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Independent Auditor’s Report

To the Board of Directors and Members of
The Children's Aid Society of Haldimand and Norfolk

We have audited the accompanying financial statements of The Children's Aid Society of Haldimand
and Norfolk, which comprise the statements of financial position as at March 31, 2018 and the
statement of operations, statement of changes in fund balances, statement of cash flows and the
statement of remeasurement gains and losses for the year then ended and a summary of accounting
policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Canadian public sector accounting standards, 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.

Auditor's Responsibility

Our responsibility is to express an opinion on these 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 the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers 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 in our audit is sufficient and appropriate to
provide a basis for our qualified audit opinion.

BDO Canada LLP, a Canadian limited liability partnership, is a member of DO International Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms.
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Basis for Qualified Opinion

In common with many charitable organizations, the Society derives revenue from donations, the
completeness of which is not susceptible to satisfactory audit verification. Accordingly,
verification of these revenues was limited to the amounts recorded in the records of the Society.
Therefore, we were not able to determine whether any adjustments might be necessary to donation
revenue, excess of revenue over expenditures and cash flows from operations for the years ended
March 31, 2018 and 2017, current assets and fund balances as at April 1 and March 31 for both the
2018 and 2017 years. Our audit opinion on the financial statements for the year ended March 31,
2017 was modified accordingly because of the possible effects of this limitation in scope.

Qualified Opinion

In our opinion, except for the 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 The Children's Aid Society of Haldimand and Norfolk as at March 31, 2018 and the results of its
operations, cash flows and remeasurement gains and losses for the year then ended in accordance
with Canadian public sector accounting standards.

BDO Conada LLFP

Chartered Professional Accountants, Licensed Public Accountants

Brantford, Ontario
June 28, 2018
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The Children's Aid Society Of Haldimand and Norfolk
Statement of Cash Flows
For the year ended March 31

2018 2017
Cash flows from operating activities
Operating fund $ 296,408 S 580,761
Restricted funds (137,704) 60,811
Endowment funds (2,079) 7,226
ltems not involving cash
Amortization 148,716 150,046
305,340 798,844
Changes in non-cash working capital balances
Accounts receivable 91,198 60,637
Ministry receivable 376,454 24 552
Prepaid expenses (31,983) 16,169
Accounts payable and accrued liabilities 89,360 179
Ministry payable - -
Other liabilities 22,849 42 678
853,217 943,059
Cash flows used in capital activities
Purchase of capital assets (81,172) (355,869)
(81,172) (355,869)
Cash flows from (used in) investing activities
Decrease (increase) in restricted cash 31,879 (5,509)
Increase in investments (10,519) (9,300)
21,360 (14,809)
Cash flows used in financing activities
Repayment of long-term debt (242,000) (230,000)
(242,000) (230,000)
Increase in cash during the year 551,405 342,381
Cash (Bank indebtedness), beginning of year 242,346 (100,035)
Cash, end of year $ 793,751 § 242 346
Represented by:
Cash $ 793,751 § 242 346
Bank indebtedness - -
$ 793,751 242 346
Supplemental disclosure:
Interest paid 3 31,249 § 45,644
Interest received 3 14,966 $ 15,929

The accompanying notes are an intergral part of these financial statements.
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The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

1. Purpose of the Organization

The Children's Aid Society of Haldimand and Norfolk (the “Society”) is a not-for-profit
organization whose mandate is to provide child protection services to the local community
under the Child and Family Services Act. The Society is incorporated under the laws of Ontario
as a not-for-profit organization and is a registered charity under the Income Tax Act.

2. Significant accounting policies

(a) Basis of accounting

These financial statements have been prepared in accordance with Canadian public
sector accounting standards for government not-for-profit organizations, including the
4200 series of standards, as issued by the Public Sector Accounting Board (“PSAB for
Government NPOs").

(b) Fund accounting

The Operating Fund accounts for the Society’s operating and administration activities.
Details of the Operating Fund can be found in Schedule 1.

