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Prepared on April 19, 2019, by
Kathy Steffan, CPA, CA,
Christa Casey, CPA, CA,
Partners
Welch LLP

welchllp.com

Report to the Audit Committee

AUDIT STATUS
Our audit of the consolidated financial statements for Toronto Atmospheric Fund ("TAF") for the
year ended December 31, 2018 is substantially complete and we expect to release our auditor's
report after the following outstanding matters are completed:
Receipt of the signed management representation letter
Board approval of the draft financial statements
Final subsequent review up to date of approval of the financial statements
Board approval of the fund transfer to/from the Stabilization funds
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If any significant matters arise between the date of this report and the signing of our audit report
we will raise them with you. The following paragraphs provide information we are required to
communicate with you in accordance with Canadian generally accepted auditing standards.
QUALITATIVE ASPECTS OF ACCOUNTING PRACTICES AND FINANCIAL REPORTING

Our audit includes consideration of the qualitative aspects of the financial reporting process,
including matters that have a significant impact on the relevance, reliability, comparability,
understandability and materiality of the information provided in the financial statements.

D

The following are matters that would like to draw your attention to with respect to the qualitative
aspects of the organization's accounting practices:
Investment ‐ Marketable Securities
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In accordance with the TAF Act, monies that are not immediately required are in the custody of
the City of Toronto, and are invested in varies pooled funds. During the year, no new funds were
added to the mix of investments. As at December 31, 2018, the fair value of the total marketable
securities was $43.4M, of which $25.5M pertains to the City of Toronto Fund, and $17.8M
pertains to the Province of Ontario Fund. The realized gains from investment is presented on the
statements of operations for each of the fund, and the changes in unrealized gains from
investment is presented on the statements of remeasurement gains and losses for each of the
fund.
Welch confirmed investment holdings directly with each investment fund manager and
performed re‐calculation of the realized and unrealized gain or losses from investments, and
proposed adjustments to present the realized and unrealized gain or losses on the financial
statements to meet accounting presentation requirements. Welch also reviewed the compliance
of the investment mix limits as set out by TAF's investment policy.
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Investment ‐ Direct investments ‐ private equity
TAF also invests in various private equity funds. The private equity funds are valued at cost as
market value is not readily determinable. During the year, no new funds were added to the mix of
investments. As at December 31, 2018, the cost of the investment in private equity was $682K, of
which $596K pertains to the City of Toronto Fund, and $86K pertains to the Province of Ontario
Fund. Welch confirmed investment holdings directly with each investment fund manager.
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Any potential gains from investment from the increase in value of the assets are not recorded,
and Welch performed an assessment for any potential impairment required based on available
financial information, including the audited financial statements of each fund. As at December,
31, 2018, one investment in Greensoil is deemed to be potentially impaired. As such, a provision
for impairment was recorded in the amount of $62K.
Efficiency Capital Corporation ("ECC") and Efficiency Capital (EC) Inc. ("EC Inc.")

During the year, TAF has restructured its relationship with ECC, TAF's ESPA licencee. As part of the
restructure,
ECC has assigned the license right under the ESPA program to EC Inc. All future ESPA
programs will be administered by EC Inc. EC Inc. will also pay a royalty to ECC and TAF for
any pipeline programs initiated by ECC and administered by EC Inc.



The administrative duties of legacy ESPA programs under ECC are being transferred to
TAF, and in exchange, TAF charges an monthly administration fee.



TAF has sold its equity share of ECC for a nominal value. During 2018, TAF charged ECC an
one‐time management fee.



TAF continues to provide financial commitment to EC Inc. for the purpose of assisting EC
Inc.'s capital mobilization thorough TAF's secured subordinated debt facility up to $2M,
and a warehouse facility up to $7M.



