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INDEPENDENT AUDITOR'S REPORT

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

Opinion
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, 2020 and the statements of fund
balances, operations and cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

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, 2020 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.

Basis of Opinion
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 foundation 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 opinion. 

Responsibilities of Management and Those Charged with Governance 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 foundation's ability to
continue as a going concern, disclosing, as applicable, matters related to a going concern and using the going
concern basis of accounting unless management either intends to liquidate the foundation or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the foundation's financial reporting process.

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. 
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As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgement 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 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 foundation’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 foundation’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 foundation 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.

Guelph, Ontario Chartered Professional Accountants
March 29, 2021 Licensed Public Accountants
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2020

2020 2019

A S S E T S
CURRENT

Cash and cash equivalents $ 1,970,312 $ 3,778,366
Accounts receivable 28,503 28,099
Donated life insurance policies 13,188 13,188
Due from the Eastern Synod (note 6) 625,761 604,034
Investments (note 4) 51,250,690 42,956,750

$ 53,888,454 $ 47,380,437

L I A B I L I T I E S

CURRENT
Accounts payable and accrued liabilities $ 47,416 $ 25,515
Due to the Eastern Synod (note 6) 264,990 738,203
Partner funds income (note 8) 3,065,176 2,864,526
Partner funds capital (note 8) 28,686,475 24,349,013

32,064,057 27,977,257

N E T  A S S E T S

FUND BALANCES
Endowment 15,236,030 13,707,315
Restricted 6,565,541 5,606,568
Unrestricted 22,826 89,297

21,824,397 19,403,180

$ 53,888,454 $ 47,380,437

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

STATEMENT OF FUND BALANCES

FOR THE  ENDED DECEMBER 31, 2020

Endowment Restricted Unrestricted 2020 2019
Fund Fund Funds Total Total

FUND BALANCES, beginning of year $ 13,707,315 $ 5,606,568 $ 89,297 $ 19,403,180 $ 17,201,313

Interfund transfers (note 7) (143,661) 345,437 (201,776) 0 0

Excess of revenue and grants over expenses
for the year 1,672,376 613,536 135,305 2,421,217 2,201,867

FUND BALANCES,  end of year $ 15,236,030 $ 6,565,541 $ 22,826 $ 21,824,397 $ 19,403,180

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

STATEMENT OF OPERATIONS

FOR THE  ENDED DECEMBER 31, 2020

Endowment Restricted Unrestricted 2020 2019
Fund Fund Funds Total Total

REVENUE
Donations (note 6) $ 429,132 $ 264,534 $ 0 $ 693,666 $ 629,233
Investment gain (note 4) 1,616,224 644,420 0 2,260,644 2,571,572
Donations-in-kind 0 0 224,438 224,438 248,277
Administrative fees (note 6 & 8) 0 0 311,901 311,901 267,868

2,045,356 908,954 536,339 3,490,649 3,716,950

EXPENSES
Planned giving 0 0 4,595 4,595 19,014
Human resources contracts 0 0 72,070 72,070 70,846
Office and administration (note 6) 85,370 32,988 134,469 252,827 245,321

85,370 32,988 211,134 329,492 335,181

GRANTS 
To the Eastern Synod (note 6) 251,749 252,195 0 503,944 928,202
To other charities 35,861 10,235 189,900 235,996 251,700

287,610 262,430 189,900 739,940 1,179,902
EXCESS OF REVENUE AND GRANTS OVER

EXPENSES for the year $ 1,672,376 $ 613,536 $ 135,305 $ 2,421,217 $ 2,201,867

See notes to the financial statements
Page 7



EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

STATEMENT OF CASH FLOWS

FOR THE  ENDED DECEMBER 31, 2020

2020 2019

CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
Excess of revenue and grants over expenses for the year $ 2,421,217 $ 2,201,867
Items not requiring an outlay of cash 

Unrealized gain on investments (4,006,977) (3,993,660)

(1,585,760) (1,791,793)
Changes in non-cash working capital 

Accounts receivable (404) 8,665
Due from the Eastern Synod (21,727) (569,569)
Due to the Eastern Synod (473,213) 437,950
Accounts payable and accrued liabilities 21,901 7,450

(2,059,203) (1,907,297)

CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 
Partner funds capital 4,337,462 5,678,159
Partner funds income 200,650 3,150,804
Purchase of investments (11,736,963) (61,108,827)
Sale of investments 7,450,000 53,884,478

251,149 1,604,614

NET DECREASE IN CASH AND CASH EQUIVALENTS (1,808,054) (302,683)

NET CASH AND CASH EQUIVALENTS, beginning of year 3,778,366 4,081,049

NET CASH AND CASH EQUIVALENTS, end of year $ 1,970,312 $ 3,778,366

See notes to the financial statements
Page 8



EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE  ENDED DECEMBER 31, 2020

 
1. 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 Eastern Synod and the Foundation requires the Foundation to
honour donor designations and restrictions for use of these funds.

2. 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  ENDED DECEMBER 31, 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) REVENUE RECOGNITION

The Foundation follows the restricted fund method of accounting for contributions.
Contributions are recognized in revenue when received or receivable if the amount to be
received can be reasonably estimated and collection is assured.

