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Welch LLP .

Report to the Audit Committee

Audit = Tax = Accounting = Consulting

AUDIT STATUS

Our audit of the consolidated financial statements for Toronto Atmosphermﬁnﬁd ("TAF") for the
year ended December 31, 2019 is substantially complete and we expect t@f\reltease our auditor's
report after the following outstanding matters are completed:

.......

° Receipt of the signed management representation Ietter’””"‘”‘\%\

° Board approval of the draft financial statements =/

o Final subsequent review up tQﬁ’?ate of approval of theflnanaal statements
()

o Receipt of Moncalm loan cgfhf@%matlon Y

° Board approval of the fun&m%ﬁgo/from the S@b@f jzation funds

sz F o
If any significant matters arise betwe r;i%h&%date of this report »@rfd the signing of our audit report
we will raise them with you. The follfg&f paragraphs pr@ivi‘de information we are required to
communicate with you in accordancew,Lt nad|an gene{aﬂ“y"accepted auditing standards.

Mmﬁ,

Y
QUALITATIVE ASPECTS OF ACQO%@«%ACTICES Amg FINANCIAL REPORTING

Our audit includes consideration *‘Df{ghe qualltam/e aspects of the financial reporting process,
including matters that I}éve a S|gMycant |mpact ”}on the relevance, reliability, comparability,
understandability and m@at}éngll'g;g%of%he |nformat|on ‘prowded in the financial statements.

"”w ?

The following are matterth ‘igguld like to draw your attention to with respect to the qualitative
aspects of the orgaﬁ‘za;;woﬁ“ﬁ%ac untmg/pra(;t‘c;es

Investment - Ma‘i*kgtd*ble Sf é}r/t/es ?}\ v

In accordance with the%ﬁ“ﬁF Act, monms/that are not immediately required are in the custody of
the City of Toronto, and are mves‘ge@ t} varies pooled funds. During the year, no new funds were
added to the mix of investments:: A&"a“f December 31, 2019, the fair value of the total marketable
securities was $45.1M, of thc\Pi“‘$26 6M pertains to the City of Toronto Fund, and $18.5M
pertains to the Province of Qntﬁb Fund. The realized gains from investment is presented on the
statements of operations- fbr\each of the fund, and the changes in unrealized gains from
investment is presenteci{:the statements of remeasurement gains and losses for each of the
fund. ™~/

;u

Welch confirmed mvéﬁment holdings directly with each investment fund manager and
performed re- calculatx/@n of the realized and unrealized gain or losses from investments, and
proposed adju&tﬁrehts to present the realized and unrealized gain or losses on the financial
statements to mee“t»éccountmg presentation requirements.
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Investment - Marketable Securities - cont'd.

&
Welch also reviewed TAF's compliance with the asset mix limits as set ou{waF s investment
poI|cy As at December 31 2019, the equities mvestments made up of 62”4161‘,t0tal investments

.,

investments, which is lower than the minimum of 20%. Managemenf *h“ag\notlfled the Board for
the non-compliance prior to having year-end results, and received i strdctions to re-balance as
soon as practical to conform with the asset m:§ limits.

Investment - Direct investments and prlv?_;tf e%m;

TAF also invests in various private ?ﬂlﬁy fundsm‘ﬁ%ﬁe private{ eqﬂty funds are valued at cost as

market value is not readily determi Q&lrmg the year, naﬁew fund was added to the mix of
investments. As at December 31, Q19 LQ;cost of the tptﬁi,mvestments in private equity was
$832K, of which $678K pertains to the ﬁ*ﬁ%% doronto Funq,m‘and $154K pertains to the Province of
Ontario Fund. Welch conflrmeg TMvestment holdlngs dl(”aqﬂv With each investment fund manager.

