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INDEPENDENT AUDITOR'S REPORT

To the Members of Church on the Queensway

Qualified Opinion

I have audited the financial statements of Church on the Queensway (the Church), which comprise the statement of
financial position as at July 31, 2020, and the statements of changes in fund balances, revenues and expenditures and
cash flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In my opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section of
my report, the accompanying financial statements present fairly, in all material respects, the financial position of the
Church as at July 31, 2020, and the results of its operations and cash flows for the year then ended in accordance
with Canadian accounting standards for not-for-profit organizations (ASNPO).

Basis for Qualified Opinion

In common with many charitable organizations, the Church derives revenue from donations the completeness of
which is not susceptible of satisfactory audit verification. Accordingly, my verification of these revenues was limited
to the amounts recorded in the records of the Church and I was not able to determine whether any adjustments might
be necessary to contributions, excess of revenues over expenditures, current assets and fund balances. The
predecessor auditor's opinion on the financial statements for the year ended July 31, 2019 was modified accordingly
because of the possible effects of this limitation of scope.

I conducted my audit in accordance with Canadian generally accepted auditing standards. My responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements

section of my report. I am independent of the Church in accordance with ethical requirements that are relevant to my
audit of the financial statements in Canada, and I have fulfilled my other ethical responsibilities in accordance with
these requirements. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Other Matter

The financial statements for the year ended July 31, 2019 were audited by another auditor who expressed a qualified
opinion on those financial statements on October 1, 2019 for the reasons described in the Basis for Qualified

Opinion section.

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
ASNPO, 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 Church'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 Church or to cease operations, or has no realistic
alternative but to do so.

(continues)
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Independent Auditor's Report to the Members of Church on the Queensway  (continued)

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

Auditor's Responsibilities for the Audit of the Financial Statements

My 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 my 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, I exercise professional
judgment and maintain professional skepticism throughout the audit. I 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 my 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
Church’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 Church’s ability to continue as a going concern. If I conclude that a material
uncertainty exists, I am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions may
cause the Church 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.

I 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 I identify during
my audit.

Mississauga, Ontario Chartered Professional Accountant
  Authorized to practise public accounting by the

Chartered Professional Accountants of Ontario
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CHURCH ON THE QUEENSWAY

Statement of Financial Position

July 31, 2020

Church
Operations

Property and
Equipment 2020 2019

ASSETS

CURRENT
Cash $ 429,394 $ - $ 429,394 $ 951,185
Accounts receivable 25,520 - 25,520 26,094
Sales tax recoverable 89,212 - 89,212 33,450
Prepaid expenses 23,261 - 23,261 27,411

567,387 - 567,387 1,038,140

PROPERTY AND
EQUIPMENT (Note 3) - 7,836,969 7,836,969 7,604,626

DUE FROM RELATED
PARTY (Note 4) 360,098 - 360,098 309,482

   
$ 927,485 $ 7,836,969 $ 8,764,454 $ 8,952,248

LIABILITIES

CURRENT
Accounts payable $ 71,618 $ - $ 71,618 $ 151,747
Interest payable 55,750 - 55,750 57,580
Government remittances payable 31,211 - 31,211 27,908
Deferred revenue 44,077 - 44,077 15,680
Note payable (Note 6) 55,000 - 55,000 55,000
Current portion of mortgage

payable (Note 5) - 4,460,000 4,460,000 300,000

257,656 4,460,000 4,717,656 607,915

MORTGAGE PAYABLE (Note 5) - - - 4,460,000

257,656 4,460,000 4,717,656 5,067,915

FUND BALANCES 669,829 3,376,969 4,046,798 3,884,333

$ 927,485 $ 7,836,969 $ 8,764,454 $ 8,952,248

ON BEHALF OF THE BOARD

_____________________________ Director 

_____________________________ Director 

 

See notes to financial statements
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CHURCH ON THE QUEENSWAY

