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INDEPENDENT AUDITOR'S REPORT

To: The Board of Directors
Kingston Literacy & Skills

We have audited the accompanying financial statements of Kingston Literacy & Skills, which comprise the
statement of financial position as at March 31, 2017 and the statements of revenue and expenditures, changes in
net assets 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 organization'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 organization'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 is sufficient and appropriate to provide a basis for our
qualified audit opinion.
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Basis for Qualified Opinion

In common with many not-for-profit organizations, the organization derives revenue from fund-raising,
donations and resource sales, 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 and we were not able to determine whether any adjustments might be necessary to these revenues,
the excess of revenue over expenditures, cash flows, assets and net assets for the years ended March 31, 2017
and March 31, 2016. Our audit opinion on the financial statements for the year ended March 31, 2016 was
modified accordingly because of these possible effects.

Qualified Opinion

In our opinion, except for the possible 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 Kingston
Literacy & Skills as at March 31, 2017, and its financial performance and cash flows for the year then ended in
accordance with Canadian accounting standards for not-for-profit organizations.

Kingston, Ontario Chartered Professional Accountants
June 19, 2017 Licensed Public Accountants
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KINGSTON LITERACY & SKILLS

STATEMENT OF FINANCIAL POSITION
AS AT MARCH 31, 2017

2017 2016
ASSETS

Current
Cash $ 78,727 $ 113,163
Investments - Note 2 94,963 197,047
Funding and accounts receivable - Note 3 232,169 32,447
HST recoverable 32,192 23,789
Prepaid expenses 20,465 20,786

458,516 387,232

Capital assets - Note 4 122,700 80,892

$ 581,216 $ 468,124

LIABILITIES

Current
Accounts payable and accrued liabilities $ 107,213 $ 64,984
Deferred revenue - Note 6 48,625 20,817
Deferred revenue - Bob Johnson Award - Note 7 45,834 -

201,672 85,801

Deferred contributions related to capital assets - Note 8 122,700 80,892

324,372 166,693

NET ASSETS
Bob Johnson Award - Note 7 - 50,000
Contingency reserve - Note 9 225,000 225,000
Unrestricted 31,844 26,431

256,844 301,431

$ 581,216 $ 468,124

Approved on behalf of the Board

 Director

 Director

The accompanying notes are an integral part of these financial statements.
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KINGSTON LITERACY & SKILLS

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED MARCH 31, 2017

2017
Investment in
Capital Assets

Bob Johnson
Award

Contingency
Reserve Unrestricted Total

Balance - beginning of the year $ - $ 50,000 $ 225,000 $ 26,431 $ 301,431

Excess revenue for the year - - - 5,413 5,413

Transfer to deferred
revenue - Bob Johnson
Award - Note 7 - (50,000) - - (50,000)

Balance - end of the year $ - $ - $ 225,000 $ 31,844 $ 256,844

2016
Investment in
Capital Assets

Bob Johnson
Award

Contingency
Reserve Unrestricted Total

Balance - beginning of the year $ 289 $ - $ 182,569 $ 106,594 $ 289,452

Excess (expenditures)
revenue for the year (289) - - 12,268 11,979

Transfers - 50,000 42,431 (92,431) -

Balance - end of the year $ - $ 50,000 $ 225,000 $ 26,431 $ 301,431

The accompanying notes are an integral part of these financial statements.
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KINGSTON LITERACY & SKILLS

STATEMENT OF REVENUE AND EXPENDITURES
FOR THE YEAR ENDED MARCH 31, 2017

2017 2016
Revenue

Government grants $ 1,108,864 $ 976,974
Foundations 12,063 6,739
United Way 41,000 41,402
Fund-raising and donations 32,577 32,261
Professional services 1,880 1,170
Interest income 1,680 2,224
Resource sales 2,910 4,180
Bob Johnson Awards 4,166 -
Amortization of deferred contributions - Note 8 42,504 37,327

