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Independent Auditor's Report

To the Members of inclusion Powell River Society

Opinion

We have audited the accompanying financial statements of inclusion Powell River Society (the "Society"),
which comprise the Statement of Financial Position as at March 31, 2019 and the Statement of Operations,
Statement of Changes in Net Assets, and the Statement of Cash Flows for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Society as at March 31, 2019, 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.

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 this report. We are independent of the Society 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 audit opinion.

Responsibilities of Management and Those Charged with Governance 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.

In preparing the financial statements, management is responsible for assessing the Society'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 Society or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Society’s financial reporting process.

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.
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• 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 Society’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 Society’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 Society 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.

Report on Other Legal and Regulatory Requirements

As required by the Societies Act (British Columbia), we report that, in our opinion the accounting
principles in Canadian Accounting Standards for Not-For-Profit Organizations have been applied on a basis
consistent with that of the preceding year.

Chartered Professional Accountants

Vancouver, British Columbia
June 27, 2019
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inclusion Powell River Society
Statement of Operations

For the year ended March 31 2019 2018

Revenue
Provincial Government Grants

Community Living BC $ 6,198,543 $ 5,753,897
Ministry of Children and Family Development 1,943,807 1,595,273
Vancouver Coastal Health Authority 53,377 49,026
British Columbia Housing Management Commission 37,344 48,918

Federal Government Grant - Department of Indigenous Affairs 203,700 219,776
United Way Grant 100,907 101,000
Residents' rent and other user fees 421,377 393,406
Sale of services 272,188 288,093
Other income 115,176 114,919
Amortization of deferred capital contributions (Note 7) 11,566 8,955

9,357,985 8,573,263

Expenses
Amortization of capital assets 167,634 140,808
Automobile and travel 122,665 118,746
Bad debt 1,832 60,500
Bank charges and interest 5,459 4,297
Conferences and meetings 39,066 27,689
Contract services 706,248 590,043
Dues 12,064 11,491
Education and professional development 63,650 69,734
Fundraising 6,990 18,925
Insurance 40,526 30,751
Interest on long-term debt 16,998 18,253
Occupancy 135,815 136,911
Office and miscellaneous 43,801 54,379
Professional fees 45,889 48,813
Program supplies and materials 325,060 284,494
Promotion 15,281 12,272
Repairs and maintenance 218,697 144,699
Telephone 60,064 57,938
Wages and employee benefits 7,014,988 6,977,707

9,042,727 8,808,450

Excess (deficiency) of revenue over expenses before 
the undernoted 315,258 (235,187)

Other revenue (expenses)
Loss from long-term investment (9,088) (92,524)
Loss on disposal of capital assets (4,476) -
Gain on disposal of properties held for sale - 177,300
Impairment of property held for sale - (32,706)
Additional BC Housing replacement reserve contribution - (56,402)

(13,564) (4,332)

Excess (deficiency) of revenue over expenses $ 301,694 $ (239,519)
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inclusion Powell River Society
Statement of Changes in Net Assets

For the years ended March 31, 2019 and March 31, 2018

Invested in
Capital Assets Unrestricted

(Note 9) Net Assets Total

Balance, April 1, 2017 $ 2,696,836 $ 449,620 $ 3,146,456

Deficiency of revenue over expenses (131,853) (107,666) (239,519)
Investment in capital assets 129,320 (129,320) -

Balance, March 31, 2018 2,694,303 212,634 2,906,937

Excess (deficiency) of revenue over expenses (160,544) 462,238 301,694
Investment in capital assets 76,676 (76,676) -

Balance, March 31, 2019 $ 2,610,435 $ 598,196 $ 3,208,631
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inclusion Powell River Society
Statement of Cash Flows

For the year ended March 31 2019 2018

Cash provided by (used in)

Operating activities

Excess (deficiency) of revenue over expenses $ 301,694 $ (239,519)

