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AUDIT STATUS

Our audit of the financial statements of Toronto Atmospheric Fund for the year ended December 31, 2016
is substantially complete and we expect to release our auditors' report after the following outstanding
matters are completed:

e Receipt of the signed management representation letter
e Receipt of various loans receivable confirmations

e Receipt of bank confirmation as at December 31, 2016
e Board approval of the draft financial statements
e Final subsequent review up to date of approval of the financial s atermnents
e Receipt of Audited Financial Statements of Generation fund

ing of our audit report we will
required to communicate with

A. The CEO has comrﬁitteggfb provide «
date of our auditors’ report.

h a signed copy of the letter on a date to coincides with the

MISSTATEMENTS

The corrected and uncorrected misstatements identified during our audit are included in Appendix B and

Appendix C.

Canadian generally accepted.auditing standards require that we request that management and the Board
correct all the misstatements-that we present to them. The significant uncorrected misstatements are
comprised of ESPA provisions made for credit losses and warranty costs which have been applied against
the ESPA assets capitalized. Due to the fact that there is no indication of impairment, no condition or
situation has occurred W hich warrants recognition of the the credit losses. The same rationale is applicable
to the warranty pros ion in that condition or situation has not occurred which has resulted in a liability
and as such the warranty cost provision should not be recognized. Management has decided not to adjust
the financial statements for this amount as they would like to review our comments and address the matter
in 2017.

If you disagree with management, and would like management to make the proposed adjustment(s), we
request that you inform management and us accordingly.
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SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL

During our audit we did not identify any significant deficiencies in internal control to report to the Board.

However, we identified some areas where there was room for improvement in procedures and internal
controls and these have been included in a letter to management. We have not provided a comprehensive
statement of all weaknesses which may exist in internal control or all improvements which can be made,
but have addressed only those matters which have come to our attention as a resu wdit procedures we
have performed. The letter to management is included in Appendix D.

FINANCIAL STATEMENT PRESENTATION

1. Significant Accounting Policies

The organization’s significant accounting polie{é% are disclosed in the n  to the financial statements.

collection is reasonably *aSsured Restricted contributions not expended are included as surplus under
the specified fund for the year. Coni ions not expended for which there is not a specified fund are
deferred and recognized as revenue in the year in which the related expenses are recognized. As at
December 31, 2016 TAF has only.one specified restricted fund for the Province of Ontario funding.

As a result of the application-of restricted fund method of accounting a seperate statement of
operations and statement 0f remeasurement gains and losses is provided for the Operating (general)
Fund and the Restricted (Pno vince of Ontario) Fund.

No other new policies or ‘51gn1ﬁcant changes to existing policies were required to comply with new or
amended standards im ented by the CPA Canada.

2. Management’s dgments and Accounting Estimates

During the year we-encountered the following situations that required significant judgements and/or
estimates to be made by management:

a. ESPA Provisions

The estimates made relate to the provisions for credit losses and warranty costs. We have addressed
these matters above in the misstatement section of the report.
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b. Provision for Loan Loss

Estimates were made to accrue for potential uncollectible amounts from outstanding loans. The current
year loan loss provision has been recorded in the financial statement is NIL; a total of $90,000 has
been recorded to date.

DIFFICULTIES ENCOUNTERED DURING THE AUDIT

d'did not encounter any
audit work and we did not

During the course of our audit we received the full co-operation of managemen
difficulties during our audit. There were no limitations on the scope of o
have any disagreements with management.

MATTERS SPECIFICALLY REQUIRED BY OTHER CANADIA A%DITING
STANDARDS TO BE COMMUNICATE )

Other sections of Canadian Auditing Sta dard: f@«qgire us to coifk
governance in a number of specific circumstances:

nicate with those charged with

party transactions;
ansa

e  Where we encounter other tr
business;

approach to the audit.
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APPENDIX A

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

Welch LLP

36 Toronto Street
Suite 530
Toronto, ON
M5C 2C5

Dear Sirs:

with your audit/ t the financial statements of Toronto
ber 31, 2016, for the purpose of expressing an
atements are presented fairly, in all material respects, in

or accounting standards for government not-for-profit

We are providing this letter in connection.
Atmospheric Fund for the year ended.De

opinion as to whether the finan
accordance with Canadian pubhcxse'
organizations.

We acknowledge that weare/ sponsible for the falr presentatlon of the financial statements in

We acknowledge (‘tHa{,zy
generally accepted auditing standard s to enable you to express an opinion on the financial
statements. We understand that whﬂ“ r work includes an examination of the accounting
system, internal control and related data to the extent you considered necessary in the
circumstances, it is not designed fo identify, nor can it necessarily be expected to disclose, fraud,
shortages, errors and other irr ies, should any exist.