@‘?wa;? 5‘

* ANy ‘w
Any potential gains from mvest%gnt ﬁ?m the |r}cma§e;|n value of the assets are not recorded,
and Welch performed anﬁ‘é‘?‘&ssme t for any pfgﬁeﬂtlal impairment required based on available
financial information, ing Lﬁm T‘ﬁ%%@dlted financialétatements of each fund. As at December 31,
2019, we did not |denta‘fy gﬁteﬁ{al |mpa|rmgnt

&N
“”W 7
. Ry e
Loan Receivables %‘% » J i{:::\
f fﬁb \"“%%P @ {" 7 o, ‘m *"; 5

TAF advanced vaxlo%@loarﬁs Eo building, @Nnérs for energy efficiency measures and private funds
focuses on clean te%o% xf During thévgér two new loans were granted, and the total balance
receivable as at Decemg\lf 31, 2019 |&§2,587M The two new loans granted are:

e London RNG Project 1 LP mwi?x the construction and operation of a facility to extract
renewable natural gas from mdjzistrlal waste biogas to inject into the bulk natural gas supply
pipeline and sell through a’fé:ﬁg term offtake agreement. The investment made by TAF in the
year was $869K CAD.

. w’

e Montcalm Capital FG“F\%ETQ”LP - CLEARAS 2018 Series P.S. This fund focuses on a low-carbon
wastewater treatment technology that uses algae to remove nitrogen and phosphorous. The
investment made»wby“\fl?AF in the year was $740K USD ($990K CAD).

Welch conflrmefd" éécﬁloan balance to the borrowers, and agreed repayments received on a
sample basis. An “3tlawance for credit loss of $20K was recorded in previous years against the loan
balances.

Page 2 of 5 WELCH LLP



Welch LLP .

Report to the Audit Committee

Audit = Tax = Accounting = Consulting

Energy Savings Performance Agreement ("ESPA")

N
ESPAs are financing programs which enable building owners to retrq&igﬁl&ﬁ@ upgrade their
buildings' energy performance. They are multi-year contracts where T@ﬁvéﬁides a turnkey
energy efficiency retrofit for the building owner who undertakes tow[vgii%biy;TAF from realized

energy cost savings. During the year no new ESPA was signed. Weld%‘b‘a:“r\fjgrmed testing on the
revenue received from existing ESPAs on a sample basis. No issue noted:—/

There is a reserve account in the amoun~ﬁ?$19OK to be used 5%@& potential maintenance,
equipment failures, disputes and credi’gz |§§M§ﬁﬁg&cluding Iegal;’agf}@;’éther professional services)
resulting from ESPA projects. Welch ﬁgéweewedmg}*recoverap@ ~6f the ESPA capital assets by
comparing the future cash flow of thy *"Eéfg&projects to the Qé%}é&/}sets value of the ESPA projects.
Welch projected a potential ovgr—ﬁ;gyi/i ion of $69K, ;W?ich have addressed this in the

misstatement section of the report. %%,«% . i;:;jj;?\“;“””
ey, g PR imj ;

e Y A NS
Subsequent event COVID-19  { <~ 7 NS

%Km. Vsﬁ’fw «C‘“\ é?
In mid-March 2020, subseguent tox%&?TAF‘s yea,r%f;r}i%df“fhe province of Ontario declared a state of

. i K ; Y .. .

emergency in responseﬂgwi%pﬁg ic health “eancerns originating from the spread of the

£, 4 ; . 4 . .
coronavirus disease. T,ng'imogff"g@‘"rs&ﬁemporarllfywc\vlosed since then, and management expects that

certain on-going proje&%&@l Q& delayed orfﬁBiS?poned. However, TAF's management assessed
the overall day-to-day {cWof TAF hags;};ﬁ@; been significantly impacted.
A g, ;
/) N
TAF's manageméxg;f*iﬂs%yvorj(iﬁg with Prggeds; TAF's investment manager, to closely monitor the

impact of TAF's inv%@ﬁ}fas a resu!;t;;ﬁgfgﬁt?n}e market declines. A significant degree of uncertainty
persists surrounding the Tull economicpact of the situation.
AT

ot 7
T et
ot

. N o o
Consequently, at the time of issyance of these financial statements, the effect that the decline in
economic activity on the Corpfo:f‘a\r@n's operations, assets, liabilities, revenues and expenses are
not yet known. This uncerggr[é@as been disclosed in the financial statements as a subsequent
event. D