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.

Administrative fees are charged on a quarterly basis to restricted, endowed and partner
funds based on the market value of the investments in each fund.

(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 initial cash surrender value. 

(d) CASH AND CASH EQUIVALENTS

The Foundation’s policy is to disclose bank balances under cash and cash equivalents,
including treasury bills with short term maturities held in the investment portfolios.

(e) FINANCIAL INSTRUMENTS

Measurement of financial instruments 
The Foundation initially measures its financial assets and liabilities at fair value, except for
certain non-arm’s length transactions. The Foundation subsequently measures all its
financial assets and financial liabilities at amortized cost, except for investments and
partner funds that are quoted in an active market, which are measured at fair value.
Changes in fair value of investments are recognized in the statement of operations,
except for the portion relating to partner funds, where the change in the fair value of the
investment asset is offset by the change in the partner fund liability. 

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 not been recognized
previously. The amount of the reversal is recognized in net surplus. 

Transaction costs 
The Foundation 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.
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE  ENDED DECEMBER 31, 2020

3. FINANCIAL INSTRUMENTS

Unless otherwise noted, it is management's opinion that the Foundation is not exposed to
significant interest, credit, currency, liquidity, or other price risks arising from the financial
instruments.

The Foundation 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 Foundation's exposure to these risks did not change in 2020 compared to the
previous period except to the extent outline in note 9.

The Foundation does not have a significant exposure to any individual customer or counterpart.

4. INVESTMENTS

The Foundation's funds are invested in bonds and guaranteed investment certificates, Canadian
and foreign equity securities, Canadian real estate and investment bonds. The bond and equity
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 values of the Foundation's investments are summarized below:
Unrealized

Value gain (loss)

Bonds and guaranteed investment certificates $ 9,625,415 $ 515,083
Alternative products 9,417,323 0
Canadian real estate 1,500,000 0
Investment bonds 815,021 0
Canadian and foreign equities 29,892,931 3,491,894

$ 51,250,690 $ 4,006,977

5. RESTRICTIONS ON NET ASSETS

Restricted funds are either subject to donor directions and designations or are subject to the
internal designations of the Foundation.
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EVANGELICAL LUTHERAN FOUNDATION OF EASTERN CANADA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE  ENDED DECEMBER 31, 2020

6. TRANSACTIONS WITH THE EASTERN SYNOD

Transactions with the Eastern 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 Eastern Synod are unsecured, interest free,
with no set terms of repayment. 

(a) The Foundation is provided with facilities and administrative services from the Eastern
Synod.  Under the terms of the office facilities agreement, the Foundation paid $13,300
for the 2020 fiscal year (2019 - $13,300). 

(b)     The Foundation provides the Eastern Synod grants as approved by the Board of
Directors. Total grants to the Eastern Synod for the year were $503,944 (2019 -
$928,202). Included in the total grants to the Eastern Synod, the Foundation also
forwarded grants in the amount of $40,000 (2019 - $0) directly to other charities, on behalf
of the Eastern Synod.

(c) The Foundation charged an administrative fee set at 0.15% per quarter on the funds
transferred by the Eastern Synod either in 2008 or subsequently. The amount for 2020
totalled $111,940 (2019 - $105,317).

(d) At year end, the Foundation had receivables of $625,761 (2019 - $604,034) from the
Eastern Synod for funds received from donors, which were designated for investment
purposes. The Foundation also had payables of $264,990 (2019 - $738,203) to the
Eastern Synod for year end grant requests.

7. INTERFUND TRANSFERS

During the year, the Foundation elected to transfer funds from endowment funds to restricted
funds to allocate income earned in the endowment funds, offset by a transfer from one restricted
fund to endowment funds to close the restricted fund. Additionally, the Foundation transferred an
amount from the unrestricted fund to the restricted funds based on a financial planning policy.

8. PARTNER FUNDS

These are funds owned by congregations and other organizations related to the Eastern Synod or
another Synod of the Evangelical Lutheran Church in Canada (ELCIC) for which the income and
capital is designated for the benefit of these organizations. Under the terms of the agreements,
the organizations' contributed assets, worth a total of $28,686,475 (2019 - $24,349,013), have
been collaboratively invested with the Foundation’s assets in the investment portfolio. The
organizations retain ownership of the assets and have the option of terminating the agreements
with due notice. The Foundation collects administrative fees equal to 0.25% of market value per
quarter, unless the market value of the fund exceeds $500,000, at which point the Foundation’s
policy prescribes slightly reduced fees ranging from 0.23% to 0.15% at various dollar thresholds.

9. MATERIAL UNCERTAINTY DUE TO COVID-19

During the year and subsequent to year end, the Novel Coronavirus (COVID-19) significantly
impacted the economy in Canada and globally. Although the disruption from the virus is expected
to be temporary, given the dynamic nature of these circumstances, the duration of business
disruption and the related financial impact cannot be reasonably estimated at this time. This may
impact timing and amounts realized on the organization's assets.
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