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Independent Auditor's Report

To the Board of Directors of Wesley Urban Ministries Inc.

Qualified Opinion
We have audited the financial statements of Wesley Urban Ministries Inc. (the "Organization"),
which comprise the statement of financial position as at March 31, 2019, and the statements of
operations, changes in net assets and cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion section of our report, the accompanying financial statements present fairly, in all material
respects, the financial position of the Organization as at March 31, 2019, and its results of
operations and its cash flows for the year then ended in accordance with Canadian accounting
standards for not-for-profit organizations.

Basis for Qualified Opinion
In common with many not-for-profit organizations, the Organization derives revenue from
donations and  fundraising activities 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 Organization. Therefore, we were not able to determine whether any
adjustments might be necessary to excess of revenue over expenses, and cash flows from
operations for the years ended March 31, 2019 and 2018 , current assets as at March 31, 2019 and
2018, and net assets as at April 1 and March 31 for both the 2019 and 2018 years. Our audit opinion
on the financial statements for the year ended March 31, 2018 was modified accordingly because
of the possible effects of this limitation in scope.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the
Organization in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified audit opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements
Management is responsible for the preparation and fair presentation of these 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.

In preparing the financial statements, management is responsible for assessing the Organization’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Organization or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Organization’s financial
reporting process.
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 Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing
standards will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

· Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

· Obtain an understanding of internal control relevant to the audit 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 Organization’s internal control.

· Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

· Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Organization’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Organization to cease to
continue as a going concern.

· Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Chartered Professional Accountants, Licensed Public Accountants
Burlington, Ontario
June 26, 2019
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Wesley Urban Ministries Inc.
Statement of Financial Position

March 31 2019 2018

Assets

Current
Cash and cash equivalents $ 566,036 $ 585,048
Restricted cash and short-term investments (Note 2) 843,473 628,724
Accounts receivable 513,317 376,577
Prepaid expenses 75,256 23,835

1,998,082 1,614,184

Restricted long-term investments (Note 2) 2,525,691 2,404,430
Endowment investments (Note 8) 31,040 28,450
Capital assets (Note 3) 847,353 833,080

$ 5,402,166 $ 4,880,144

Liabilities and Net Assets

Current
Accounts payable and accrued liabilities $ 792,219 $ 822,581
Deferred revenue (Note 5) 672,417 544,864

1,464,636 1,367,445

Deferred capital contributions (Note 6) 525,383 530,442

1,990,019 1,897,887

Net Assets
Board restricted net assets (Note 7) 3,381,107 2,953,807
Endowments (Note 8) 31,040 28,450

3,412,147 2,982,257

$ 5,402,166 $ 4,880,144

On behalf of the Board:

Director

Director

The accompanying notes are an integral part of these financial statements.
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Wesley Urban Ministries Inc.
Statement of Operations

For the year ended March 31 2019 2018

Revenue
Community donations and grants (Note 9) $ 2,239,009 $ 2,372,878
Grants:

Government of Canada 1,939,691 1,868,481
Government of Ontario 3,526,430 3,629,052
Municipalities 6,634,916 4,396,650
The United Church of Canada 84,128 117,124

Participant fees 1,266,613 532,451
Interest and investment income 2,765 2,837
Amortization of deferred capital contributions (Note 6) 125,271 85,530

15,818,823 13,005,003

Expenses
Salaries and benefits 10,137,597 8,657,375
Program expenses 2,368,775 1,526,462
Purchase of services 1,461,616 1,277,926
Rent 539,847 440,524
Amortization of capital assets 201,511 142,196
Fundraising 119,976 138,142
Travel 115,772 57,646
Staff development 114,171 34,237
Communications 112,326 99,869
Professional fees 102,379 94,788
Building, property and janitorial 100,913 166,390
Maintenance and supplies 77,460 80,017
Insurance 54,129 51,220
Office and general 49,562 30,413
Interest and other charges 15,240 19,159
Utilities 872 1,688

15,572,146 12,818,052

Excess of revenue over expenses before other items 246,677 186,951

Other items
Syrian refugee program (Note 5) (2,080) (55,789)
Donations from various estates (Note 7) 30,945 24,188
Interest and investment income related to

board restricted assets 154,348 35,729
Scholarships granted (Note 7) - (8,000)

183,213 (3,872)

