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Independent Auditor's Report

To the Members of
Renascent Foundation Inc.
Qualified Opinion

We have audited the financial statements of Renascent Foundation Inc. (the Organization), which
comprise the statement of financial position as at March 31, 2020 and 2019, the statements of Revenue
and Expenses, Changes in fund balances and cash flows for the year then ended and a summary of
significant accounting policies and other explanatory information.

In our opinion, except for the 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, 2020 and 2019, and its financial performance 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, 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. Therefore, we
were not able to determine whether any adjustments might be necessary to the donation and fundraising
revenue, excess of revenues over expenses, and cash flows from operations for the years ended March
31, 2020 and 2019, current assets as at March 31, 2020 and 2019, and fund balances as at April 1 and
March 31 for both the 2020 and 2019 years. Our audit opinion on the financial statements for the year
ended March 31, 2019 was meodified 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
opinion.

Responsibilities of Management and Those Charged with Govermance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the 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

Qur 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.
C Lotearn Rodole LLF

Mississauga, Ontario Clarkson Rouble LLP
June 25, 2020 Chartered Professional Accountants
Licensed Public Accountants



Renascent Foundation Inc.

Statement of Financial Position

As at March 31
2020 2019
Assets
Current
Cash § 110,075 § 152,694
Short term investment 712,892 1,055,868
Deposits and prepaid expenses 10,380 15,403
Accounts receivable 250,801 124,440
HST receivable 11,115 24,148
Receivable from Renascent Fellowship (Note 6) 118,454 -
1,213,717 1,372:553
Capital assets (Note 2) 5,404,145 5,600,206
$ 6,617,862 $ 6,972,759
Liabilities
Current
Accounts payable and accrued liabilities $ 161,799 § 118,920
Current portion of long-term debt (Note 5) 686,791 143,550
Payable to Renascent Fellowship (Note 6) - 54,887
Deferred revenue (Note 4) 83,991 175752
932,581 493,109
Long-term debt (Notg 5) 1,246,450 1,933,328
2,179,031 2,426,437
Fund Balances
Restricted Funds
Alumni Committee Fund 2,077 -
Replacements Funds 65,492 65,492
Endowments 228,670 228,670
Complete Care Bursary - 1,579
Continuing Care Bursary 36,000 -
332,239 295,741
Unrestricted Funds
Invested in Capital Assets 3,546,548 3,822,394
Unrestricted 560,044 428,187

4,106,592 4,250,581
4,438,831 4,546,322

$ 6,617,862 8 6,972,759

See accompanying notes to financial statements

On behalf of the Board: W
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Renascent Foundation Inc.

Statement of Revenue and Expenses

Year Ended March 31
2020 2019
Restricted Unrestricted Total Total
Revenue
Donations $ 172238 § 577,889 § 750,127 $§ 742,836
Fees for service - 3,067,854 3,067,854 3,073,916
Essential Family Care - 165,885 165,385 178,705
Special events - 314,262 314,262 251,441
Rental income (Note 7) - 642,959 642,959 642,959
Miscellaneous - 21,730 21,730 25,612
Wage subsidy - 11,858 11,858 -
172,238 4,802,437 4,974 675 4,915,469
Expenses
Grant to Renascent Fellowship
- annual operations (Note 7) 135,740 1,387,844 1,523,584 1,330,385
Treatment centres (Note 7) - 2,054,803 2,054,803 2,393,420
Special events - 176,661 176,661 205,978
Annual giving - 351,620 351,620 248,967
Administration - 449.145 449,145 430,382
Insurance - 8,170 8,170 7,351
Property tax - 17,580 17,580 15,046
Interest on long term debt - 81,119 81,119 83,135
Amortization - 419,484 419,484 411,227

135,740 4,946,426 5,082,166 5,125,891

(Deficiency) excess of
revenue over expenses $ 36,498 § (143,989) § (107.491) § (210,422)

See accompanying notes to financial statements
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Renascent Foundation Inc.

