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AUDIT STATUS o

report after the following outstandlng matters are completed:

° Receipt of the signed management representation Ietter

° Board approval of the draft féﬁ@hual statements ,:.;?

° Final subsequent review uﬁfgp%ate of approval of; t@ f?nanaal statements

° Receipt of a loan conflrma;, on “M%%;? gj;m\}

° Board approval of th fgﬁd&fﬁ@nsfer to/from the&éblllzatlon funds

° Receipt of certain mv@stm t's audited flnaﬂﬁlaii;tatements for valuation testing
S " AC

° Review of manag%m&amnafysm on Ioagj”s\reL:elvable provision

-smsg

If any significant matters arise b“agwgéw‘th% date of th‘rs\mport and the signing of our audit report
we will raise them with you. Théwfoﬂ:owmg paragt‘aphs provide information we are required to
communicate with you |n écgomanc Jith Cana&téﬁsenerally accepted auditing standards.

QUALITATIVE ASPECT%Q?“”A&E‘?JUW%ING PRAE&JEI;S AND FINANCIAL REPORTING

Our audit mcIudeswtonsﬂ‘ﬂ raﬁwﬁ of the c{q’gﬂ\tatlve aspects of the financial reporting process,
including matter;’ ;«ﬁat h 2 S|gn|f|car&1~\{rﬁpact on the relevance, reliability, comparability,
understandablllt’%and’*mag rf’allty of thgmfgrmatlon provided in the financial statements.

~

The following are matters‘that would\ﬁk ‘to draw your attention to with respect to the qualitative
aspects of the organization's accoqnﬂ‘ng practices:

Federation of Canadlan Mumapalltles (FCM), along with $2 million in operating funding. 6M
pertains to the Governrﬁéﬁ’c“gf Canada Fund. A funding agreement was signed by TAF, the City of
Toronto and FCM.
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Consequently, an externally restricted fund - Government of Canada was added this year. TAF's
administrative expenses are allocated to the three funds proportionally m acﬁfp‘"rdance with the
net asset value of each fund. SaIarles and employee benefits are Tall‘@cated based on

allocations are based on the project and the proponent charaqteﬂé\tlcs Investments are
maintained and returns accrue to the respective funds. Welch r“a\ae/Wed the earnings and
allocation of such expenses between the three funds.

Investment Marketable Securities / .

“f %m“m%%
In accordance with the TAF Act, mon-%ﬁ‘that are%ﬁbt |mmed|a¢e§y required are in the custody of
the City of Toronto, and are investe g\ vﬁﬁks pooled funds;Ddﬂng the year, no new funds were
added to the mix of investments. A at ember 31, ZOZQ ifh,e fair value of the total marketable
securities was $78.1M, of which $22. GM rgms to the Clty Df Toronto Fund, $15.5M pertains to
the Province of Ontario Fund *’W@M pertains .fjfé\the Government of Canada Fund. The
realized gains from mvestmenti es‘g,nwﬁ on the stat\“éments of operations for each of the fund,
and the changes in unrealized’ gau;ls from mygsl’tme*nt is presented on the statements of

remeasurement gains angﬁossas foﬁ“gs%h of the*fuﬂd

sa,‘,b g,wm,%

Welch confirmed mvgstm@% h%?émgs dlre“C:tjy with each investment fund manager and
performed recalculatlon %t ealized an& %Feallzed gain or losses from investments, and
proposed adjustmeﬁt&smto Rres “@/t the reqﬁzégl and unrealized gain or losses on the financial
statements to mgéteﬂaccou?}n}wg presenta’ciwi;equwements

&)

Investment Direct ln\i‘&iwg‘fvts and prryf,a(efeqwty

ﬁ\

TAF also invests in various prlvat@&e‘qplty funds. The private equity funds are valued at cost as
market value is not readily detepmma”ble During the year, no new fund was added to the mix of
investments. As at December ,31 WZOZO the cost of the total investments in private equity was
$868K, of which $630K per’g@nﬁ 10 ythe City of Toronto Fund, and $238K pertains to the Province of
Ontario Fund. Welch conflrmeci;;nvestment holdings directly with each investment fund manager.

Any potential gains from“““i\ﬂﬁ“/iéstment from the increase in value of the assets are not recorded,
and Welch performedan assessment for any potential impairment required based on available
financial |nformat|onf|h€]nd|ng the audited financial statements of each fund. As at December 31,

2020, we did not rder}tﬁy any material potential impairment.
(’ "f kd

N,
P, “'x
\\\’»f
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Loan Receivables

f’\
TAF advanced various loans to building owners for energy efficiency measureﬁahd private funds
focuses on clean technology. The total balance receivable as at December 3 “‘“2920 is $2.57M. The

largest two loan receivable balances are:

/ f"‘"ﬂ»\\ 7
natural gas from industrial wast%ﬁblo gas to inject into _the Mbulk natural gas supply
pipeline and sell through a long-¢ %off-take agreemenf f?Fﬁe accumulated investment
made by TAF as at December 3 s $966K CAD. /7 /2
Yy @

e A loan receivable from a Zynﬁ WhICh focuses on 3
technology that uses alggeﬁo move nitrogen/ »amd phosphorous The accumulated
investment made by TAF as’ at%Déie\,mber 31, ZOZGWaS S$740K USD ($990K CAD).