The Operating Fund consists of the following funds:

The Child Welfare Fund records monies received from the Ministry of Children and
Youth Services (“Ministry”) to provide services as required under the Child and
Family Services Act.

The Ontario Child Benefit Equivalent (OCBE) Fund records monies received from
the provincial government for the OCBE Activities and Savings programs. The
OCBE Activities program is used to provide all children and youth in care with
access to recreational, educational, cultural and social opportunities. The OCBE
Savings program assists older youth who have been in care for an extended period
of time to have funds available to support their transition to independent living. The
revenues and expenditures in this Fund represent monies received and spent for
the OCBE Activities Fund. Savings owed through the OCBE Savings program are
presented as other liabilities in this Fund.

The LIFT Fund reports resources used for the portion of the organization's LIFT
(Living Independently for Tomorrow) program which is funded by the Ministry as a
separate transfer payment program. There are no assets, liabilities or fund
balances for this fund.

The Broader Public Sector (BPS) Fund reports resources used for the Society's
pay equity plan. This program is funded by the Ministry as a separate transfer
payment program. There are no assets, liabilities or fund balances for this fund.

The Restricted Funds consists of the following funds:
The Capital Fund reports the assets, liabilities, revenues and expenses related to
the Society's capital assets. This fund includes money received from the Ministry
through the Infrastructure Renewal Program which is funded by the Ministry as a
separate transfer payment program.

The Fresh Air Fund reports restricted resources used to provide summer camp and
recreational experiences for disadvantaged children in our communities. This Fund

6



The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

(c)

(d)

is supported entirely through community donations.

The Other Restricted Funds includes:

» The Wellness Fund which reports restricted resources used for the Society’s
wellness program. The fund balance for this fund at March 31, 2018 is
$27,165.

e The Youth in Motion Fund which reports restricted resources used for the
Society's Youth in Motion program. The fund balance for this fund at March
31,2018 is $3,742.

The Endowment Fund reports resources contributed for endowment. A portion of this
Fund has been internally restricted to provide educational grants for post-secondary
education to youth transitioning from care.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, bank balances, and short term
investment savings that are readily convertible to cash, net of bank overdrafts.

Financial instruments

The Society classifies its financial instruments as either fair value or amortized cost.
The Society’'s accounting policy for each category is as follows:

Fair value:

This category includes cash, restricted cash, bank indebtedness and derivative
financial instruments which includes an interest rate swap. These instruments are
initially recognized at cost and subsequently carried at fair value. Unrealized changes
in fair value are recognized in the statement of remeasurement gains and losses until
they are realized, when they are transferred to the statement of operations.

Transaction costs related to financial instruments in the fair value category are
expensed as incurred.

When a decline in fair value is determined to be other than temporary, the amount of
the loss is removed from accumulated remeasurement gains and losses and
recognized in the statement of operations of the related fund. On sale, the amount
held in accumulated remeasurement gains and losses associated with that instrument
is removed from net assets and recognized in the statement of operations.

Amortized cost:
This category includes accounts receivable, long-term investments, accounts payable
and accrued liabilities, and mortgage payable.

Transaction costs related to financial instruments in the amortized cost category are
added to the carrying value of the instrument.

Writedowns on financial assets in the amortized cost category are recognized when
the amount of a loss is known with sufficient precision, and there is no realistic
prospect of recovery. Financial assets are then written down to net recoverable value
with the writedown being recognized in the statement of operations.



The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

(e) Capital assets

Purchased capital assets are stated at cost less accumulated amortization.
Contributed capital assets are recorded at fair value at the date of contribution.
Repairs and maintenance costs are expensed. When a capital asset no longer
contributes to the Society’'s ability to provide services or the value of future economic
benefits associated with the capital asset is less than its net book value, the carrying
value of the capital asset is reduced to reflect the decline in the asset's value.

