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INDEPENDENT AUDITOR’S REPORT

To the members of
Kristus Darzs Latvian Home

 Opinion 

We have audited the financial statements of Kristus Darzs Latvian Home ("the Organization"), which comprise the
statement of financial position as at December 31, 2018  and the statements of operations, 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, the accompanying financial statements present fairly, in all material respects, the financial position
of the Organization as at December 31, 2018, and its financial performance and its cash flows for the year then
ended in accordance with Canadian accounting standards for not-for-profit organizations

Basis for 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 Organization 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 Organizations’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 Organization or to cease operations,
or has no realistic alternative but to do so. Those charged with governance are responsible for overseeing the
Organization’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: 

• 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
Organization’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 Organization’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 Organization 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.

Richmond Hill, Ontario BRODEUR DENNIS
April 10, 2019 Chartered Professional Accountants

Licensed Public Accountants
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KRISTUS DARZS LATVIAN HOME

Statement of Financial Position 
As at December 31, 2018

                                                                                           ASSETS 2018 2017

Current  
Cash $ 1,031,312 $ 888,446
Resident rent and federal housing 54,300 59,188
Harmonized sales tax 68,663 116,386
Prepaid expenses 139,064 18,559
Due from Kristus Darzs Latvian Foundation 2,547 329,950

1,295,886 1,412,529
Capital assets (note 5) 1,516,173 1,832,202

$ 2,812,059 $ 3,244,731

LIABILITIES AND NET ASSETS 

Current
Accounts payable and accrued liabilities $ 76,604 $ 282,615
Wages and benefits payable 447,984 403,230
Current portion of mortgage payable (note 8) 53,778 53,778

578,366 739,623
Deferred Contributions (note 9) 453,588 395,042
Mortgage Payable (note 8) 56,114 109,335

1,088,068 1,244,000

NET ASSETS 

Net assets surplus 1,534,695 1,882,606
Restricted 61,259 4,425
Internally Restricted 128,037 113,700

1,723,991 2,000,731

$ 2,812,059 $ 3,244,731

Approved on behalf of the board

Director, _______________________ Director, ______________________

The accompanying notes are an integral part of these financial statements.       Page 3



KRISTUS DARZS LATVIAN HOME

Statement of Operations
Year ended December 31, 2018

General Replacement Foundation December December 
Fund Reserve Fund 31, 31,

Fund 2018 2017

Revenue
Provincial subsidies (Notes 6 & 7) $ 4,777,811 $ - $ - $ 4,777,811 $ 4,419,491
Fees from residents 2,199,061 - - 2,199,061 2,206,959
Canada Mortgage & Housing Subsidy 115,006 - - 115,006 121,752
Interest income 2,893 1,546 3,905 8,344 15,092
Donations - unrestricted - - 12,479 12,479 62,165
Other income 1,000 - - 1,000 39,280

7,095,771 1,546 16,384 7,113,701 6,864,739

Expenses
Nursing 3,937,306 - - 3,937,306 3,636,472
Dietary 671,577 - - 671,577 647,486
General and administrative 429,918 - 2,047 431,965 436,992
Amortization 427,082 - - 427,082 433,599
Housekeeping 434,439 - - 434,439 428,761
Program and support services 440,189 - - 440,189 390,444
Raw food 338,806 - - 338,806 318,857
Building maintenance 331,480 - - 331,480 301,902
Facility costs 185,644 - - 185,644 201,481
Laundry 186,505 - - 186,505 191,990
Bad debts 3,446 - - 3,446 14,684
Mortgage interest 2,002 - - 2,002 1,888

7,388,394 - 2,047 7,390,441 7,004,556

Excess of revenue over expenses
(expenses over revenue) $ (292,623) $ 1,546 $ 14,337 $ (276,740) $ (139,817)

The accompanying notes are an integral part of these financial statements.       Page 4



