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Report to the Board of Directors
Audit strategy and results

Purpose of report and scope
The purpose of this report dated May 5, 2020 is to engage in an open dialogue with you regarding our audit of the
financial statements of Pulmonary Hypertension Association of Canada (the "Pulmonary Hypertension Association
of Canada) for the year ended December 31, 2019. This communication will assist you in understanding our overall
audit strategy and results. The information in this document is intended solely for the information and use of the
Board of Directors and management and should not be distributed to other parties.

The purpose of our audit, our responsibilities and your responsibilities were communicated to you in our signed
engagement letter dated May 31, 2019.

Audit approach
Our audit approach involves identifying and assessing risks of material misstatement of the financial statements,
whether due to fraud or error. Misstatements, including omissions, are material if they could reasonably be
expected to influence the economic decisions made by users based on the financial statements. Ultimately,
materiality is a measure of the significance of items to financial statement users, taking both quantitative and
qualitative considerations into account. Without this concept, auditors would need to verify every transaction, which
would not generally be practical, useful or cost effective. We apply a materiality threshold as a basis for focusing
our audit work and, ultimately, to determine what matters will be brought to your attention and what adjustments
need to be made to the financial statements.

The greater the risk of material misstatement associated with an area of the financial statements, the greater the
audit emphasis placed on it in terms of verification. Where the nature of a risk is such that it requires special audit
consideration, it is classified as a significant risk.

Due to the inherent limitations of an audit, there is an unavoidable risk that some material misstatements may not
be detected, and this is particularly true in relation to fraud. The primary responsibility for the prevention and
detection of fraud rests with you.
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Status of our audit
We have substantially completed our audit of the financial statements of the Pulmonary Hypertension Association
of Canada and the results of that audit are included in this report.

Audit results
Area of focus Matter, response and findings

Going concern risk related to impact
of COVID-19

In the period subsequent to your 2019 year end, the COVID-19 pandemic has
affected operations.  We have discussed the effect of this with your
executive director and have determined that no adjustment is necessary to
the financial statements at December 31, 2019 but that the subsequent event
should be disclosed in a note to the financial statements.

Fraud via management override of
internal control

Per the Canadian auditing standards, this is a presumed significant risk. The risk
relates to management's ability to override the controls surrounding financial
reporting in order to report improved financial results, manipulate particular
financial statement areas, or perpetrate other financial fraud.

Our audit procedures included testing journal entries, testing and analyzing
significant accounting estimates for evidence of management bias, and reviewing
significant transactions outside the normal course of business.  Our audit
procedures did not uncover any significant issues.

Fraud in revenue recognition Per the Canadian auditing standards, there is a presumed significant risk of fraud
in revenue recognition. The risk is presumed to apply because past history
indicates that, in financial statement frauds, revenue is an area that is commonly
manipulated.

Our audit procedures included testing revenue-related journal entries, determining
that revenue recognition policies were reasonable based on the accounting
standards followed by the corporation, and were consistently applied, and we
tested revenue types to determine whether the revenue recorded was accurate
and if it did occur Our audit procedures did not uncover any significant issues.

Accounting estimates Accounting estimates include the amortization of capital assets and accruals.

Amortization of capital assets is based on the prescribed rates of the entity’s
accounting policy for capital assets. We have adjusted amortization to account for
any additional items that we capitalized during the audit.

To test the completeness of liabilities, we performed a search for unrecorded
liabilities, and inquired with management regarding any subsequent events,
contingencies, and commitments. We found 2 invoices mainly expense
reimbursements that were submitted in 2020 regarding 2019 expenses that were
not recorded in the proper year.  The total of $125 was small so no adjustment
was considered necessary.
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Area of focus Matter, response and findings

Accounting records We found that the opening balances for all GST/HST accounts did not agree to
the 2018 closing balances as expected. It was also discovered that the GST/HST
is no longer being broken into detailed accounts the reflect the province of
purchase. Instead all GST/HST is posted to a single account, which creates
greater difficulty in calculating the 2019 rebate.

Additionally, we found that opening net assets did not agree to the 2018 closing
per the issued financial statements. We proposed an adjusting entry to correct
this.

We also noted that accounts receivable shows a balance that does not appear to
be a valid receivable of $61 and should be cleared in 2020.

