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January 16, 2017 

Independent Auditor’s Report 

To the Members of 

The Board of Directors of 

Southern Alberta Pediatric Hostel Society

We have audited the accompanying financial statements of Southern Alberta Pediatric Hostel Society (the 

“Society”), which comprise the statements of financial position as at October 31, 2016, and the statements 

of operations and changes in fund balances and cash flows for the year then ended, and the related notes 

including 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 is sufficient and appropriate to provide a basis for our 

audit opinion. 

Basis for qualified opinion 

In common with many charitable organizations, the Society derives revenues from the general public in 

the form of donations and fundraising, the completeness of which is not susceptible of satisfactory audit 

verification. Accordingly, our verification of these revenues was limited to the amounts recorded in the 

records of the Society. Therefore, we were not able to determine whether any adjustments might be 

necessary to donations and fundraising revenue, excess of revenue over expenses and cash flows from 

operations for the year ended October 31, 2016, and current assets and fund balances at October 31, 2016. 

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 

Southern Alberta Pediatric Hostel Society as at October 31, 2016, 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 



Southern Alberta Pediatric Hostel Society 
Statement of Financial Position  
As at October 31, 2016 

Operating
Fund 

$
Capital Fund 

$
2016 

$
2015 

$

Assets

Current assets
Cash and cash equivalents 1,331,238 430,722 1,761,960 7,618,315
Accounts receivable 344,897 1,700 346,597 224,970
Prepaid expenses 55,176 - 55,176 55,049
Short term investments 104,433 4,689,435 4,793,868 -
Interfund receivable 317,328 (317,328) - -

2,153,072 4,804,529 6,957,601 7,898,334

Investments 5,810,692 - 5,810,692 5,108,422

Tangible capital assets (note 5) - 18,297,314 18,297,314 18,231,195 

7,963,764 23,101,843 31,065,607 31,237,951

Liabilities

Current liabilities
Accounts payable and accrued liabilities

(note 13) 131,704 - 131,704 185,521
Obligations under capital lease – current portion

(note 7) - 47,956 47,956 35,854

131,704 47,956 179,660 221,375

214,146 - 214,146 148,795 

- 27,951 27,951 41,035

345,850 75,907 421,757 411,205

- 4,004,534 4,004,534 4,783,344

- 18,221,402 18,221,402 18,154,306
2,551,800 800,000 3,351,800 3,229,173

Deferred contributions (note 6) 

Obligations under capital lease (note 7) 

Fund balances
Externally restricted (note 3(a))
Internally restricted invested in tangible capital 

assets
Internally restricted (note 3(b))
Unrestricted 5,066,114 - 5,066,114 4,659,923

7,617,914 23,025,936 30,643,850 30,826,746

7,963,764 23,101,843 31,065,607 31,237,951



Southern Alberta Pediatric Hostel Society 
Statement of Operations and Changes in Fund Balances 
For the year ended October 31, 2016 

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

Operating 
Fund 

$ 
Capital Fund 

$ 
2016 

$ 
2015 

$

Revenue
Donations and fundraising (notes 6 and 8) 4,090,912 2,909 4,093,821 5,084,604 
Investment income (note 4) 426,575 - 426,575 404,024 
Facility rentals 119,172 - 119,172 119,064 
Grants 7,336 39,995 47,331 33,802 
Other 14,617 - 14,617 10,060 

4,658,612 42,904 4,701,516 5,651,554 

Expenses
Operating (note 9) 2,551,800 - 2,551,800 2,429,173 
Fundraising (note 10) 875,539 - 875,539 1,084,055 
Administrative (note 11) 702,458 - 702,458 668,835 
Amortization of tangible capital assets - 692,132 692,132 651,158 
Loss on disposal of tangible capital assets - 1,379 1,379 57,814 
Repairs on tangible capital assets - 61,104 61,104 13,452 

4,129,797 754,615 4,884,412 4,904,487 

(Deficiency) excess of revenue over
expenses 528,815 (711,711) (182,896) 747,067 

Fund balance – Beginning of year 7,089,099 23,737,647 30,826,746 30,079,679 

Fund balance – End of year 7,617,914 23,025,936 30,643,850 30,826,746 



Southern Alberta Pediatric Hostel Society 
Statement of Cash Flows 
For the year ended October 31, 2016 

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

2016
$  

2015
$ 

Cash and cash equivalents provided by (used in)

Operating activities
Excess of revenue over expenses from operations 528,815  858,251 
Item not involving cash 