Statement of Changes in Fund Balances

Year Ended July 31, 2020

Church
Operations

Property and
Equipment 2020 2019

FUND BALANCES - BEGINNING
OF YEAR $ 1,039,707 $ 2,844,626 $ 3,884,333 $ 3,765,424

 
Excess of revenues over expenditures 634,086 (471,621) 162,465 118,909

 
Property and equipment additions (703,964) 703,964 - -

 
Mortgage payments (300,000) 300,000 - -

   

FUND BALANCES - END OF
YEAR $ 669,829 $ 3,376,969

   
$ 4,046,798

  
$ 3,884,333

 

 

See notes to financial statements
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CHURCH ON THE QUEENSWAY

Statement of Revenues and Expenditures

Year Ended July 31, 2020

Church
Operations

Property and
Equipment 2020 2019

REVENUES
Tithes and offerings $ 4,980,535 $ - $ 4,980,535 $ 4,801,940
Missions 300,347 - 300,347 379,174
Rentals and sundry 110,267 - 110,267 146,632
Special events 86,007 - 86,007 225,374
Departmental ministries 71,493 - 71,493 122,918

5,548,649 - 5,548,649 5,676,038

EXPENDITURES
Salaries and wages 2,893,645 - 2,893,645 2,812,534
Missions 629,676 - 629,676 721,659
Property expenses 524,623 - 524,623 446,960
Amortization - 471,621 471,621 541,432
Departmental ministries 266,402 - 266,402 359,611
Interest on long term debt 180,852 - 180,852 185,063
Special events 97,572 - 97,572 168,855
Bank charges 58,113 - 58,113 49,829
Church ministries 51,623 - 51,623 54,569
Copier 45,900 - 45,900 39,039
Telephone 42,569 - 42,569 45,469
Professional fees 27,674 - 27,674 18,115
Transportation 23,470 - 23,470 34,149
Conferences 23,272 - 23,272 37,315
Computer expenses 20,079 - 20,079 15,628
Office 11,695 - 11,695 10,103
Advertising and promotion 9,927 - 9,927 8,311
Miscellaneous 7,471 - 7,471 8,488

4,914,563 471,621 5,386,184 5,557,129

EXCESS (DEFICIENCY) OF
REVENUES OVER
EXPENDITURES $ 634,086 $ (471,621) $ 162,465 $ 118,909

 

 

See notes to financial statements
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CHURCH ON THE QUEENSWAY

Statement of Cash Flows

Year Ended July 31, 2020

2020 2019

OPERATING ACTIVITIES
 Excess of revenues over expenditures $ 162,465 $ 118,909
 Item not affecting cash:

 Amortization of property and equipment 471,621 541,432

 634,086 660,341

 Changes in non-cash working capital: 
 Accounts receivable 574 (3,864)
 Accounts payable (80,129) 3,990
 Deferred revenue 28,397 (26,442)
 Prepaid expenses 4,150 3,704
 Goods and services tax payable (55,762) 32,106
 Interest payable (1,830) (4,875)
 Government remittances payable 3,303 505

(101,297) 5,124

  
 Cash flow from operating activities 532,789 665,465

  
INVESTING ACTIVITY

 Purchase of property and equipment (703,964) (271,019)

  
 Cash flow used by investing activity (703,964) (271,019)

  
FINANCING ACTIVITIES

 Advances from related parties (50,616) (29,705)
 Repayment of long term debt (300,000) (250,000)

  
 Cash flow used by financing activities (350,616) (279,705)

  
INCREASE (DECREASE) IN CASH (521,791) 114,741

Cash - beginning of year 951,185 836,444

  
CASH - END OF YEAR $ 429,394 $ 951,185

  
CASH FLOWS SUPPLEMENTARY INFORMATION

Interest paid $ 180,852 $ 185,063
  

 

See notes to financial statements
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CHURCH ON THE QUEENSWAY

Notes to Financial Statements

Year Ended July 31, 2020

1. PURPOSE OF THE CHURCH    

Church on the Queensway (the "Church") is a not-for-profit organization incorporated provincially under the
laws of of Ontario and continued under the Canada Not-for-profit Corporations Act.As a registered charity the
Church is exempt from the payment of income tax under Section 149(1) of the Income Tax Act.

