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Other general items

Membership list

Bylaws

Board of directors listing

Officers

Audit and /or finance committee members

Bank signing officers

Financial policies

Board approved financial policies

Details (names and positions held) of authorization levels for:
e purchases;

e hiring;

e contracting;

® receipting.

Insurance

Copy of insurance policy summary or certificate of coverage (auditors will
review the policy, but do not require a copy of the entire document)

Commitments, contingencies
and claims

Copies of leases for property or equipment

A description of any claims and potential claims against the organization,

for example lawsuits or guarantees provided for others

Assets

Bank accounts

Bank reconciliation reports for all bank accounts

Copies of bank statements for last month of year under audit and for first
month after year-end

Investments

Copy of broker statement or

Other documentation supporting investments held at year-end, for
example GIC certificates

Market values for any investments that are publicly traded

Accounts receivable

Aged list of accounts receivable, agreeing to year-end trial balance

List of any accounts from whom collection is in doubt

Inventory

List of inventory on hand, priced at cost
Memo describing;:

e inventory count procedures;

e how cost was determined;

e process followed to ensure all items in inventory have been included
in accounts payable and vice versa.

Property, plant and
equipment

Schedule showing beginning balance, additions, disposals, amortization
calculations, and ending net book value

Calculations related to any significant purchases or disposals during the

year
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Liabilities

Bank debt Loan agreement for any new debt incurred in the year

Summary of interest paid in the year, agreeing to trial balance

Accounts payable List of accounts payable, agreeing to trial balance

Explanation of any items that have been due for more than 90 days

Accrued expenses Details of expenses (including how amounts were calculated) for any
accruals recorded

Details of any expenses incurred which have not been recorded (for

example, utilities, loan interest)

Payroll liabilities Copy of payroll remittance form for the last month of the year

List and amount of any vacation time owed to employees who have not
taken their full vacation

List of any bonuses to be paid after year end

Copy of most recent T4 summary

GST and other taxes Copy of GST remittance or rebate form for the last reporting period of
the year

Copy of property tax invoice and assessment if real estate is owned

Copy of the most recently filed T3010 return (unless prepared by auditor)

Long-term debt Copy of agreement for any new debt assumed in the year
Schedule of payments in the year showing interest and principal payments

Copy of any long-term leases entered into in the year, including property
and/or equipment

Deferred contributions Schedule showing beginning of the year balance(s), new contributions,

and amounts spent for each source of funding with specific purposes

Contracts, funding agreements or letters indicating funding purpose from
each funder

Descriptions of how amounts spent in current year were calculated
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Revenue

Contributions and grants

Copies of all funding agreements

Gaming commission reports to support casino or other gaming revenues

Copy of gaming approval for eligible expenses to be paid through gaming

bank account

Donations

List of charitable donation receipts issued in the year

List and amount (value) of any donations “in kind” with supporting

documentation for donation

Fees or other service revenue

Brief description or list of other source(s) of revenue

Sales revenue

Briet description of nature of items sold, and what process is followed
to ensure that sales revenue and related costs are recorded in the correct

period

Expenses

Payroll

Copy of most recent month’s payroll reports from payroll service (if

external service is used)

List of all employees showing:

name;
salaried or hourly;

pay rate;

start and /or termination date if not employed for full year;

position or department;

program (if salaries allocated to program).

Other expenses

Invoices to support all expenses paid for the year

Invoices paid in month following year-end
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Tipsheet

Other Tips on Working with your Auditor -
Common Issues During an Audit

This tip sheet identifies some areas where problems may arise in the audit of a charity’s financial statement.

These problems may result in time delays or higher audit fees.

Common Problem Solution

Adjusting entries

1. Prior year adjusting entries are not recorded. 1. Request adjusting entries from auditor if not

provided; make adjusting entries at prior fiscal
year-end date or on first day of new year; after
posting entries, reconcile to prior year audited

closing trial balance.

If you have questions or difficulties understanding
the adjusting entries, ask your auditor for help. Send

auditor reconciled trial balance.