Unrealized gains on investments (44,770) (143,249)
Change in non-cash operating working capital 

Accounts receivable (121,627) (17,023)
Prepaid expenses (127) (4,219)
Accounts payable and accrued liabilities (53,817) 14,295 
Deferred contributions 65,351  (113,902)

373,825  594,153 

Investing activities
Purchase of tangible capital assets (713,593) (88,347)
Net increase in investments (5,451,368) (2,266,857)
Capital donations and fundraising 42,904  42,018 
Repairs on tangible capital assets  (61,104) (13,452)

(6,183,161) (2,326,638)

Financing activity
Capital lease obligation payments (47,019) (46,756)

Decrease in cash and cash equivalents (5,856,355) (1,779,241)

Cash and cash equivalents – Beginning of year 7,618,315  9,397,556 

Cash and cash equivalents – End of year 1,761,960  7,618,315 

Cash and cash equivalents consist of the following
Cash 931,301  1,328,586 
Money market funds 830,659  6,289,729 

1,761,960  7,618,315 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(1)

1 Nature of operations 

The Southern Alberta Pediatric Hostel Society (the “Society”) is a charitable organization incorporated under 

the Societies Act of Alberta. The Society owns and operates the Ronald McDonald House Charities® Southern 

Alberta (RMHCSA), Ronald McDonald House Charities® Central Alberta (RMHCCA) and two Ronald 

McDonald Care MobilesTM, a licensee under Ronald McDonald House Charities® Global in Chicago, that 

outlines the use of the name Ronald McDonald House Charities and the brand, logo, etc. associated with the 

name. RMHCSA and RMHCCA are a temporary “home away from home” for out-of-town families whose 

children require medical attention in a Calgary and/or Red Deer hospital. The Ronald McDonald Care 

MobilesTM are state-of-the-art vehicles that deliver free and cost-effective medical, dental and health education 

services directly to underserved families in and around Calgary. The Society is registered as a Canadian 

charitable organization under the Income Tax Act and accordingly is exempt from income taxes. 

The Society is also registered under The Charitable Fundraising Regulation of Alberta and has considered all 

required disclosures under Section 7(2) of the Regulation in preparing the financial statements. 

2 Significant accounting policies 

These financial statements have been prepared in accordance with Canadian accounting standards for not-for-

profit organizations ("ASNPO") and reflect the following policies: 

a) Use of estimates 

The preparation of the financial statements in conformity with ASNPO requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of 

contingent assets and liabilities at the date of the financial statements and revenue and expenses for the 

reported periods. Actual results could differ from those estimates. 

The most significant of these estimates relate to the amortization period for tangible capital assets, the 

determination of accrued liabilities, and potential contingencies and the determination of accrued 

investment income. By their nature, these estimates are subject to measurement uncertainty and the effect 

on the financial statements of changes on such estimates could be significant. 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(2)

b) Fund accounting 

The Society uses the restricted fund method of accounting for contributions. Activities of the Society are 

segregated in the following funds: 

i) The Operating Fund accounts for the Society’s operating, administrative and fundraising activities. 

This fund reports unrestricted resources and restricted operating contributions. 

ii) The Capital Fund reports the assets, liabilities, revenues and expenses related to the Society’s tangible 

capital assets. 

Interfund receivable (payable) amounts are non-interest bearing with no fixed terms of repayment. 

c) Revenue 

Restricted contributions are recognized as revenue in the appropriate restricted fund in the period 

received. If no appropriate restricted fund exists, they are recognized in the Operating Fund and are 

deferred and recognized as revenue when the associated expenses are recognized. 

Unrestricted contributions are recognized as revenue of the Operating Fund in the year received or 

receivable if the amount to be received can be reasonably estimated and collection is reasonably assured. 

Facility rental revenues are recognized as the services are provided. 

Unrestricted investment income is recognized as revenue in the Operating Fund as earned. 

d) Donated materials and services 

Donated materials and services are recorded in the financial statements at fair market value when fair 

market value can be reasonably estimated. The work of the Society benefits from substantial services in the 

form of volunteer time, which is not recorded in the Society’s financial statements because of the difficulty 

in determining its fair value. During the year, the Society recorded $464,209 (2015 – $410,221) of donated 

materials and services in the financial statements (note 8(b)). 

e) Cash and cash equivalents 

Cash and cash equivalents consist of cash held and highly liquid investments with a maturity date when 

purchased, of less than three months. 

f) Investments 

Investments in marketable securities, including donated securities are reported at fair market value. 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(3)

