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September 11, 2019 

 
New Path Foundation  
165 Ferris Lane 
Barrie, ON  
L4M 2Y1 
 

 

Dear Mr. Thomson, President and CEO 
 

During the course of our audit of the financial statements of New Path Foundation  for the year 
ended March 31, 2019, we identified matters which may be of interest to management. The 
objective of an audit is to obtain reasonable assurance whether the financial statements are free 
of any material misstatement and it is not designed to identify matters that may be of interest to 
management in discharging its responsibilities. Accordingly an audit would not usually identify all 
such matters. 

 

The responsibility for producing financial statements and ensuring adequate internal controls and 
sound business practices is the responsibility of the Board of Directors through management and is 
a part of management's overall responsibility for the ongoing activities of the organization. Policies 
and procedures developed by the organization to safeguard its assets and to provide reasonable 
assurance that errors and irregularities or illegal acts are promptly identified, must be properly 
monitored to ensure that all staff are complying with the guidelines provided. Where we 
determined, from our testing, that there exists a need for improvement in existing systems of 
internal control or if we detected that the organization's staff are not complying with the critical 
accounting policies and procedures provided by management, we increased our year-end testing of 
account balances to ensure that audit risk was kept to an appropriately low level. 

 

The comments and concerns expressed herein did not have a material effect on the organization's 
financial statements and, as such, our opinion thereon was without reservation. However, in order 
for the organization to ensure the safeguarding of its assets and the accuracy of its records, we 
believe our comments and concerns should be taken into consideration by management. Our 
comments are not intended to reflect upon the honesty or competence of the organization's 
employees. 

 

The matters we have identified are discussed in Appendix 1. 

 

This communication is prepared solely for the information of management and is not intended for 
any other purposes. We accept no responsibility to a third party who uses this communication. 

 

We shall be pleased to discuss with you further any matters mentioned in this report at your 
convenience. 
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Yours truly, 

 

 

 

Kerri Graham, CPA, CA 
Partner 
BDO Canada LLP 
Chartered Professional Accountants, Licensed Public Accountants 
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Appendix 1 

 

Deferral of Contributions for the Purchase of Capital Assets 

Contributions received for the purchase of capital asset items are not currently being deferred and 
amortized over the estiamted useful life of the related capital asset.  As a result, deferred revenue 
and related amortization of deferred capital contributions may be misstated.  

Any contributions received from tenants which relate to reimbursements for capital items should 
be deferred and amortized at the same rate as the related capital asset.  In addition, the 
organization should keep a continuity schedule of the deferred contributions related to capital 
assets that shows the additioans during the year and the related amortization of current and prior 
period balances.  

Lease Agreements 

During the course of the audit, we noted instances of inconsistencies related to the lease 
agreements for the Orillia Common Roof.  Some inconsistencies encountered as as follows: copies 
of lease agreements provided were not signed/dated, the square footage per the lease agreements 
were not reflective of the actual square footage being rented, the square footaged per the MITU 
allocation was not consistent with the square footage per the lease greements, the adminsitrative 
fee per the agreement was not consistent with the administrative fee being billed and copies of 
signed agreements could not be located.   

Because of the above, the organization’s interests will not be protected in the event of non-
compliance with lease terms in the cases of those tentants where the organization does not have 
a copy of the finalized/agreed upon terms. 

We recommend that management reviews each of the lease agreements in deatil, obtain/draft 
revised lease agreements where applicable and ensures that a formal finazlied lease agreement is 
on hand for each organization and is consistent with the rent being billed each month.  We 
understand that management completed this for the Barrie Common Roof location in the current 
year and is in the process of updating the leases for the Orillia Common Roof as they come due.   

As was done in the current year, the organization should continue to prepare a reconciliation of 
the rental revenue and MITU amounts by each tenant that agrees to the rental agreements and 
that in total agrees to the total rental revenue and MITU charges in the general ledger and financial 
statements.   

Payments to Vendors 

During the course of the audit, it was noted that there were a few instances where vendors were 
paid based on estimates or quotes rather than actual invoices received from the vendor.  

As a result of the above, one vendor was paid twice; one time as per the quote amount and then 
again when the actual invoice was received. In addition to the risk of overpayment or payment of 
an inaccurate amount, payments based on a quote could result in a cut-off issue at year end; where 
the expenses are recorded before the goods/services are actually received.   

It is recommended that payments only be made upon receipt of the final invoice and when the 
goods have been received/service completed. Where deposits are required to be paid based on a 
quote or estimate, these deposits should be flagged by the bookkeeper and when the actual invoice 
is received, furthermore, it should be compared to the quote/estimate to ensure that the correct 
final payment is made. 
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HST Filings 

Per our review of the fiscal 2019 HST returns it was noted that they were not accrurately completed 
and filed with the CRA.  Management is aware of the issue and is planning on amending the next 
HST filing to correct the errors. We recommend that HST returns are reviewed by someone other 
than the preparer of the returns and that the returns are agreed to and reconciled to the general 
ledger. 

 

HST – Simplified Charity Method 

During our HST specialist’s review of HST during the year end audit, a potential significant refund 
opportunity was identified. As per our communications with management, New Path Foundation 
has not filed a GST 488 election and as a result should be using the “simplified charity” method. 

Under the simplified charity method the Foundation would be required to only remit 60% of HST 
charged on revenues, claim Investment Tax Credit’s on the HST paid on captial purchases and HST 
rebate on all other purchases.  Applying the simplified method, could result in a refund of 
approximately $45,000 for fiscal 2019 alone.  New Path Foundation would be allowed to go back 
4 years and restate returns, resulting in a potentially further significant recovery.  

It is recommended that this election be filed as soon as possible. Please reach out to us and let us 
know if you would like to discuss the above matter further with our HST specialist and discuss next 
steps.  
 

HST on Purchase of Building 

Subsequent to year-end, the Foundation purchased a building in Collingwood.  As a GST/HST 
registrant, New Path Foundation is required to self-assess the applicable HST on the HST return for 
the quarter ended September 30, 2019. 

 
In addition, similar to the Barrie and Orillia Common Roof locations, a GST26 election must be filed 
for the Collingwood location before the end of October.  If this election is made, an Investment 
Tax Credit (ITC) can be claimed on your September 30, 2019 return to fully offset the self-assessed 
tax.  If this election is not made, then only the charity rebate can be claimed against the self-
assessed tax, resulting in additional funds having to be paid. 

 
Please let us know if you need assistance from our HST specialists with regards to filing this 
election.  
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