INTERNAL AUDIT COMMITTEE’S REPORT

March 10, 2017

To the Parish Council Members of

Russian Orthodox Christ the Saviour Cathedral

Dear Parish Council Members,

We have reviewed records and ﬁnancial statements of the Russian

Orthodox Christ the Saviour Cathedral, which comprise the balance

sheet as of December 31, 2016, and the statement of operations,

provided by the Treasure Natalia Paikoff.

MANAGEMENT’S RESPONSIBILITY
Management is responsible for the preparation and fair presentation of

the ﬁnancial statements in accordance with the requirements of

Canadian generally accepted accounting principles, and for such internal

control as management determines is necessary to enable the

preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

THE COMMITTEE’S OBJECTIVES

The Audit Committee has the task of attempting to verify the truth and

accuracy of the information contained in the church’s financial books and

reports. Our responsibility is to express an opinion on the financial

records and reports and the internal control of the church for the purpose

of reasonably verifying the reliability of ﬁnancial reporting, determining

whether assets are being safeguarded, and whether church policies and

procedures are being followed. The purpose for an annual audit is to

build the trust and confidence of the ﬁnancial supporters of the church in

the way their money is being accounted for and to help Parish Council to

fulﬁll its financial responsibility and protect the' members of Parish

Council from unwarranted charges of careless or improper handling of

funds.

INFORMATION FLOWS TO THE AUDIT COMMITTEE

An audit committee’s effectiveness is conditioned by the quality of

information it receives from management in order to reach informed

judgments on key risks and issues. Management has a responsibility to

ensure that it fairly presents to the audit committee all material

information that might influence the committee’s decisions. The

information should be provided to the Committee in a timely manner and

in a format, which is complete, understandable and reliable.

The Audit Committee has received financial statements of the Russian

Orthodox Christ the Saviour Cathedral, which comprise the balance

sheet as at December 31, 2016, and the statement of operations from

Treasurer Natalia Paikoff. The Audit Committee was not proVided with

complete information on charitable donations, member information, trial;

balance, operating budget, inventory, special events, church groups and

programs, therefore we were not able to review and identify potential

weaknesses in the church’s accounting practices and procedures in

those areas and make constructive suggestions when necessary.

MAIN FINDINGS

Cash Receipts and Cash Balances

The audit objective is to examine cash receipts transactions and how the

year-end cash balances appear in the church’s ﬁnancial reports. It is

important to understand that the Committee cannot possibly examine

every individual transaction, which occurred during the year. The goal of

the Committee, therefore, is to reach a level of reasonable certainty.

- The following discrepancies have been found, and the Committee has

requested an explanation from the Treasurer, are:

1.  Cash received by the church has not been deposited directly

into a bank account; cash has been removed for various reasons.

2.  Cash payments have not been properly authorized by the

appropriate body within the church.

3.  The year-end cash balances in the annual ﬁnancial reports

do not identify petty cash account.

4.  The system the petty cash fund operates does not support

the Parish Council Members control over the fund and

expenditures made, does not allow assurance that all petty cash

expenditures are documented and recorded and easy veriﬁcation

counts of the fund at any time.

Cash Payments

The Audit Committee is faced with the task of satisfying itself that the

recorded expenditures are legitimate and accurate and that they were

properly authorized. The Committee should examine disbursement

documents and determine if it provides evidence that each item is a

church purchase and not a personal item, that the payment was

approved, that it was recorded and charged to an appropriate account,

and that it has been included in the correct category in the annual

financial reports.

The Committee examined some disbursement documents and

determined the following gaps that could be evidence of unrecorded and

possibly non-approved disbursements of church funds:

1.  No supporting documents for evidence that some items are a

legitimate obligation of the church.

2.  No supporting documents for evidence that some items have

approval for payment.

3.  No supporting document that the persons who sign cheques

and make withdrawals are authorized by the Council to do so and

veriﬁed with the church governing body.

4.  Some payments are not correctly summarized and reported

in the annual financial reports of the church.

Donations

Registered charities can issue "official tax receipts" for donations made

to a charity. An official tax receipt gives a tax advantage to individuals

and businesses that donate: it can reduce the amount of income tax they

owe. Because of this tax advantage, a registered charity may only issue

official receipts for donations that legally qualify as gifts, and it must

determine the eligible amount of that gift.

The Audit Committee has identified the following risks relating to gifting

and receipting:

1.  The Committee was not provided with complete information

on charitable donations

2.  Some receipts have been issued for transactions that do not

qualify as gifts: gifts that could give the donor an advantage,

donations that are fees to an event or program.

3.  Tax receipts have been issued for gifts in kind (non-cash

gifts) without determining the eligible amount of the gift for the

receipting purposes, determining the fair market value of the gift

and if anyadvantage provided to the donor.

4.  Donations were recorded as, cash income, and there is no

report on donation-in-kind contributions in the financial

statements.

RECOMMENDATIONS

While reviewing books, financial statements and church’s practices and

procedures, the Audit Committee has considered the following financial

managements, internal control and risk issues upon which the Council

should take action.

Our recommendations are:

1.  To provide complete information and disclosure of all internal

policies, procedures and practices with respect to ﬁnancial

matters to the Audit Committee to fulﬁll its responsibilities.

2.  To establish the Treasurer’s duties document and Audit

Committee policy, annual agenda, communication with the

Council, schedule regular meetings with set agendas and

maintain minutes of each meeting.

3.  To conduct an annual audit of books and financial records by

an external professional audit in accordance with Canadian

generally accepted auditing standards.

4.  To ensure that conﬂict of interest policy and independence in

making financial decisions are in place, so there are no ﬁnancial,

family, or other personal ties to management's accounting,

internal control and reporting practices.

5.  To operate Petty Cash according to the accounting standards

which includes: set an amount as the size of the fund, that

amount of cash is withdrawn from the bank; set a limit on the

size of individual expenditures to be made from the fund; any

expenditures are documented with petty cash vouchers, expense

reports, receipts or invoices. Petty cash and supported

documents such as petty cash journal, cash vouchers, expense

reports and receipts are placed in the fund safe box or drawer.

6.  At least two signing officers, one being the treasurer other

being the Parish Council Member, should be required to sign

each cheque to make it valid. Cheques should be signed only

after being completely filled out.

7.  All transactions should go through the bank account. Cash

received should never be used directly to pay a bill. Instead, the

cash should be deposited and a cheque issued.

8.  To prepare an operating budget, to determine what it wants

to achieve in the coming year and then realistically estimate all

the costs involved, leaving some margin for the unexpected.

9.  To prepare and present financial statements to the Council

during the year, and monitor the budget.

10.  To keep books and records as The Canada Revenue Agency

(CRA) requires for the prescribed time period, and ensure that all

books and records are in place and secure

11.  The church will create a Donations Policy, with guidelines on

donations to the church and charitable donations to other

organizations, and procedures manual and follow it.

12.  The annual report, which includes financial statements, is

made available to parishioners, volunteers, contributors, funders

and other stakeholders.

All of us are stewards of the funds and resources of our church. We

need to be vigilant, responsible, and careful. Throughout the audit, we

have noted questionable expenses and general behaviour as if there are

unlimited funds. We now have an opportunity for sober reflection and

improvement. Let’s re-establish “GOOD PRACTISES"!

Thank you for inviting our views and we welcome working with you and

parishioners to improving the church operation and achieving our Church

mission.

With Love in Christ,

Sincerely,

Audit Committee Members

Sonja Milochenko

Svetlana Roufanova-Manning

Valerie Hatten

