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Independent Auditor's Report

To the Board of Directors and Stakeholders of DAREarts Foundation Inc.

Qualified Opinion

We have audited the accompanying financial statements of DAREarts Foundation Inc., which comprise the
statement of financial position as at July 31, 2022, and the statements of operations and 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 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 DAREarts Foundation Inc. as at July 31, 2022, 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 for Qualified Opinion

In common with many charitable organizations, the Foundation derives part of its revenue from fundraising
activities and 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
Foundation. We were unable to determine whether any adjustments might be necessary to revenues, excess
of revenues over expenses and cash flows from operations for the years ended July 31, 2022 and 2021,
current assets as at July 31, 2022 and 2021 and net assets as at August 1 and July 31 for both the 2022 and
2021 years. Our audit opinion on the financial statements for the year ended July 31, 2022 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 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 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 Foundation’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 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.

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the 1
international BDO network of independent member firms.



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 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.

BDO Canada [LP

Chartered Professional Accountants, Licensed Public Accountants

Barrie, Ontario
October 28, 2022
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DAREarts Foundation Inc.
Statement of Financial Position

July 31 2022 2021

Assets
Current
Cash and cash equivalents S 422,703 § 532,645
Accounts receivable 337,327 176,415
Prepaid expenses 5,687 -
765,717 709,060
Donated artwork - 22,800
Tangible capital assets (Note 2) 7,388 10,031

$ 773,105 § 741,891

Liabilities and Net Assets

Current
Accounts payable and accrued liabilities ) 38,721 S 7,703
Deferred revenue 18,561 74,968
Government remittances payable 18,469 3,204

75,751 85,875
Uncertainty due to COVID-19 (Note 7)

Net Assets
Unrestricted 412,354 371,016
Internally restricted contingency fund (Note 3) 285,000 285,000

697,354 656,016

S 773,105 § 741,891

On behalf of thi Zoard:
CV Chair Wrector

Tina Osen Jennifer Wilson

The accompanying notes are an integral part of these financial statements.



‘SJusWAe]S jeIdURLY 3SAU] JO 1Jed |eiBalul ue 3ue salou SuiAuedwodde ay |

£10°969  $ GSEL69 $ 000687 § PSETLY Jeak ayy jo pus ‘s3assy 19N
LLL‘osg L10°9G69 000°68Z 910°LLE Jeak ay3 jo BuiuuiBaq ‘s3assy 39N
906687 8EE‘LY - 8EE LY SaSUadxXa IDA0 SBNUIASL JO SSIDIXT
EVELT6 VOL6EL L - YOL‘6EL°L
: 008°TT = 00877 YA0M1Ie Pa1RUOp JO JJO-2ILIM
LEG LY 000} - 00¥0L SJUAS pue susiedwie)
pr9°c 9T - 9T uoLeziyiowy
G19'001 0SS‘vLL - 0SSvLL uonjesjsiuiwpy
89€ ‘61 TLE‘8LE . TLE8LE JuaWadURApE WelSo.d
G8L/1S 000°L£9 = 000149 sweli§oud
sasuadx3
6VTELT ) vo“18L L = r0°181°)
GLO‘} 916 - 916 12430
r6°8€ £65°€0} . £65°€01 S|enpiAlpu]
#60°GZE L18°G9 . LL8°G9 (G 9I0N) JUSWILIBA0D
GG6 V9T 718482 s T18°L8T SJUaA@ pue suSiedwe))
89€901 0Z1‘891 . 0Z189) suoryepuno
G/89Ly S vIL'V8S § - $ viL'ves  § suopyesodio)
ANUIASY
1207 zzot paloLisau paloLisalun L€ Ainr papua Jeak ayy io

