LANGS FARM VILLAGE ASSOCIATION

FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2014




Independent Auditors' Report

Non -Consolidated Financial Statements
Statement of Operations
Statement of Changes in Fund Balances
Financial Position
Statement of Cash Flows

Explanatory Financial Notes

MARCH 31, 2014
CONTENTS

Page




150 Pinebush Road, P.O. Box 880, Cambridge, Ontario N1R5X9 V- 7 Grah am
p:519.623.1870 f: 519.623.5490 (

INDEPENDENT AUDITORS' REPORT

To the Members of
Langs Farm Village Association

We have audited the accompanying non-consolidated financial statements of Langs Farm Village Association,
which comprise the statement of financial position as at March 31, 2014, and the statements of operations, changes
in fund balances and cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these non-consolidated financial statements in
accordance with Canadian accounting standards for not-for-profit organizations, 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,

Auditors’ Responsibility

Owr responsibility is to express an opinion on these non-consolidated financial statements based on our audit. We
conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to firaud or error. In making those risk assessments, we
consider internal control relevant to the entity's preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
audit opinion.

Basis for Qualified Opinion

In common with many non-profit organizations, the Organization derived revenue from donations and fundraising,
the completeness of which is not susceptible to satisfactory audit verification. Accordingly, our verification of these
revenues was limited to the amounts recorded in the records of the Organization and we were not able to determine
whether any adjustments might be necessary to fundraising revenues, excess of revenue over expenditure and fund
balances.

Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion paragraph,
the financial statements present fairly, in all material respects, the financial position of Langs Farm Village
Association as at March 31, 2014, and the results of its operations and its cash flows for the year then ended in
accordance with Canadian accounting standards for not-for-profit organizations.

Emphasis of Matter

‘We draw attention to note 15 of the financial statements which describes the adjustments that have been made to the
prior year figures to restate items identified during our audit of the current year figures. Our opinion is not qualified
in respect of this matter.

gmpca.com
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Other Matters

The financial statements of Langs Farm Village Association for the year ended March 31, 2013 were audited by
another auditor who expressed a gualified opinion related to completeness of revenues on those statements on

May 27, 2013.

As part of our audit of the 2014 financial statements, we also audited the adjustments described in note 15 that were
applied to amend the 2013 financial statements. In our opinion, such adjustments are appropriate and have been
properly applied. We were not engaged to audit, review, or apply any procedures to the 2013 financial statements of
the Organization other than with respect to the adjustments and, accordingly, we do not express an opinion or any
other form of assurance on the 2013 financial statements taken as a whole.

Cambridge, Ontario

June 10, 2014 CHARTERED ACCOUNTANTS, authorized to practise public
accounting by the Chartered Professional Accountants of Ontario
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STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2014

2014 2013
{Restated
note 15)

$ $

Cash flows from operating activities:

Excess (deficiency) of revenue over expenditure for year { 315,513)
Ttem not involving cash:
Amortization 598,696
283,183
Net change in non-cash warking capital
balances relating to operations:
Accounts receivable 540,235
Prepaid expenses ( 7,763)
Accounts payable and accrued liabilities 71,456
Due to MOHLTC 250,299
Deferred revenue 204,956
Recoverable deposit 5,000
1,347,366
Cash flows from investment activities: ey
Puichase of property and equipment - net e { 357,645)
Proceeds on sale of short-term investments G S 324,526
Increase in short-term investments : S 4_7,480) i 327,712
{360,891
Cash flows from financing activities: D
Advance to Langs Community Development Corporation (L 236,300)
Repayment of long term debt (- 200,000) { 133,333)
- S 133,333)
Net increase in cash 853,142
Cash, beginning of year 1,097,089

1,850,231

Cash, end of year

The explanatory financial notes form an integral part of these financial statements.




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

1. Nature of Organization

The Organization is a registered charity incorporated without share capital under the laws of Ontario
to provide community, health and social services to the neighbourhood.

As Langs Faim Village Association is a registered charity under the Income Tax Act, its income is not
taxable and it is eligible to issue official income tax receipts for charitable donations.

