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Independent Auditor’s Report 
 
 
To the Board of Directors of Teen Challenge Canada Inc. 
 
We have audited the accompanying financial statements of Teen Challenge Canada Inc. (the 
“Organization”), which comprise the statement of financial position as at December 31, 2015, and the 
statements of operations, change 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 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 qualified audit opinion. 
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Basis for Qualified Opinion  
 
In common with many not-for-profit organizations, the Organization derives revenue from the general 
public in the form of donations and fundraising, 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. Therefore, we were not able to determine whether any 
adjustments might be necessary to donations and fundraising revenue, deficiency of revenues over 
expenses, and cash flows from operations for the year then ended and net assets as at December 31, 2015. 
 
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 the 
Organization as at December 31, 2015, 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. 
 

  
 
Chartered Professional Accountants  
Licensed Public Accountants 
June 10, 2016 



Teen Challenge Canada Inc.
Statement of operations
year ended December 31, 2015

2015 2014
$ $

Revenues
Donations and fundraising 9,005,375 8,049,213 
Contract work and retail sales 105,056    131,113    
Entrance fees 186,490    184,055    
Other 14,360      25,371      

9,311,281 8,389,752 

Expenses
Personnel costs 4,980,740 4,905,372 
Program costs

Other program costs 1,231,313 1,194,421 
Facilities and equipment 1,119,171 945,371    

Fundraising costs 883,721    712,920    
Administration, financial and interest 374,890    388,998    
Other 911           7,460        

8,590,746 8,154,542 

Excess of revenues over expenses before the undernoted 720,535    235,210    
Loss on sale of capital assets 5,873        8,870        
Amortization 588,236    505,685    
Excess (deficiency) of revenues over expenses 126,426    (279,345)   

The accompanying notes to the financial statements are an integral part of this financial statement.
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Teen Challenge Canada Inc.
Statement of change in net assets
year ended December 31, 2015

Investment
in capital Accumulated

assets surplus Total
$ $ $

Balance, December 31, 2014 4,073,007    1,553,583        5,626,590 
Excess (deficiency) of revenues over expenses (730,728)      857,154           126,426    
Decrease of debt principal, net (134,491)      134,491           -                
Additions to capital assets, net of disposals 1,343,767    (1,343,767)       -                
Balance, December 31, 2015 4,551,555    1,201,461        5,753,016 

The accompanying notes to the financial statements are an integral part of this financial statement.
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Teen Challenge Canada Inc.
Statement of cash flows
year ended December 31, 2015

2015 2014
$ $

Operating activities
Excess (deficiency) of revenues over expenses 126,426     (279,344)   
Items not affecting cash

Amortization of capital assets 588,236     505,685    
Loss on sale of capital assets 5,873         8,870        
Amortization of deferred capital contributions (567,142)    (103,802)   

Changes in non-cash working capital components (Note 7) 293,681     29,909      
447,074     161,318    

Investing activities
(Increase) decrease in designated cash (Note 3) (220,548)    46,264      
Purchase of capital assets (1,144,692) (624,147)   
Additions to Deferred Capital Contributions 703,761     122,105    
Proceeds on sale of capital assets 21,473       28,181      

(640,006)    (427,597)   

Financing activity
Increase (decrease) of debt principal, net 134,491     (61,862)     

Net change in cash and cash equivalents (58,441)      (328,141)   
Cash and cash equivalents, beginning of year 1,738,198  2,066,339 
Cash and cash equivalents, end of year 1,679,757  1,738,198 

The accompanying notes to the financial statements are an integral part of this financial statement.
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Teen Challenge Canada Inc. 
Notes to the financial statements 
December 31, 2015 
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1. Description of the organization 

Teen Challenge Canada Inc. (the "Organization") is incorporated as a not-for-profit organization and is a 
registered charity under the Income Tax Act, registration No. B/N 10806-6663-RR-0001. The 
Organization receives minimal operational government funding and provides residential rehabilitation to 
men and women with drug and alcohol related problems including spiritual, vocational and academic 
training. The head office is located in London, Ontario with offices in Saskatoon, Saskatchewan, and 
residential facilities in Priddis, Alberta, Allan, Saskatchewan, London, Ontario, Sault Ste. Marie, Ontario, 
King City, Ontario, Memramcook, New Brunswick, and development properties in St. John's 
Newfoundland, Renfrew, Ontario and Hague, Saskatchewan. 

