non-current or vice-versa, which could impact an entity’s loan

covenants. Because of this impact, the IASB has provided a longer effective date to allow entities to prepare for

these amendments.

In July 2020, the IASB issued an amendment to defer the effective date of the amendments by one year from its

originally planned effective date to annual periods beginning on or after January 1, 2023 due to the impact of the

COVID-19 pandemic. Early application is permitted. The AcSB endorsed the IASB’s amendment to defer the

effective date in October 2020. 

IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors (February 2021 Amendment)

In February 2021, the International Accounting Standards Board (IASB) issued amendments to IAS 8 Accounting

Policies, Changes in Accounting Estimates and Errors which were incorporated into Part I of the CPA Canada

Handbook – Accounting by the Accounting Standards Board (AcSB) in June 2021.

The amendments introduce a new definition of ‘accounting estimates’ to replace the definition of ‘change in

accounting estimates’ and also include clarifications intended to help entities distinguish changes in accounting

policies from changes in accounting estimates.

The amendments are effective for annual periods beginning on or after January 1, 2023. Earlier application is

permitted. 

IFRS 7 Financial Instruments: Disclosures and IAS 7 Statement of Cash Flows (Amendments)
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Appendix A – Key Changes and

Developments (continued from previous page)

In May 2023, the International Accounting Standards Board (IASB) issued disclosure-only amendments to IFRS 7

Financial Instruments: Disclosures and IAS 7 Statement of Cash Flows. The amendments require entities to disclose

sufficient information necessary for users of financial statements to understand the effects of supplier finance

arrangements on an entity’s liabilities and cash flows, as well as on its liquidity risk and risk management.

The amendments are effective for annual periods beginning on or after January 1, 2024. Earlier application

permitted.

IFRS 16 Leases (September 2022 Amendments)

In September 2022, the International Accounting Standards Board (IASB) issued amendments to IFRS 16 Leases to

add subsequent measurement requirements for sale and leaseback transactions that satisfy the requirements in

IFRS 15 Revenue from Contracts with Customers to be accounted for as a sale. The amendments were incorporated

into Part I of the CPA Canada Handbook in December 2022.

The amendments require a seller-lessee to subsequently measure lease liabilities arising from a leaseback in a way

that it does not recognize any amount of the gain or loss that relates to the right of use it retains. The IASB has not

prescribed a particular method for measuring the lease liability. A seller-lessee must apply the amendments

retrospectively in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors. 

The amendments are effective for annual reporting periods beginning on or after January 1, 2024. Earlier

application is permitted. 

IFRS 17 Insurance Contracts (New, including Amendments subsequently issued in June 2020 and December 2021)

In May 2017, the International Accounting Standards Board (IASB) issued a new International Financial Reporting

Standard (IFRS) on insurance contracts, IFRS 17 Insurance Contracts, which was incorporated into Part I of the CPA

Canada Handbook – Accounting in March 2018. IFRS 17 supersedes IFRS 4 Insurance Contracts, which was issued as

an interim standard in 2004 and allowed entities to account for insurance contracts using a wide variety of

accounting practices. IFRS 17 introduces a single principle-based standard to account for all types of insurance

contracts to enhance the comparability of financial reporting between entities. The new standard provides guidance

on the recognition, measurement, presentation and disclosure of insurance contracts issued. The main features of

IFRS 17 include:

 Recognition and measurement of groups of insurance contracts as a combination of the current

measurement of the future cash flows and the expected profit over the period that services are provided

under the contracts;

 Recognition of profit from a group of insurance contracts over the period the entity provides insurance

coverage and as the entity is released from risk, with immediate recognition of a loss if a group of

contracts is or becomes loss-making;

 Separate presentation of insurance revenue, insurance service expenses and insurance finance income or

expenses;

 An accounting policy choice to either recognize all insurance finance income or expenses for the reporting

period in profit or loss, or a portion of insurance finance income or expenses in comprehensive income;

and

 An optional simplified measurement approach, the “premium allocation approach”, for simpler insurance

contracts.
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Appendix A – Key Changes and

Developments (continued from previous page)

In March 2020, the IASB decided to defer the effective date of the standard to annual periods beginning on or after

January 1, 2023. Earlier application is permitted for entities that also apply IFRS 9 Financial Instruments and IFRS 15

Revenue from Contracts with Customers.

In June 2020, the IASB issued final amendments to IFRS 17, which were incorporated into Part I of the CPA Canada

Handbook – Accounting in November 2020. 

The amendments are summarized below:

 Credit cards contracts and loan contracts that meet specified criteria are excluded from the scope of IFRS

17 and instead accounted for by applying IFRS 9.

 A portion of acquisition costs must be allocated to any related expected contract renewals. Such costs are

recognized as an asset until the contract renewals are recognized. The recoverability of the asset must be

assessed at each reporting date.

 Companies that prepare interim financial statements have the option to change the estimates made in

previous interim financial statements when applying IFRS 17 subsequently, if it considers doing so less

costly than keeping the estimates unchanged.

 The expected profit for insurance contract services attributable to insurance coverage and any service

related to investment activities (investment-return service) shall be recognized in profit or loss over time.