Items not involving operational cash flows:
Loss (gain) on disposal of property held for sale - (177,300)
Bad debt 1,832 60,500
Amortization of deferred capital contributions (11,566) (8,955)
Amortization of capital assets 167,634 140,808
Impairment of property held for sale - 32,706
Contribution to replacement reserve 1,647 56,402
Loss from long-term investment 9,088 92,524
Loss on disposal of capital assets 4,476 -

Changes in non-cash working capital items
Accounts receivable (111,249) 247,235
Prepaid expenses 1,620 32,530
Accounts payable and accrued liabilities 8,219 (90,583)
Funds held in trust for residents 20,572 7,970
Accrued wages and employee benefits (88,612) 125,988
Unearned revenue 2,212 (48,425)

307,567 231,881

Investing activities

Purchase of capital assets (55,051) (272,384)
Contributions to long-term investment (150,000) (18,153)
Proceeds on disposal of property held for sale 78,000 251,755

(127,051) (38,782)

Financing activities

Receipt of deferred capital contributions 22,785 143,016
Repayment of long-term debt (44,410) (43,155)

(21,625) 99,861

Increase in cash during the year 158,891 292,960

Cash (bank indebtedness), beginning of year 103,728 (189,232)

Cash, end of year $ 262,619 $ 103,728
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

1. Significant Accounting Policies and Nature of Organization

These financial statements have been prepared in accordance with Canadian accounting
standards for not-for-profit organizations ("ASNPO") and reflect the following significant
accounting polices:

(a) Nature of organization

inclusion Powell River Society (the "Society") is a non-profit organization incorporated
under the Societies Act (BC). The Society's purpose is to provide advocacy, care and
support services to the Powell River Community and District (including Texada Island)
for individuals who have developmental disabilities, and/or their families. As a
registered charity, the Society is not subject to income taxes under section 149 of the
Canadian Income Tax Act.

(b) Basis of presentation

The Society controls the below noted entities by virtue of certain common
management and directors. The Society does not consolidate controlled entities. The
assets, liabilities, net assets and results of operations of these entities are disclosed in
Note 3 of these financial statements.

Powell River Innovations and Social Enterprise Ltd. ("PRISE") - (100%)
→ JV30 Holdings Ltd. ("JV30") - (2018 - 50%)
→ Coast Seniors Community Ltd. ("CSC") - (100%)
→ Coastal Winds Holdco ("Coastal Winds") - (50%)

K-Lumet Joint Venture ("K-Lumet") - (50%) - K-Lumet was created by joint venture
agreement between the Society and Zackery's Social Network Society, another not-
for-profit Society incorporated under the Societies Act of British Columbia.

Powell River Inclusive Housing Society ("PRIHS") - (100%) - PRIHS is a not-for-profit
Society incorporated under the Societies Act of British Columbia.

Powell River Model Community Project for Persons With Disabilities ("MCP") - (100%)
- MCP is a registered charity and is not subject to income taxes under section 149 of
the Income Tax Act.

(c) Revenue recognition

The Society follows the deferral method of accounting for contributions which include
grants and donations. Externally restricted contributions are recognized as revenue in
the year in which the related expenses are incurred. Contributions restricted for the
purchase of capital assets are deferred and amortized into revenue at a rate
corresponding with the amortization rate for the related capital assets. Contributions
restricted for non-depreciable capital assets are recognized as a direct contribution to
net assets. Unrestricted contributions are recognized when received or receivable if
the amount to be received can be reasonably estimated and collection can be
reasonably assured.

Revenue from sources such as rent, other user fees, sale of services and certain other
income are recognized when the service is provided and collection is reasonably
assured.
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

1. Significant Accounting Policies and Nature of Organization (continued)

(d) Capital assets

Capital assets are recorded at cost. Contributed capital assets are recorded at fair
value at the date of contribution. Betterments which extend the service potential or
estimated life of a capital asset are capitalized. If a capital asset no longer contributes
to the Society's ability to provide services, it is considered for classification as held for
sale.

Amortization is provided using the following methods and annual rates:

Asset Basis Rate
Automotive Equipment Declining balance 15%
Buildings Straight-line 40 years
Equipment Declining balance 20%
Leasehold improvements Straight-line 5 years

(e) Property held for sale

Property held for sale is carried at the lower of its cost less accumulated amortization
and its fair value less costs to sell. No amortization is taken on property classified as
held for sale.