{5l
MANAGEMENT LETTER O\T‘:R‘]:“PRESENTATION
It is necessary fg”rlij::l:l; to obtain written representations from management as an
acknowledgeme%d@iﬁ]ﬁakir responsibility for the fair presentation of the financial statements and
as audit evidengge;';é‘h“matters material to the financial statements. We have provided a draft of
the letter of representation in Appendix A. Management has committed to provide us with a

signed copy of the letter on a date to coincides with the date of our auditors’ report.
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MISSTATEMENTS
f\

The corrected and uncorrected misstatements identified during our audifg aré“\mcluded in the

management letter of representation.

SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL

Audit Committee. fﬁ?
/
INDEPENDENCE AN
s&»—w KM"% Q}% o,
ey “f gg; ;N“”
Canadian generally accepted aud|t| am@ards require tharwéfcommunlcate at least annually

with you regarding all reIatlonshlﬁs %g{zz en Toronto Atzmcxs,phenc Fund and us that, in our
professional judgment, may reasonabTw;ge ought to beaj;«qn our independence.

Lo
v}’\'«. Lw

No matters have been |dent|f|éd that Wﬁtﬁr}ﬁ reasonabii\\l:{e ‘tHought to bear on our independence.
As a result, we confirm that we ﬁke‘rﬁ“q,épendent o f‘\““

“x SN e
[ /)
FINANCIAL STATEMENT PRQENTA?T*Q?V N NS
fv‘ ™, S 3 —
1. Significant Account%g?’@ fij"w

TAF’s significant acgbg@t?g@onéjes are dlsél’:\éd in the notes to the financial statements.

N

During the year t‘h@réwerg nf% new acccg 'tm’g policies or changes to existing accounting policies.

g

2. Management’s Judg?ﬁ@nts and Aé@ﬂﬁtmg Estimates

S e

Y
During the year we encountered}t}i’e following situations that required significant judgments
and/or estimates to be made by ma?;nagement.
{€ J‘;

o ESPA Provisions - Th_ N:strmates made relate to the provisions for losses due to
maintenance, equﬁmept failures, disputes, and credit issues. We have addressed these
matters above in fh&@ualltatlve Aspects of Accounting Practices and Financial Reporting
section of the rﬁport

ay
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MATTERS SPECIFICALLY REQUIRED BY OTHER CANADIAN AUDITING STANDARDS TO BE

COMMUNICATED 1\

o LT

-
Other sections of Canadian Auditing Standards require us to communicgt\é‘;jys?jtﬁ those charged
with governance in a number of specific circumstances: AN

° Where we encounter unusual related party transaction;s’gj”é"?%“rgﬁiﬁcant matters
related to related party transactions; o/

J Where we encounter other t§ﬁ§sactions that were ugg{swgal or not in the normal
course of business; /£ \2)

o Where we suspect or dete%ww@@d“m {

o~ o )
ween the flnar}g’,a}ﬁatements and other

3 Where there is inconsis}é@cy bet
information in documgfnﬁ gé?taining the finape?l“é?lls’iatements; and
¢ & . "3"&%“\;\)’5 . . .
° Where we believe thé{gbeg‘ﬂﬁa be non-complianeewith legislative or regulatory
requirements. SN, L)
. o PN
. o — S\ .
We did not encounter any suctirmgtters dufing the couﬁ&bf our audit.
ey 4 R i
Y/ RN
% %, N et
ACKNOWLEDGEMENTS ..  ° f‘% /)
Vi % \f : o {
i ) P ‘;.; — S N\%

4 s . o . .
During the course of qﬁ@f%uﬁ$w%%ecelved tfle full co-operation of management and did not

P . . e :
encounter any difficultﬁ"e\s:‘dﬁreifgg our audit. Rﬁﬂevwere no limitations on the scope of our audit

work and we did nﬁg’emhawyi;é“agﬁz?disagreem@t@with management. We would like to take this

opportunity to th@ﬁﬁgﬁﬁ‘@m\ﬁr efforts ang,fgi;;t}ffeir constructive approach to the audit.

