Internal Audit Report to the Tisarana Board
 for the Year ended December 31, 2019
A. Background

As per Tisarana By-law 17.1, the general members elect three internal auditors at the Annual General Meeting held each year to serve as the Audit Committee.  The auditors are members of the Tisarana community and independent of the Board of Directors and Finance Committee in carrying out their assigned review role. This independence promotes a situation free of conflict of interest in carrying out tasks and ensures transparency in the reporting of review results.
At the Annual General Meeting held November 17, 2019 three internal auditors were elected for the 2019 fiscal year: Gamini Silva, Andrew Dumbrille and Curtis Breslin.  In fact, the work of the 2019 audit was carried out by only one auditor because of the impact of social distancing restrictions related to the Covid-19 pandemic on the manner in which tests could be performed. 
The 2019 audit review was conducted in 2020 after the financial year-end statements were provided to the Audit Committee by the Treasurer.   

B. Approach to the 2019 Audit

Based on a request to the audit team from the Tisarana Board, a revised approach to the audit work was undertaken for fiscal 2019 as described in detail in section C below.  In general, the Board sought to focus audit testing on the proper transition to a new accounting software package while reducing detailed tracing of transactions to source documents.  The Board also requested that the physical presence of auditors at the monastery be reduced due to the unusual circumstances arising from the Covid-19 pandemic. 

The audit team agrees with these suggested changes based on the following rationale.
1. The focus of detailed testing on the implementation of the new software system is justified based on the significant potential risks of missing or duplicating the recording of transactions when shifting from one ledger system to the other.  Such errors could have a material impact on the accuracy and completeness of the financial statements or donor records for tax receipt purposes given the three month period associated with the transition.

2. The tracing of ledger transactions to source documents can be reduced for 2019 because of a parallel review of the HST recoverable accounts undertaken by a supporter of the monastery.  In determining the correct amount of recoverable to be requested from the government, the parallel review traced all claimed amounts for 2018 and 2019 back to source invoices. This work provides reasonable evidence that ledger entries were adequately supported by source documents. In addition, we have been informed that recommendations from the previous audit were addressed to strengthen the retention of source documents. 
3. The audit was done through review of financial records, ledgers, and supporting analyses both during and after videoconferencing sessions between an audit team member and the 2019 Tisarana Treasurer.  This approach avoided the necessity of site visits to the monastery by the audit team.  Because of the complexity of this work and the physical limitations imposed by the Covid-19 pandemic, the audit was conducted by one member of the audit team who subsequently briefed the other two auditors on the results of his review.

The changed approach to the 2019 audit is considered necessary because of unique circumstances related to a major transition in accounting software and the circumstances of the pandemic.  The changes made are considered situational and not meant to reflect a permanent change in audit policy or practice.

C. Work Undertaken

The Sage ledger software was the primary financial record until September 30, 2019 when it was replaced by the Quickbooks ledger software.  Because donor records and the year end program used to generate tax receipts were principally aligned to the Sage ledger, it was necessary to re-integrate the October – December 31 transactions recorded in Quickbooks back into the Sage ledger. This reintegration of Quickbooks transactions to the Sage ledger was the primary focus of the audit because of the potential for error. Special attention was also paid to adjustments made to donor accounts and review of the year end procedures to generate tax receipts. 
Principal tests included the following procedures:

1. Verify that October – December transactions recorded in Quickbooks were properly transferred to Sage (either by journal entry or direct adjustment of donor records).

2. Ensure that the December 31 Sage account balances reconcile to the Quickbooks account balances after the integration of October-December transactions in Sage.

3. Account for all of the movements of cash between various bank accounts in Quickbooks and agree the year end balances to the bank statements. This step was significant in 2019 due to a change in banks, from Scotiabank to TD Canada Trust, made towards the end of the year.
4. Review closing entries made to the Sage ledger and ensure adjustments were consistent with generally accepted accounting standards. These adjustments include the normal entries for year end accruals, depreciation of assets, setting up the deferred revenue for the year, etc.
5. Trace all Sage ledger balances to the financial statements. Review account balances for reasonableness.
6. Review the detailed analysis and reported results from the HST recoverable exercise.  Review the adjusting HST entry made to the 2018 and 2019 financial statements. 
7. Review the reconciliation of the Sage ledger donor accounts to the summary report generated by the program that creates tax receipts for the year.

D. Audit Review Results

The following findings arose from the audit review:

Accuracy and Completeness of the 2019 Financial Statements
Based on review of the financial ledgers, adjusting entries and supporting analyses, it is concluded that the financial statements accurately reflect the transactions of the Corporation for the year ended December 31, 2019.  Nothing has come to the attention of the auditor that causes him to believe that the financial statements are not, in all material respects, fairly presented. 

Tax-Receipted Donations 

Analysis of the donations and the financial ledgers confirmed that no discrepancies exist between donations received and tax receipts prepared.  

Supporting Documentation 

No opinion is expressed as to whether expense transactions are fully supported by source documents. However, review of management analyses of transactions supporting the 2019 HST claim provides reasonable assurance that financial transactions are adequately supported by source documentation. 
HST Review

As noted in section B.2 above, a comprehensive review was undertaken by a supporter of the monastery to verify the HST recoverable recorded in the ledger.  A report was generated documenting the kinds of purchases where errors were made in the recording of HST entries. Subsequently, the financial ledger was adjusted to correct calculation errors made. The claim made to the government reflected the revised, corrected amounts.
Recommendation:  

The Finance Committee should continue to investigate procedures to ensure that all HST recoverable entries are properly calculated with attention to those types of transactions that have given rise to errors in the past.

Audit Report for the year ended December 31, 2019
I have audited the financial statements of Tisarana Monastery for the year ended December 31, 2019.
Management’s responsibility for the financial statements:
Management is responsible for the preparation and fair presentation of these financial statements in accordance with Canadian accepted accounting principles, and for such internal controls necessary for the management of donated funds, that are free from material misstatements.
Audit Committee responsibility & audit process:
Emphasis was placed on review of the 2019 financial statements including examination of detailed supporting records, analytical procedures and other tests to ensure the accuracy and completeness of reported financial statement balances.  Assessment was also made of adjusting entries to ensure they were consistent with generally accepted accounting standards.

Opinion:
The financial statements accurately reflect the transactions of the Corporation for the year ended December 31, 2019.  Nothing has come to the attention of the auditor that causes him to believe that the financial statements are not, in all material respects, in accordance with Canadian accounting standards for not-for-profit organizations. 

Gamini Silva    
4 December 2020