Amortization expense is reported in the Capital Fund. Amortization is provided on a
straight-line basis over the assets estimated useful lives as follows:

¢ Building and building improvements — between 10 and 40 years
e Furniture and equipment - between 3 and 13 years

¢ Computer hardware — between 3 and 5 years

¢« Computer software — between 1.5 and 5 years

(f) Revenue recognition

The Society follows the restricted fund method of accounting for contributions.

Restricted contributions are recognized as revenue of the appropriate fund at the time
they are received or receivable.

Unrestricted contributions are recognized as revenue of the Child Welfare Fund in the
year receivable if the amount can be reasonably estimated and collection is reasonably
assured. Ministry revenues for the fiscal year are not finalized until the Ministry has
reviewed and approved the Child Welfare Transfer Payment Annual Reconciliation
which does not occur until after the financial statements are issued. The amount of
revenue recognized in these financial statements represents management's best
estimate of amounts earned during the year.

Contributions for endowment are recognized as revenue in the Endowment Fund when
received.

(g) Contributed services

Volunteers contribute a large number of hours each year to assist the organization in
carrying out its service activities. Based on the difficulty of determining their fair value,
contributed services are not recognized in the financial statements.

(h) Contributed materials

Contributed materials with a determinable market value are recorded at their fair
market value. All other in-kind contributions are not recorded.

Use of Estimates

The preparation of financial statements in accordance with PSAB for Government
NPOs requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenditures during the reporting period. Actual
results could differ from management's best estimates as additional information
becomes available in the future. Significant areas requiring management estimates
include amortization of capital assets and calculation of accrued liabilities.



The Children’s Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

3. Cash and bank indebtedness

The Society’s bank accounts are held at one chartered bank. The bank accounts earn interest
at a nominal rate. The Society also has an investment savings account held by an investment
manager associated with the bank. These funds are readily convertible to cash and earn
interest at 1%.

The Society has a line of credit available which bears interest at Royal Bank Prime. The
maximum authorized credit limit is $1,150,000 of which $0 (2017 - $0) is outstanding at year
end. The credit facility is secured by a General Security Agreement granting a security interest
in the undertaking and all personal property owned by the organization.

. Restricted cash

Restricted cash consists of cash held in savings accounts for youth for the OCBE Savings
program and bank balances consisting of cash restricted for the OCBE Activities program and
RESP restricted cash. Further details of these amounts are in Note 10.

. Accounts receivable

2018 2017
Trade accounts receivable $ 26,016 $ 75,137
HST rebate 153,708 190,761
Other 130 5,154
$179,854 $ 271,052

. Ministry receivable (payable)
2018 2017
Operating revenue receivable $ 268,501 $ 631,899
Transfer payment funding receivable (payable) 0 (10,494)
Targeted subsidies receivable 27,945 51,495
$ 296,446 $ 672,900

The above amounts are due from (to) the Ministry of Children and Youth Services. Further
information regarding the operating revenue receivable (payable) is in Notes 16 and 17.

. Investments

Investments are carried at amortized cost and consist of GIC's with effective interest rates
ranging from 1.91% to 2.6% per annum and maturity dates ranging from June 2018 to
September 2022. These investments have a cost of $573,587 (2017 - $595,730) and an
amortized cost of $626,632 (2017 - $616,113).



The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements

For the years ended March 31, 2018 and March 31, 2017

8. Capital assets

2018
Cost Accumulated Net Book
Amortization Value
Land 3 93,200 $ - $ 93,200
Buildings 3,214,986 1,248,002 1,966,984
Furniture and equipment 1,433,430 1,308,145 125,285
Computer hardware 516,493 409,998 106,495
Computer software 127,605 119,347 8,258
$ 5,385,715 $ 3,085,493 $ 2,300,222
2017
Cost Accumulated Net Book
Amortization Value
Land $ 93,200 $ - $ 93,200
Buildings 3,214,986 1,157,221 2,057,765
Furniture and equipment 1,389,225 1,289,786 99,439
Computer hardware 479,527 376,525 103,002
Computer software 127,605 113,246 14,359
$ 5,304,543 $ 2,936,778 $ 2,367,765
During the vyear, capital assets were acquired at an aggregate cost of $81,172

(2017 - $355,869) and $0 (2017 - $0) of fully depreciated capital assets were disposed.