1,247,644 1,102,277

Expenditures
Amortization 42,504 37,616
Childcare, transportation and travel 13,092 10,964
Communication 12,055 9,313
Facilities 183,426 191,925
Fund-raising 3,475 3,432
Insurance 6,030 6,350
Materials and resources 27,611 12,665
Office and general 19,372 19,783
Professional development 15,897 8,599
Professional services 29,694 14,872
Wages and benefits 889,075 774,779

1,242,231 1,090,298

Excess revenue for the year $ 5,413 $ 11,979

The accompanying notes are an integral part of these financial statements.
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KINGSTON LITERACY & SKILLS

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2017

2017 2016

Cash flows from operating activities
Excess revenue for the year $ 5,413 $ 11,979

Items not requiring an outlay of cash:
Amortization of deferred contributions (42,504) (37,327)
Amortization of capital assets 42,504 37,616
Accrued investment income 826 (1,605)

6,239 10,663

Net changes in non-cash working capital
Funding and accounts receivable (199,722) (3,953)
HST recoverable (8,403) (1,412)
Prepaid expenses 321 (10,562)
Accounts payable and accrued liabilities 42,229 4,641
Deferred revenue 27,808 (2,344)
Deferred revenue - Bob Johnson Award (4,166) -

(141,933) (13,630)

Cash flows from operating activities (135,694) (2,967)

Cash flows from investing activities
Purchase of capital assets (84,312) (8,222)
Purchase of investments - (93,318)
Deferred contributions related to capital assets 84,312 8,222
Proceeds from sale of investments 101,258 22,700

Cash flows from investing activities 101,258 (70,618)

Net decrease in cash for the year (34,436) (73,585)
Cash at the beginning of the year 113,163 186,748

Cash at the end of the year $ 78,727 $ 113,163

The accompanying notes are an integral part of these financial statements.
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KINGSTON LITERACY & SKILLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

Kingston Literacy & Skills is a not-for-profit agency that has served the community since 1977.  The
organization was established in response to a research study, “Reach Non-Readers” that demonstrated the need
for a part-time literacy program.  A subcommittee of the Kingston District Council for Continuing and
Community Education set up the Adult Reading Program, and the Kingston Literacy Council to support it.
The Kingston Public Library, the Frontenac County Board of Education and St. Lawrence College were
involved in the development and funding of this new literacy service.  In 1984, when the provincial funding for
literacy programs changed, Kingston Literacy became incorporated as a not-for-profit corporation under the
laws of the province of Ontario and is a registered charity under the Income Tax Act of Canada and is exempt
from income taxes. Beginning in 1989, Kingston Literacy expanded the organizational focus to include the
literacy needs of families, particularly of those with young children.

Kingston Literacy & Skills furthers the growth of adult and family literacy in Ontario and works with other
organizations and individuals having a similar goal. Kingston Literacy & Skills is a service delivery agency for
government supported services including Literacy and Basic Skills (LBS), Language Instruction for Newcomers
to Canada (LINC) and Early Years Services through the Early Literacy Specialists.  Family Literacy is supported
through grants, donations and Kingston Literacy & Skills’ own fund-raising efforts.

All of these services assist individuals to develop the essential skills needed for further education and training,
employment, participation in their communities, independence, enhanced family literacy and life-long learning.
Kingston Literacy & Skills’ programs and services are offered in both Kingston and Napanee, and through
outreach activities in the north end of Kingston and in Amherstview.

Kingston Literacy & Skills is actively engaged in planning holistic services as a member of community groups
including Employment Ontario, Literacy Services Planning, Frontenac, Lennox and Addington Children and
Youth Services Steering Committee and its sub-committees, and Coordinated Language Assessments and
Referrals collaboration.

Kingston Literacy & Skills is also involved in the development of learning resources and in research projects to
enhance the delivery of literacy services both within its own ranks and beyond.