Ajjeusayug

$39ssy 18N ul saduey) pue suoijeiadQ Jo Juswalels
*Juj uollepuno syie3yuvda




DAREarts Foundation Inc.
Statement of Cash Flows

For the year ended July 31 2022 2021
Cash flows from operating activities
Excess of revenues over expenses S 41,338 S 285,906
Items not affecting cash:
Amortization of tangible capital assets 2,642 3,644
Write-off of donated artwork 22,800 -
66,780 289,550
Changes in non-cash working capital:
Accounts receivable (160,912) (112,031)
Prepaid expenses (5,687) .
Accounts payable and accrued liabilities 31,018 (15,000)
Deferred revenue (56,407) 74,968
Government remittances payable 15,265 3,204
(109,943) 240,691
Cash flows from investing activities
Acquisition of property, plant and equipment - (2,632)
Net (decrease) increase in cash (109,943) 238,059
Cash, beginning of the year 532,647 294,588
Cash, end of the year S 422,704 § 532,647

The accompanying notes are an integral part of these financial statements.



R S R SEENE 1 (A RARS L bl B 52 SEGE % S0GE S PRI

July 31, 2022

DAREarts Foundation Inc.
Notes to Financial Statements

1 .Significant Accounting Policies

Nature and Purpose of
Organization

Basis of Accounting

Revenue Recognition

Inventory

The Foundation provides children and youth with out-of-classroom
education in life skills using all the arts.

DAREarts Foundation Inc. was incorporated under letters patent in
the Province of Ontario as a corporation without share capital on
December 16, 1996. On April 30, 1997, the Foundation received
notification of registration from the Canada Revenue Agency that
it had qualified for tax exempt status as a registered charity under
paragraph 149(1)(f) of the Income Tax Act. The Foundation issues
tax donation receipts, under Registration Number
886917764RR0002.

During the year, The Foundation received a business licence to
operate under the name of Thrive Youth Development Canada. The
license expires January 2027.

In order to maintain its status as a charitable organization under
the Act, the Foundation must meet certain requirements within
the Act. These requirements include annual return filings and
fulfilling disbursement requirements.

The financial statements have been prepared using Canadian
accounting standards for not-for-profit organizations.

The Foundation follows the deferral method of accounting for
contributions.

Restricted contributions are recognized as revenue in the year in
which the related expenses are incurred. Unrestricted
contributions are recognized as revenue when received or when
amount can be reasonably estimated and collection is reasonably
assured. Interest income is recognized as revenue in the year in
which it is earned. The unrestricted general operating fund
accounts for the foundation's program delivery and administrative
activities. This fund reports unrestricted resources.

Deferred revenue represents contributions and grants received for
programs in future periods.

Inventory includes a collection of art work donated to the
Foundation and is measured at fair value at the date of
contribution.
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DAREarts Foundation Inc.
Notes to Financial Statements

1. Significant Accounting Policies (continued)

Financial Instruments

Donated Materials and
Services

Financial instruments are recorded at fair value at initial
recognition.

In subsequent periods, equities traded in an active market and
derivatives are reported at fair value, with any change in fair
value reported in income. All other financial instruments are
reported at cost or amortized cost less impairment. Transaction
costs on the acquisition, sale or issue of financial instruments are
expensed for those items measured at fair value and charged to
the financial instrument for those measured at amortized cost.

Financial assets are tested for impairment when indicators of
impairment exist. When a significant change in the expected
timing or amount of the future cash flows of the financial asset is
identified, the carrying amount of the financial asset is reduced
and the amount of the write-down is recognized in net income. A
previously recognized impairment loss may be reversed to the
extent of the improvement, provided it is not greater than the
amount that would have been reported at the date of the reversal
had the impairment not been recognized previously, and the
amount of the reversal is recognized in net income.

The Foundation's financial instruments comprise cash and
investments, which are recorded at fair value and accounts
receivable and accounts payable and accrued liabilities which are
recorded at amortized cost.

The work of the Foundation is dependent on the voluntary services
of the community. Since these services are not normally
purchased by the Foundation and because of the difficulty in
determining their fair value, donated services are not recognized
in these financial statements. For 2022 the Foundation tracked 888
volunteer hours (2021 - 773 hours).

Contributed materials are recognized in the financial statements
when their fair market values are reasonably determinable and
when they would normally have been purchased by the Foundation
if not donated.