KRISTUS DARZS LATVIAN HOME

Statement of Changes in Net Assets  
As at December 31, 2018

General Replacement Foundation 
Fund Reserve Fund December 31, December 31,

Fund 2018 2017

Balance, beginning of year $ 1,882,606 $ 4,425 $ 113,700 $ 2,000,731 $ 2,140,548

Excess of revenue over expenses
 (expenses over revenues) (292,623) 1,546 14,337 (276,740) (139,817)
Inter-fund transfers (Note 4) (55,288) 55,288 - - -

Balance, end of year $ 1,534,695 $ 61,259 $ 128,037 $ 1,723,991 $ 2,000,731

The accompanying notes are an integral part of these financial statements.       Page 5



KRISTUS DARZS LATVIAN HOME

Statement of Cash Flows  
As at December 31, 2018

2018 2017

Operating activities
Excess of expenses over revenue $ (276,740) $ (139,817)
Adjustments for non-cash items

Amortization 427,082 433,599
Amortization of deferred contributions 25,060 25,060

175,402 318,842
Changes in non-cash working capital items

Residents rent and federal housing receivable 4,888 18,004
Harmonized sales tax receivable 47,723 22,575
Prepaid expenses (120,505) 51,813
Due from Kristus Darzs Latvian Foundation 327,403 (329,950)
Accounts payable and accrued liabilities (206,011) (29,197)
Wages and benefits payable 44,754 31,519

273,654 83,606
Investing activities

Purchase of equipment (128,506) (655,612)

Financing activities
Repayment of mortgage (53,221) (53,288)
Deferred Contributions 50,939 294,941

(2,282) 241,653

Increase (decrease) in cash 142,866 (330,353)

Cash, beginning of year 888,446 1,218,799

Cash, end of year $ 1,031,312 $ 888,446

The accompanying notes are an integral part of these financial statements.       Page 6



KRISTUS DARZS LATVIAN HOME

Notes to the Financial Statements 
December 31, 2018

Purpose of the Organization

Kristus Darzs Latvian Home (formerly The Kristus Darzs Foundation) (the "Organization") was incorporated by
Letters Patent dated November 30, 1979 pursuant to section 2 of the Charitable Institution Act.  The purpose of
Kristus Darzs Latvian Home is to provide housing and care for the elderly of Ontario's Latvian community
through the operation of a home for the aged under the Homes for the Aged Act and to promote the emotional
and physical well-being of its residents by providing recreational, therapeutic and social programs.

The Organization is a registered charity organization as defined under Paragraph 149.1(l) of the Income Tax Act
of Canada and thus is exempt from income taxes.

1. Significant accounting polices

These financial statements are prepared in accordance with Canadian accounting standards for not-for-profit
organizations.  The significant policies are detailed as follows:

a) Capital assets

Capital assets are recorded at cost.  The Organization provides for amortization using straight-line method
at rates designed to amortize the cost of capital assets over their estimated useful lives.  The annual
amortization rates are as follows:

Buildings 5% Straight-line
Equipment 20% Straight-line
Vehicles 20% Straight-line
Furniture and fixtures 20% Straight-line
Computer Equipment 33% Straight-line
Septic system 5% Straight-line

The estimated useful lives of the assets are reviewed by management and adjusted if necessary.

b) Fund accounting

The Organization follows the deferral method of accounting for contributions.

The General Fund reports the assets, liabilities, income and expense relating to revenue from residents,
government subsidies and expenses occurring from activities of operating the Nursing Home.

The Replacement Reserve Fund reports the externally restricted resources that are to be used for the repairs
and maintenance of the Organization's facilities.  Funds are dispersed at the direction of the Board of
Directors and with approval of the Canada Mortgage and Housing Corporation ("CMHC").  As a condition
of an agreement with CMHC, $100,000 is transferred annually from operations to the Replacement Reserve
Fund for future maintenance and development of the facilities.