The Church operates to:

Proselytize, preach, teach, promote, disseminate, help and advance the Gospel of Jesus Christ and the whole
Bible to people of all ages both in Canada and the world.

Establish, maintain and support a house of worship with services conducted in accordance with the tenets
and doctrines of the Christian faith.

Provide and operate non-profit residential accommodation and incidental facilities exclusively for:
- persons of low income;
- senior citizens primarily of low or modest income; or
- disabled persons primarily of low or modest income.

Support and maintain missions and missionaries for both home and foreign mission

Advance education by establishing, operating and/or supporting Christian schools.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES         

Basis of presentation 

The financial statements were prepared in accordance with Canadian accounting standards for not-for-profit
organizations (ASNPO).

Property and equipment  

Property and equipment is stated at cost or deemed cost less accumulated amortization and is amortized over its
estimated useful life at the following rates and methods:

 
Buildings 4% declining balance method
Motor vehicles 10 years straight-line method
Computer 4 years straight-line method
Furniture and fixtures 10 years straight-line method
Parking lot 10% declining balance method
Audio and visual 5 to 10 years straight-line method

The Church regularly reviews its property and equipment to eliminate obsolete items. 

Property and equipment acquired during the year but not placed into use are not amortized until they are placed
into use.

(continues)
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CHURCH ON THE QUEENSWAY

Notes to Financial Statements

Year Ended July 31, 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Church on the Queensway follows the restricted fund method of accounting for contributions.

Restricted contributions related to general operations are recognized as revenue of the Church Operations Fund
in the year in which the related expenditures are incurred. All other restricted contributions are recognized as
revenue of the appropriate restricted fund.

Unrestricted contributions are recognized as revenue of the Church Operating's Fund in the year received or
receivable if the amount to be received can be reasonably estimated and collection is reasonably assured.

Fund accounting

The Church Operations Fund accounts for the Church's program delivery and administrative activities. This
fund reports unrestricted resources and restricted operating grants.

The Property and Equipment Fund reports the assets, liabilities, revenues and expenditures related to Church on
the Queensway's capital assets and building expansion campaign.

Contributed services

The operations of the organization depend on both the contribution of time by volunteers and donated materials
from various sources.  The fair value of donated materials and services cannot be reasonably determined and
are therefore not reflected in these financial statements.

Measurement uncertainty

The preparation of financial statements in conformity 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, disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the period. Such estimates are periodically reviewed and any
adjustments necessary are reported in earnings in the period in which they become known. Actual results could
differ from these estimates.

Financial instruments   

Financial instruments are recorded at fair value when acquired or issued. In subsequent periods, financial assets
with actively traded markets are reported at fair value, with any unrealized gains and losses reported in income.
All other financial instruments are reported at amortized cost, and tested for impairment at each reporting date.
Transaction costs on the acquisition, sale, or issue of financial instruments are expensed when incurred.
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CHURCH ON THE QUEENSWAY

Notes to Financial Statements

Year Ended July 31, 2020

3. PROPERTY AND EQUIPMENT           

 

2020 2019
  Accumulated   Net book Net book

Cost   amortization   value value

Land $ 2,864,126    $ -    $ 2,864,126 $ 2,864,126
Buildings 10,416,182    6,496,223    3,919,959 3,861,032
Motor vehicles 267,710    187,242    80,468 1,917
Computer 293,143    236,938    56,205 62,481
Furniture and fixtures 1,516,387    1,338,865    177,522 205,488
Parking lot 1,072,767    646,688    426,079 394,525
Audio and visual 1,117,650    805,040    312,610 215,056

$ 17,547,965    $ 9,710,996    $ 7,836,969 $ 7,604,625

4. RELATED PARTIES    
2020 2019

Related party transactions

Haven on the Queensway

(Haven is related as the Church has significant influence due to loans

and support provided.)

