July 26, 2016

Mr. Rob Bullock
General Delivery
Ahousat, BC VOR 1A0
Dear Mr. Bullock:

Management letter for the year ended March 31, 2016

We have recently completed our audit of Ahousaht First Nation in accordance with Canadian generally-accepted
auditing standards (“GAAS”). The objective of our audit was to express an opinion on the consolidated financiai
statements, which have been prepared in accordance with Canadian public sector accounting standards.
Included in our audit was the consideration of internal control relevant to the preparation and fair presentation of
the financial statements. This consideration of internal control was for the purpose of designing audit procedures
that were appropriate in the circumstances. It was not for the purpose of expressing an opinion on the
effectiveness of internal control or for identifying all significant control deficiencies that riaight exist.

An audit is not specifically designed to identify all matters that may be of interest to-management in discharging
its responsibilities, however, during the course of our audit, we did, identify some areas for improvement that we
are bringing to your attention with this letter. It is our responsibility to commuiicate any significant deficiencies
identified to those charged with governance. A significant deficiency in internai cantrol is defined as a deficiency
or combination of deficiencies in internal control that, in the auditor’s professionai’ judgment, is of sufficient
importance to merit the attention of those charged with governance.

Outstanding Cheques and Deposits

During our audit we noted that several large cheques had been cutstanding for several months and numerous
outstanding deposits were outstanding that related to irvoices that were subsequently reversed.

Tracking both outstanding cheques and deposits per the bank reconciliation is an important control procedure
which ensures that all outgoing cheques or deposits are accounted for, that all vendors have been paid and
revenues have been recorded accurately, andtie!ps to reduce opportunities for errors or fraudulent activities to
go undetected. In addition, the existence of large outstanding cheques or deposits hinders the accounting
department from being able to reflect-an accurate cash balance for the financial statements and adds an
additional step to the bank reconciliation.

We recommend that outstanding cheques be monitored and investigated as a part of the monthly bank
reconciliations, stale-dated cheques should be cancelled, and stop-payments should be sent to the bank, when
necessary. We reccmmend that all outstanding deposits related to reversed invoices are cleared out of stale
dated deposits and outstanding deposits are monitored on a regular basis.

Accounts Fayable Module

During our audit we noted that the accounts payable module in Xyntax is not being utilized correctly. This has
resuited inthe accounts payable aged listing report not tying into the general ledger account which in turn makes
it difficult to determine what is included in the accounts payable balance, in addition we noted that the accounts
payable aged listing includes multiple cancelled cheques that have not been cleared out correctly.

Not reconciling the accounts payable subledger to the general ledger on a regular basis can result in inaccurate
financial reporting and a lack of understanding of how much money is owed to vendors at any given time, which
can interfer with cash flows and forecasting.



We recommend that Xyntax software support be utilized to assist the Nation in cleaning up the accounts payable
sub-ledger. Once cleaned-up the director of finance should review the accounts payable listing on a monthly
basis to ensure it agrees to the general ledger account.

Credit Card Payments

During our audit we noted that credit card statements are often paid without receipts attached to support all of
the purchases on the statement.

This could potentially result in purchases being paid for which are not band related expenses.

We recommend the finance staff require that receipts be attached to the credit card statement to-suppori-all the
items purchased, including having the card holder identify the purpose of each purchase on thereceipts; A
cheque requisition should accompany the credit card statement and require the approval of the person’that the
card holder reports to and, as noted before, the cheque requisition should also be approved by the Controller.
The Band Administrator’s credit card payment should be approved by a designated Couricilior.

Payroll - wage rate approval

During our audit we noted an improvement in the documentation included-in employee personnel files, however,
we noted a significant number of employees without approved wage rates inciuded in their employee files.

This creates potential for employees to be paid a rate higher than that-approved by management and therefore
could potentially increases wage costs for the Nation.

All employee personnel files should be updated to include the curreni approved wage rate. The current approved
wage rate letter should be signed by the manager and the’emiployce. All future wage rate changes should be
photocopied and included in the personnel file.

Ahousaht Fishing Corporation

The Ahousaht Fishing Corporation financiai-statements are unaudited and not prepared in accordance with
International Financial Reporting Standards {I-RS) as required under current accounting standards. Financial
statements were not available at the iime of the Ahousaht First Nation audit report date.

As a result we were unable to determine the effect on the Nation of any adjustments that would be necessary as
no financial information was avaiiable from the Ahousaht Fishing Corporation. This resulted in an audit
qualification in the 2016 audit report.

We recommend that the Ahousaht Fishing Corporation financial statements be audited and prepared in
accordance with \FRS. If the Corporation does not comply, the Nation can exercise its shareholder's rights to
select the board of directors.

Bank Reconciiiations

Bank statements for all Ahousaht First Nation's bank accounts were not prepared on a monthly basis as a month
end/procedure and were instead reconciled in the months of December 2015 to March 2016 for all months of the
fiscal year end.

Failure to reconcile bank statements to the general ledger on a regular and timely basis may lead to errors in
financial reporting, and can result in errors or fraudulent activities going undetected.

We recommend that bank statements be reconciled to the general ledger on a monthly basis, and that all
significant or suspicious reconciling items be promptly investigated and adjusted with adequate documentation.



Housing Department - Segregation of Duties - Cash

There is currently a lack of segregation of duties around cash, demonstrated by the fact that the same person is
responsible for collecting, reconciling and depositing rental payments.

This can result in lost or misappropriated funds, or inaccurate financial reporting.

We recommend that where possible, the responsibilities for managing cash and for record-keeping be kepi
separate to ensure adequate supervision and security over cash.

Housing Department - Accounts Receivable Statements

During our audit work we noted that monthly statements are not being sent to tenants regarding ‘outstanding rent
as management determined that outstanding rental arrears would be waived or eliminated for the fiscai year.

As management has determined to waive/eliminate rental arrears, statements not being sent out does not
impact the Nation for the fiscal year. However, we recommend that the Nation contiiue to track outstanding
rental arrears.

We recommend that tenant statements regarding outstanding balances be sent.cut ori a monthly basis going
forward to ensure that no disputes occur over balances due, to ensure petential errors in accounts receivable
are identified and addressed in a timely manner and that the Nation ceilects funds to enhance cash flows.

We have discussed the matters in this letter with Rob Bullock, &xective Director and received his comments
thereon.

We would like to express our appreciation for the co-operaticn aind assistance we have received during the
course of our audit.

We would be pleased to discuss with you further any maiters mentioned in this letter at your convenience. This
communication is prepared solely for the information of management and is not intended for any other purpose.
We accept no responsibility to any third\pany who uses this communication.

Sincerely,

MNP cee

Chartered Professional Accountants

KA/mrb