2. Significant adjusting entries added after auditor |2. Send auditor accounting data after recording all

is provided with accounting data. journal entries or let auditor know as soon as you
identify any required adjusting entries so that they

can be adjusted by auditor as well.

3. Adjusting entries to allocate expenses do not

have proper supporting documentation.

. Develop and retain documentation to support

calculations and adjustments made for allocation

of expenses.

Audit Documentation

1. Even when provided with a description of the
requirements for the audit, the client only

provides part of the list.

. When provided with the list of requirements by

your auditor, do not ignore any of the items. If
you do not understand what is requested, ask

your auditor.

2. The audit documents are not well organized.

. Use an audit binder to organize documents for

the auditor. You can add to your audit binder
throughout the year any items you know the
auditor will need. The binder can be electronic or

hard copy.
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Common Problem Solution

Availability of key client personnel

1. Key personnel are on vacation or away at crucial | 1. Planning in advance for the audit is important.

times during the audit. Key personnel may The audit timelines should be set out with the
include executive director, financial coordinator auditor ahead of time. Staff should be available
or accounting manager, bookkeeper, member of to answer questions throughout the audit. The
audit committee or board. auditor and the charity’s staff are collectively

responsible for meeting timelines and carrying

out an efficient audit.

Backdating of accounting transactions in accounting system

1. Invoices related to prior year but received after | 1. These invoices should be entered as accounts

year-end are entered in system as if received payable so that the expense is recognized in the
before year-end. prior year, but the accounts payable is properly
stated.
2. Invoices continue to be added to the prior year |2. The invoices should be entered into the current
as received after audit is completed. year and the auditor made aware if the amount is
significant.
3. Revenue is entered into prior year after year-end | 3. The revenue should be entered into the current
is complete. year and the auditor made aware if the amount is
significant.
4. Cheques are written in month following year- 4. Use date written on cheque and set up accounts
end and dated using year-end date. payable to record.
Changes made to equity accounts during year
1. For various reasons, transactions that do not 1. Do not make adjusting entries to these accounts
have any rationale are recorded to net assets or unless you have discussed with your auditor in
fund balances accounts during the year. advance.
Using cash and accrual basis of accounting within same year
1. Many charities do not completely understand 1. Organizations can use one or the other, although
cash versus accrual accounting. This usually it is preferable to use accrual accounting if you
happens when cash flow is confused with accrual are being audited as this is the requirement for
accounting. presentation under generally accepted accounting

principles. If cash accounting is being used,
ensure that the adjusting entries are made
at year-end to address all accrual accounting

requirements.
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Significant changes to the chart of accounts

1. Different situations will cause an organization
to change its chart of accounts. These situations
might include addition of new programs or
activities, more logical numbering system,
change in treasurers or accountants, change in

accounting software.

A change to the chart of accounts in one year

creates problems in providing comparative numbers

. If making significant changes to the chart of

accounts, it is important to provide the auditor
with the information on how the new chart

of accounts compares to the prior year. You
should provide this information to the auditor
in a spreadsheet when you change the chart of
accounts so the auditor’s records can be updated
as well.

for the prior year’s audited financial statements. Make sure that new account numbers do not
duplicate numbers used on other accounts in the

prior chart of accounts.

Confusing filing systems for documents

1. Documents are not filed in a logical way making
them very hard to locate in a timely fashion.

. Develop a logical and consistent filing system for

documentation.

2. Documents are not in one central location.

. If documents are with ditferent people such as

the officers of the organization, develop a binder
indicating where everything is held and who is
responsible for keeping it up-to-date.

Multiple sets of accounting records

1. Different sets of accounting records are set up
for each program in the same organization.

. Use the functions that are present in accounting

packages that allow for accounting on an
individual program basis as well as an overall
organizational basis.

2. The records contain “due to” and “due from”
accounts that do not reconcile.

. If continuing to use this system, ensure that 2.

the “due to” /”due from” accounts reconcile on a

regular basis, such as monthly.

Please note: Not all issues related to internal controls and the understanding of accounting principles for the

not-tfor-profit sector have been covered in this tip sheet.
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