TAF has participation rights to purchase a limited number of EC Inc.'s shares in the future
at a discount based on certain conditions
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Welch has reviewed the agreements and amendments between TAF, ECC and EC Inc. and the
relationship and changes to the relationships are disclosed in note 7 of the consolidated financial
statements.
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Energy Savings Performance Agreement ("ESPA")
ESPAs are financing programs which enable building owners to retrofit and upgrade their
buildings' energy performance. They are multi‐year contracts where TAF provides a turnkey
energy efficiency retrofit for the building owner who undertakes to re‐pay TAF from realized
energy cost savings. During the year one new ESPA, Scarborough Heights, was signed. The
agreements drew $415K under the warehouse facility, and the corresponding ESPA capital assets,
net of incentives and rebates, of $374K are recorded as capital assets.
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Welch reviewed the new ESPA and tested the additions to capital assets on a sample basis to
vendor invoices. Welch also performed testing on the revenue received from existing ESPAs on a
sample basis. No issue noted.
During the year, management also set up a reserve account in the amount of $190K to be used
against potential maintenance, equipment failures, disputes and credit issues (including legal and
other professional services) resulting from ESPA projects. Welch reviewed the recoverability of
the ESPA capital assets by comparing the future cash flow of the ESPA projects to the net assets
value of the ESPA projects. Welch projected a potential over‐provision of $45K, Welch have
addressed this in the misstatement section of the report.
MANAGEMENT LETTER OF REPRESENTATION

MISSTATEMENTS
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It is necessary for us to obtain written representations from management as an
acknowledgement of their responsibility for the fair presentation of the financial statements and
as audit evidence on 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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The corrected and uncorrected misstatements identified during our audit are included in the
management letter of representation.
SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL
During our audit we did not identify any significant deficiencies in internal control to report to the
Audit Committee.
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INDEPENDENCE
Canadian generally accepted auditing standards require that we communicate at least annually
with you regarding all relationships between Toronto Atmospheric Fund and us that, in our
professional judgment, may reasonably be thought to bear on our independence.
No matters have been identified that would reasonably be thought to bear on our independence.
As a result, we confirm that we are independent.
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FINANCIAL STATEMENT PRESENTATION
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1. Significant Accounting Policies

TAF’s significant accounting policies are disclosed in the notes to the financial statements.
During the year there were no new accounting policies or changes to existing accounting policies.
2. Management’s Judgments and Accounting Estimates

During the year we encountered the following situations that required significant judgments
and/or estimates to be made by management:
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a. ESPA Provisions
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The estimates made relate to the provisions for losses due to maintenance, equipment failures,
disputes, and credit issues. We have addressed these matters above in the misstatement section
of the report.
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NEW AUDIT REPORTING STANDARD
Canadian Auditing Standards require us to communicate to you the following:
As discussed previously, a new audit reporting standard was introduced and was applied for the
first time to the Organization’s 2018 audited financial statements.
The changes to the audit reporting standard did not have a significant impact on the audit work
but did result in significant changes to the format and content to the audit report.
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Some of the more notable changes to the format and structure of the report are outlined briefly
below:

The audit opinion paragraph is now shown at the very beginning of the auditor’s
report.

The report provides a more detailed description of the auditor’s responsibilities.

The report includes an enhanced description of management’s responsibilities
including responsibilities related to assessing the entity’s ability to continue as a
going concern.

The report also identifies those charged with governance and provides details of
their role in the audit process.
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MATTERS SPECIFICALLY REQUIRED BY OTHER CANADIAN AUDITING STANDARDS TO BE
COMMUNICATED
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Other sections of Canadian Auditing Standards require us to communicate with those charged
with governance in a number of specific circumstances:

Where we encounter unusual related party transactions or significant matters
related to related party transactions;

Where we encounter other transactions that were unusual or not in the normal
course of business;

Where we suspect or detect fraud;

Where there is inconsistency between the financial statements and other
information in documents containing the financial statements; and

Where we believe there may be non‐compliance with legislative or regulatory
requirements.
We did not encounter any such matters during the course of our audit.
ACKNOWLEDGEMENTS
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During the course of our audit we received the full co‐operation of management and did not
encounter any difficulties during our audit. There were no limitations on the scope of our audit
work and we did not have any disagreements with management. We would like to take this
opportunity to thank them for efforts and for their constructive approach to the audit.
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TORONTO ATMOSPHERIC FUND
75 Elizabeth Street
Toronto, Ontario
M5G 1P4

April 30, 2019
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Welch LLP
36 Toronto Street
Suite 1070
Toronto, ON
M5C 2C5
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Dear Sirs:

We are providing this letter in connection with your audit of the financial statements of Toronto
Atmospheric Fund (the "Organization") for the year ended December 31, 2018, 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 for
government not-for-profit organizations.

D

We acknowledge that your examination was planned and conducted in accordance with
Canadian generally accepted auditing standards so as to enable you to express an opinion on the
financial statements. We understand that while your 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 to identify, nor can it necessarily be expected to disclose, fraud,
shortages, errors and other irregularities, should any exist.
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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.