Short-term investments, comprised entirely of guaranteed investment ceritifcates having a maturity within 

one year from the date of purchase, are carried at market value with realized and unrealized gains or losses 

recognized directly in the Statement of Operations and Changes in Fund Balances. 

g) Tangible capital assets 

Tangible capital assets are recorded at cost. Donated tangible capital assets are recorded at fair value at the 

date of contribution. Amortization expense is reported in the Capital Fund and is recorded over the assets 

estimated useful lives using the straight-line method at the following rates: 

Asset Years 

Building 50 

 Furniture and fixtures 10 

 Caremobiles 10 

Office equipment 5 

 Serenity garden 5 

Computer hardware 2.5 

 Computer software and website development 2 

 Leased equipment lease term 

Construction in progress is not subject to amortization until the project has been completed and the asset 

is put in use. At that time, the corresponding costs are transferred to the appropriate asset category and 

amortized accordingly over its estimated useful life. 

h) Financial instruments 

The Society initially measures financial assets and liabilities at their fair value. It subsequently measures 

its financial assets and liabilities at amortized cost, other than investments which are reported at fair value. 

The financial assets subsequently measured at amortized cost include cash and cash equivalents and 

accounts receivable. The financial liabilities subsequently measured at amortized cost include accounts 

payable and accrued liabilities. 

Transaction costs related to financial instruments measured at fair value are expensed as incurred. For all 

other financial instruments, the transaction costs 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 excess 

of revenue over expenses as interest income or expense. 

With respect to financial assets measured at cost or amortized cost, the Society recognizes in excess of 

revenue over expenses an impairment loss, if any, when 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 in 

excess of revenue over expenses in the period the reversal occurs. 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(4)

The Society does not currently utilize derivative financial instruments or hedging accounting in their 

operations. 

The Society's risk exposures with respect to financial instruments have not changed during the year as 

follows: 

Market and other price risk  

The investments of the Society are subject to price risk because changing interest rates impact the market 

value of the fixed rate investments, and the general economic conditions affect the market value of equity 

investments. This risk is mitigated through the use of an investment manager for the long term portfolio 

investments and by investing other funds in short term fixed rate products with high credit ratings. 

Liquidity risk  

The Society is exposed to liquidity risk resulting from its investments. To manage the risk, the Society uses 

an investment manager for the investments it plans to hold for a long period of time. These investments 

are subject to liquidity risk if the Society is required to sell at a time that the market for the investments is 

unfavourable. 

Interest rate risk  

The Society is exposed to interest rate risk on its investments. Interest rates on investments vary from 

approximately 1% to 7.56% per annum. These investments mature at various dates from 1 month to 33 

years. The Society engages investment advisors to manage the investment portfolio in accordance with the 

Society's Board approved investment guidelines. 

Credit risk 

The Society is not exposed to significant credit risk on its cash and cash equivalents and accounts 

receivable. 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(5)

3 Fund balances 

a) Externally restricted 

Capital Fund 

Externally restricted balances represent unspent resources externally restricted for the following purposes, 

which had not been spent at year end: 

2016
$  

2015
$ 

Red Deer capital maintenance reserve 895,825  915,539 
Calgary capital maintenance reserve 712,097  753,488 
Capital projects 2,396,612  3,114,317 

4,004,534  4,783,344 

b) Internally restricted 

Operating Fund 

A minimum reserve of 100% (2015 – 100%) of the current year’s operating expenses of $2,551,800 (2015 – 

$2,429,173) is internally restricted by the Board of Directors as a future operational reserve and must be 

held in cash or marketable securities. 

Capital Fund 

As of October 31, 2016, $800,000 (2015 – $800,000) is restricted by the Board of Directors for the future 

replacement of Caremobile units. 

4 Investment income 

2016
$  

2015
$ 

Interest  92,565  150,687 
Dividends 14,804  36,672 
Foreign income 71,469  25,281 
Capital gain distribution 161,495  48,135 
Unrealized gain on investments 44,770  143,249 
Realized gain on sale of investments 41,472  - 

426,575  404,024 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(6)

