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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of: Evangelical Lutheran Foundation of Eastern Canada

We have audited the accompanying financial statements of Evangelical Lutheran Foundation of Eastern
Canada, which comprise the statement of financial position as at December 31, 2013 and the statements of fund
balances, operations 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 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.

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 audit opinion.

Opinion
In our opinion, these financial statements present fairly, in all material respects, the financial position of
Evangelical Lutheran Foundation of Eastern Canada as at December 31, 2013 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.

Guelph, Ontario
March 6, 2014

686 St. David St. North, Fergus, ON N1M 2K8
519-843-1320

15 Lewis Road, Guelph, ON N1H 1E9
519-822-9933

www.rlb.¢a

Chartered Accountants
Licensed Public Accountants
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2013

2013 2012

CURRENT
Cash
Accounts receivable
Donated life insurance policies
Due from the Synod (note 6)
Accrued interest
Investments (note 4)

Long term investments
Equities - at market value

CURRENT
Accounts payable and accrued liabilities
Due to the Synod (note 6)
Managed funds income (note 8)
Managed funds capital (note 8)

ASSETS

LIABILITIES

$ 2,139,971
15,166
13,188

418,234
58,905

7,107,002
6,355,155

$ 16~107,621

$     13,236
776,587
83,904

1,038,480
1,912,207

$    833,724
13,361
13,188

527,266
55,708

7,175,941
5,519,950

$ 14,139,138

$      8,269
141,111
48,227

963,726
1,161,333

NET ASSETS

FUND BALANCES
Endowment
Restricted
Unrestricted

9,047,826
5,103,239

441349
14,195,414

$ 16,107,62!

8,332,783
4,602,796

42~226
12,977,805

14,139,138

See notes to the financial statements
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

STATEMENT OF FUND BALANCES

FOR THE YEAR ENDED DECEMBER 31, 2013

Endowment Restricted
Fund Fund

Unrestricted
Funds

2013
Total

2012
Total

FUND BALANCES, beginning of year

Interfund transfers (note 7)

Excess of revenue over expenses and
grants for the year

FUND BALANCES, end of year

$ 8,332,783 $ 4,602,796

68,347 518,871

646,696 (18,428)

$ 9,047,826 $. 5,103,239

$ 42,226 $12,977,805 $11,085,397

(587,218) 0 0

5891341

$ 441349

1 ~217~609

$14,195,414

11892~408

$121977,805

See notes to the financial statements
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2013

Endowment Restricted
Fund Fund

Unrestricted
Funds

2013
Total

2012
Total

REVENUE
Donations (note 6) $ 266,972 $ 279,993 $ 24,000
Investment gain 797,504 411,172 0
Donations-in-kind 0 0 626,16 t
Management fees (note 6) 0 0 111,539

1,064,476 691,165 761,700

EXPENSES
Planned giving
Employment contracts
Office and administration (note 6)

GRANTS
To the Synod (note 6)
To other charities

EXCESS (SHORTFALL) OF REVENUE
OVER EXPENSES AND GRANTS
for the year

0 0
0 0

66~448 33,716
66~448 33,716

6,731
54,880
50,190

111,801

$ 570,965
1,208,676

626,161
111,539

2,517,341

6,731
54,880

150,354
211,965

351,332 675,877 0 1,027,209
0 0 60,558 60,558

351,332 675,877 60 558 1,087,767

$ 646,696 $ (18,428) $ 589,341 $ 1,217,609

$ 1,275,481
766,760
403,020

95~300
2,540,561

5,763
51,139
8,799

175r701

363,360
1091092
472~452

$ 1,892,408

See notes to the financial statements
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2013

2013 2012

CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
Excess of revenue over expenses and grants for the year
Items not requiring an outlay of cash

Unrealized (gain) loss on investments

Changes in non-cash working capital
Accounts receivable
Due from the Synod
Accrued interest
Due to the Synod
Accounts payable and accrued liabilities

CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES
Managed funds capital
Managed funds income
Purchase of investments
Sale of investments