Excess of revenue over expenses $ 429,890 $ 183,079

The accompanying notes are an integral part of these financial statements.
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Wesley Urban Ministries Inc.
Statement of Changes in Net Assets

For the year ended March 31

Board 2019
 Unrestricted Restricted Endowments Total

(Note 7) (Note 8)

Balance, beginning of year $ - $ 2,953,807 $ 28,450 $ 2,982,257

Excess of revenue over expenses 427,300 - 2,590 429,890

Transfers to Board restricted (427,300) 427,300 - -

Balance, end of year $ - $ 3,381,107 $ 31,040 $ 3,412,147

Board 2018
Unrestricted Restricted Endowments Total

(Note 7) (Note 8)

Balance, beginning of year $ - $ 2,770,728 $ 28,450 $ 2,799,178

Excess of revenue over expenses 183,079 - - 183,079

Transfers to Board restricted (183,079) 183,079 - -

Balance, end of year $ - $ 2,953,807 $ 28,450 $ 2,982,257

The accompanying notes are an integral part of these financial statements.
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Wesley Urban Ministries Inc.
Statement of Cash Flows

For the year ended March 31 2019 2018

Cash flows from operating activities
Excess of revenue over expenses for the year $ 429,890 $ 183,079
Adjustments to reconcile excess of revenue over
expenses to net cash provided by operating activities

Amortization of deferred capital contributions (125,271) (85,530)
Amortization of capital assets 201,511 142,196
Changes in non-cash working capital balances

Accounts receivable (136,740) 1,198,887
Prepaid expenses (51,421) 76,057
Accounts payable and accrued liabilities (30,362) (46,226)
Deferred revenue 127,553 (116,225)

415,160 1,352,238

Cash flows from investing activities
Purchases of restricted cash and investments, net (338,600) (158,639)
Capital asset additions (215,784) (323,629)

(554,384) (482,268)

Cash flows from financing activities
Repayment of operating loan - (615,000)
Deferred contributions related to capital assets 120,212 222,082

120,212 (392,918)

Increase (decrease) in cash and cash equivalents during
the year (19,012) 477,052

Cash and cash equivalents, beginning of year 585,048 107,996

Cash and cash equivalents, end of year $ 566,036 $ 585,048

Represented by
Cash $ 432,005 $ 349,399
Cash equivalents 134,031 235,649

$ 566,036 $ 585,048

The accompanying notes are an integral part of these financial statements.
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

1. Significant Accounting Policies

Nature of Business
The Organization was founded in 1955 and was incorporated, as a corporation without share
capital, under letters patent issued under the Ontario Corporation Act on August 22, 1979.
The Organization is a registered Canadian charity and is therefore exempt from payment of
income tax as provided under the Income Tax Act.

Its purpose is to alleviate and prevent poverty in Hamilton, Halton and Brantford, in every
stage and from every walk of life.

Basis of Accounting
These financial statements have been prepared in accordance with Canadian accounting
standards for not-for-profit organizations.

Revenue and expenses related to program delivery and administrative activities are reported
in the Unrestricted fund.

Investment income earned on endowments is reported in the Statement of Operations and is
used in accordance with the purposes established by the donors.

Board restricted net assets reports amounts that have been internally restricted by the Board
of Directors.  These may include bequests, donations, interest earned on restricted funds and
any excess of revenue over expenses from operations formally restricted by the Board.  The
use of these funds requires approval from the Board of Directors.

Revenue Recognition
The Organization follows the deferral method of accounting for contributions, which include
donations and government grants.

Revenue from unrestricted donations, fundraising, and participant fees is recognized when it
is received.

Revenue derived from grants and externally restricted donations is recognized when the
related expenditures have been made.  Funds received for which the related expenditures
have not been made are recorded as deferred revenue.

Externally restricted contributions for amortizable capital assets are deferred and amortized
over the life of the related capital asset.

Investment income is recognized when earned.

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand and cashable guaranteed investment
certificates.
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

1. Significant Accounting Policies (Continued)

Capital Assets
Capital assets are stated at cost less accumulated amortization.  Contributed capital assets
are recorded at fair value at the date of the contribution.  Amortization is provided on a
straight-line basis over the estimated useful lives of the assets as follows:

Furniture and equipment -   5 years
Computer equipment -   3 years
Vehicle -   5 years

Leasehold improvements are amortized on a straight-line basis as follows:

195 Ferguson Avenue North -   5 years
155 Queen Street North -   5 years
1900 Main Street West -   5 years
52 Catharine Street - 10 years

When a capital asset no longer contributes to the Organization's ability to provide services, its
carrying amount is written down to its residual value.