Certain representations in this letter are described as being limited to matters that are material.
An item is considered material, regardless of its monetary value, if it is probable that its omission
from or misstatement in the financial statements would influence the decision of a reasonable
person relying on the financial statements.

-

We confirm, to t 'of our knowledge and belief, the following representations made to you

Page 1 of 8
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Financial Statements

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement
dated April 25, 2013, for the preparation of the financial statements in a ()rdance with
Canadian public sector accounting standards for government not-for<pro f)rgamzatlons
in particular, the financial statements are fairly presented in accorda 1 erewith.

2. The significant assumptions used by us in making accounting estt nates, including those
measured at fair value, are reasonable.

Information Provided

1. We have provided you with:

of which we are aware that'is relevant to the preparation
h as records, documentation and other matters;

%

(@)  Access to all informatic
of the financial statemén

(b)  Additional information that-youhave reques%éa om us for the purpose of the
audit; and

(c)  Unrestricted access'to p sons within thi

itity from whom you determined it
necessary to obtain auﬁl ‘evidence

4. We have disclosed‘to you all in
are aware of and that affects‘th

ation in relation to fraud or suspected fraud that we
tity and involves:

(a) Management;

(b) Employees who significant roles in internal control; or

(¢c)  Others where the fraud could have a material effect on the financial statements.

5. We have disclosed t §'Iou 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.

Page 2 of 8

WELCH LLP



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 entity’s related parties and

¢ related
party relationships and transactions of which we are aware.

Accounts Receivable

1. Accounts receivable are correctly described in the records and represént valid claims as at
the year-end against the persons or comipanies indicated. The ccounts are expected to
be collected within twelve month

3. The investments in lelted Partnérships and private equity were valued at cost computed
on an average cost basis a yecember 31, 2016. The marketable security investments
were measured at their fair market value as at December 31, 2016.

4. All income earned on vestments for the year has been recorded in the accounts.

5. For investments va cost, where there has been a significant adverse change in the
expected timing or a mount of future cash flows from an investment, it has been
appropriately written ‘down.

Long-term Inter»cqrpqrzite Investments and Consolidated Accounts

1. All inveﬁti;l, nts that are owned by the organization are recorded in the accounts.

o
Sy
o
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2. The organization has good title to all investments recorded in the accounts and these
investments are free from hypothecation.

3. All subsidiaries have been consolidated.

4. All investments in significantly influenced companies have been rec
method of accounting.

5. All income earned on the investments for the year has been recor: the accounts.

Capital Assets

1. All charges to capital asset accou ng the year represen ctual additions to and no
expenditures of a capital nature wete cTI‘&rge 1.to the operatmns of the organization during
the year. \

2. All capital assets sold or dismar d'have been propﬁef;l’y ounted for in the books of the

organization.

you.

Liabilities and Commitments

1. At the year end, with the exception of relatively immaterial obligations for which invoices
had not been received or wi therwise could not readily be determined or estimated,
all known liabilities of the organization are included and fairly stated on the balance
sheet.

2. At the year-end ther\\ were no contingent liabilities (e.g., discounted receivables or drafts,

guarantees, pend‘ 1g (11‘ unsettled suits, matters in dispute).

3. The organization has comphed with all aspects of contractual agreements that could have
a material effect-on the financial statements in the event of non-compliance, including all
covenants, itions or other requirements of all outstanding debt.
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Statement of Operations

At the year-end, the organization had no unusual commitments or contractual obligations

of any sort that were not in the ordinary course of business or that might have an adverse
effect upon the organization.

All claims outstanding against the organization or possible claims hav \disclosed to

organization or its
e are not aware of

contingent loss.

1.

2.

Restrictions

1. All restrlctlons 9

Corporate Minutes

tements. The organization complied with all
which, in the event of non- -compliance could have

The minute books of the organiz ien-contain an accurate record of all of the business transacted

at meetings of the Board of dire

‘and committees of directors up to the date of this letter.

Controlled and Related Ehu ms
1. ’

All subsidiaries af d c.htrolled not-for-profit organizations have been accurately reflected
in the financial statements.
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Related Party Transactions

1. Related party relationships and transactions have been appropriately accounted for and
disclosed in accordance with the requirements of Canadian public sector-accounting
standards for government not-for-profit organizations.

There have been no exchanges of goods or services with any relate

“months from the year-end date, and we conclude
ncern for the foreseeable future.