Fo

We confirm, to the best of our knowledge and belief, the following representations made to you
during your audit:
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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 accordance with
Canadian public sector accounting standards for government not-for-profit organizations;
in particular, the financial statements are fairly presented in accordance therewith.

2.

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

Information Provided

ly

We have provided you with:
(a)

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;

(b)

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

(c)

Unrestricted access to persons within the Organization from whom you determined
it necessary to obtain audit evidence
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1.

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

3.

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 assessed this risk as
low.

4.

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

(b)

Employees who have significant roles in internal control; or

(c)

Others where the fraud could have a material effect on the financial statements.

r

(a)

Fo

5.

D

2.

We have disclosed to you all information in relation to allegations of fraud, or suspected
fraud, affecting the 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 noncompliance 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 parties and all the
related party relationships and transactions of which we are aware.

Accounts Receivable
Accounts receivable are correctly described in the records and represent valid claims as at
the year-end against the persons or companies indicated. These accounts are expected to
be collected within twelve months.

2.

All services rendered prior to the year-end have been recorded as sales of that period.

3.

The accounts receivable are free from hypothecation or assignment except as disclosed in
the notes to the financial statements.

4.

Adequate allowance has been made for any losses from uncollectible accounts.

5.

Loans and accounts receivable represent valid claims relating to transactions made before
the end of the fiscal year. Adequate provision has been made for losses which may be
sustained in the collection of receivables.
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1.

Temporary and Portfolio Investments

All investments that are owned by the Organization are recorded in the accounts.

2.

The Organization has good title to all investments recorded in the accounts and these
investments are free from hypothecation.

3.

The investments in Limited Partnerships and private equity were valued at cost computed
on an average cost basis as at December 31, 2018. The marketable security investments
were measured at their fair market value as at December 31, 2018.

4.

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

5.

For investments valued at cost, where there has been a significant adverse change in the
expected timing or amount of future cash flows from an investment, it has been
appropriately written down.
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1.

Long-term Intercorporate Investments and Consolidated Accounts
1.

All investments that are owned by the Organization are recorded in the accounts.
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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 recorded using the cost
method of accounting.

5.

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

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

2.

All capital assets sold or dismantled have been properly accounted for in the books of the
Organization.

3.

Appropriate rates have been used to amortize the assets over their estimated useful lives
and the provisions were calculated on a basis consistent with that of the previous period.

4.

The Organization has good title to the properties represented by the balance carried in the
capital asset accounts, and there are no liens, mortgages or other charges against any of
the capital assets shown on the books of the Organization.

5.

Where the value of any capital assets has been impaired, this fact has been disclosed to
you.

D

sc RA
us F
T
si
on
on

ly

1.

Liabilities and Commitments

At the year end, with the exception of relatively immaterial obligations for which
invoices had not been received or which otherwise 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 all contingent liabilities (e.g., discounted receivables or drafts,
guarantees, pending or unsettled suits, matters in dispute) have been disclosed in the
notes to the financial statements.

3.

The Organization has complied 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, conditions or other requirements of all outstanding debt.
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At the year-end, all unusual commitments and contractual obligations that were not in the
ordinary course of business or that might have an adverse effect upon the Organization
have been disclosed in the notes to the financial statements.

5.

All claims outstanding against the Organization or possible claims have been disclosed to
you and, where appropriate, reflected in the financial statements or notes thereto.

6.

We understand that any illegal or possibly illegal act could damage the Organization or
its reputation or give rise to a claim or claims against the Organization. We are not
aware of any violations or possible violations of law or regulations the effects of which
should be considered for disclosure in the financial statements or as the basis for
recording a contingent loss.
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4.

Statement of Operations

All of the revenues of the Organization for the year has been recorded in the books of
account and disclosed in the financial statements.

2.

The statement of operations contains no extraordinary or non-recurring items of material
amount except as shown thereon.
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1.

Restrictions

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 to your attention
and are appropriately disclosed in the financial statements. The Organization complied
with all restrictions, requirements or conditions which, in the event of non-compliance
could have a significant effect on the financial statements.

2.

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

Corporate Minutes
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1.
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The minute books of the Organization contain an accurate record of all of the business transacted
at meetings of the Board of directors and committees of directors up to the date of this letter.
Controlled and Related Entities
1.

All subsidiaries and controlled not-for-profit organizations have been accurately reflected
in the financial statements.

Page 5 of 9

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.

2.

There have been no exchanges of goods or services with any related parties for which
appropriate accounting recognition and financial statement disclosure has not been given.