Contributed Materials and Services
Volunteers contribute extensive time each year to assist the Organization in carrying out its
activities.  Because of the difficulty of determining their fair value, contributed services are
not recognized in these financial statements.

Due to the difficulty in determining the fair value of materials contributed to the Organization
they are not recognized in the financial statements.

Financial Instruments
Financial instruments are recorded at fair value when acquired or issued.  In subsequent
periods, equity instruments that are quoted in an active market are reported at fair value, with
any unrealized gains and losses reported in revenue.  All other financial instruments are
reported at cost or amortized cost less impairment, if applicable.  Financial assets are tested
for impairment when changes in circumstances indicate the asset could be impaired.
Transaction costs on the acquisition, sale or issues of financial instruments are expensed for
those items re-measured at fair value at each statement of financial position date and
charged to the financial instrument for those measured at amortized cost.

Use of Estimates
The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the year.  Significant items subject to such
estimates and assumptions include the carrying amount of capital assets.  Actual results
could differ from those estimates.
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

2. Restricted Cash and Investments

Board restricted cash and investments include term deposits, guaranteed investment
certificates, corporate and government bonds and other fixed term securities, common
shares, preferred shares and foreign securities.  Restricted cash and investments with
remaining maturities of less than one year in the amount of $843,473 (2018 - $628,724) are
classified as restricted cash and short-term investments. Short-term fixed income
investments bear interest between 1.950% and 2.944%.  Investments with maturities greater
than one year are classified as restricted long-term investments.

Restricted long-term investments consist of the following:

2019 2018
Cost Market Cost Market

Fixed income $ 1,038,367 $ 1,040,686 $ 1,294,287 $ 1,285,128
Common shares 1,006,580 1,108,971 708,924 739,396
Preferred shares 168,969 168,923 188,828 196,884
Foreign securities 188,724 207,111 167,883 183,022

$ 2,402,640 $ 2,525,691 $ 2,359,922 $ 2,404,430

Restricted long-term fixed income investments have maturity dates that range from June
2020 to June 2025 and bear interest between 1.25% and 4.54%.

The Organization's investments are managed by a third party investment manager and
investments in the portfolio are made in accordance with the Organization's investment policy
as approved by the Board established by the Finance and Risk Committee. The objective of
the investment policy is to preserve capital and obtain modest growth, while minimizing
volatility of the portfolio.

The Organization manages its portfolio investments based on its cash flow needs and with a
view to optimising its investment income within an appropriate level of risk.
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

3. Capital Assets
2019 2018

Accumulated) Accumulated)
Cost) Amortization Cost Amortization

Furniture and equipment $ 743,284 $ 557,394 $ 704,745 $ 496,733
Computer equipment 334,028 247,326 249,399 228,886
Leasehold improvements

- Main 209,126 64,656 209,126 26,131
Leasehold improvements

- Ferguson 263,299 263,299 263,299 263,299
Leasehold improvements

- Queen 405,412 319,128 348,245 311,364
Leasehold improvements

- Catharine 660,231 346,356 660,231 275,552
Vehicle 35,449 5,317 - -

$ 2,650,829 $ 1,803,476 $ 2,435,045 $ 1,601,965

Net book value $ 847,353 $ 833,080

4. Operating Loan

The Organization has an operating line of credit of $900,000 with the Royal Bank of Canada.
As collateral, the Organization has provided a general security agreement covering all assets.
Interest is charged at the bank's prime rate plus 1.15%.  As at March 31, 2019, the
outstanding loan amount was $Nil (2018 - $Nil).