1. Significant accounting policies

These financial statements have been prepared in accordance with Canadian accounting standards for not-
for-profit organizations and include the following significant accounting policies:

a) Revenue recognition

The organization follows the deferral method of accounting for contributions.  Restricted
contributions are recognized as revenue in the year in which the related expenditures are incurred.
Unrestricted contributions are recognized as revenue when received or receivable if the amount to be
received can be estimated and collection is reasonably assured.

Revenue from professional services and agency fees is recognized when the service is rendered.

Revenue from resource sales is recognized when the goods are received by the customer.

Revenue from fund-raising is recognized upon conclusion of the event.

Revenue from interest is recognized when earned.

Revenue from Bob Johnson Awards is recognized when the awards are paid to recipients and related
expenses are incurred.
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KINGSTON LITERACY & SKILLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

1. Significant accounting policies (continued)

b) Financial instruments

Measurement of financial instruments

The organization initially  measures  its  financial  assets  and  liabilities  at  fair  value.  The organization
subsequently measures all its financial assets and financial liabilities at amortized cost.

Financial assets measured at amortized cost include cash, investments, and funding and accounts
receivable.  Financial liabilities measured at amortized cost include accounts payable and accrued
liabilities.

Impairment

Financial assets measured at amortized cost are tested for impairment when there are indicators of
impairment. The amount of the write-down is recognized in the statement of revenue and
expenditures. 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 the statement of revenue and
expenditures. The organization has elected not to disclose fair value information about financial assets
and liabilities for which fair value was not readily obtainable.

c) Amortization

Capital assets are recorded at cost and are amortized using the straight-line method as follows:

Computer software 2 years
Computer hardware 4 years
Furniture and equipment 6 years
Leasehold improvements 10 years

d) Donated services

The work of the organization is dependent on voluntary services of many individuals.  Since these
services are not normally purchased by the organization and because of the difficulty of determining
fair market value, the value of these donated services is not recognized in the financial statements.

e) Use of estimates

The preparation of financial statements in accordance with Canadian accounting standards for not-for-
profit organizations requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amount of revenues and expenses during the reported period.
These estimates are reviewed periodically, and, as adjustments become necessary, they are reported
in earnings in the period in which they become known.  Significant estimates include the estimated
useful life of capital assets, deferred capital contributions and deferred revenue.
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KINGSTON LITERACY & SKILLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

2. Investments

Investments consist of cashable guaranteed investment certificates yielding 0.95% interest annually,
maturing between April and May 2018. Given the short-term nature of these investments, the carrying
value is considered equal to the market value.

3. Funding and accounts receivable
2017 2016

Immigration, Refugees and Citizenship Canada - 2015-16
funding $ 4,002 $ 24,072

Immigration, Refugees and Citizenship Canada - 2016-17
funding 219,137 -

City of Kingston 6,250 6,250
Literacy Link Eastern Ontario 2,748 -
Other 32 2,125

$ 232,169 $ 32,447

4. Capital assets
2017

Cost
Accumulated
Amortization Net

2016
Net

Computer software $ 12,163 $ 10,031 $ 2,132 $ -
Computer hardware 166,210 125,045 41,165 5,922
Furniture and equipment 173,071 137,616 35,455 2,753
Leasehold improvements 337,596 293,648 43,948 72,217

$ 689,040 $ 566,340 $ 122,700 $ 80,892

5. Bank indebtedness

At March 31, 2017, the organization had an available short-term line of credit facility of $100,000 (2016 -
$100,000) of which nil (2016 - nil) had been drawn down.  The line of credit bears interest at prime plus
1.75% and is secured by a general security agreement.

During the year, the organization obtained credit card facilities with a limit of $10,000 (2016 - nil) of
which $8,755 (2016 - nil) had been drawn down at year end, and is included in accounts payable and
accrued liabilities.
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KINGSTON LITERACY & SKILLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

6. Deferred revenue

Deferred revenue represents funding or fund-raising received in advance of revenue earned, and the
unspent portion of specified donations received.

