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INDEPENDENT AUDITOR'S REPORT

To the Members
Redemption Church Durham
BROOKLIN

Ontario

Qualified Opinion

We have audited the accompanying financial statements of Redemption Church Durham which comprise the
statement of financial position as at December 31, 2020 and the statement of operations, statement of changes
in net assets and statement of 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 effects of the matter described in the Basis for Qualified Opinion paragraph, the
accompanying financial statements present fairly, in all material respects, the financial position of the entity 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 for Qualified 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 entity in accordance with the ethical requirements
that are relevant to our audit of the financial statements in Canada, and we have fulfilled our other 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.

As is common with many charitable organizations, Redemption Church Durham derives part of its revenues from
the general public in the form of contributions, which are not susceptible to complete audit verification.
Accordingly, our verification of revenue from this source was limited to the amounts recorded in the records of
Redemption Church Durham and we were not able to determine whether any adjustments might be necessary to
contribution revenues, excess of revenues over expenses, assets and net assets.

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 entity'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 entity or to cease operations, or has no realistic

alternative but to do so.

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

e |dentify 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.

e 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
entity's internal control.

® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e 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 entity'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 entity 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.

%v %M&M

NORTON McMULLEN LLP
Chartered Professional Accountants, Licensed Public Accountants

MARKHAM, Canada
April 14, 2021
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REDEMPTION CHURCH DURHAM
STATEMENT OF FINANCIAL POSITION

As at December 31, 2020 2019
ASSETS
Current
Cash and cash equivalents (Note 2) 898,556 582,235
Restricted cash and cash equivalents (Note 2) 218,872 186,910
Government assistance receivable (Note 8) 1,307 -
HST refundable 12,042 14,415
Prepaid expenses 12,647 12,300
1,143,424 795,860
Capital Assets (Note 3) 33,750 34,678
Restricted Investments (Note 4) 765,298 737,528
1,942,472 1,568,066
LIABILITIES
Current
Accounts payable and accrued liabilities 9,084 8,489
NET ASSETS
Unrestricted 67,424 79,101
Internally restricted 881,794 556,038
Externally restricted 984,170 924,438
1,933,388 1,559,577
1,942,472 1,568,066
Commitments (Note 5)
Approved by the Board:
Director
Director
-3-

See accompanying notes
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REDEMPTION CHURCH DURHAM

STATEMENT OF CHANGES IN NET ASSETS
For the year ended December 31, 2020

Excess
Balance - (Deficiency) of Transfers Balance -
Beginning Revenues over (Note 6) Ending
Expenses
Unrestricted
General $ 79,101 $ 286,591 (298,268) $ 67.424
Internally Restricted
Facilities $ 556,038 $ 27,488 247,043 $ 830,569
Missions - - 40,894 40,894
Benevolent - 10,331 10,331
$ 556,038 $ 27,488 298,268 $ 881,794
Externally Restricted
Facilities $ 910,835 $ 23,596 - $ 934,431
Missions 7,940 1,166 - 9,106
Benevolent 5,663 (994) - 4,669
Red Deer - 35,964 - 35,964
$ 924,438 $ 59,732 - $ 984,170
Total $ 1,659,577 $ 373,811 - $ 1,933,388
Prior Year
Unrestricted $ 115,249 $ 86,737 (122,885) $ 79,101
Internally Restricted 410,638 25,400 120,000 556,038
Externally Restricted 888,935 32,618 2,885 924,438
$ 1,414,822 $ 144,755 - $ 1,559,577
-4 -

See accompanying notes
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REDEMPTION CHURCH DURHAM
STATEMENT OF OPERATIONS

For the year ended December 31,

Total Total
General Facilities Missions Benevolent Red Deer 2020 2019
REVENUES
Contributions $ 1,054,068 $ 23,596 $ 2,892 $ 8,635 $105,433 $1,194,524 $ 1,007,482
Investment income - 27,488 - - - 27,488 25,400
Government assistance (Note 8) 9,625 - - - 1,375 11,000 -
Other 257 - - - - 257 29,667
$ 1,063,950 $ 51,084 $ 2,892 $ 8,535 $106,808 $ 1,233,269 $ 1,062,549
EXPENSES
Salaries and benefits $ 514,982 s - $ - $ - $ 67,064 $ 582,036 $ 533,328
Facilities 83,777 - - - - 83,777 101,034
Missions 63,019 - 1,726 - - 64,745 133,349
Administration 39,526 - - - 2,737 42,263 39,641
Staff development and ministry 23,623 - - - 555 24,178 27,322
Other ministries 20,423 - - - 498 20,921 32,583
Worship 10,486 - - - - 10,486 8,030
Benevolence - - - 9,629 - 9,629 6,722
Amortization 8,623 - - - - 8,623 10,530
Adult ministries 3,797 - - - - 3,797 5,852
Redemption Kids 3,590 - - - - 3,590 6,288
Youth 2,499 - - - - 2,499 7,590
Integration 2,491 - - - - 2,491 5,625
Loss on disposal of assets 623 - - - - 623 -
$ 777,359 3% - $ 1,726 $ 9,529 $ 70,844 $ 859,458 $ 917,794
EXCESS (DEFICIENCY)
OF REVENUES OVER EXPENSES $ 286,591 $ 51,084 $ 1,166 $ (994) $ 35,964 $ 373,811 $ 144,755
-5-