9. Accounts payable and accrued liabilities

2018 2017
Accounts payable $ 681,203 $ 660,266
Accrued liabilities 509,487 441,064
$ 1,190,690 $ 1,101,330

10. Other liabilities

2018 2017
OCBE Savings payable $ 161,255 $ 193,473
RESP contributions payable 138,456 83,389
$ 299,711 $ 276,862

The OCBE Savings payable represents funds received from the Ministry for the purpose of
supporting the transition of youth in care to independent living (known as the OCBE Savings
program). Amounts are paid to youth when they are 18 years old or discharged and meet the
requirements of the savings program. OCBE Savings balances are owing to children in care.
These funds are invested in separate savings accounts and there is an offsetting balance
presented as Restricted Cash in the Operating Fund (Note 4).

The RESP contributions payable represent funds received from Canada Revenue Agency for
children in care for the Universal Child Care Benefit (UCCB). These funds were received for
children under six years of age. Beginning July 2015, UCCB funds were received for all
children under eighteen years of age. The Society holds these funds in trust as directed by the

10



The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

1

12,

Ministry until a Registered Education Savings Plan (RESP) is established for each qualifying
child. These funds are presented as Restricted Cash in the Operating Fund (Note 4).

During the year $78,892 (2017 - $155,082) was transferred into RESPs and $21,577 was
transferred out to parents of children (2017 - $24,118). There was an additional $1,730 of
contributions that were withdrawn by youth attending post-secondary education (2017 -
$1,720). At March 31, 2018, $633,127 (2017 - 579,948) is held in trust in RESP’s. This amount
represents the contributions of the Society and does not include additional government grants
directed into the RESPs. These funds are not shown in the financial statements of the Society.

. Long-term debt

The long term debt is a loan payable to the Royal Bank at a variable interest rate based on the
three month BA rate repayable in quarterly payments as set out by the bank in the loan
agreement. It is secured by a general security agreement granting to the bank a security
interest in the undertaking and all personal property now or hereafter owned by the
organization and a collateral 1st charge mortgage covering commercial property where the
organization's premises are located and is due on December 5, 2019. The carrying value of the
assets pledged for security is $2,300,222.

The Society has entered into an interest rate swap at a notional amount of $455,000 which will
expire on December 5, 2019 to fix the interest rate at 5.11% per annum over the term of the
long term debt facility, in exchange for a Canadian BA based floating rate. The fair value of the
swap is based on amounts quoted by the bank to realize favourable contracts or settle
unfavourable contracts, taking into account interest rates at March 31, 2018. The swap
agreement is in a net unfavourable position of $14,322 (2017 - $42,411). This fair value is
recorded in the statement of financial position with fluctuations recorded in the statement of
remeasurement gains and losses.

Principal repayments for the next two years are as follows:

2019 255,000
2020 200,000
$ 455,000
Externally restricted fund balances:
Externally restricted net assets are as follows:
2018 2017

Endowment Fund — Webster estate 132,819 132,819
OCBE Fund — Activities fund 14,593 32,605

$ 147412 § 165,424

The funds from the Webster Estate represent a bequest and as per the conditions of the will,
the principal will not be spent. Income earned on these funds is recognized as other income in
the Endowment Fund.

11



The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

13.

14.

15.

16.

17.

Transfers to other funds
An amount of $314,420 (2017 - $385,107) was transferred from the Operating Fund to the
Capital Fund to fund the cash outlays for capital asset acquisitions and mortgage principal and
interest payments.

Any outstanding balances between funds at year end are unsecured and non-interest bearing.