The accounts payable and mastercard payable accounts were inaccurate as well.
The accounts payable subledger is also inaccurate in that it contains payables that
were already paid.  Purchases by credit card have been recorded individually in
the accounts payable subledger rather than under one vendor “credit card” and
then when paid they were not cleared in the subledger but rather were debited to
another general ledger account called “mastercard payable” although they were
never recorded there.  We have proposed adjusting entries to correct this.

The bank reconciliation included several items as outstanding deposits and
outstanding cheques from 2018. Investigation of these outstanding transactions
indicated that they were double posted and so the revenue and expenses for the
year were also inaccurate.  We have proposed adjusting entries to rectify this but
the bank reconciliation will still require all these outstanding items to be marked as
no longer outstanding. We can assist with this if you wish.

As well, there are other items on the bank reconciliation that should be cleared as
they offset one another.

Accuracy of financial information The accounting function does not identify all accounts that need adjustment
thereby requiring us to identify omissions, adjustments and prepare the financial
statements.

The accounting framework requires certain disclosure on financial statements that
require specific knowledge that is too complex for a basic bookkeeper.

We have proposed 13 adjusting journal entries which are reflected in the audited
financial statements. We are available to assist a bookkeeper with instruction on
how to avoid this in 2020 by making several entries before the audit.

We have prepared the financial statements.

Deferred contributions These amounts are subject to revenue recognition principles.

The association’s revenue can either be classified as revenue earned in the
current period or revenue earned in a future period. We have reviewed the
composition of deferred revenue and discussed the cut-off of contribution revenue
with your board as well as performed testing to determine if the revenue was
accurately classified and found no exceptions.

We are required to report to you all significant findings from our audit, including: identified or suspected fraud, non-
compliance with laws or regulations, unreasonable requests by management not to send confirmation requests,
major adjustments to opening balances, related party matters, going concern issues and significant audit difficulties
encountered. Our audit did not identify any significant findings other than those included in the table above.

������������������������������������������
������	�����



Report to the Board of Directors - Audit strategy and results
Pulmonary Hypertension Association of Canada  |  For the year ended December 31, 2019

Uncorrected misstatements
Our audit identified the unadjusted non-trivial misstatements noted below.

Balance sheet Income effect

Description Assets Liabilities [Opening /
Closing] equity

Earnings

To record GIC accrued interest income $ 4,400 $ - $ - $(4,400)

To adjust prepaid expenses to actual as of
12/31/2019

(5,605) - - $5,605

To correct sponsorship revenue
recognized in 2019 but dated in 2018

- - (6,698) 6,698

To correct donation revenue recognized in
2018 but dated in 2018

- - (5,910) 5,910

To adjust for HST rebate received for
2017/18 that was greater than the amount
set up as a receivable on the balance
sheet

- - (3,277) 3,277

To record prior year reversing errors - - 5,118 (5,118)

Total uncorrected misstatements $(1,205) $ - $(10,766) $11,971

Percentage of financial statement amounts (10) % 0% (90) % 100 %

We have discussed the unadjusted misstatements with management and requested that the identified
amounts be adjusted. The amounts have not been adjusted for the following reason(s):

x The amounts of the unadjusted misstatements are not material individually or in aggregate

Other matters
Internal control

We obtain an understanding of internal control over financial reporting to the extent necessary to plan the audit and
to determine the nature, timing and extent of our work. If we become aware of a deficiency in your internal control
over financial reporting, the auditing standards require us to communicate to the Board of Directors those
deficiencies we consider significant. However, a financial statement audit is not designed to provide assurance on
internal control.

Based on the results of our audit, we did not identify any reportable observations.

Independence

We have a rigorous process where we continually monitor and maintain our independence. The process of
maintaining our independence includes, but is not limited to:

x Identification of threats to our independence and putting into place safeguards to mitigate those threats. For
example, we evaluate the independence threat of any non-audit services provided to the Pulmonary
Hypertension Association of Canada

x Confirming the independence of our engagement team members

We have identified no information regarding our independence that in our judgment should be brought to your
attention.
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Technical updates

We are not aware of any upcoming changes to auditing or accounting standards that are likely to have a significant
impact on the Pulmonary Hypertension Association of Canada's financial reporting or the audit requirements.
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