5 Tangible capital assets 

2016 2015

Cost 
$

Accumulated
amortization 

$
Net 

$
Net 

$

Land – Red Deer 998,962  -  998,962  998,962 
Building – Calgary 9,215,296 1,765,495 7,449,801 7,634,107
Building – Red Deer 8,432,960 786,008 7,646,952 7,815,611
Furniture and fixtures – Calgary 1,066,866  905,691  161,175  265,440 
Furniture and fixtures – Red Deer 456,393  203,577  252,816  293,030 
Caremobile 966,221 248,492 717,729 814,351
Artwork – Calgary 234,095 - 234,095 234,095
Artwork – Red Deer 19,398 - 19,398 19,398
Computer hardware, software, website 

development and office equipment 
– Calgary 300,760  228,681  72,079  81,859 

Computer hardware, software, website 
development and office equipment 
– Red Deer 230,140 184,504 45,636 54,402

Serenity garden - Calgary 19,666 19,285 381 1,121
Construction in progress – Calgary 698,290 - 698,290 18,819

22,639,047 4,341,733 18,297,314 18,231,195

The land on which the Calgary building is located has been subleased for one dollar from the Alberta Health 

Services (formerly Calgary Health Region) for 90 years commencing January 1, 2005. During the year, the 

Society paid $679,471 (2015 – $18,819) towards the expansion of the Calgary building, of which $500,000 

(2015 – $nil) was paid to acquire the right to use an additional, adjoining parcel of land. This amount is 

included within Construction in progress – Calgary. 

6 Deferred contributions 

Deferred contributions represent externally restricted amounts for various programs that have not been spent: 

2016
$  

2015
$ 

Balance – Beginning of year 148,795  262,697 

Contributions received 180,430  241,144 
Recognized as donations and fundraising revenue (115,079) (355,046)

Balance – End of year 214,146  148,795 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(7)

7 Obligations under capital lease 

In 2013, the Society entered into a capital lease obligation for computer equipment with a fair value of 

$202,506. The net book value of leased equipment at October 31, 2016 was $39,047 (2015 – $74,144). The 

obligation is secured by the assets leased. In 2016, the Society entered into a new capital lease obligation for 

computer equipment with a fair value of $47,970. The net book value of the new leased equipment at 

October 31, 2016 was $34,528. 

$
Capital lease obligations, at an implicit interest rate of 2.689% 

per annum (maturing January 2018 and January 2019)  75,907  
Less:  Current portion (47,956)

27,951  

The minimum principal lease payments under the capital lease obligations are as follows: 

$

2017 47,956  
2018 23,971  
2019 3,980  

75,907  

8 Donation revenues 

a) Ronald McDonald House Charities of Canada (RMHC) is a foundation that assists organizations that focus 

on improving the quality of life for children and families of children with life-threatening or chronic 

illnesses and disabilities including providing the Society with funding raised from various fundraising 

activities. During the year, RMHC provided the Society with unrestricted donations of $285,918 (2015 – 

$285,918) from happy meals. 

b) Included in donations is $466,709 (2015 – $979,443) of contributed tangible capital assets and donated 

materials and services consisting of mentor services, insurance and miscellaneous house supplies. 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(8)

9 Operating expenses 

2016
$ 

2015
$ 

Salaries and benefits 1,394,710 1,343,900 
Supplies, family programs and other 468,005 428,662 
Repairs and maintenance 292,263 266,958 
Community awareness 108,080 119,835 
Utilities 121,545 129,980 
Communications and promotions 100,363 71,287 
Telephone 35,693 39,285 
Insurance 31,141 29,266 

2,551,800 2,429,173 

10 Fundraising expenses 

2016
$ 

2015
$ 

Salaries and benefits 529,049 655,895 
Events 283,567 352,792 
General fundraising 19,765 27,781 
Supplies 17,650 25,018 
Donor stewardship 6,240 8,708 
Training database 18,641 13,861 
Planned giving 627 - 

875,539 1,084,055 

11 Administrative expenses 

2016
$ 

2015
$ 

Salaries and benefits 445,568 464,618 
Office and other 124,878 118,397 
Professional 122,528 72,455 
Board expenses 7,068 10,613 
Interest 2,416 2,752 

702,458 668,835 



Southern Alberta Pediatric Hostel Society 
Notes to Financial Statements 
October 31, 2016 

(9)

12 Allocation of expenses 

The nature of the Society’s operations dictates that its costs are largely influenced by the deployment of its staff. 

Similarly, the costs of supporting fundraising, program and administration expenses are directly correlated to 

the number of people working in each of those areas. 

General management salary expenses are allocated based on the hours worked as follows: 

2016
%

2015
%

Fundraising expenses 5 2 
Operating expenses 34 34 
Administration expenses 61 64 

13 Government remittances payable 

Included in accounts payable and accrued liabilities are government remittances payable in the amount of $260 

as at October 31, 2016 (2015 – $nil). 