2. Summary of Significant Accounting Policies

The financial statements were prepared in accordance with Canadian accounting standards for not-for-
profit organizations and include the following significant accounting policies:

(@

(b)

Amortization of property and equipment

Property and equipment include capital assets that are stated at cost. Amortization based on the
estimated useful life of the asset is calculated as follows:

Computer hardware 33% Straight-line
Computer software 50% Straight-line
Leasehold improvements 20% Straight-line
Equipment 20% Declining-balance
Vehicles 10% Straight-line
Buildings 3% Straight-line

Fund accounting

To ensure observation of restrictions placed on the use of resources available to Langs Farm
Village Association, the accounts ate maintained in accordance with the principles of fund
accounting. The resources are classified for accounting and reporting purposes into the following
funds which have been established according to their nature and purpose:

The Operating fund accounts for the Organization's program delivery and administrative
activities.

The Capital fund represents the assets, liabilities, revenue and expenditures related to the capital
assets acquired by the Organization.

The Operating reserve fund represents funds that have been restricted by the Board of
Directors to offset certain future costs such as pay equity and to offset unexpected operating
deficits.

The Program expansion reserve fund represents funds that have been restricted by the Board
of Directors to finance future program expansions.

The Capital reserve fund represents funds that have been restricted by the Board of Directors to
finance future building and renovation costs.




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

2. Summary of Significant Accounting Policies (Continued)
(¢) TFinancial instruments

All financial assets and liabilities are recorded at amortized cost less any discovered impairment.

(d) Revenue recognition

Langs Farm Village Association is a multi-funded Organization with the majority of funding
coming from the Ministry of Health and Long-Term Care/Local Health Integration Network.
Annual reconciliation reports are submitted to the Ministry of Health and Long-Term Care/Local
Health Integration Network by the Organization for final approval. Assessments of prior funding
may occur based on funder decisions. The effect of these adjustments, which cannot be
quantified at the time of preparing the financial statements, will be recorded in the year of

assessment.

Revenue related to delivery of specific programs is recognized as revenue in the Operating fund
in the vear in which the program occurs. The Organization follows the restricted fund method of
accounting for contributions whereby externally restricted contributions are recognized in the
fund corresponding to the purpose for which they were contributed. Where there is no
appropriate restricted fund, restricted contributions are recognized under the deferral method in
the Operating fund. Untestricted contributions are recognized as revenues in the Operating fund.

Investment income is recognized as it is earned in the Operating fund

(¢) Contributed services and materials

Danations of materials and services are not reflected in these financial statements because of the
impracticality of the record keeping and valuation of them.,

{f) Use of estimates

The preparation of these financial statements in conformity with Canadian accounting standards
for not-for-profit organizations requires management to make estimates and assumptions that
affect the reporied amount of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the current period. These estimates are reviewed periodically and adjustments
are made to income as appropriate in the year they become known.

2014 2013
$ $

3. Short-Term Investments

Guaranteed investment certificates - interest rates

at (.8%, maturing in January 2015 327,772




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

2014 2013
(Restated
note 15)
$ $

4. Accounts Receivable

Trade 144,796

Accrued interest 640

HST recoverable 75,265
220,701

5. Due from Langs Community Development Corporation

Langs Farm Village Association (the "Organization") controls Langs Community Development
Cotporation ("LCDC"). LCDC is a not-for-profit organization without share capital established for the
purposes of acquiring land and building for a multi-purpose facility that can be leased or sold. LCDC
prepares its own financial reports that are consistent with the financial policies of the Organization
(e.g. fiscal year, spending limitations, signing authorities). LCDC has not been consolidated in the
Organization's financial statements. A financial summary of the unaudited and unconsolidated entity
at March 31, 2014 and March 31, 2013 and the years then ended are as follows:

Financial Position

Total assets 7650847 716,862
Total Habilities o amis 481,115
Total net assets i 293,306 235,747

716,862

Results of Operations
Total revenue :
Total expenditures i

218,220
(___137.864)

Excess of revenue over expenditures

6. Accounts Payable and Accrued Liabilities

1,489,080 1,066,795

Accounts payable and accrued liabilities
Government remittances payable

©3,064 NIL
192,153 1,066,795

10.