Recognition, Measurement and Disclosure
Significant assumptions used in arriving at the fair values of financial instruments as
measured and disclosed in the financial statements are reasonable and appropriate in the
circumstances.

2.

The Organization has no plans or intentions that may materially affect the carrying value
or classification of assets and liabilities reflected in the financial statements.

3.

The nature of all material measurement uncertainties has been appropriately 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.

4.

The Organization did not undertake any material non-monetary transactions or
transactions for no consideration during the financial reporting period under
consideration.
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Going Concern
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1.
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We confirm that we have assessed the Organization's ability to continue as a going concern,
taking into account all information which is at least twelve months from the year-end date, and
we conclude that the Organization is able to continue as a going concern for the foreseeable
future.
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Other Information
Other information consists of financial or non-financial information (other than financial
statements and the auditor’s report thereon) included in an entity’s annual report. An annual
report is a document, or combination of documents, prepared typically on an annual basis by
management or those charged with governance in accordance with law, regulation or custom, the
purpose of which is to provide owners or stakeholders with information on the Organization's
operations and the Organization's financial results and financial position as set out in the
financial statements.
We have informed you of all the documents that we expect to issue that may comprise
“other information”.
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General

We are unaware of any frauds or possible frauds having been committed by the
Organization, its employees or any of its directors and officers and 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.

2.

We have no knowledge of any allegations of fraud or suspected fraud affecting the
Organization's financial statements.

3.

We acknowledge that we are responsible for the implementation and operation of internal
controls that are designed to prevent and detect fraud and error.

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 uncorrected misstatements
is attached to the representation letter.

6.

In the course of your audit of our financial statements for the year ended December 31,
2018, 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 Organization.
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Events Subsequent to the Year-end
No facts have been discovered which necessitate material adjustment to the year-end figures or
disclosure in the notes to the financial statements.
Yours very truly,
TORONTO ATMOSPHERIC FUND
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Jason Wong

Per
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Julia Langer
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Toronto Atmospheric Fund
Year End: December 31, 2018
Adjusting journal entries
Number