5. Deferred Revenue

Included within deferred revenue are the following:

2019 2018

City of Hamilton $ 263,008 $ 137,295
Foundations 287,616 136,821
Glenco Grant - 12,000
Government of Canada 39,058 32,390
Government of Ontario - 51,884
Other 15,293 50,180
Region of Halton - 30,000
Newcomer Fund 40,568 79,294
The United Church of Canada 26,874 15,000

$ 672,417 $ 544,864
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

6. Deferred Capital Contributions

Deferred capital contributions represent the unamortized amount of grants and donations
received for the purchase of capital assets.  The changes in the deferred capital contributions
balance are as follows:

2019 2018

Balance, beginning of year $ 530,442 $ 393,890
Contributions received during the year 120,212 222,082
Amount amortized during the year (125,271) (85,530)

Balance, end of year $ 525,383 $ 530,442

7. Board Restricted Net Assets

The Board passed motions to restrict a portion of interest earned on board restricted net
assets and the excess of revenue over expenses from operations. In 2019, donations from
various estates of $30,945 (2018 - $24,188) were also restricted in accordance with Board
policy of restricting individual donations in excess of $10,000. During the year, the Board
granted scholarships of $Nil (2018 - $8,000) from interest and investment income related to
board restricted net assets.

During the year, the Board approved an additional $53,500 to be used for specific purposes
from board restricted net assets. The full amount was spent during the year.

8. Endowments

Investment income generated from endowments must be used in accordance with the various
purposes established by the donors.  Management ensures, as part of its fiduciary
responsibilities, that all funds received with a restricted purpose are expended for the purpose
for which they were intended.

9. Community Donations and Grants
2019 2018

Individuals $ 334,340 $ 335,858
Local churches 48,046 180,550
Hamilton Community Foundation 51,749 71,003
United Way 146,175 130,292
Groups and organizations 1,478,708 1,441,048
Special events 153,673 208,306
Corporate donations 26,318 5,821

$ 2,239,009 $ 2,372,878
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

10. Donated Goods

The Organization receives donations in the form of goods for use in its programs.  Based on
management's estimate, the approximate value of goods received during the year
was $601,895 (2018 - $430,202).  No amount has been recorded in the financial statements
for these donated goods.

11. Endowments With The United Church of Canada

In fiscal 2015, the Organization established an endowment fund with The United Church of
Canada Foundation in the amount of $50,000 that was contributed from board restricted
assets.  The income earned on the endowment held by The United Church of Canada
Foundation will be distributed to the Organization and used for ongoing operations in the year
received.  The endowment fund is not reflected in these financial statements.

The endowment fund balance is comprised of the following:

2019 2018

Capital contributions - permanently retained $ 50,000 $ 50,000
Funds available for distribution 1,951 1,892

$ 51,951 $ 51,892

12. Commitments

The Organization has operating leases for its various locations with aggregate minimum
annual payments for the next five years as follows:

2020 $ 440,369
2021 269,519
2022 232,412
2023 238,120
2024 80,750

$ 1,261,170
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Wesley Urban Ministries Inc.
Notes to Financial Statements

March 31, 2019

13. Employee Retirement Program

The Organization has established a RRSP benefit program available to full-time employees
upon completion of one year of service.  The Organization will contribute 2% of the individual
employee’s salary into a group RRSP plan.  During the year, $92,647 (2018 - $73,202) was
expensed within salaries and benefits on the Statement of Operations in connection with this
program.  Employees may also contribute to the group RRSP plan through payroll, directly
deducted off of their biweekly pay.

14. Financial Instruments

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 manages its liquidity risk by monitoring its operating
requirements and maintaining available credit facilities.  The Organization prepares budget
and cash forecasts to ensure it has sufficient funds to fulfill its obligations.  This risk has not
changed from the prior year.

Interest Rate Risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate as a result of changes in market interest rates. The Organization is exposed to this
risk through its interest bearing investments.  Interest rate risk is managed by the
Organization through construction of a portfolio of fixed yield investments with varying
maturity and interest rates. Additionally, the Organization's policy is to hold the fixed yield
investments until maturity in order to realize the coupon value of the instrument.   This risk
has not changed from the prior year.

Credit Risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation.  The Organization's most significant
exposure to credit risk is its accounts receivable. To manage this risk, the Organization
requires that funds invested outside of their investment portfolio must be used to purchase
money market investments rated AA or higher, or to purchase funds in savings accounts up
to $100,000 per credit union with a minimum rating of R-1.  This risk has not changed from
the prior year.

Market Risk
Market risk arises from the possibility that changes in market prices will affect the level of
investments held by the Organization.  The Organization is subject to market risk on its
restricted investments.  The values of these restricted investments will fluctuate as a result of
changes in market prices or other factors affecting the values of the investments.  This risk
has not changed from the prior year.
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