Other income — Operating Fund

2018 2017
Child Tax Benefit and Child Disability Benefit payments $ 688,614 $ 961,604
Interest income 614 1,534
Other income 43,554 107,376

Charitable revenue 0 8,167
; $ 732,782 $ 1,078,681

Excess (deficiency) of revenues over expenditures

The Child Welfare funding received from the Ministry includes funding for capital acquisitions
as well as for costs of occupancy. In accordance with PSAB for Government NPQO's, the
Capital Fund accounts for capital asset purchases, mortgage payments and amortization of
the capital assets of the organization, including the building premises. Transfers are made
from the Child Welfare Fund to the Capital Fund each year to fund the cash outlays (capital
asset acquisitions and mortgage payments) (see Note 13). During the year $314,420 was
transferred from the Child Welfare Fund to the Capital Fund. The excess of revenues over
expenditures in the Child Welfare fund, after the transfer to the Capital fund is $nil. The
surplus for Ministry reporting is $nil. The difference between PSAB for Government NPQ's and
Ministry reporting is due to minor timing differences.

Surplus repayable to Ministry

The Society has a legal requirement to return any surplus of the Child Welfare Fund, as
calculated for Ministry reporting, to the Ministry. During 2017, the Society generated a deficit
and requested additional funding from the Balanced Budget Fund. During 2018, the Society
generated a deficit and requested additional funding from the Balanced Budget Fund (See
Note 17).

Balanced Budget Fund

In fiscal 2014, the Ministry announced the creation of a Balanced Budget Fund to support
Children's Aid Societies in meeting the balanced budget requirement and to proactively
manage the risks associated with a multi-year budget planning process. The Balanced
Budget Fund is an amount for each Society, up to the Society's accumulated surplus (as
calculated for Ministry reporting) that has been returned to the Ministry following the
implementation of the new funding model in 2013/14.

The Balanced Budget Fund can be accessed to offset future deficits created by eligible child
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The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

welfare expenditures. The Ministry may change the criteria to access the fund on an annual
basis. The surplus put into the Balanced Budget Fund each year expires after a three year
period. In 2018, the Ministry approved the Society to access the final balance of $461,797
from the Balanced Budget Fund to offset the current year Ministry deficit. However, the current
year Ministry deficit was $268,501 and the Ministry will release only that amount. The
remaining $193,296 expired on March 31, 2018.

Balanced Budget Fund:

Initial Amount Amount Ending

Surplus for Ministry reporting Expiry Amount Accessed Expired Amount
2014/15 2018 $ 461,797 (268,501) 193,296 § 0

The amount in the Balanced Budget Fund has not been reported in these financial statements.

18. Commitments

The Society has entered into operating leases for equipment under various terms. The
minimum annual lease payments for the next five years are as follows:

2019 $ 15,217
2020 13,041
2021 12,480
2022 9,175
2023 641

19. Post-employment Benefits

The Society is a member of the Ontario Municipal Employees Retirement System (OMERS)
which 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 with the
organization's contributions expensed in the period they are due.

Contribution rates ranged from 9.0% to 14.6% depending on the level of earnings. The
OMERS pension plan has a deficit. If actuarial surpluses are not available to offset the existing
deficit and subsidize future contributions, increases in contributions will be required in the
future. The pension expense for this plan is $1,028,726 (2017 - $1,024,241), and is included in
Employee benefits expense in the Operating Fund Statement of Operations.
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The Children's Aid Society of Haldimand and Norfolk
Notes to the Financial Statements
For the years ended March 31, 2018 and March 31, 2017

20. Financial instrument classification

The following table provides cost and fair value information of financial instruments by category.
The maximum exposure to credit risk would be the carrying value as shown below.

2018
Fair Value Amortized Cost Total
Cash $ 793,751 - $793,751
Restricted cash 285,036 - 285,036
Accounts receivable - 179,854 179,854
Ministry receivable 296,446 - 296,446
Long term investments - 626,632 626,632
Accounts payable and accrued liabilities - 1,190,690 1,190,690
Other liabilities - 299,711 299,711
Interest rate swap 14,322 - 14,322
Long term debt - 455,000 455,000
2017
Fair Value Amortized Cost Total
Cash $ 242 346 - $242,346
Restricted cash 316,915 - 316,915
Accounts receivable - 271,052 271,052
Ministry receivable 672,900 - 672,900
Long term investments - 616,113 616,113
Bank indebtedness - - 0
Accounts payable and accrued liabilities - 1,101,330 1,101,330
Other liabilities - 276,862 276,862
Interest rate swap 42,411 - 42 411
Long term debt - 697,000 697,000

Long term investments (Note 7) consists of GIC's and includes $132,819 (2017 - $132,819) of
investments externally restricted for endowment purposes (Note 12).