Rental income $ (39,480) $ (39,480)
Administrative expenditures 16,137 -
Mission expenditures 160,000 165,000

136,657 125,520

$ 136,657 $ 125,520

These transactions are in the normal course of operations and are measured at the exchange amount, which is
the amount of consideration established and agreed to by the related parties.

Due from related party

2020 2019

Long term portion due from related party
Due from Haven on the Queensway $ 360,098   $ 309,482
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CHURCH ON THE QUEENSWAY

Notes to Financial Statements

Year Ended July 31, 2020

5. MORTGAGE PAYABLE        
2020 2019

Pentecostal Financial Services Group Inc. mortgage bearing interest
at 3.75% per annum, repayable in annual  payment of $300,000 plus
interest payments due semi-annually.  The loan matures on April 1,
2021 and is secured by 1536 The Queensway, Toronto, ON M8Z
1T5 which has a carrying value of $3,099,081. $ 4,460,000   $ 4,760,000

Amounts payable within one year (4,460,000) (300,000)

$ - $ 4,460,000

As at the audit report date, the mortgage has not been renewed and is therefore classified as a current liability.
Management is of the opinion that a renewal will be secured before the mortgage matures.

Principal repayment terms are approximately:  

2021 $ 4,460,000

6. NOTE PAYABLE           

2020 2019

Note payable to member $ 55,000   $ 55,000

Note payable bears interest at 3.75% per annum, is due on demand, and has no fixed term of repayment. 

7. COMPARATIVE FIGURES    

Some of the comparative figures have been reclassified to conform to the current year's presentation.

8. FINANCIAL INSTRUMENTS          

The Church is exposed to various risks through its financial instruments and has a comprehensive risk
management framework to monitor, evaluate and manage these risks.  The following analysis provides
information about the Church's risk exposure and concentration as of July 31, 2020.

Credit risk

Credit risk arises from the potential that a counter party will fail to perform its obligations.  The Church is
exposed to credit risk from customers.  In order to reduce its credit risk, the Church reviews a new
customer's credit history before extending credit and conducts regular reviews of its existing customers'
credit performance.  An allowance for doubtful accounts is established based upon factors surrounding the
credit risk of specific accounts, historical trends and other information.  The Church has a significant number
of customers which minimizes concentration of credit risk.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities.  The Church is exposed to this risk mainly in respect of its accounts payable.

(continues)
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CHURCH ON THE QUEENSWAY

Notes to Financial Statements

Year Ended July 31, 2020

8. FINANCIAL INSTRUMENTS (continued)

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

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in
the interest rates.  In seeking to minimize the risks from interest rate fluctuations, the Church manages
exposure through its normal operating and financing activities.  The Church is exposed to interest rate risk
primarily through its floating interest rate bank indebtedness and credit facilities.

Unless otherwise noted, it is management’s opinion that the Church is not exposed to significant currency risk
or other price risks arising from these financial instruments.

9. SUBSEQUENT EVENT    

On January 30, 2020, the World Health Organization ("WHO") announced a global health emergency because
of a new strain of coronavirus, the “COVID-19 outbreak”. In March 2020, the WHO classified the COVID-19
outbreak as a pandemic, based on the rapid increase in exposure globally.  

The full impact of the COVID-19 outbreak continues to evolve throughout the world including Canada. Given
the daily evolution of the COVID-19 outbreak and the global responses to curb its spread, the impact on the
Organization will not be known with certainty for months to come. 

Although the Organization cannot estimate the length or gravity of the impact of the COVID-19 outbreak at this
time, if the pandemic continues, it may have a material adverse effect on the Organization’s results of future
operations, financial position, and liquidity in fiscal year 2020.
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