Statement of Cash Flows
Year Ended March 31

Operating activities

(Deficiency) excess of revenue over expenses

Items not requiring an outlay of cash

2020

$ (107,491)

2019

$ (210,422)

Amortization of capital assets 419,484 411,227
311,993 200,805
Cash generated from (used for)
Operating working capital
Deposits and prepaid expenses 5,023 (5,667)
Accounts receivable (126,361) 116,654
HST receivable 13,033 (11,421)
Accounts payable and accrued expenses 42,879 (97,358)
Deferred revenue (91,761) (79,993)
Increase from operating activities 154,806 123,020
Investing activity
Net purchase of capital assets (223,423) (72,037)
Financing activities
Repayment of long-term debt (143,637) (217,517)
Payable from Renascent Fellowship (173,341) 31,351
Decrease from financing activities (316,978) (186,166)
Decrease in cash (385,595) (135,183)
Cash, beginning of year 1,208,562 1,343,745
Cash, end of year $ 822,967 § 1,208,562

Cash is represented by:

Cash $§ 110,075 $§ 152,694
Short term investments 712,892 1,055,868
5 822,967 §$1,208,562

See accompanying notes to financial statements



Renascent Foundation Inc.

Notes to Financial Statements
March 31, 2020

Renascent Foundation Inc. (the "Foundation") was incorporated on November 28, 1983 under the
Ontario Corporations Act and funds special projects related to the alcohol and drug treatment
programs. Funds are raised through certain fund raising and other revenue generating activities.

1.

Summary of significant accounting policies

These financial statements have been prepared in accordance with the accounting
standards for not-for-profit organizations.

a)

b)

Cash

Cash consists of cash on hand and balances with banks. Cash and cash
equivalents held in investment portfolio accounts have been included with
investments as the purpose of this cash is for investment rather than meeting short
term cash commitments.

Fund accounting

The Foundation follows the restricted fund method of accounting for restricted
contributions. Accordingly, resources are classified for accounting and reporting
purposes into funds. These funds are held in accordance with the objectives
specified by the donors or in accordance with directives issued by the Board of
Directors. Externally restricted funds have been restricted by the donors and
reflect the various grants received for a specific purpose. These include
Replacements Fund, Complete Care Bursary, and Endowments. The internally
restricted Alumni Committee Fund reports resources that has been allocated for
Alumni activities by the Alumni Committee, and the Designated for Capital
Purposes fund reports resources that have been allocated for capital purposes by
the Board of Directors.

Revenue recognition

Fees for service revenue is recorded following the deferral method of accounting
and is recognized at the time the service is provided and the related expenses are
incurred.

Unrestricted grants and donation revenue received pertaining to specific projects
are recognized as revenue as the related project expenditures are incurred.

Restricted grants and donations are recognized as revenue of the related restricted
fund in the year in which they are received.



Renascent Foundation Inc.

Notes to Financial Statements
March 31, 2020

1.

Summary of significant accounting policies (continued)

d)

Financial instruments
Financial instruments

The Foundation initially measures its financial assets and liabilities at fair value.
The Foundation subsequently measures all its financial assets and financial
liabilities at amortized cost, except for short term investments, which are
measured at fair value. Changes in fair value are recognized in net income.

Financial assets measured at amortized cost include cash and accounts receivable.

Financial liabilities measured at amortized cost include accounts payable and
accrued liabilities.

Financial assets measured at fair value include short term investments. The
portion of short term investments in equity instruments that are quoted in an
active market are measured at fair value. The Foundation has elected to carry
mutual funds and other securities held in the investment portfolio at fair value.

The Foundation does not have any financial liabilities measured at fair value and
has not elected to recognized any financial liabilities at fair value.

Transaction costs

The Foundation recognizes its transaction costs in net income in the period
incurred except for financial instruments that will not be subsequently measured
at fair value. The carrying amounts of these instruments are adjusted by the
transaction costs that are directly attributable to their issuance.

Capital assets

Capital assets are recorded at cost. The Foundation amortizes its capital assets
over their estimated future lives on the following annual basis:

Building - 5% straight-line
Fumiture and equipment - 20% declining-balance
Leasehold improvements - 20% straight-line
Major renovations - 10% straight-line
Computer software - 30% declining-balance



Renascent Foundation Inc.