See accompanying notes
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REDEMPTION CHURCH DURHAM

STATEMENT OF CASH FLOWS
For the year ended December 31, 2020 2019

CASH AND CASH EQUIVALENTS WERE PROVIDED BY (USED IN):

OPERATING ACTIVITIES

Excess of revenues over expenses $ 373,811 $ 144,755
Items not affecting cash:
Amortization 10,486 8,030

$ 384,297 $ 152,785

Net change in non-cash working capital balances:

Government assistance receivable (1,307) -

HST refundable 2,373 (4,474)
Prepaid expenses (347) 5,122
Accounts payable and accrued liabilities 595 (6,231)

$ 385,611 $ 147,202

INVESTING ACTIVITIES

Decrease in term deposits $ - $ 9,236
Increase in restricted investments (27,770) (20,271)
Purchase of capital assets (9,558) (600)

$ (37,328) $ (11,635)

INCREASE IN CASH AND CASH EQUIVALENTS $ 348,283 $ 135,567
CASH AND CASH EQUIVALENTS - Beginning 769,145 631,078
CASH AND CASH EQUIVALENTS - Ending $ 1,117,428 % 766,645

Cash and cash equivalents are allocated as follows:
Unrestricted cash and cash equivalents $ 898,556 $ 582,235
Restricted cash and cash equivalents 218,872 186,910

$ 1,117,428 $ 769,145

See accompanying notes
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REDEMPTION CHURCH DURHAM

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NATURE OF OPERATIONS

Redemption Church Durham, (the “Church”) is federally incorporated without share capital and is a
registered charity under the Income Tax Act. The Church qualifies for tax-exempt status. The purpose of
the Church is to preach and advance the Christian faith through teaching and ministry and to evangelize
at home and abroad.

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)

b)

Fund Accounting

Resources are classified into funds according to the activities or objectives specified as follows:

The General Fund records all transactions relating to daily operating activities and special projects
where a fund has not been established. In the case where receipts collected exceed spending,
additional funds may be transferred to the internally or externally restricted funds as approved by
the Elders.

The Facilities Fund records all restricted donations externally designated by donors for capital
asset purchases. In addition, internally restricted transfers from the General Fund as approved by
the Elders are included in the fund balance.

The Missions and Benevolent Funds record all restricted donations externally designated by
donors for missions or benevolent efforts respectively. Benevolent spending is approved by the
Elders. When revenues exceed expenses, the designated amounts remain in the appropriate
Missions and Benevolent Fund for future use. In addition, internally restricted transfers from the
General Fund as approved by the Elders are included in the fund balance.

The Red Deer Fund is an externally restricted fund recording externally restricted revenues and
certain expenses for a new Redemption church plant in Red Deer Alberta. In an agreement with
Redemption Church Calgary, the church initiating the Red Deer plant, Redemption Church
Durham has agreed to provide administrative services including payroll support and the collection
and receipting of donations earmarked on behalf of Redemption Church Red Deer. The Church
has agreed to provide this assistance until 2021 at which time, any and all surplus funds will be
transferred to Redemption Church Red Deer for their continued operations.

Revenue Recognition

The Church follows the restricted fund method whereby externally restricted contributions are
recognized in the fund corresponding to the purpose for which they were contributed. Restricted
contributions for which there is no fund are recorded in accordance with the deferral method.
Unrestricted contributions are recognized as revenues in the General Fund when received.

-7-
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REDEMPTION CHURCH DURHAM

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

1. SIGNIFICANT ACCOUNTING POLICIES - Continued
b) Revenue Recognition - Continued

Investment income is comprised of interest, dividends, and capital gains and is recognized as
earned.

Other income, consists of event, materials, and resource sales, are recognized as revenue when
received.

Government assistance is recognized as revenue when received or receivable and collection is
reasonably assured and when any conditions as to its use have been met.

c) 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 based on
currently available information. Such estimates and assumptions affect the reported amounts of
assets and liabilities as at the date of the financial statements and the reported amounts of
revenues and expenses during the year. Actual results could differ from the estimates used.
Significant estimates include the estimated useful life of capital assets.

d) Cash and Cash Equivalents

Cash and cash equivalents consists of bank deposits.

e) Capital Assets

Capital Assets are recorded at cost. Amortization is being provided over the estimated useful life
of the assets using the following annual rates and methods:

Rate Method
Office equipment 20% declining balance
Computer equipment 30% declining balance
Motor vehicles 20% declining balance
Audio and video equipment 20% declining balance
Leasehold improvements 5 years straight-line

f) Impairment of Capital Assets

When a capital assets no longer has any long-term service potential to the Church, the excess of
its net carrying amount over any residual value is recognized as an expense in the General Fund.

g) Contributed Services

Volunteer services contributed to the Church in carrying out its operating activities are not
recognized in these financial statements due to the difficulty in determining their fair value.