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

2014 2013
$ $

7. Property and Equipment

Cost - Cambridge
Computer hardware
Computer softwate
Leasehold improvements

412,481 364,658
177,242 110,326
811,729 808,961

Equipment 573,788 500,681
Vehicles 062,034 62,034
Building 14,239,184 13,227,892
16276458 15,074,552
Accumulated amortization B R
Computer hardware 372,548 329,604
Computer software - 127,055 109,013
Leasehold improvements o 809,514 731,167
Equipment . 187407 133,684
Vehicles S 4700 35,497
Building o 1,448,989 614,826
2987213 1953791
Cost - North Dumfries | |
Computer hatdwate 12,666
Equipment 80,986
Building 835,755
926,407
Accumulated amortization - North Dumfries
Computer hardware 10,385
FEguipment 42,837
Building 34,024
87,246
Net Book Value 13,962,922

Buildings held for resale at March 31, 2013 were retained for use by the Organization during the
fiscal year.

11,




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

2014 2013
$ $
8. Due to Ministry of Health and Long-Term Care (MOHLTC)

Approved Community Health Centre funding 4 5,'049,386 _ 4,758,884
Eligible expenses - Community Health Centre o 7_5,0_45,553 4,604,780
Balance due to MOHLTC 3833 154,104
Approved Diabetes Education program funding 11,658 1,658,440
Eligible expenses - MOH Diabetes Education program R : 1,574,921
Balance due to MOHLTC ' 7 ' 83,519
Approved Diabetes Self-Management program funding - 286,7 279,400
Eligible expenses - MOH Diabetes Self-Management program : 268,356
Balance due to MOHLTC L 11,044
Approved Diabetes Regional Coordination program funding 685,195
Eligible expenses - MOH Diabetes Regional S 578,517
Batance due to MOHLTC 106,678
Balance due for year e : 355,345
Due for 2012/2013 S5 706,267 966,758
Recovered during year (::563,920) :©  ( 615,836)

298,803 706,267

9, Deferred Revenue

Deferred revenue consists of unearned rental revenue and funding received from community
sponsors which relates to the next fiscal year or funding for specific expenditures to be incurred in

the next fiscal yeat.

10, Inter-fund Balance

The inter-fund loan is interest free, unsecured and due on demand.

12.
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EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

11. Long-Term Debt

Royal Bank term loan bearing interest at prime
plus 1% per annum, repayable in equal monthly
principal payments of $16,667, maturing July 2017
Current portion due within one year

2014 2013

$ 8
. 4,666,667 = 4,866,667
200,000 200,000
4466667 4,666,667

The bank loan above is secured by a general security agreement providing a first ranking security
interest on all properties of the Organization, a guarantee and postponement of claim in the amount

of $7,000,000 from LCDC.

Principal repayments for the next four years are approximately as follows:

2015 200,000
2016 200,000
2017 : 200,000
2018 3,866,667

4466667

w

12, Commitments

The Organization has entered into leases for one of its premises and various equipment expiring

2015 and 2017,

The future minimum annual lease payments are as follows:

2015 134,300
2016 139,200
2017

13. Related Party Transactions

During the fiscal year the Organization paid land lease costs to Langs Community Development
Corporation in the amount of $60,000. The land is leased on a year to year basis.

13.




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

14,

15,

2014 2013
(Restated
note 15)
$ $

Reserve Fund Balances

Included in the reserve fund balances, are sub-funds as shown below:

Operating Fund 96,094 96,004

8,562,188

Capital Fund

Operating Resetves
General Operating Reserve
30th Anniversary Book

Reserve - Facility

45,124
1,982

Program Expansion reserve

Capital reserves

Land and building 1,319,535
Community Van reserve : ‘ 3,890
1477615 1,323,434

Some of the current year's surplus under Operating Fund may be a subject to a recovery by the
Ministry of Health and Long-Term Care.