Fair value is defined as the estimated cash outlay that would have
been required to purchase the contributed services and material.
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DAREarts Foundation Inc.
Notes to Financial Statements

July 31, 2022

1. Significant Accounting Policies (continued)

Tangible Capital Assets Purchased tangible capital assets are stated at cost less
accumulated amortization. Contributed tangible capital assets
are recorded at fair value at the date of contribution and are
amortized, unless fair value is not determinable in which case
contributed tangible capital assets are recorded at nominal value
at the date of contribution. Expenditures for repairs and
maintenance are expensed as incurred. Betterments that extend
the useful life of the tangible capital asset are capitalized.

Construction in progress is not amortized until the tangible capital
asset is substantially complete and ready for use.

Amortization based on the estimated useful life of the asset is
calculated as follows:

Method Rate
Office furniture and equipment  Declining balance 20%
Computer equipment Declining balance 30-50%

When a tangible capital asset no longer has any long-term service
potential to the Foundation, the excess of its net carrying amount
over any residual value is recognized as an expense in the
statement of operations. Any unamortized deferred contribution
amount related to the tangible capital asset is recognized in
revenue in the statement of operations, provided that all
restrictions have been complied with.

When a tangible capital asset is disposed of, the difference
between the net proceeds on disposition and the net carrying
amount is recognized in the statement of operations. Any
unamortized deferred contribution amount related to the tangible
capital asset disposed of is recognized in revenue in the statement
of operations, provided that all restrictions have been complied
with.

Use of Estimates The preparation of financial statements in accordance with
Canadian accounting standards for not-for-profit organizations
requires management to make estimates that affect the reported
amounts of assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and
expenditures during the reporting period. The principal estimates
used in the preparation of these financial statements are
estimates for accrued liabilities, valuation of inventory and the
useful life and valuation of property, plant and equipment. Actual
results could differ from management's best estimates as
additional information becomes available in the future.
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DAREarts Foundation Inc.
Notes to Financial Statements

July 31, 2022

1. Significant Accounting Policies (continued)

Contingency Fund The Foundation has established an internally restricted
contingency fund. The fund will be used to cover against

unexpected events, such as losses of income, and large
unbudgeted expenses.

2. Tangible Capital Assets

2022 2021

Accumulated Accumulated

Cost Amortization Cost  Amortization

Office furniture and

equipment $ 25,706 $ 22,770 S 25,706 $ 22,036
Computer equipment 37,348 32,896 37,348 30,987
63,054 55,666 63,054 53,023

$ 7,388 S 10,031
RLERAR

3. Internally Restricted Contingency Fund

2022 2021

Opening balance $ 285,000 § 110,000
Transfers - 175,000
Closing balance S 285,000 § 285,000
AR NS i R L RN S SRR S YR L

4. Contingency

The DAREarts Arts Endowment Fund was established in 2001 under a government matching AEF
program - a program of the Ministry of Tourism, Culture and Sport. The terms of the program
stipulate that the fund is a long-term endowment fund to be held in perpetuity and cannot be
liquidated. Each year the Ontario Arts Foundation board of directors will review the investment
performance of the funds and determine an approximate distribution of income. Distribution in
2022 was $3,766 (2021 - $3,526). The market value of the Endowment in 2022 was $68,003 (2021
- $77,016). These amounts have not been reflected in the financial statements as payment of
funds is directed by the Ontario Arts Foundation.




DAREarts Foundation Inc.
Notes to Financial Statements

July 31, 2022

5. Government Grants

During the year, the Foundation received a grant of $4,217 (2021 - $4,429) from the Employment
and Social Development Canada ("ESDC").

The Foundation has also received SNIL (2021 - $18,000) from Agriculture and Agri-Food Canada
("AAFC").

The Foundation has also received $3,300 (2021 - $30,300) in government grants from the Ontario
Trillium Foundation.

The Foundation has also received $31,326 (2021 - $55,281) in government grants from the Ontario
Arts Council.