NET INCREASE IN CASH AND CASH EQUIVALENTS

NET CASH AND CASH EQUIVALENTS, beginning of year

NET CASH AND CASH EQUIVALENTS, end of year

$     1,217,609 $     1,892,408

(870.272) (398.113)
347,337 1,494,295

(1,805) (1,693)
109,033 326,871

(3,197) 4,441
635,476 (232,473)

4,967 342
1,091,811 1,591,783

74,754 261,801
35,678 41,358

(781,672) (2,166,191)
885,676 723.037
214,436 (1,139,995)

1,306,247 451,788

833,724 381,936

$    21139,971 $        833,724

See notes to the financial statements
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2013

PURPOSE OF THE ORGANIZATION

The declared purpose of The Evangelical Lutheran Foundation of Eastern Canada [the
"Foundation"] is "to operate exclusively as a charity to support and further the life, work and
mission of the Eastern Synod of the Evangelical Lutheran Church in Canada, its congregations
and affiliated institutions, and other faith-based organizations with similar purposes, which are
qualified donees within the meaning of section 248(1) of the Income Tax Act." The Foundation is
incorporated without share capital under the laws of Canada and is registered with the Canada
Revenue Agency ["CRA"] as a public foundation. It is exempt from income tax and may issue tax-
creditable donation receipts to donors as long as it continues to meet the disbursement
requirements of the Income Tax Act (Canada).

The agreement between the Synod and the Foundation requires the Foundation to honour donor
designations and restrictions for use of these funds.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)    FUND ACCOUNTING

In order to ensure observance of the limitations and restrictions on the use of resources
available to the Foundation, the accounts of the Foundation are maintained in accordance
with the principles of fund accounting. These funds are held in accordance with the
objectives specified by donors, or in accordance with directives issued by the Board of
Directors. Transfers between the funds are made when it is considered appropriate and
authorized by the Board. To meet the objectives of financial reporting and stewardship
over the assets, certain interfund transfers are necessary to ensure the appropriate
allocation of assets and liabilities to the respective funds. These interfund transfers are
recorded as a component of changes in fund balances.

For financial reporting purposes, the Foundation has combined funds with similar
characteristics into three major fund groups as follows:

[i] Endowment

Endowment funds are resources that are required to be maintained by the
Foundation on a permanent basis. Revenue of the endowment fund is limited to
amounts that have been restricted for endowment purposes by the external
contributor.

[ii] Restricted

Restricted funds include amounts that are restricted in accordance with the
objectives as specified by the donors, or in accordance with directives issued by
the Board of Directors.

[iii] Unrestricted

Unrestricted funds include all other expendable funds and investments. General
operating expenses are charged to the unrestricted fund.
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) REVENUE RECOGNITION

Donations designated by the donor as endowment contributions are recognized as
revenue in the endowment fund. All other donor-restricted contributions are recognized
as revenue of the restricted fund. Unrestricted contributions are recognized as revenue of
the unrestricted fund.

Contributions are recognized in revenue when received or receivable if the amount to be
received can be reasonably estimated and collection is assured.

The Foundation follows the restricted fund method for contributions.

(c)    DONATIONS-IN-KIND

Donated materials consist of bonds, equities and life insurance policies contributed to the
Foundation. Bonds and equities are recorded at fair market value and life insurance
policies are recorded at their cash surrender value.

(d) INVESTMENTS

Bonds and equity investments are valued at fair value, defined as market value.
Transactions are recorded on a trade date basis and transaction costs are expensed as
incurred.

(e)    FINANCIAL INSTRUMENTS

Measurement of financial instruments
The organization initially measures its financial assets and liabilities at fair value, except
for certain non-arm’s length transactions. The organization subsequently measures all its
financial assets and financial liabilities at amortized cost, except for investments in bonds
and equity instruments that are quoted in an active market, which are measured at fair
value. Changes in fair value are recognized in the statement of operations.

Financial assets measured at amortized cost include cash, accounts receivable, accrued
interest and due from the Synod.

Financial liabilities measured at amortized cost include accounts payable and accrued
liabilities, due to the Synod, managed funds capital and managed funds income.

The organization’s financial assets measured at fair value include investments and
donated life insurance policies.