Notes to Financial Statements
March 31, 2020

1.

Summary of significant accounting policies (continued)

f)

g)

h)

Impairment of long-lived assets

A long lived asset is tested for impairment whenever events or changes in
circumstances indicated that its carrying amount may not be recoverable. An
impairment loss is recognized when the carrying amount of the asset exceeds the
sum of the undiscounted cash flows resulting from its use and eventual
disposition. The impairment loss is measured as the amount by which the
carrying amount of the long-lived asset exceeds its fair value. There were no
indicators of impairment in the current or prior year.

Measurement uncertainty

The preparation of the Foundation's financial statements in conformity with
Canadian accounting standards for not-for-profit organizations requires
management to make estimates and assumptions which affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those
estimates. Estimated life of capital assets, valuation of accounts receivable,
accrued liabilities are the most significant items that involve use of estimates.

Contributed Materials and Services

Certain materials and services are provided at no cost to the Foundation. The
value of such materials and services that would otherwise have been purchased
during the year is estimated to be $22,727 (2019 - $6,299). This amount is not
recognized in the financial statements. Volunteer hours that are donated have not
been recorded by the Foundation.

Allocation of expenses

The Foundation engages in various programs as noted on the Statement of
Revenue and Expenses. The costs of these include the costs of personnel and
other expenses that are directly related to providing the programs. The Foundation
also incurs payroll expenses that are common to the administration of the
organization and each of its programs.

The Foundation allocates certain of its payroll expenses on the basis of estimated
time spent on each function. This basis is applied consistently each year.



Renascent Foundation Inc.

Notes to Financial Statements
March 31, 2020

2.

Capital assets

2020 2019
Accumulated NetBook Net Book
Cost Amortization Value Value
Land $2407175 § - $ 2,407,175 §2,407,175
Buildings 7,254,351 4,661,237 2,593,114 2,955,868
Furniture and equipment 1,022,398 713,610 308,788 226,642
Major renovations 76,182 2,449 73,733 9,968
Computer software 101,964 80,629 21,335 553

510,862,070 §$ 5,457,925 §5,404,145 § 5,600,206

Bank Indebtedness

In addition to the the long term debt outlined in Note 5, the Foundation has a revolving
demand facility of $50,000, a revolving lease line of credit in the amount of $350,000,
and credit on Visa of $50,000, secured by a General Security Agreement covering all
assets other than real property of the Foundation, a first collateral mortgage in the amount
of $2,315,000 covering property located at 356 Dundas Street West, Toronto, Ontario, a
first collateral mortgage in the amount of $1,000,000 covering the property located at 54
Madison Ave, Toronto, Ontario, and a guarantee and postponement of claim in the
amount of $700,000 signed by Renascent Fellowship. The facility bears interest at prime
plus 1% per annum. As at March 31, 2020 the outstanding balance related to the facility
was $Nil (2019 - $Nil).

Deferred revenue

Deferred revenue consists mainly of fees for service revenue received that relates to April
of the subsequent year. The balance of the deferred consists of donations received prior to
year end that related to either the Foundation's annual campaign or recovery shot golf
tournament which take place subsequent to year end.

2020 2019
Balance, beginning of year $ 175752 § 252,745
Additions during the year 83,991 175,752
Recognized as income (175,752) (252,745)
Balance, end of year $ 83991 § 175,752

10



Renascent Foundation Inec.