(f) Impairment of long lived assets

Long-lived assets are tested for impairment whenever events or circumstances indicate
that the service potential has declined. When events or circumstance indicate that the
service potential has declined, the long-lived assets are written down to either the fair
value or replacement cost, and a related expense is recognized in the statement of
operations.

(g) Controlled and significantly influenced profit-oriented entities

The Society accounts for such entities, including its long-term investment in PRISE and
its underlying investments, using the equity method.

(h) Controlled and significantly influenced not-for-profit entities

The Society discloses its interests in any controlled or significantly influenced not-for-
profit entities and does not consolidate them in these financial statements.

(i) Contributed materials and services

A substantial number of volunteers contribute a significant amount of their time each
year. Because of the difficulty of determining the fair value of these services,
contributed services are not recognized in the financial statements.

Contributed materials and supplies which would otherwise be paid for by the Society
are recorded at fair value when provided.
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

1. Significant Accounting Policies and Nature of Organization (continued)

(j) Financial instruments

The Society initially measures its financial instruments at fair value. The Society
subsequently measures all of its financial instruments at cost or amortized cost less
impairment, if applicable. Financial assets are tested for impairment when changes in
circumstances indicate the asset could be impaired.

Financial instruments measured at cost or amortized cost consist of cash, accounts
receivable, accounts payable, accrued wages and employee benefits, and long-term
debt.

(k) Use of estimates

The preparation of financial statements in conformity with ASNPO requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements as well as the reported
amounts of revenue and expenses during each period. Significant areas involving a
degree of estimation uncertainty include the useful lives of capital assets, accrued
wages and employee benefits, and certain other accrued liabilities. Management
believes that the estimates utilized in preparing its financial statements are
reasonable. Actual results could differ from these estimates.

(l) Employee future benefits

Under the terms of the Society's union contracts, the Society's employees are entitled
to carry forward unused sick time to future periods. Although the amounts do not vest
and are not payable in cash, the Society has elected to accrue the obligation based on
the historical experience of sick time taken.

The Society and its employees contribute to the Municipal Pension Plan (the "Plan"), a
jointly trusteed defined benefit pension plan. The plan is a multiemployer plan and as
a result, required contributions to the Plan are expensed as incurred.

2. Capital Assets

2019 2018

Accumulated
Cost Amortization Net Net

Land $ 483,840 $ - $ 483,840 $ 483,840
Automotive equipment 529,321 425,847 103,474 126,210
Buildings 4,473,272 1,681,609 2,791,663 2,889,258
Equipment 476,839 450,331 26,508 23,235

$5,963,272 $2,557,787 $3,405,485 $ 3,522,543
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

3. Controlled and Significantly Influenced Entities

PRISE
2019 2018

100% equity investment in PRISE $ 1,096,541 $ 955,629

The long-term investment balance consists of an investment in PRISE, a wholly owned
subsidiary of the Society. Condensed financial statements of PRISE are as follows:

2019 2018

Financial Position
Assets:

Cash $ 43,231 $ 269,981
Land 1,122,559 -
50% interest in and advances to Coastal Winds 63,932 63,932
100% interest in CSC 5,000 5,000
Other assets 2,689 2,030
50% interest in JV30 - 620,100

$ 1,237,411 $ 961,043

Liabilities $ 140,870 $ 5,414
Equity 1,096,541 955,629

$ 1,237,411 $ 961,043

During the year ended March 31, 2019, PRISE disposed of its 50% interest in JV30 for
proceeds equal to the book value of the equity interest. In conjunction with this agreement,
PRISE acquired a 3.94 acre parcel of land from the remaining owners of JV30 for a cost of
$1,100,000. This property will be used for the future development of a care facility.

Neither of these transactions generated any gain or loss, and there were no other material
transactions which generated financial activity that would be reported on a Statement of
Operations. As a result, a condensed Statement of Operations has not been included.