General

1. We are unaware of any frau
organization, its employ
you the results of our
materially misstated-

1 possible frauds having been committed by the
r any of its directors and officers and we have disclosed to
sment of the risk that the financial statements may be

esult of fraud.

2. We have no kno cdge of any allegations of fraud or suspected fraud affecting the entity's
financial statements

hat we are responsible for the implementation and operation of internal

controls that are designed to prevent and detect fraud and error.
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4. We are unaware of any known or probable instances of non-compliance with the
requirements of regulatory or governmental authorities, including their financial reporting

requirements.
5 The effects of uncorrected misstatements are immaterial, both individually-and in the
aggregate, to the financial statements as a whole. A list of the uncorr misstatements

is attached to the representation letter.

6. In the course of your audit of our financial statements for the year.ended December 31,
2016, you have recommended certain journal entries and adjustmeiits to our books and
records as attached to this letter Wedi@reby acknowledge tha we understand, agree with

i nsidered necessary to

organization.
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Toronto Atmospheric Fund
Year End: December 31, 2016
Adjustments

Rev. 10/10/01

Date: 1/1/2016 To 12/31/2016

APPENDIX B

Number Date Name Account No Reference Debit Credit Recurrence Misstatement
1 12/31/2016 Current portion of loans A/R 1101
1 12/31/2016 Lakewind convertible loan 1250 150,000.00
1 12/31/2016 Writedown of TREC-Lakewind loan 1251 150,000.00
1 12/31/2016 Loans:1296 Current portion of loans 1296
To re-class written off loans
2 12/31/2016 Portion of asset SOLD 1657 K2
2 12/31/2016 YMCA Portion of asset SOLD 1665 K2
2 12/31/2016 Sale of intangible ESPA 4999 K2 394,954.00
Account for sale of new revenue
stream - ESPA POSTED BY CLIENT
3 12/31/2016 Unearned-Rev-NRcan-Towerwise 328,308.34
3 12/31/2016 Rev- deferred to next Yr 328,308.34
To recognize revenue from deferred
4 12/31/2016 ECC-City Buick-Initial Loan 43,979.56
4 12/31/2016 HST Payable(Recvbl)-per A/P 43,979.56
To adjust HST rebate claimed on
processes (TAF cannot claim rebate as lnvoqk‘ies
5 12/31/2016 Comp & Equip cost 4,236.63
5 12/31/2016 Accum dep Computer-Office Equ 398.01
5 12/31/2016 Office Equipment 4 4,236.63
5 12/31/2016 Depreciation-Amortization Ex 398.01
6 1,661.71
6 1,661.71
To re-class amortlzatl?m,pf
equipment in excess of pnoiﬂy@a
7 12/31/2016 Deferred funding HH2 19,194.63
7 12/31/2016 Deferred funding HH2 4,579.38
7 HH2 19,194.63
7 HH2 4,579.38
8 3,157.28
8 9,176.80
8 12/31/2016 Accum Amort EE Equip 166.33
8 12/31/2016 Depreciation-Amortization Exps 5830 12,167.75
9 12/31/2016 Gen Reserve for 1298 C4MEMO 15,000.00
9 12/31/2016 Allowance for Gre Losses 4395 C4MEMO 15,000.00
Y
To reverse loan receivable
provision for 2016
11 12/31/2016 Accrued Liabilities 2105 BB4 16,267.00
11 12/31/2016 Gross Salaries 5110 BB4 16,267.00
To reverse 2015F salary accrual
Prepared by |Reviewed by | Reviewed by |Reviewed by
4/20/2017 VL CLC
9:25 AM 4/18/2017 4/18/2017 Ws1
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Toronto Atmospheric Fund

Year End:

December 31, 2016

Adjustments
Rev. 10/10/01
Date: 1/1/2016 To 12/31/2016

Number Date Name Account No Reference Debit Credit Recurrence Misstatement
13 12/31/2016 TCHC deferred costs 1751
13 12/31/2016 Eq-to-be-Capitalized 5214

To adjust FCM double counted.
15 12/31/2016 Unearned-Rev-NRcan-Towerwise 2309 HH1
15 12/31/2016 Rev- deferred to next Yr 4700 HH1 91,453.67

To adjust deferred capital .

contribution from NrCan included in both def capital contributiogf&g deferred

contributions
18 12/31/2016 Amounts Receivable 42,036.00
18 12/31/2016 ECC City Buick Rebate 42,036.00

To adjust the incentive rebate

related to the ECC sub-debt recorded as a recei

receivable from ECC
20 12/31/2016 Accrued Receivbles 29,061.10
20 12/31/2016 Accrued Receivbles 25,349.09
20 12/31/2016 Warehouse Interest LOC 29,061.10
20 12/31/2016 Warehouse Interest LOC 25,349.09