The Foundation Fund comprises the assets, liabilities, net assets, revenues and expenses arising from
internal bequests and other revenue generating activities.  This internally restricted fund may be utilized
only upon approval by a majority of the Board of Directors,

c) Impairment of long-lived assets

The Organization tests for impairment whenever events or changes in circumstances indicate that the
carrying amount of the long-lived assets may not be recoverable.  Recoverability is assessed by comparing
the carrying to the amount of the projected undiscounted future net cash flows that the long-lived assets are
expected to generate through their direct use and eventual disposition.  When  a test for impairment
indicates that the carrying amount of an asset is not recoverable, an impairment loss is recognized to the
extent carrying value exceeds its fair value.
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KRISTUS DARZS LATVIAN HOME

Notes to the Financial Statements 
December 31, 2018

1. Significant accounting polices (continued)

d) Revenue Recognition

i) Fees from residents

Resident revenue is recognized as services and living space are provided, and is recorded in the
General Fund.

ii) Provincial subsidies and Canada Mortgage and Housing Corporation subsidy.

The Organization receives monthly funding from the provincial government and as such these funds
are subject to external restriction.

Government funding restricted for the purchase of capital assets is deferred and recognized as revenue
in the same period in which the asset is acquired.

 Government funding restricted to operating expenses of the current period is recognized as revenue of
the current period and recorded in the General Fund. 

Amounts received for future expenditures are recorded as deferred revenue and recognized in the
period in which the expenditure is made.

iii) Contributed goods and services 

Contributions or contributions-in-kind are recognized when received, in the fund corresponding to the
purpose for which they were contributed.  Where materials are received, the value of the contribution
is recorded at appraised values as determined by independent professional appraisers or other
independent means.  Otherwise, contributions-in-kind are valued at estimate fair value.

The recognition of contributions-in-kind, as revenue, is limited to donations where the Organization
takes possession or constructive title of the gift.

The efforts of volunteers are not reflected in the accompanying financial statements, as no objective
basis is available to measure the value of such services.  However, a substantial number of volunteers
have donated significant amounts of their time to the Organization.

iv) Interest income on investments

Interest income on investments held for resale is recorded as earned.

v) Bequests

Bequests are recognized as revenue when the amounts to be received can be reasonably estimated and
when collection is reasonably assured.

e) Disclosure of allocated expenses

The organization classifies expenses of the General Fund in accordance with the policies specified by the
Ontario Ministry of Health and Long Term Care.
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KRISTUS DARZS LATVIAN HOME

Notes to the Financial Statements 
December 31, 2018

2. Replacement reserve funds

The Organization has a capital replacement reserve fund of $61,259 (2017 - $4,425) on deposit with the Latvian
Credit Union.  This balance is interest bearing and is designated for use towards capital projects.

3. Pension plan

The Organization recorded pension expenses of $69,300 (2017 - $56,659) during the year for amounts
contributed to a defined contribution plan.  These assets are held separately from those of the organization in an
independent administered fund.  The pension expenses represent a matching contribution by the Organization
equal to the contributions made by the employees to a prescribed maximum level of 2% of annual gross earnings
as set out in the Pension Plan Agreement.

This expense was allocated to the following expense categories reported on the Statement of Operations; nursing
and Personal Care, Laundry and Housekeeping, General and Administration, Program and Support Services and
Building Maintenance.

All contributions to the plan were made to the plan's administrator during the year.  Total employer and employee
contributions amounted to $138,600 (2017 - $113,318).  An accrual of $Nil (2017 - $Nil) was included in wage
and benefits payable at the year end.  There was no significant change to the plan during the year.

4. Inter-fund activity

Replacement reserve contribution - transfers totaling $100,000 took place during the year from the General Fund
to the Replacement Reserve Fund in accordance with terms and conditions set out in the MOHLTC service
agreement as well as undertakings made in prior periods in order to qualify for additional funding.  Transfers
from the Replacement Reserve Fund for the purchase of equipment totaling $44,712 to the General Fund
occurred during the year.  

Inter-fund loans in favour of the Foundation Fund to the General Fund for $125,000 remain outstanding.  These
loans are non-interest bearing and repayable upon demand to the Foundation Fund.

