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INDEPENDENT AUDITORS’ REPORT 

 
 
 

To the Members of 
New Circles Community Services 
 
We have audited the accompanying financial statements of New Circles 
Community Services, which comprise the balance sheet as at August 31, 2014, 
and the statements of operations and changes in unrestricted 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. 
 
Auditors’ 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 auditors’ 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 auditors consider 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. 
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We believe that the audit evidence we have obtained in our audit is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
Basis for qualified opinion 
 
In common with many non-profit organizations, New Circles Community 
Services derives revenue from various sources, the completeness of which is not 
susceptible of satisfactory audit verification. Accordingly, our verification of 
revenue was limited to the amounts recorded in the accounts of New Circles 
Community Services, and we were not able to determine whether any 
adjustments might be necessary to donations revenue, excess of revenue over 
expenses for the year and unrestricted net assets. 
 
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 New Circles Community Services as 
at August 31, 2014, 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. 
 
 
 
 
Toronto, Canada Chartered Professional Accountants 
January 22, 2015 Licensed Public Accountants 

Natasha.Miller
EY digital signature - FS



New Circles Community Services

As at August 31

2014 2013
$    $    

ASSETS
Current
Cash 231,219                72,441                    
Accounts receivable [note 4[b]] 40,825                  49,972                    
Prepaid expenses 35,036                  19,104                    
Total current assets 307,080                141,517                  
Capital assets, net [note 3] 52,808                36,910                    

359,888              178,427                  

LIABILITIES AND NET ASSETS
Current 
Accounts payable and accrued liabilities 19,627                  8,700                      
Deferred contributions [note 4] 190,955                104,462                  
Total current liabilities 210,582                113,162                  

Net assets 
Unrestricted 149,306                65,265                    

359,888              178,427                  

See accompanying notes

On behalf of the Board:

BALANCE SHEET

Sally Palmateer, Chair               Sandra Chiu, Treasurer



New Circles Community Services

Year ended August 31

2014 2013
$    $    

REVENUE
Donations [note 4[a]] 731,883           732,103           
Grants [note 4[b]] 110,568           103,457           

842,451           835,560           

EXPENSES
Programs and purchases of goods for disbursing 81,325             138,427           
Salaries and employee benefits 441,018           431,655           
Premises 171,370           168,134           
Amortization 12,786             7,530               
General and administrative 19,130             21,659             
Fundraising 4,563               7,717               
Professional fees 28,218             22,304             

758,410           797,426           
Excess of revenue over expenses for the year 84,041             38,134             

Unrestricted net assets, beginning of year 65,265             27,131             
Unrestricted net assets, end of year 149,306         65,265             

See accompanying notes

STATEMENT OF OPERATIONS AND
CHANGES IN UNRESTRICTED NET ASSETS



New Circles Community Services

Year ended August 31

2014 2013
$    $    

OPERATING ACTIVITIES
Excess of revenue over expenses for the year 84,041            38,134             
Add item not affecting cash

Amortization 12,786            7,530               
96,827            45,664             

Net change in non-cash working capital balances
related to operations 90,635            15,794             

Cash provided by operating activities 187,462          61,458             

INVESTING ACTIVITIES
Purchase of capital assets (28,684)          (32,911)            
Cash used in investing activities (28,684)          (32,911)            

Net increase in cash during the year 158,778          28,547             
Cash, beginning of year 72,441            43,894             
Cash, end of year 231,219          72,441             

See accompanying notes

STATEMENT OF CASH FLOWS
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1. FORMATION OF NEW CIRCLES COMMUNITY SERVICES 
AND NATURE OF OPERATIONS 

 
Circle of Warmth Community Services was incorporated without share capital on August 18, 2005 
under the Canada Corporations Act.  On July 12, 2007, its name was changed to New Circles 
Community Services [the “Charity”]. The Charity has continued under the Canada Not-for-Profit 
Corporations Act.  
 