2. Significant accounting policies 

The financial statements were prepared in accordance with Canadian accounting standards for not-for-
profit organizations in Part III of the CPA Canada Handbook and include the following significant 
accounting policies:  

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 expenses are incurred.  

Unrestricted contributions are recognized as revenue when they are received or receivable if the amount 
to be received can be reasonably estimated and collection is reasonably assured.  

Donations and fundraising funds are recorded when the cash is received. No amounts have been 
recognized for pledged donations. 

Contract work and retail sales revenues are recognized as revenue when the services are performed. 

Entrance fees are recognized as revenue proportionately over the fiscal year to which they relate. 

Donations in kind 

Certain organizations contribute to the Organization by donating services or products rather than cash. 
Donations of $3,135,479 (2014 - $2,393,701) were received during the current year and are recorded in 
the financial statements at fair market value as donations in kind and include capital assets, inventory for 
resale, food, material, and donated vehicles.  

Deferred capital contributions 

Deferred capital contributions are deferred and amortized over the life of the related capital asset. 

Cash and cash equivalents 

Cash and cash equivalents include cash and short-term investments with maturities of three months or 
less from the date of acquisition. 

Financial instruments 

Financial assets and financial liabilities are initially recognized at fair value when the Organization 
becomes a party to the contractual provisions of the financial instrument. Subsequently, all financial 
instruments are measured at amortized cost. 

Financial assets measured at amortized cost include cash and accounts receivable.  Financial liabilities 
measured at amortized cost include account payable and accrued liabilities, government remittances 
payable, and long term debt. 



Teen Challenge Canada Inc. 
Notes to the financial statements 
December 31, 2015 
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2. Significant accounting policies (continued) 

Financial instruments (continued) 

Transaction costs related to financial instruments measured subsequent to initial recognition at fair value 
are expensed as incurred. Transaction costs related to other financial instruments are added to the 
carrying value of the asset or netted against the carrying value of the liability and are then recognized 
over the expected life of the instrument using the straight-line method. Any premium or discount related 
to an instrument measured at amortized cost is amortized over the expected life of the item using the 
straight-line method and recognized in net earnings as interest income or expense. 

With respect to financial assets measured at cost or amortized cost, the Organization recognizes in net 
earnings an impairment loss, if any, when there are indicators of impairment and it determines that a 
significant adverse change has occurred during the period in the expected timing or amount of future 
cash flows. When the extent of impairment of a previously written-down asset decreases and the 
decrease can be related to an event occurring after the impairment was recognized, the previously 
recognized impairment loss is reversed to net earnings in the period the reversal occurs. 

Capital assets 

Capital assets are recorded at cost except for donations of vehicles, equipment, land, and buildings 
which are donated to the Organization at no cost and are recorded at fair market value at the time of the 
donation as determined by qualified appraisers. Amortization is based on their estimated useful life 
using the following methods and rates: 

Buildings Diminishing balance 5% 
Parking lots and fences Diminishing balance 20% 
Equipment  
 Shop equipment Diminishing balance 10% 
 Equipment Diminishing balance 20% 
Computer equipment Diminishing balance 20% 
Vehicles Diminishing balance 30% 

Impairment of long-lived assets 

When a capital asset no longer has any long-term service potential to the Organization, the excess of its 
net carrying amount over any residual value is recognized as an expense in the statement of operations. 

Inventory 

Inventory held for resale is valued at the lower of cost and net realizable value. Cost is determined on 
the specified unit basis. Inventory write-offs for the year amounted to $41,910 (2014 - $52,066).  

Use of estimates 

The preparation of financial statements in conformity with Canadian accounting standard for not-for-
profit organizations requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenue and expenses during the reporting period. 
Estimates have been made in determining the estimated useful life of capital assets, the net realizable 
value of unsold vehicles to determine inventory write-offs, and accrued liabilities. Actual results could 
differ from these estimates. 