Retrospective Restatement of Prior Year

During the 2013 fiscal year, the Organization transferred certain capital assets to Langs Community
Development Corporation, a related party. It was subsequently determined that title to these assets
remained with Langs Farm Village Association. As a result, the 2013 financial statementis have been
retrospectively restated to reflect these assets on the financial statements of Langs Farm Village

Association. The changes are as follows:

For 2013, property and equipment has been increased by $12,613,066, due from Langs Community
Development Corporation has decreased by $5,038,840, HST recoverable decreased by $15,352,
accounts payable increased by $149,113, resulting in an increase in net assets of $7,409,761.
Amortization expense has increased by $395,724, interest income has decreased by $184,732 and
rent expense has decreased by $73,082 resulting in an increase to deficiency of revenue over
expenditures of $507,374. The 2013 decrease to the Capital Fund of $7,917,135 has been removed
resulting in an increase fo the ending internally restricted fund balance of $7,409,761.

4.




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

16.

17.

18.

Contingent Liability

During the year, the Organization discovered it had inadvertently transferred certain capital assets
with a net value of $7,409,761 to a non-qualified donee, which contravenes the rules of the Income
Tax Act. Upon discovering the transfer, the Organization, in keeping with its guiding principle of
transparency, immediately and voluntarily approached Canada Revenue Agency (CRA) with a plan
to remedy the situation and is proactively working with them to resolve the matter.

The CRA could, at their discretion, impose penalties, which could include a financial penalty in the
amount of 105% of the net value of the property transferred, a Compliance Agreement with the
Organization to rectify the situation, or other such corrective action that the CRA deems appropriate
in the circumstances.

Although, it is not determinable at this time what penalty, if any, CRA may impose on the
Organization, CRA has indicated that a financial penalty would not be applied under the
circumstances. Accordingly, no accrual for any liability has been made in these financial statements.

Registered Relirement Savings/Pension Plan

The Organization made contributions to a registered retirement savings plan match program during
the year for designated employees. The amount contributed to the plan in fiscal 2014 was $$22,305
for current service ($33,006 in 2013). These payments are included as an expenditure in the
statement of operations under salaries and benefits.

In February 2010, the Board of Directors approved a change in the Organization's pension plan to
HOOPP. All new employees are required to join HOOPP and existing members had the option of
changing to HOOPP or continuing with the registered retirement savings plan match program. The
amount contributed to HOOPP in fiscal 2014 was $370,644 ($361,999 in 2013) for current service.
These payments are included as an expenditure in the statement of operations under salaries and
benefits.

HOOPP is a multi-employer defined benefit pension plan. The member Organizations are unable to
identify their share of the underlying assets and liabilities. As a result, the benefit plan has been
accounted for following the recommendations for defined contribution plans.

Financial Instruments

The entity is exposed to various risks through its financial instruments. The following analysis
provides a measure of the entity’s risk exposure and concentrations at the reporting date.

Liquidity risk

Liquidity risk is the risk that the Organization will not be able to meet its financial obligations as
they come due. The Organization has taken steps to ensure that it has sufficient working capital
available to meet its obligations, This risk has not changed from the prior year.

15.




EXPLANATORY FINANCIAL NOTES
YEAR ENDED MARCH 31, 2014

18.

19.

Financial Instruments (Continued)
Credit risk

Financial instruments which are potentially exposed to credit risk include cash, accounts receivable
and due from Langs Community Development Corporation. Management considers its exposure to
credit risk attributable to cash to be trivial as the Organization holds cash deposits at one major
Canadian chartered bank. Accounts receivable are not concentrated aund therefore bear only low to
moderate risk; the carrying amount of accounts receivable represents the maximum credit risk

exposure,
Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk: currency risk, interest
rate risk and other price risk. The entity is mainly exposed to interest rate risk.

Interest rate risk

The Organization is exposed to interest rate risk arising from fluctuations in interest rates depending
on prevailing rates at renewal of investments. To manage interest rate exposure, the Qrganization
invests in various income vehicles backed by a chartered bank. This risk has not changed from the

prior year.
Comparative Figures

Comparative figures have, in some instances, been restated in order to present them in a form
comparable to those for the current year,

16.