All of the above grants have been recognized in revenue.

6. Financial Instruments
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
resulting from the possibility that a customer or counterparty to a financial instrument defaults
on their financial obligations; if there is a concentration of transactions carried out with the same
counterparty; or of financial obligations which have similar economic characteristics such that
they could be similarly affected by changes in economic conditions. The Foundation's financial
instruments that are exposed to concentrations of credit risk relate primarily to its accounts and
contributions receivable.

The Foundation is also exposed to credit risk arising from all of its bank accounts being held at
one financial institution.

There have not been any changes in the risk from the prior year.
Liquidity risk

Liquidity risk is the risk that the Foundation will encounter difficulty in meeting its obligations
associated with financial liabilities. Liquidity risk includes the risk that, as a result of operational
liquidity requirements, the Foundation will not have sufficient funds to settle a transaction on the
due date; will be forced to sell financial assets at a value, which is less than what they are worth;
or may be unable to settle or recover a financial asset. The Foundation is exposed to this risk
mainly in respect of its accounts payable.

The Foundation’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient cash flows to fund its operations and to meet its liabilities when due, under
both normal and stressed conditions. The Foundation maintains a portion of its invested assets in
liquid securities.

There have not been any changes in the risk from the prior year.
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DAREarts Foundation Inc.
Notes to Financial Statements

July 31, 2022

6. Financial Instruments (continued)

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 is exposed to interest rate
risk on its fixed rate financial instruments. Fixed-interest instruments subject the Foundation to
a fair value risk.

The Foundation is exposed to changes in interest rates related to its investments in marketable
securities. The Foundation’s primary objective is to ensure the security of principal amounts
invested and provide for a high degree of liquidity, while achieving a satisfactory return.
Treasury risk management policies specify various investment parameters including eligible types
of investment, maximum maturity dates, maximum exposure by counterparties and maximum
credit ratings.

The Foundation mitigates interest rate risk on investments by diversifying the durations of the
fixed-income investments that are held at a given time.

There have not been any changes in the risk from the prior year.
Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. Approximately 2% (2021 - 2%) of the
Foundation’s sales are in a foreign currency. Consequently, some assets are exposed to foreign
exchange fluctuations. As at year end, accounts receivable balances of $52,354 (2021 - $29,398)
are shown in Euros and converted into Canadian dollars.

The Foundation considers this risk to be acceptable and therefore does not hedge its foreign
exchange rate risks.

1
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DAREarts Foundation Inc.
Notes to Financial Statements

July 31, 2022

7. Uncertainty due to COVID-19

COVID-19 was officially declared a pandemic in March 2020 and the impact on Canada and the
global economy has increased significantly since then, with the full effect of COVID-19 still
unknown. This has resulted in worldwide emergency measures to combat the spread of the virus.
As a part of these measures, DAREarts has added additional precautions and screenings to ensure
the safety of its community members and staff.

In order to respond to the needs of its service population during school and office closures, the
Foundation incurred additional costs associated with establishing in-home program spaces to offer
online programming (including filming online video series and running live, online classes), as well
as establishing in-home office spaces for staff.

The Foundation's main risk is the loss of donations and fundraising dollars. The majority of in-
person events and programming were moved to online after March 2020. Some in-person
programming occurred in British Columbia during the fiscal year and the major annual fundraising
event remained online. The Foundation continues to reach students through online programming
and providing Creativity Kits. The organization secured a physical space at Ashbridge Estates that
is accessible to staff, but is primarily used for storage due to the ongoing pandemic.

In addition, as the impacts of COVID-19 continue, there could be further impact on DAREarts and
its members. Management is actively monitoring the affect on its financial condition, liquidity,
and operations. As of July 31, 2022, DAREarts had received $30,180 (2021 - $217,084) in Canada
Emergency Wage Subsidy (CEWS) which has been included in government grants.

Given the daily evolution of the COVID-19 outbreak and the global responses to curb its spread,
the full impact of the pandemic on the DAREarts will not be known for months to come.
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