Notes to Financial Statements
March 31, 2020

5. Long-term debt
2020 2019
Mortgage payable bearing interest at 3.22% per
annum, repayable in monthly instalments of
principal and interest of $7,671, due May 1, 2019. $ - $ 15132

Term loan payable bearing interest at 3.52% per

annum, repayable in monthly instalments of principal

and interest of $2,905, due September 28, 2021,

Term loan is secured by the property with a net book

value of $830,848 (2019 - $906,871). 435,774 454,969

Term loan payable bearing interest at 4.19% per annum,

repayable in monthly instalments of principal and interest

of $8,225, due May 5, 2020. Term loan was renewed

subsequent to year end for one year at prime plus 1.25%,

repayable in instalments of principal and interest of

$6,558. Term loan is secured by the property with a net

book value of $1,601,212 (2019 - $1,673,200). 878,840 939,049

Term loan bearing interest at 4.19% per annum,

repayable in monthly instalments of principal and

interest of $6,321, due March 30, 2021, secured by

the property with a net book value of §1,706,429

(2019 - $1,824,077). 618,627 667,728

1,933,241 2,076,878
Less: current portion 686,791 - 143,550

51,246,450 $ 1,933,328

Scheduled debt repayments to the maturity dates are as follows:

2021 $ 686,791
2022 1,246,449
$ 1,933,240

11



Renascent Foundation Inc.

Notes to Financial Statements
March 31, 2020

6.

10.

Renascent Fellowship Receivable / Payable

The amount advanced to/from Renascent Fellowship is non-interest bearing, with no
fixed terms of repayment. Renascent Fellowship operates centres for the treatment of
alcoholism and drug addiction. Renascent Foundation Inc. provides significant funding to
the Fellowship.

Transactions with Renascent Fellowship

As indicated in these financial statements, the Foundation provided grants to Renascent
Fellowship totaling $1,523,584 (2019 - $1,330,383) and earned rental income at
estimated market rates of $642,959 (2019 - $642,959) from Renascent Fellowship. In
addition, included under treatment centres expense is a service provision fee cost of
$1,550,761 (2019 - $1,809,468) for services rendered by Renascent Fellowship to the
Foundation's fee-for-service clients.

Income Tax Status

Under the Income Tax Act (Canada), the Foundation is classified as a registered charity
and, as such, is not subject to income taxes.

Guarantees

The Foundation has provided security for the operating facilities for Renascent
Fellowship through a guarantee and postponement of claim in the amount of $275,000.

Indemnity has been provided to all directors and officers of the Foundation for various
items including, but not limited to, all costs to settle suits or actions due to their
involvement with the Foundation, subject to certain restrictions. The Foundation has
purchased directors' and officers' liability insurance to mitigate the cost of any potential
future suits or actions. The maximum amount of any potential future payment cannot be
reasonably determined.

Comparative amounts

Certain of the prior year comparative amounts have been re-classified to conform to the
current year's financial statement presentation.

12



Renascent Foundation Inc.

Notes to Financial Statements
March 31, 2020

11.

Financial instruments risk exposure

The Foundation is exposed to various risks through its financial instruments. The
following analysis provides a measure of the Foundation's risk exposure and
concentrations at the balance sheet date.

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 Foundation is exposed to
credit risk in the event of non-performance by counterparties in connection with its
accounts receivable. The maximum exposure to credit risk is the carrying value of
accounts receivable. The allowance for doubtful accounts is $47,002 (2019 - $15,000).

Liguidity risk

Liquidity risk is the risk that the Foundation will encounter difficulty in meeting
obligations associated with financial liabilities. The Foundation is exposed to liquidity
risk arising primarily from its long term debt obligations. The Foundation's ability to meet
obligations is dependent on the receipt of funds from its donors, fees for service as well
as other related sources of revenue. The Foundation mitigates this risk by managing its
working capital and cashflows and through the availability of its credit line. The
Foundation has not had issues with meeting obligations in the past.

Market rvisk

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 Foundation is mainly
exposed to interest rate risk and other price risk.

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 Foundation has
several mortgages with interest at varying rates and maturity dates. Changes in the
interest rates upon renewal can cause fluctuations in interest payments and cash flows.
The Foundation does not use derivative financial instruments to alter the effects of this
risk.

Other price risk

Other price risk is the risk that the fair value of financial instruments will fluctuate
because of changes in market prices (other than those arising from interest risk or
currency risk), whether those changes are caused by factors to the individual instrument
or its issuer, or factors affecting all instruments traded in the market. The Foundation's
exposure to price risk is limited as the investment mix consists mainly of cash, mutual
funds and guaranteed investment certificates.
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