 An entity is permitted to use the risk mitigation option, when an entity uses reinsurance contracts held or

non-derivative financial instruments measured at fair value through profit or loss to mitigate financial risks

of insurance contracts with direct participation features.

 An entity that recognizes losses on loss-making insurance contracts on initial recognition shall also

recognize a gain at the same time on reinsurance contracts held. The gain is recognized to the extent that

those reinsurance contracts held cover the claims of the insurance contracts on a proportionate basis and

are entered into before or at the same time the loss-making insurance contracts are issued.

 The presentation of insurance contract assets and insurance contract liabilities on the balance sheet shall

be on a portfolio basis rather than groups of insurance contracts.

 Three additional transition reliefs for entities applying the standard for the first time would be provided.

These transition reliefs relate to liabilities for claim settlement acquired in a business combination, risk

mitigation relationships and the fair value transition option.

The IASB also issued a consequential amendment to IFRS 4 to defer the fixed expiry date for the temporary

exemption from applying IFRS 9, so that entities would be required to apply IFRS 9 for annual periods beginning on

or after January 1, 2023. 

In December 2021, the IASB issued an amendment to IFRS 17 which was incorporated into Part I of the CPA Canada

Handbook – Accounting in March 2022. 

The narrow-scope amendment provides an optional IFRS 17 transition provision for entities that first apply IFRS 17

and IFRS 9 at the same time to alleviate an expected issue that could otherwise arise due to differences in the

transition reliefs provided by IFRS 17 and 9. The amendment relates to financial assets for which comparative

information presented on initial application of IFRS 17 and IFRS 9 has not been restated for IFRS 9. Applying the

amendment, an entity would be permitted to present comparative information about such a financial asset as if the
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Appendix A – Key Changes and

Developments (continued from previous page)

classification and measurement requirements of IFRS 9 had been applied to that financial asset. 

The amendment is effective for annual periods beginning on or after January 1, 2023 coinciding with the effective

date of IFRS 17.

IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2 Making Materiality Judgements

(Amendments)

In February 2021, the International Accounting Standards Board (IASB) issued amendments to IAS 1 Presentation of

Financial Statements which were incorporated into Part I of the CPA Canada Handbook – Accounting and IFRS

Practice Statement 2 Making Materiality Judgements in June 2021. 

The amendments help entities provide accounting policy disclosures that are more useful to primary users of

financial statements by:

 Replacing the requirement to disclose “significant” accounting policies under IAS 1 with a requirement to

disclose “material” accounting policies. Under this, an accounting policy would be material if, when

considered together with other information included in an entity’s financial statements, it can reasonably

be expected to influence decisions that primary users of general purpose financial statements make on the

basis of those financial statements.

 Providing guidance in IFRS Practice Statement 2 to explain and demonstrate the application of the four-

step materiality process to accounting policy disclosures. 

The amendments, which should be applied prospectively, are effective for annual periods beginning on or after

January 1, 2023. Earlier application is permitted. Once the entity applies the amendments to IAS 1, it is also

permitted to apply the amendments to IFRS Practice Statement 2.  

IAS 1 Presentation of Financial Statements (October 2022 Amendments)

In October 2022, the International Accounting Standards Board (IASB) issued amendments to IAS 1 which were

incorporated into Part I of the CPA Canada Handbook – Accounting in December 2022. The amendments require

an entity to disclose, in specified circumstances, information in the notes that enables financial statement users to

understand the risk that non-current liabilities with covenants could become repayable within 12 months after the

reporting period. As part of the amendments, a provision was added to clarify that only covenants that an entity

must comply with on or before the reporting date would affect a liability’s classification as current or non-current,

even if compliance with the covenant is only assessed after the entity’s reporting date. Covenants which an entity

must comply with after the reporting date would not affect classification of a liability as current or non-current at

the reporting date.

The amendments are effective for annual reporting periods beginning on or after January 1, 2024. Earlier

application is permitted. An entity that applies these amendments early is also required to apply the January 2020

amendments at the same time, and vice versa.

New Assurance Developments

CAS 220 Quality Management for an Audit of Financial Statements (Amendment)

In May 2021, the Auditing and Assurance Standards Board (AASB) issued the revised CAS 220 Quality Control for an

Audit of Financial Statements to align with the requirements of ISA 220 Quality Management for an Audit of
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Appendix A – Key Changes and

Developments (continued from previous page)

Financial Statements. The amendments deal with the specific responsibilities of the auditor regarding quality

management at the engagement level for an audit of financial statements, including a particular focus on the roles

and responsibilities of the engagement partner. CAS 220 is meant to be scalable for firms of different sizes and for

engagements where the nature and circumstances differ. 

CAS 220 sets out requirements relating to:

 Leadership responsibilities for managing and achieving quality on audits;

 Relevant ethical requirements, including those related to independence;

 Acceptance and continuance of client relationships and audit engagements;

 Engagement resources;

 Engagement performance;

 Monitoring and remediation;

 Taking overall responsibility for managing and achieving quality; and

 Documentation.

As a result of issuing the amendments to CAS 220, amendments have been made to CAS 300 Planning an Audit of

Financial Statements and CAS 610 Using the Work of Internal Auditors. Editorial changes have been made to other

standards.

CAS 220 is effective for audits of financial statements for periods beginning on or after December 15, 2022.
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