Date

Name

Account No

Debit

1

2018-12-31

ONT-endowment-received-2016-Nov

3515

1

2018-12-31

Audit adjustments

3590

22,000.00

1

2018-12-31

Stabilization Fund - ON

3612

250,986.00

1

2018-12-31

Reconciliation Discrepancies

66900

Credit
-250,986.00

-22,000.00

To reconcile opening ontario fund balances
2

2018-12-31

Ltd Ptships+Private Equity-CDN$

1399

2

2018-12-31

Investment Revenue-Transfer to DLForum

4175

67,818.66
-67,818.66

To recognize distribution received
from Investeco investment per confirmation
3

2018-12-31

Ltd Ptships+Private Equity-CDN$

1399

3

2018-12-31

Investment Revenue-Transfer to DLForum

4175

-3,000.00
3,000.00

To record the disposition of shares previously owned by ECC.
4

2018-12-31

Accum dep Computer-Office Equip

1618

4

2018-12-31

Depreciation-Amortization Exps

5830

-25,970.00
25,970.00

To book amortization on office renovation
5

2018-12-31

Deferred Rev-allocate from TO

4720-1

5

2018-12-31

Deferred Revenue-allocate to ON

4720-2

-163,236.00
163,236.00

To reverse allocation entry double booked by client
6

2018-12-31

TO-TDAM-gain/loss

1363

6

2018-12-31

TO-Gross Returns-TDAMgmnt

4160

-850,005.94
850,005.94

To adjust investment account balance per investment report
29,341.00

7

2018-12-31

Accrued Liabilities

2105

7

2018-12-31

Statutories - Employer's Costs

5060

-1,884.00

7

2018-12-31

Gross Salaries

5110

-26,772.00

7

2018-12-31

EHT-Employer Health Tax

5115

-522.00

7

2018-12-31

Payroll Service Fees

5135

-30.00

7

2018-12-31

LTD Premiums - Pd by Core Staff

5151

-133.00

To reverse 2017 payroll and benefits accrual
8

2018-12-31

Payroll clearing

1030

8

2018-12-31

Prepaid Deposits and Expenses

1500

-55,004.70
55,004.70

To reclass prepaid payroll to the correct prepaid asset account
9

2018-12-31

Accrued Liabilities

2105

9

2018-12-31

Audit-Accounting-Advisory-Serv

5530

To correct audit fee accrual

6,850.00
-6,850.00

10

2018-12-31

Long Term A/R External Fundings

1299

10

2018-12-31

Unearned-Rev-TW-ee

2309

10

2018-12-31

Foundation/ Non Profit

4496

10

2018-12-31

Recognize-Deferred Revs-Various

4710

12,747.00
-12,747.00
-12,747.00
12,747.00

To reallocate external funding
received from funding receivable
11

2018-12-31

Ltd Ptships-in US$

1397

11

2018-12-31

Ltd Ptships-FX Conversion

1398

11

2018-12-31

Investment Revenue-Transfer to DLForum

4175

-45,443.00
-16,550.00
61,993.00

To record impairment provision for greensoil investment
12

2018-12-31

ADMIN portion of staff costs

5205

12

2018-12-31

Admin Portion of Payroll to ON

5176-1

257,037.48

-734,392.80

12

2018-12-31

ADMIN portion-Payroll from TO

5176-2

477,355.32

To correct adjustments allocation
made by client in reverse signs
13

2018-12-31

NEW-External Funds-Other Govt (non muni)

4492

13

2018-12-31

LT-A/R-External Funding-TO-old

1299-1

-36,072.00
36,072.00

To recognize additional income booked against receivable
14

2018-12-31

Accrued Liabilities

2105

14

2018-12-31

TO-GEN performance fee

4229

156,507.00
-156,507.00

To reverse PY accrual related to PY investment transactions
15

2018-12-31

Accrued Liabilities

2105

15

2018-12-31

Statutories - Employer's Costs

5060

-2,200.00

15

2018-12-31

Gross Salaries

5110

-30,918.00

15

2018-12-31

EHT-Employer Health Tax

5115

-603.00

15

2018-12-31

Payroll Service Fees

5135

-34.00

15

2018-12-31

LTD Premiums - Pd by Core Staff

5151

-149.00

33,904.00

To reverse payroll accrual for
days covered in 2018F for PP1 in 2019F, as amounts were prepaid in
16

2018-12-31

Accrued Liabilities

2105

16

2018-12-31

Unearned revenue-various

2307

15,000.00

-15,000.00

70,000.00

To reclassify advanced payment
received from EC1 related to legal fee reimbursement
17

2018-12-31

Gen Reserve for Credit Losses

1298

17

2018-12-31

ESPA Provisions:1694 Provision for credit

1694

17

2018-12-31

Allowance for Credit Losses

4395

17

2018-12-31

Warranty provision-ESPAs only

7092

To provide provision for ESPA
project and to reduce credit provision for loan receivables

-190,000.00
-70,000.00
190,000.00

Toronto Atmospheric Fund
Year End: December 31, 2018
Uncorrected audit misstatements
Date: 2018-01-01 To 2018-12-31

Date

Name

Account No

Debit

Credit

U1

2018-12-31

Accumulated Amortization TCHC

1609

U1

2018-12-31

Acc. Amortiz-EE-Eq-RobertCooke

1648

U1

2018-12-31

Acc. Amort. EE Equip @Perth Ave

1658

U1

2018-12-31

Acc. Amortz. EE Equip YMCA

1668

U1

2018-12-31

Accumulated Amortization Rouge

1675

U1

2018-12-31

Accum Amort EE Equip

1688

U1

2018-12-31

Accumulated Amort, Four Winds

1699

379.44

U1

2018-12-31

Depreciation-Amortization Exps

5830

30,671.14

U1

2018-12-31

Acc. Amortization MarineHeight

1602-3

13,031.68

-39,820.66
-32,722.57
20,345.35
-10,397.00
19,640.06
-1,127.44

Capital assets
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To adjust client's amortization on
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Number

U2

2018-12-31

HST collected on invoices

2130

U2

2018-12-31

Miscellaneous Income

4975

31,173.00

-31,173.00

To true up HST difference

U3

2018-12-31

UnEarned Rev. Incubate Cdn AF's

2301

U3

2018-12-31

Recognize-Deferred Revs-Various

4710

6,653.00

-6,653.00

D

To record difference on deferred
revenue
U4

2018-12-31

Ltd Ptships-in US$

1397

U4

2018-12-31

Investment Revenue-Transfer to DLForum

4175

14,801.00

-14,801.00

45,430.00

To record potential additional

di

impairment on greensoil investment
2018-12-31

ESPA Provisions:1694 Provision for credit

1694

U5

2018-12-31

Warranty provision-ESPAs only

7092

r

U5

Fo

To record over provision on ESPA
capital assets

-45,430.00