/{ RN

S géé § )
m{w /

1%4 y}’

& g,

e o,
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TORONTO ATMOSPHERIC FUND
75 Elizabeth Street
Toronto, Ontario
MS5G 1P4

May 21, 2020

Welch LLP

36 Toronto Street
Suite 1070
Toronto, ON
M5C 2C5

To whom it may concern:

We are providing this letter in connectfcm W‘ttﬁl; your audit the financial statements of Toronto
Atmospheric Fund (the "Organ}ﬁﬁmg for the year endé& December 31, 2019, for the purpose
of expressing an opinion as to Wh‘%th&r 1;1;@  financial statements are presented fairly, in all
material respects, in accordance Mt’lﬁf éanadlan pub i se&ctor accounting standards for
government not- for-proﬁt Qfganlzaﬁp

We acknowledge that y%)un Xammaﬁon was planch and conducted in accordance Wlth

P

Canadian generally accep‘e@d au,dltmg standard§~ 0’
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Financial Statements

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement
dated June 1, 2018, for the preparation of the financial statements in aCCQ\rdance with
Canadian publlc sector accounting standards for government not- forr\pmf“ morgamzatlons
in particular, the financial statements are fairly presented in accordance therewith.

2. The significant assumptions used by us in making accounting estrma ¢s, including those
measured at fair value, are reasonable. \

Information Provided

1.
(a)
(b)
() Unrestrlcted accesg“go“ﬁ l‘éﬁﬁs w1th1n
2.
3.
4.
(a) Management;
(b)  Employees who have significant roles in internal control; or
(c) Others wh@ ﬁe fraud could have a material effect on the financial statements.
5. We have disclosed to you all information in relation to allegations of fraud, or suspected

fraud, affecting th¢ Organization’s financial statements communicated by employees,

former employees, analysts, regulators or others.
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6. 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 financial statements.

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

Notes and Accounts Receivable

. M/‘ J
1. Loans and accounts receivable represent valid claims relating to trafisactions made before

the end of the fiscal year. Adequate, Jprovision has been made;“f@;r losses which may be
sustained in the collection of recelwabi

investments are free from“‘hyp@i;l;gcation

%\Q \%ﬁ ‘
ol . f“

-\““'\

3. The investments in limited. ‘aeﬁrfershlps and pl; ~a\‘t:e equlty entities were valued at cost

4.

5. For 1nvestm£ its va kked a%fcost Whelje %ia\@re has been a s1gn1ﬁcant adverse change in the
expected timin 1
approprlé{cl’ wnttﬁmdown

Capital Assets

1. All charges to capital asse accounts during the year represent actual additions to and no
expenditures of a capital nature were charged to the operations of the Organization

2.
Organization.

3. Appropriate rates have been used to amortize the assets over their estimated useful lives

and the provi

mins were calculated on a basis consistent with that of the previous period.

4. The Orga; ';zatl n has good title to the properties represented by the balance carried in the
capital asse’lraccounts and there are no liens, mortgages or other charges against any of
the capital assets shown on the books of the Organization.
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5. Where the value of any capital assets has been impaired, this fact has been disclosed to
you.

Liabilities and Commitments

1.

estimated, all known liabilities of the Organization are 1ncluded and falrly stated on the
balance sheet. N Wf /

a—

2. At the year-end all contingent habllltfe$ (e g., discounted receiyables or drafts

3. The Organization has compheg w‘lth all aspects of contractual agreements that could have
a material effect on the ﬁna@élgf s;ﬁapéments in the eVQ non- comphance including all

ordinary course of busmefg mt;;m ﬁnght have- anﬁﬁverse effect upon the Organization
have been disclosed in the" wgd‘igs to the ﬁne;nc*l“ -statements.