3. Designated cash  

Designated cash represents donations designated by their donors for specific projects or uses not yet 
completed at year-end.  



Teen Challenge Canada Inc. 
Notes to the financial statements 
December 31, 2015 
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4. Capital assets 

2015 2014
Accumulated Net book Net book

Cost amortization value value
$ $ $ $

Land 2,987,086    -                 2,987,086   2,927,086 
Buildings 7,704,305    3,144,593   4,559,712   4,708,965 
Parking lot and fences 71,664         67,258        4,406          5,508        
Construction in progress 513,625       -                 513,625      226,745    
Equipment 2,336,739    1,956,779   379,960      404,200    
Computer equipment 1,106,688    586,400      520,288      209,213    
Vehicles 1,464,611    1,151,974   312,637      266,887    

16,184,718  6,907,004   9,277,714   8,748,604 

 

5. Deferred contributions 

Included in deferred contributions of $1,633,013 (2014 - $1,496,394) is $866,464 (2014 - $927,710) in 
respect of major renovations at the residential facility in King City, Ontario. 

6. Long-term debt  

2015 2014
$ $

Loans and mortgages payable, bearing interest from 0.0% to 6.5%,
collateralized by various land, buildings, certain equipment and
vehicles, due at various dates up to December 31, 2018 2,728,304  2,374,692  

Loan payable, unsecured, due December 31, 2027, bearing
interest at 5.0% 427,230     583,464     

Loans payable, unsecured, due on demand with no fixed
maturity date, bearing interest ranging from 6.5% to 7.0% 35,000       50,000       

Mortgages payable, bearing interest from 5.25% to 7.0%, 
due at various dates up to February 1, 2015, collateralized by
the property in Memramcook, NB 145,727     169,864     

Mortgage payable, due February 1, 2016, bearing interest at 3.79%,
collateralized by the property in Allan, SK 67,643       72,574       

Mortgage payable, due December 15, 2015, bearing interest at 3.5%,
collateralized by a property in London, ON -                  11,319       

Mortgage payable, due September 6, 2015, bearing interest at 3.5%,
collateralized by the property in Sault Ste. Marie, ON -                  7,500          

Total debt 3,403,904  3,269,413  
Current portion 1,539,904  1,400,885  

1,864,000  1,868,528  

 
The total interest paid on the long-term debt totaled $169,910 (2014 - $177,662). 



Teen Challenge Canada Inc. 
Notes to the financial statements 
December 31, 2015 
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6. Long-term debt (continued) 

Principal payments required in each of the next five years and thereafter are as follows: 

$

2016 1,539,904  
2017 658,271     
2018 385,205     
2019 401,631     
2020 339,976     
Thereafter 78,917       

3,403,904  

 

7.  Changes in non-cash working capital components 

2015 2014
$ $

Accounts receivable - trade and other receivables (97,829)    (21,121)    
Prepaid expenses 9,979       (14,186)    
Inventory (42,764)    108,340   
Deferred charges -                1,635       
Accounts payable and accured liabilities 365,420   (46,129)    
Government remittances payable 58,875     1,370       

293,681   29,909     

 

8. Commitments 

The Organization leases office equipment under various operating leases that expire in 2016 to 2020. 
Future lease payments aggregate $725,449 and include the following amounts payable over the next 
five years: 

$

2016 211,294     
2017 190,508     
2018 170,151     
2019 121,882     
2020 31,613       

 



Teen Challenge Canada Inc. 
Notes to the financial statements 
December 31, 2015 
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9. Financial instruments 

Credit risk 

Credit risk arises from the potential that a counterparty will fail to perform its obligations. The 
Organization is exposed to credit risk with respect to accounts receivable. However, the Organization’s 
business has a significant number of diverse donors, which reduces the concentration of credit risk.  

Interest rate risk 

The long-term debt generally bears interest at fixed rates. Consequently, the cash flow exposure is not 
significant.  

Liquidity risk 

The Organization’s objective is to have sufficient liquidity to meet its liabilities when due. The 
Organization monitors its cash balances and cash flows generated from operations to meet its 
requirements. As at December 31, 2015, the most significant financial liabilities are accounts payable 
and accrued liabilities and long-term debt. 