2017 2016

Barry Roantree Memoriam $ 1,683 $ 6,384
Immigration, Refugees and Citizenship Canada - last

month's rent 7,583 7,583
Immigration, Refugees and Citizenship Canada - 2016-17 29,455
Community Response to Neighbourhood Concerns - 1,515
Davies Foundation 2,061 -
Fund-raising and designated donations - 1,886
Ministry of Advanced Education and Skills Development

Training supports 7,500 906
Queen's University 343 93
Wilfred Laurier University - 450
Spelling Bee - 2,000

$ 48,625 $ 20,817

7. Bob Johnson Award

At year end, a motion was approved by the Board to reclassify the Bob Johnson Endowment to the Bob
Johnson Award. Starting in fiscal 2018, the amount available each year for awards and related costs will be
based on the cumulative total of interest earned during the year plus 2% of the principal amount of funds
available.

This award was made possible by the generous donation from Bob Johnson and his family. The funds are to
be given as awards to recognize accomplishment, achievement and success for students, at the discretion
of the Board of Directors.

During the year, four awards were paid out totaling $4,000 (2016 - nil).
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KINGSTON LITERACY & SKILLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

8. Deferred contributions related to capital assets

Deferred contributions related to capital assets represent restricted contributions with which the
organization purchased capital assets.  The changes in the deferred contribution balance for the year are as
follows:

2017 2016

Balance - beginning of the year $ 80,892 $ 109,997

Add:  Contributions received
 Immigration, Refugees and Citizenship Canada (IRCC) 77,667 -
 Ministry of Community and Social Services and Ministry

of Children and Youth Services (MCSS-MCYS) - 2,489
  Ministry of Advanced Education and Skills Development

(MAESD) - 5,733
 Bingo funding 6,645 -

Less:  Amounts amortized to revenue (42,504) (37,327)

Balance - end of the year $ 122,700 $ 80,892

Investment in capital assets consists of:
2017 2016

Capital assets $ 122,700 $ 80,892
Deferred contributions related to capital assets (122,700) (80,892)

$ - $ -

9. Contingency reserve

The organization's Board of Directors approved the creation of a contingency reserve which may be funded
by transfers for the year from unrestricted net assets at the Board's discretion. During the year, a transfer
of nil (2016 - $42,431) from unrestricted net assets was approved for a total contingency of $225,000.
This amount represents the expected costs of three months rent and salaries.  The reserve is to be spent at
the discretion of the Board of Directors.
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KINGSTON LITERACY & SKILLS

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

10. Commitments

During the year, the organization entered into a lease agreement for office space expiring September 30,
2025. Net annual payments under the current lease terms are as follows:

2018 $ 175,962
2019 175,962
2020 175,962
2021 175,962
2022 186,692
Thereafter 888,394

$ 1,778,934

The organization occupies additional office space on a month to month basis. No lease has been negotiated.

11. Financial instrument risks

The organization is exposed to various risks through its financial instruments.  The following analysis
provides a measure of the organization's risk exposure and concentrations as at March 31, 2017.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party
by defaulting on their financial obligations, or if there is a concentration of transactions carried out with
the same party such that the organization could incur a financial loss. The organization's main credit risk
relates to its accounts receivable.

At year end, approximately 96% (2016 - 74%) and 3% (2016 - 19%) of the organization's funding and
accounts receivable balance is due from Immigration, Refugees and Citizenship Canada and the City of
Kingston, respectively.  The organization does not believe there are significant risks associated with
collection of these amounts as signed funding agreements are in place.

The organization's cash balances are held at major Canadian financial institutions.

Changes in risk

There  have  been no changes  in  the organization's risk exposure from the previous year other than those
specific matters noted above.

12. Comparative amounts

Certain comparative amounts have been reclassified in order to conform with the financial statement
presentation adopted in the current year.
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