7 RN,
During the year, management{g?%thgre is an méfﬁeas@d risk of potential impairment from
loan receivable, and consequenw\%ﬁﬁﬁg’ément |ncrea$ed the allowance for credit loss to $240K
from prior year's $20K agamg@gﬂthe koaﬁ; balances Py T/

\”s«? x“wf}

f
Energy Savings Performa‘nﬁ‘e ?gree"?w@nt ("ESPA")
g ‘%%9 f*”w
ESPAs are financing pToQ@ 5., Wwhich enal:ﬂe;?wldmg owners to retrofit and upgrade their
buildings' energy p“érfo??‘n ncé‘%fThey aref@“uitlyear contracts where TAF provides a turnkey
energy efficiencyy rg“(roflt E the bwldlﬁQ@Wner who undertakes to repay TAF from realized
energy cost saw‘ﬁg&xﬁurlpé he year, tbérﬁ; was one new ESPA signed. Welch performed testing
on the revenue receive. rpm emstngESP’As on a sample basis. No issue noted.There is a reserve
account in the amount of $190K tqb&used against potential maintenance, equipment failures,
disputes and credit issues (mcIud{Qg,}IsegaI and other professional services) resulting from ESPA
projects. Welch reviewed the re&@erablllty of the ESPA capital assets by comparing the future
cash flow of the ESPA pro;ects,:; e net assets value of the ESPA projects. Welch projected a
potential over-provision of: 596&" elch have addressed this in the misstatement section of the
report. '
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CoVID-19
f\

In mid-March 2020, the Province of Ontario declared a state of emergengxﬁ“response to the
public health concerns originating from the spread of the coronavirus. ﬁtsease TAF's office
continued to be closed since then with employees wokring from home«Mthlle several ongoing
projects were delayed or postponed, TAF's management assessed‘”\ghe overall day-to-day
operations of TAF has not been significantly impacted. TAF's managenrtent is working with TAF's
investment manager, to closely monitor thefa pact of TAF's mvestment as a result of the market
declines. While there were no significant degline in market value Qf;{l;ﬁe marketable securities in
2020, management assessed an mcreass”e‘gh risk. of mpanrment@f’?éan receivable. See further
details on Loans receivable section O]féf‘?fls re“p@gt%A mgmﬂcar{kd*egree of uncertainty persists
surrounding the full economic impac t,i;@ situation. Conséq%léfntly, at the time of issuance of
these financial statements, the effgct{;t}é Ahe decline in e’c;o“mamlc activity on TAF's operations,
assets, liabilities, revenues and expeﬁa@s not yet kncwm‘“"l‘hls uncertainty has been disclosed

in the financial statements. f;%%:‘?g «;*j{f“k‘
MANAGEMENT REPRESENTAle@&j ~ NN
\ { AN

It is necessary for u&s“ to** ob%@ writtex. “xrépresentatlons from management as an
acknowledgement of tf}éll? res pg@s ility for the falr’"’presentatlon of the financial statements and
as audit evidence on rﬁqttéﬁséfnaterlal to thef fmwanaal statements. We have provided a draft of
the letter of represemtlé”ﬁ%m pendix A. :Mﬁanagement has committed to provide us with a
signed copy of the kel;twefwgn‘%@ date to co[nmdeswth the date of our auditors’ report.

é‘” Y
MISSTATEMENT@W R f% // & )

MM o

The corrected and uncorrected mlsstétements identified during our audit are included in the
management letter of representatmn w

'“"'z ey

;, o &y
SIGNIFICANT DEFICIENCIES IN I TERNAL CONTROL

S e

4‘\?‘

SN
“mﬂ_\i ,f

Audit Committee.

‘*«.f

INDEPENDENCE ~

Canadian generally ac&epted auditing standards require that we communicate at least annually
with you regardl,ng aFF relationships between Toronto Atmospheric Fund and us that, in our
professional Judgmgnt 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

1. Significant Accounting Policies

TAF’s significant accounting policies are disclosed in the notes to the flngnma /statements.

)
\ W/;‘
During the year there were no new accounting policies or changes to existing accounting policies.

/ s
2. Management’s Judgments and AccouryfngEstimates %),

{‘M

qz\

During the year we encountered theﬁ@ﬂowmg%sltuatlons thaf&e’qwred significant judgments
and/or estimates to be made by manfgg megt i{"}’?’f
g 2@* z’.«f"

e ESPA Provisions - The emn“l%at made relatemf‘e«fthe provisions for losses due to
maintenance, equipment fallurew;%putes anﬁgnqdlt issues.