The maturity profile of the investments is as follows:

Within 1 year Within 2-5 years Total
Carrying value $ 114,234 $512,398 $ 626,632
Percent of total 18% 82%

The following table provides an analysis of financial instruments that are measured subsequent
to initial recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the
fair value is observable. The fair value hierarchy has the following levels for the fair value
measurements:

- Level 1 - are those derived from quoted prices (unadjusted) in active markets for identical
assets or liabilities;

- Level 2 - are those derived from inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices); and
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Notes to the Financial Statements

For the years ended March 31, 2018 and March 31, 2017

- Level 3 - are those derived from valuation techniques that include inputs for the asset or
liability that are not based on observable market data (unobservable inputs).

2018
Level 1 Level 2 Level 3 Total
Cash $ 793,751 - - $ 793,751
Restricted cash 285,036 - - 285,036
Interest rate swap - - 14,322 14,322
Total $ 1,078,787 - $ 14,322 $ 1,093,109
2017
Level 1 Level 2 Level 3 Total
Cash $ 242,346 - - $ 242 346
Restricted cash 316,915 - - 316,915
Interest rate swap - - 42 411 42 411
Total $ 559,261 - 342,411 $ 601,672

21. Financial Instrument Risk

Credit Risk:

Credit risk is the risk of financial loss that a debtor will fail to pay an amount owing to the
Society. The organization is exposed to credit risk arising from its investments and accounts
receivable.

The Society’s investment portfolio consists of GIC’s or bonds with at least an AA rating. There
is no more than $100,000 invested with any one corporate issuer. More information regarding
long term investments can be found in Note 20.

The majority of the Organization's receivables are from government sources and the
Organization ensures they meet all eligibility criteria to receive the funding.

Interest Rate Risk:

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Society is subject to interest rate
cash flow risk with respect to its floating rate long term debt and bank indebtedness. The
Society has addressed the interest rate risk on the long term debt by entering into an interest
rate swap agreement that exchanges the variable rate inherent in the debt for a fixed rate
Therefore fluctuations in market interest rates will not impact future cash flows. This swap is a
derivative financial instrument and is recorded at its fair value based on guoted market values
determined by the counterparty to the interest rate swap contracts.

Liquidity Risk

Liquidity risk is the risk that Society will not be able to meet all cash outflow obligations as they
come due. Liquidity risk arises from accounts payable, other liabilities and mortgage payable.
The Society receives funding as part of the Child Welfare revenue to fund the long term debt
payments for the mortgage. The Society also mitigates liquidity risk by monitoring cash
activities through detailed budgeting analysis and maintaining a line of credit as well as
investments that could be converted to cash.

In 2014, the Ministry adopted a new Funding formula. Under this new formula the Society's

base revenue will be reduced by 2% each year for five years. The Society achieved a surplus
in 2014 and 2015 which was put into the Balanced Budget Fund to be accessed in future
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22.

years if the Society is not able to achieve a balanced budget. The Society continues to actively
manage costs in order to re-size the agency to prepare for these funding reductions.

There have been no significant changes from the previous year in the exposure to any type of
risk or policies, procedures and methods used to measure the related risk.

Contingencies

The Society has been named as a defendant in lawsuits arising in the ordinary course of
business. The Society has contested the claims. Legal counsel for the Society has advised
that it is premature to make any evaluations of the possible outcome or possible settlement
amount of these claims. Consequently, no provision for this claim had been made in the
financial statements.
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