The objective of the Charity is to accept gifts and disburse these gifts to relieve need and poverty 
by providing clothing, training, job search assistance and counseling services to people living in 
the Flemingdon Park, Thorncliffe Park and Victoria Village neighbourhoods of Toronto, Ontario. 
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
These financial statements were prepared in accordance with Part III of the CPA Canada 
Handbook – Accounting, which constitutes generally accepted accounting principles for 
not-for-profit organizations in Canada and include the significant accounting policies described 
below: 
 
Revenue recognition 
 
The Charity follows the deferral method of accounting for contributions, which include grants and 
donations. Grants are recognized in the accounts when received or receivable if the amount to be 
received can be reasonably estimated and collection is reasonably assured. Other donations are 
recorded when received. Unrestricted contributions are recognized as revenue when initially 
recorded in the accounts. Externally restricted contributions are deferred when initially recorded in 
the accounts and recognized as revenue in the year in which the related expenses are recognized. 
 
Capital assets 
 
Capital assets are recorded at cost and are amortized over their estimated useful lives using the 
declining balance method at the following annual rates: 
 
Furniture and office equipment 20% 
Computer equipment 30% 
Computer software 100% 
 
Leasehold improvements are amortized on a straight-line basis over the term of the premise lease. 
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Contributed materials and services 
 
The Charity benefits from substantial services in the form of volunteer time and donations of 
materials. Since the value of these donated services and materials cannot be readily determined, 
they are not recorded in these financial statements. 
 
Financial instruments 
 
Financial instruments, including accounts receivable and accounts payable, are initially recorded 
at their fair value and are subsequently measured at cost, net of any provisions for impairment.  
 
3. CAPITAL ASSETS 
 
Capital assets consist of the following: 
 
 2014 2013 
 $ $ 
  
Furniture and office equipment 39,776 25,786 
Computer equipment 55,218 48,510 
Computer software — 2,400 
Leasehold improvements 7,987 67,875 
 102,981 144,571 
Less accumulated amortization 50,173 107,661 
 52,808 36,910 
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4. DEFERRED CONTRIBUTIONS 
 
Deferred contributions represent unspent resources externally restricted for program expenses in 
future years. Changes in the deferred contributions balance are as follows: 
 
 2014 2013 
 $ $ 
   
Balance, beginning of year 104,462 78,300 
Amounts received during the year 183,315 129,771 
Less amounts recognized as revenue during the year     96,822  103,609 
Balance, end of year 190,955 104,462 
 
Deferred contributions include donations and grants. Donations and grants received during the 
year include the following: 
 
[a] Donations 
 
Most donations received were in the form of cash.   
 
In addition, the Charity received donations from several foundations for specific programs, all or 
portions of which will be delivered in the future.  
 
[b] Grants 
  
The Charity received a grant of $78,231 [2013 - $69,226] from Investing in Neighbourhoods, a 
City of Toronto employment program.  These proceeds were credited to income and were used to 
fund the payroll costs for seven part-time employees.  As at August 31, 2014, $12,050 [2013 - 
$14,579] of the grant was receivable. 
 
The Charity received a grant of $10,197 [2013 - $9,502] from Canada Summer Jobs, an 
employment program sponsored by Human Resources and Skills Development Canada.  These 
proceeds were credited to income and were used to fund the payroll costs for three summer student 
employees.  As at August 31, 2014, $3,314 [2013 - $9,502] of the grant was receivable. 
 
As the lead agency with the Seniors Service Network, the Charity received a grant of $25,000 
from New Horizons for Seniors Program, a program sponsored by Human Resources and Skills 
Development Canada which recruits and trains seniors in leadership, communication and 
facilitation skills through the Peer Ambassador's training program.  An amount of $5,703 was 
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credited to income during the year and the balance of $19,297 of the grant was deferred to fund 
the program for the year ending August 31, 2015. 
 
5. INCOME TAXES 
 
The Charity is a registered charity under the Income Tax Act (Canada) and, while registered, is 
exempt from income taxes. 
 
6. COMMITMENT 
 
Subsequent to year-end, the Charity signed a lease agreement for a new premise with an expiry on 
December 31, 2019.  During the term of the new premise lease, average annual rent of 
approximately $102,000 is payable. The future minimum annual lease payments for premises are 
exclusive of certain operating costs for which the Charity is responsible.  
 
 