Impairment
Financial assets measured at amortized cost are tested for impairment when there are
indicators of impairment. If an impairment has occurred, the carrying amount of financial
assets measured at amortized cost is reduced to the greater of the discounted future
cash flows expected or the proceeds that could be realized from the sale of the financial
asset. The amount of the write-down is recognized in net surplus. The previously
recognized impairment loss may be reversed to the extent of the improvement, directly or
by adjusting the allowance account, provided it is no greater than the amount that would
have been reported at the date of the reversal had the impairment no.t been recognized
previously. The amount of the reversal is recognized in net surplus.
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) FINANCIAL INSTRUMENTS (continued)

Transaction costs
The organization recognizes its transaction costs in net income in the period incurred.
However, financial instruments that will not be subsequently measured at fair value are
adjusted by the transaction costs that are directly attributable to their origination, issuance
or assumption.

FINANCIAL INSTRUMENTS

Unless otherwise noted, it is management’s
significant interest, credit, currency, liquidity,
instruments.

opinion that the organization is not exposed to
or other price risks arising from these financial

The organization is subject to market risk, foreign currency risk, and interest rate risk with respect
to its investment portfolio. To manage these risks, the Foundation has established a target mix of
investment types designed to achieve the optimal return within reasonable risk tolerances.

The extent of the organization’s exposure to these risks did not change in 2013 compared to the
previous period.

The organization does not have a significant exposure to any individual customer or counterparL

INVESTMENTS

The organization’s funds are invested in bonds and Canadian and foreign equity securities.
These investments are subject to market value fluctuations and the Foundation records these
investments at market value. Accordingly, the year end market values and investment income for
the year include unrealized gains and losses.

The combined market values of the investments are summarized below:
Unrealized

Market gain

Bonds $ 7,107,002 $ 124,070
Canadian equities 4,474,373 635,487
Foreign equities 1,880,782 358,855

$ 13,462,157. $ 1,118,412

RESTRICTIONS ON NET ASSETS

Restricted funds are either subject to donor directions and designations or are subject to the
internal designations of the Foundation.

Page 10



EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2013

=

m

TRANSACTIONS WITH THE SYNOD

Transactions with the Synod are in the normal course of operations and are measured at the
exchange amount, which is the amount of consideration established and agreed to by the two
parties. At year end, balances owing to and from the Synod are unsecured, interest free, with no
set terms of repayment.

[a] The organization is provided with facilities and administrative services from the Synod.
The organization pays $15,000 annually under the terms of the office facilities agreement.
The organization paid $14,000 for the 2013 fiscal year.

[b] The organization provides the Synod grants as approved by the Board of Directors. Total
grants to the Synod for the year were $1,027,209 (2012 - $363,360).

[c] The organization charges an administrative fee set at 0.19% of market value per quarter
on the funds transferred by the Synod either in 2008 or subsequently. The amount for
2013 totalled $99,402 (2012 - $95,300).

[d] During the year, the organization received $460,090 (2012 - $1,248,381) from the Synod
for funds received from donors, which were designated for investment purposes.

INTERFUND TRANSFERS

During the year, the organization elected to transfer $20,000 from the unrestricted fund to a
restricted fund and a net of $16,271 from restricted funds to endowment funds. A further $52,076
of unrestricted in-kind donations were transferred to an endowment fund and $515,142 of
unrestricted in-kind donations were transferred to restricted funds.

MANAGED FUNDS

These are funds owned by congregations of the Eastern Synod for which the income and capital
is designated for the benefit of these congregations. Under the terms of the agreements, the
congregations contributed assets, worth a total of $1,038,480 (2012 - $963,726) which were
pooled with the Foundation’s assets in the investment portfolio. The congregations retain
ownership of assets and have the option of terminating the agreements with due notice. The
Foundation collects management fees equal to 0.25% of market value per quarter, and pays to
each managed fund partner a pro rata share of investment income (net of fees) in the first
calendar quarter of the subsequent year. It is anticipated that these agreements will remain in
force for an indefinite period, and similar agreements will be entered into with other partners in
future years.

COMPARATIVE FIGURES

Certain figures presented for comparative purposes have been reclassified to conform to the
current year’s presentation.
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