P b

5. All claims outsta{;dmfg agamst%e Organlzaupn or possible claims have been disclosed to
you and, where ép ) oﬁprm%e,@eﬂected in_ the financial statements or notes thereto.

L
S,

6. We understand {] at any ﬂ%gal or pos;ibl»y” 1llega1 act could damage the Organization or
its reputati ﬁ\gl el rlse ‘to a cla1m or ,e}alms against the Orgamzatlon We are not

recordlng a coﬁa%gent loss.

Statement of Operations

I.
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Restrictions

1. All restrictions on the use of the Organization's funds or assets, as well as all
requirements or conditions imposed by third parties, have been brought tb your attention
and are approprlately dlsclosed in the ﬁnanc1al statements The Orga;mzatlon comphed

“Hon-¢

2. All assets subject to a lien, pledged or assigned as security or guaraﬂtee for liabilities
were brought to your attention and are approprlately disclosed in the financial statements.

Corporate Minutes

The minute books of the Organlzatlomc(mtaln an accurate recqtz‘ @f all of the business transacted
at meetings of directors and commlttéfes of d@rectors up to the"’da - of this letter.

Controlled and Related Entities

"-‘“\Wm%

1. All subsidiaries and cont;ol&@dné? f@r-proﬁt orgamzatlons have been accurately reflected
in the financial statement&, ~

or classiﬁcation of assets and liabilities reflected in the financial statements.

3. The nature of al} materlal measurement uncertainties has been appropriately disclosed in
the financial a:tements including all estimates where it is reasonably possible that the
estimate Wﬂl change in the near term and the effect of the change could be material to the
financial statements.
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4. The Organization did not undertake any material non-monetary transactions or
transactions for no consideration during the financial reporting period under
consideration.

Going Concern

We confirm that we have assessed the Organization's ability to continue a a.going concern,
taking into account all information which is at least twelve months from he ; year-end date, and
we conclude that the Organization is able to continue as a going concerni&r the foreseeable
future. .

General

Other information consists of ﬁnanc1%«f()r
statements and the auditor’s report tﬁegeo;i )/
report is a document, or combmatlorr«Qf d@?guments prepared~t~yp1cally on an annual basis by
management or those charged with govemawnc\;se in accorda' ¢ with law, regulation or custom, the
purpose of which is to provide @wnme@rmsr@keholders Wr»th nformation on the Organization's
operations and the Orgamzatmri‘@ ﬁpm@ra}f results and ﬁ*ﬂancral position as set out in the
financial statements. \

1. We do not expec ’g

General

1. We are un@ﬁvgr’%“@ﬁ a%y frauds or pfg)f
Organrzagr n, its emp?oyees or any o
you the results of. ﬁuf assessment
materially mrsé\fm@d asa resul’&

2. We have no knowledge of any a\llegatlons of fraud or suspected fraud affecting the
Organization's financial statements

3.

4. We are unaware of" y known or probable instances of non-compliance with the
requirements of regulatory or governmental authorities, including their financial
reporting requr:réments

5. The effects fjgg‘corrected misstatements are immaterial, both individually and in the

aggregat;v y the financial statements as a whole. A list of the uncorrected misstatements
is attached to’the representation letter.
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6. In the course of your audit of our financial statements for the year ended December 31,
2019, you have recommended certain journal entries and adjustments to our books and
records as attached to this letter. We hereby acknowledge that we understand, agree with
and approve of the attached journal entries which have been considered necessary to
present fairly the financial position and operating results of our Orgal;}lza»tlo, .

Events Subsequent to the Year-end

No facts have been discovered which necessitate material adjustment ty’é):"ﬂ’ré%/ear-end figures or
disclosure in the notes to the financial statements.