!‘y : MM‘W&%« Q \
e Loan Receivables PrQ &Qﬁf «*”The estlmates "and judgement made relate to the
provisions for Iosses due ) 70) G@”ectlblhtyzpf‘ld’aﬁs receivable.
fﬁ\ “w f}
We have addressed theﬁe ters @bove in the QE]*ahtatwe Aspects of Accounting Practices and

P

Financial Reporting sec%t@n“@s e report s
&

PNy
NEW CANADIAN Ayml ?Y&NDN}IRD f{\

"
j f?/-n.. M;

S .
CAS 540 Auditing. gcm;gntﬁ:é estimates; ayh(% felated disclosures

Our audit includes con%“‘i@eratlon of'f/ qualltatlve aspects of the financial reporting process,
including matters that have 5|gn|ﬁ¢ant impact on the relevance, reliability, comparability,
understandability and materlallty@T\gF(e information provided in the financial statements.

audit approach in the cu'rr‘““mtxyear to enhance our evaluation of estlmates As we gain a more in
depth understanding of m\‘liagement s processes as they relate to accounting for estimates, we
will be more apt to determme the likelihood of risks occurring and their ultimate impact of
possible mlsstatementqwithln the organization's financial statements.

We draw partlciﬂa“r ‘afftention to the estimates surrounding investment and loan receivable
impairment. Wh”l‘e&;ge did not rely on controls as management is responsible for the execution of
the evaluation, we concluded that the related inherent risk as it pertains to the accounting for the
impairment of investment and loan receivable was higher based on the following factors:
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° the high level of estimation uncertainty;

° the assumptions used in the exercise and the selection of the a@m\?nptlons being
somewhat subjective and thus prone to management bias. Y

.......

Taking into account the factors noted above, the risk of material/ rmﬂgSta‘tement of the loan
receivable impairment constitutes a material risk; however, we M@[ﬁé able to accumulate

sufficient appropriate audit evidence to support management's conclusion that the provision on
impairment of loan receivable is reasonabl %lmated based on therh?brmatlon available.

/me «w»‘

Due to the relatively few number of &Qg I‘“mgmﬂwcomplemty ‘of'fgrhe other types of estimates
involved in your financial statements, X/vé“ have con&luded thamﬁgf]r related risk as they pertain to
the accounting for estimates is Iowg ff Ef S

There are no other matters with re?be%%o the quahfétwe aspects of accounting practices
surrounding estimates that vy@*“ww d?aw your@(:centﬂon to in relation to the financial

statements for the 2020 year flé*gjﬁfzfé%fcmw *“‘;j;?
g";: e/
MATTERS TO BE COMMUM@ATED \} L/
fé@ f"’ %ﬁ, e,uﬂm@% *«\:::1;
Other sections of Cangdla@ Ag;ﬁﬁmg Standards. require us to communicate with those charged
with governance in a nur specific urcu&iﬁ&@nces
° Whef*ﬁe:w;é ehgou ter unusuaL\Eated party transactions or significant matters
re}étgd tor Ia?ed party tranS‘a(;tlons
: f
o Whe°m wé%rfﬁounter otﬁet@tzansactlons that were unusual or not in the normal
course oﬁ)ﬂsmess
° Where we suspect @ir@‘e{ect fraud;
o Where there is mngs‘astency between the financial statements and other
information in t;i@cqments containing the financial statements; and
e waf
° Where we b&Lé&e there may be non-compliance with legislative or regulatory
reqmreme ts) ) )
‘\wf
We did not encounter g;ny such matters during the course of our audit.
u\ \
ACKNOWLEDGEMENTS

;
During the COUI’SG\‘Gf 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
MS5G 1P4

To be determined

Welch LLP

36 Toronto Street
Suite 1070
Toronto, ON
M5C 2C5

To whom it may concern:

th e financial statements of Toronto
Atmospheric Fund (the "Organ}ﬁﬁmg for the year endé& ‘December 31, 2020, 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 ic- se&ctor accounting standards for

\‘Z

accounting system
circumstances, 1&' no l f I ﬁor can it necessarlly be expected to disclose, fraud,

Certain representations in this letter ai eac{escrlbed as being limited to matters that are material.
An 1tem is cons1dered material, regarﬁfléss of its monetary value, 1f it is probable that its
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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)
%\k % rd Mm%v?«
() Unrestrlcted access“go“ﬁ lfsons 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.
Rev. 2020-02 Page 2 of 8
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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.

Rev. 2020-02 Page 3 of 8
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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.

Rev. 2020-02 Page 4 of 8
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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 effeqts fjgg‘corrected misstatements are immaterial, both individually and in the
aggregat% ) 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,
2020, 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 cons1dered fnecessary to
present fairly the financial position and operating results of our Org atlon

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

e
Per — .

Robert Wotten
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