To adjust clients entry 1583R To 3

reverse accrual of interest for warehouse LOC to'agret e, to amount accry
21 12/31/2016 Accrued Receivbles 3,932.66
21 12/31/2016 Exhibition Place loan 3,932.66

To reverse interest accrued in

2015F

1,511,054.20 1,511,054.20
Prepared by |Reviewed by | Reviewed by |Reviewed by

4/20/2017 VL CLC
9:25 AM 4/18/2017 4/18/2017 WS1-1
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Toronto Atmospheric Fund
Period ending: December 31, 2016
Summary of unadjusted errors

Rev. 2016-03

APPENDIX C

INCOME STATEMENT BALANCE SHEET
Overstated or (Understated) Overstated or (Undersitated)
Description of Possible WP Ref. | Identified Likely Likely Assets 616sing F/S Corr-
. Mis- Aggregate | Aggregate Equity Disclosures | ected?
Misstatement statement Mis- Mis-
statement statement
After Tax {
Computer software fully 4,064 4,064 4,064 (4,064)] (4,064) No
amortized in 2015F (overstated .
amortization in 2015F)
Liability related to YMCA energy 7,906 7,906 7,906 No
savings for Nov and Dec 2016
Unaccrued interest on loans (9,664) (9,664) No
receivable
Overaccrued liabilities 3,011 (3,011) No
Understated refundable deposits (7,622) 7,622 No
Liability related to Perth savings (5,271) ‘*("5’27 1) (5,271) 5,271 No
for Nov and Dec 2016 (I~
Reimbursement recveivable an 11,075 11,075 No
deferred revenue overstated du
2017 OH being recorded
Account 1692 ESPA Provision (37,718) (37,718)| 37,718) (37,718) No
warranty
Account 1694 ESPA Provisions - 8 37,718)| (37,718)| 37,718) (37,718) No
credit
Total ’ ‘ (73,790)] (73,790)| (78,089) (6,713)] (71,376)
Effect of Unadjusted Errors From PrlorYears 63,434 63,434 63,434
Aggregate Likely Misstatements (10,356)] (10,356)] (78.,089)| (6,713)| (7,942)
Further Possible Misstatements
Maximum Possible Misstatements (10,356)] (10,356)| (78,089) (6,713) (7,942)
Corrected Misstatements
Uncorrected Misstatements (10,356)] (10,356)| (78,089) (6,713) (7,942)
Materiality =7 80,000 80,000 80,000 80,000 80,000 80,000
Margin Remaining For Further Possible 69,644 | 69,644 1,911 | 73,287 72,058 | 80,000
Misstatements
Prepared by | Reviewed by | Reviewed by | Reviewed by
AS VL
Document is up to date 4/12/2017 4/19/2017 130

04/20/17
9:29 AM
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APPENDIX D

Toronto Atmospheric Fund
75 Elizabeth Street
Toronto, Ontario

MS5G 1P4

) CONFIDENTIAL
Attention: Ms.Julia Langer

Dear Madam:

material misstatement and it is not'des
in discharging its responsibili i 1

As a result of our obse
consideration.

This letter is not exhaustive, and de
during the audit. Minor matters were-
in this report with Richard Rysak at

h the more important matters that came to our attention
ssed verbally with your staff. We have discussed the matters
eceived his comments thereon.

Issue — Provision for ESPA

TAF has historically taken-a provision on the total ESPA capital asset balance for possible uncollectible
amounts from customers, The credit/provision applied is in regards to potential uncollectible accounts
receivable; however sirice_there has been no A/R balance reported at year-end for ESPA equipment
rented out to customers ving a provision would not be allowed. There is no A/R balance reported in
the financial statem ts'for which the provision could be applied against. TAF should reverse these
provision in the 201 “'ﬁscal year and cease further accruals.

"\

Management's Comments

Page 1 of 2
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Issue — Provision for ESPA Warranty

TAF has historically taken a provision on the total ESPA capital asset balance for warranty. However,
GAAP do not allow for for accruals of warranty provisions to be taken on capital assets for expected
future maintenance. Since it is expected that capital assets will require on-going maintenance from wear-
and-tear of the equipment, an accrual for these expenses is not allowed to be.incurred. TAF should
reverse these provision in the 2017 fiscal year and cease further accruals. “

Management's Comments

Yours very truly,

Welch LLP

Bryan Haralovich,
Partner

Kathy Steffan, CA, CPA
Partner
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