5. Capital assets

Cost Accumulated 2018 2017
Amortization Net Net

Land $ 220,218 $ - $ 220,218 $ 220,217
Buildings 6,173,490 5,622,949 550,541 769,483
Equipment 916,643 438,918 477,725 498,922
Furniture and fixtures 1,601,381 1,416,073 185,308 243,439
Septic system 355,195 272,814 82,381 100,141

$ 9,266,927 $ 7,750,754 $ 1,516,173 $ 1,832,202
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KRISTUS DARZS LATVIAN HOME

Notes to the Financial Statements 
December 31, 2018

6. Economic dependence

Kristus Darzs Latvian Home generated approximately 67% (2017 - 62%) of its revenues from funding
agreements it  has entered into with the Ministry of Health  and Long-Term Care (MOHLTC).  The viability of
the Organization's ongoing operations depend on the continuance of this funding.

7. Government assistance repayable

The Organization received $4,777,811 (2017 - 4,419,491) in funding from the Government of Ontario through
the Ministry of Health and Long-Term Care (''MOHLTC").  This funding represented approximately 67%  (2017
- 63%) of the total funding received.

The Organization is a party to a service agreement with the MOHLTC which permits it to operate a long term
care facility.  The service agreement sets out the terms and conditions related to the government funding.  The
Organization provides an annual report and reconciliation to the MOHLTC.  The annual reconciliation calculates
any amounts to be repaid to the MOHLTC or which remaining owing by the ministry to the Organization.
Amounts repayable are estimated and accrued in the financial statements.  Funding provided to the Organization
by the MOHLTC is subject to final review and approval.  As at the date of these financial statements, the funding
for 2018 has yet to be reconciled by the MOHLTC.  Any adjustments required as a result of their review will be
accounted for upon settlement in the year of reconciliation by ministry staff.

The MOHLTC holds a right to terminate the service agreement if it determines that the Organization is in breach
of its terms and conditions and the breach is not cured within an established time period following written notice
of the breach being provided.

8. Mortgage payable 

2018 2017

Mortgage payable, interest rate 1.01% , maturing  December 1, 2020
 repayable $4,795 monthly principle and interest,
secured by land and building $ 109,892 $ 163,113
Less:  Current portion 53,778 53,645

$ 56,114 $ 109,468

Subsequent to the year end, the mortgage was renewed until December 1, 2020 at an interest rate of 1.01%.
Principal payments due in the next five years are as follows:

2019 $ 53,645
2020 56,247
2021 -
2022 -

$ 109,892
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KRISTUS DARZS LATVIAN HOME

Notes to the Financial Statements 
December 31, 2018

9. Deferred Contributions 

Deferred contributions related to property and equipment represent restricted contributions used to purchase
equipment in the amount of $76,000.  The deferred contributions related to equipment is being amortized over
the estimated useful life of the related assets.  Amortization of $17,454 (2017 - $11,546) has been recorded
during the year.

10. Financial Instruments

Fair values

As at December 31, 2018, the Organization believes that the carrying values of resident rent receivable, accounts
payable and accrued liabilities, wages and benefits payable and government assistance repayable approximate
their fair values because of their nature and relatively short maturity dates or durations.

The carrying value of mortgage payable approximates fair value based on the mortgage bearing interest at market
rates for similar instruments with similar terms on the market at December 31, 2018.

Risks arising from financial instruments

Credit risk

Credit risk refers to the risk that a counterparty may default on its contractual obligations resulting in a financial
loss.  Kristus Darzs Latvian Home is exposed to credit risk with respect to residents rent receivable and other
receivables.  Kristus Darzs Latvian Home assess on a continuous basis, residents rent receivable and provides for
any amounts that are not collectible.  Cash and cash equivalents are held in creditworthy financial institutions.

Liquidity Risk

Liquidity risk is the risk that Kristus Darzs Latvian Home will not be able to fulfill its obligations on a timely
basis or at a reasonable cost.  Kristus Darzs Latvian Home manages its liquidity risk by monitoring its operating
requirements and prepares budgets to ensure it has sufficient funds to fulfil its obligations.  Trade payables and
accrued liabilities are generally repaid within 30 days.  There has been no change to the risk exposures from
2018.
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