Yours very truly,

TORONTO ATMOSPHERIC FUND/

Per
Robert Wotten
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Toronto Atmospheric Fund
Period ending: December 31, 2019
Summary of unadjusted errors

Rev. 2019-01

INCOME STATEMENT
Overstated or (Understated)

[ 1}
S P 4

Description of Possible WP Ref. Ident‘iﬁed Likely Assets [?iabﬂiﬁes Closi.ng
. Mis- Aggregate Equity
Misstatement statement Mis.
statement
i After Tax
To recognize over provision of K2.1 | (69,242)|° “***6@9,242) (69,242)
ESPA projects o
ey
To recognize unrealized FX loss C3.0 29’2ff2 29,226
on Montclam receivable ’
Total (40,016) %‘“f40,0 16) (40,016)
Effect of Unadjusted Errors From Prior Years,_ [ (7,209) )
Aggregate Likely Misstatements (47,225)4 ' (40,016) (40,016)
Further Possible Misstatements NS
Maximum Possible Misstatements (32,807) (40,016) (40,016)
Corrected Misstatements I
Uncorrected Misstatements (32,807)| (40,016) (40,016)
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Toronto Atmospheric Fund
Year End: December 31, 2019
Corrected audit misstatements

Number Date Name Account No Debit Credit
2 12/31/2019 ADMIN portion of staff costs 5205 -637,260.00
2 12/31/2019 Admin Portion of Payroll to ON 5176-1
2 12/31/2019 ADMIN portion-Payroll from TO 5176-2
To adjust the salary allocations
3 12/31/2019 Prepaid Deposits and Expenses " 19,490.72
3 12/31/2019 Accrued Liabilities 40,531.56
3 12/31/2019 Statutories - Employer's Costs -1,319.61
3 12/31/2019 Gross Salaries -40,531.56
3 12/31/2019 Gross Salaries -9,249.27
3 12/31/2019 Gross Salaries -9,031.74
3 12/31/2019 LTD Premiums - Pd by C?’e Sta 109.90
To correct payroll accruﬁé“’l“"a@d 0 %g
W Sy,
remove double booking of PP1'in. 1
T,
j(%\mwvm\%w B
5 12/31/2019 HST Payable(R%@ﬁyb“F}j{pewi@\/PmW f 24,544.00
5 12/31/2019 Miscellaneous Incéh;‘%e NV -24,544.00
réfund/payment
e, :?v
"y
6 12/31/2019 1399 29,001.24
6 12/31/2019 4175 -29,001.24
7 12/31/2019 1374 -64,938.00
7 12/31/2019 ON-Gain/Loss+FX-US| <= 1381 -37,543.00
7 12/31/2019 TO-GEN performa }(;a;f / 4229 64,938.00
7 12/31/2019 4229-1 37,543.00
, Y
To adjust perf fo’e fees charged
on Gene[atlb\nginyestment for the FX difference
10 12/31/2019 4499 31,773.00
10 12/31/2019 1299-0OT -31,773.00
11 12/31/2019 ™ “Comp & Equip cost 1612 -7,992.00
11 12/31/2019 Accum dep Computer-Office Equip 1618 7,992.00
11 12/31/2019 Miscellaneous Income 4975 -30,000.00
11 12/31/2019 Depreciation-Amortization Exps 5830 30,000.00

To reclass amount contribution

from clean air partnership in office reno
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12 12/31/2019 Acc. Amort. EE Equip @Perth Ave 1658 58,353.00
12 12/31/2019 Accum Amort EE Equip 1688 -5,056.00
12 12/31/2019 Depreciation-Amortization Exps 5830 -58,353.00
12 12/31/2019 Depreciation-Amortization Exps 5830 -14,291.00
12 12/31/2019 Depreciation-Amortization Exps 5830 5,056.00
12 12/31/2019 Scarobo Heights - Acc Amort 1603-3 14,291.00
&5

To correct amortization related to

office booked in Perth account
14 12/31/2019 Operating Fund & 04,823.00
14 12/31/2019 ONT-endowment-received-2016-Nov /}I;t814,782.00
14 12/31/2019 TO-stabilization-add or draw -3,004,823.00
14 12/31/2019 ON-stabilization fnd add/draw -1,814,782.00

&

é
F2019 stabilization fund adjustmg*ﬁt

&
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