-8-
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REDEMPTION CHURCH DURHAM

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

1.

SIGNIFICANT ACCOUNTING POLICIES - Continued

h) Financial Instruments

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

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

The Church has no financial assets measured at fair value and has not elected to carry any
financial asset or liability at fair value.

Impairment

Financial assets measured at amortized cost are tested for impairment when events or
circumstances indicate possible impairment. Write-downs, if any, are recognized in the excess of
revenues over expenses and may be subsequently reversed to the extent that the net effect after
the reversal is the same as if there had been no write-down. There are no indicators of
impairment in the current year.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash held in bank accounts and investment bonds.

CAPITAL ASSETS

Capital assets consist of the following:

2020 2019
Accumulated Net Book Net Book

Cost Amortization Value Value
Office equipment $ 20,505 s 12,907 $ 7,598 $ 9,498
Computer equipment 24,248 16,122 8,126 8,753
Motor vehicles 15,232 10,849 4,383 5,479
Audio and video equipment 34,924 21,281 13,643 10,948

Leasehold improvements 3,714 3,714 - -

$ 98,623 $ 64,873 $ 33,750 $ 34,678

NORTON



REDEMPTION CHURCH DURHAM

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

4,

RESTRICTED INVESTMENTS

Restricted investments are recorded at cost and consist of mutual fund investments with asset
allocations as follows:

2020 2019
Fixed Income $ 618,321 $ 650,398
Other 89,563 45,059
Equity 57,414 42,071

$ 765,298 $ 737,528

COMMITMENTS

The Church leases office space. The lease agreement expires on April 30, 2022. Future minimum
annual rent payments (excluding taxes, maintenance and insurance) are as follows:

2021 $ 37,237
2022 12,493
$ 49,730

INTERFUND TRANSFERS
Internally restricted funds

During the year, the Board of Directors elected to internally restrict net assets from the General fund
for future capital and other strategic expenditures. In 2020, $247,043 (2019 - $120,000) was
transferred from the unrestricted General fund to the internally restricted Facilities Fund.

During the year, the Board of Directors elected to internally restrict net assets from the General fund
for missions and benevolent expenditures. In 2020, $40,894 (2019 - $NIL) and $10,331 (2019 -
$NIL) was transferred from the unrestricted General fund to the internally restricted Missions Fund
and internally restricted Benevolent Fund respectively.

-10 -
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REDEMPTION CHURCH DURHAM

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

7. FINANCIAL INSTRUMENTS

Risks and Concentrations

The Church is exposed to various risks through its financial instruments. The following analysis
provides a summary of the Church’s exposure to and concentrations of risk at December 31, 2020:

a)

b)

c)

Credit Risk

Credit risk is the risk that one party to a financial instrument will cause financial loss for the
other party by failing to discharge an obligation. The Church is not exposed to significant credit
risk. There has been no change is the assessment of credit risk from the prior year.

Liquidity Risk

Liquidity risk is the risk that the Church will encounter difficulty in meeting obligations associated
with financial liabilities. The Church is exposed to this risk mainly with respect to its accounts
payable and accrued liabilities. The Church manages this risk by managing its working capital
and by generating sufficient cash flow from operations. There has been no change in the
assessment of liquidity risk from the prior year.

Market Risk

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:
interest rate risk, price risk, and currency risk. The Church is mainly exposed to interest rate risk
and price risk as follows:

i) 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. As described in Note 4, the Church
is exposed to interest rate risk with respect to its fixed income investments. The exposure to
this risk fluctuates as the deposit balances and related interest rates change from year to
year.

ii) Price Risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk
or currency risk), whether those changes are caused by factors specific to the individual
instrument or its issuer, or factors affecting all similar financial instruments traded in the
market. The Church is exposed to price risk through its investments in mutual fund
instruments. The exposure to this risk fluctuates as the Church's investments change from
year to year.

-11 -
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REDEMPTION CHURCH DURHAM

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

8. COVID-19 AND GOVERNMENT ASSISTANCE

On March 11, 2020, the World Health Organization declared the outbreak of a coronavirus (COVID-
19) a pandemic. In an effort to control the spread of the virus, the Ontario government placed
societal restrictions on group gatherings which have significantly impacted the Church's operations
throughout the year. The Church has taken steps to mitigate the financial impact of the pandemic
including taking advantage of government emergency assistance as described below. The pandemic
and its effects continue to cause uncertainty regarding the Church's future cash flows and
continued social distancing measures could impact future operations. As at the date of the
independent auditor's report, it is impracticable for the Church to quantify this impact on future
operations.

During the year, the Church applied for and received $11,000 in government assistance under the

federal government's Canada Emergency Wage Subsidy COVID relief program, of which $1,307
was still receivable.

9. COMPARATIVE FIGURES

Certain comparative figures have been restated in order to conform with the presentation adopted in
the current year.
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