During the year, PRISE received financing from the Society through a $150,000 common
share subscription (for 150,000 common shares), and by entering into a mortgage loan
agreement with First Credit Union. The total mortgage proceeds available under this
arrangement are $1,700,000 of which $150,000 has been drawn. This loan bears interest at
4.39% and is secured by a general security agreement and guarantee from the Society,
which includes the Society's land and buildings located at Selkirk Avenue, Redonda Avenue,
Artaban Street and Marine Avenue.
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

3. Controlled and Significantly Influenced Entities (continued)

MCP

Condensed financial statements of MCP, a non-for-profit organization controlled by the
Society through majority representation on MCP's Board of Directors, are as follows:

2019 2018
(Unaudited) (Unaudited)

Financial Position
Assets $ 9,176 $ 41,277

Liabilities 7,368 34,463
Net assets 1,808 6,814

$ 9,176 $ 41,277

Results of Operations
Revenue $ 125,165 $ 127,251
Expenses 130,171 131,976

Deficiency of revenue under expenses (5,006) (4,725)
Net assets, beginning of year 6,814 11,539

Net assets, end of year $ 1,808 $ 6,814

Statement of Cash Flows
Cash, beginning of year $ 26,415 $ 26,415
Change in cash from operations 7,571 7,571

Cash, end of year $ 33,986 $ 33,986

PRIHS

PRIHS was incorporated in the 2019 fiscal year with the intended purpose of managing the
Society's future not-for-profit housing operations located at 4800 - 4900 Ontario Avenue.
There were no material transactions within this entity during the year, as a result, a
condensed financial information has not been disclosed.

K-Lumet

K-Lumet was created in the 2019 fiscal year by joint venture, with the intended purpose of
manufacturing and selling a fire starter product known and marketed as "K-Lumet" which is
to be produced by disabled persons. Any net profits arising from the joint venture will be
shared equally between the venturers. The Society has not yet made any capital
contributions to K-Lumet, and there were no material transactions within this joint venture
during the year. As a result, a condensed financial information has not been disclosed. The
Society's interest in K-Lumet was transferred to MCP after year end.

4. Bank Indebtedness

The Society has available line of credit facilities with First Credit Union for a maximum of
$700,000 (2018 - $700,000). The facilities bear interest at prime plus 0.5% and are secured
by a 1st mortgage on the Alberni Street property that has a net book value of $847,230.

11



inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

5. Long-Term Debt

The Society has outstanding long-term debt obligations due to the British Columbia Housing
Management Commission ("BCHMC") and First Credit Union ("FCU") as follows:

2019 2018

FCU, first mortgage, repayable at $1,590 per month
including interest at 3.39%, due for renewal December 1,
2021, scheduled to be repaid in full on November 1, 2041;
secured by the Nelson Avenue residence with a carrying
value of $712,057. $ 302,792 $ 311,517

BCHMC, first mortgage, repayable at $1,449 per month
including interest at 2.49%, due for renewal October 1,
2021, scheduled to be repaid in full on August 1, 2026;
secured by the Nootka Avenue residence with a carrying
value of $110,203. 117,671 131,947

FCU, first mortgage, repayable at $1,438 per month
including interest at 3.19%, due for renewal November 6,
2021, scheduled to be repaid in full December 6, 2023;
secured by the Saanich Avenue property with a carrying
value of $353,130. 76,063 90,700

BCHMC, first mortgage, repayable at $640 per month
including interest at 1.82%, due for renewal September 1,
2019, scheduled to be repaid in full August 1, 2025;
secured by the Nelson Avenue property with a carrying
value of $712,057. 46,493 53,265

543,019 587,429

Less current portion (45,585) (44,370)

 $ 497,434 $ 543,059

The Society anticipates making the following principal repayments over the next five years
and thereafter. This schedule incorporates the assumption that all above noted loans will be
renewed on terms which are similar to those currently in effect:

2020 $ 45,585
2021 46,940
2022 48,217
2023 49,689
2024 87,525
Thereafter 265,063

$ 543,019
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

6. Accrued Wages and Employee Benefits

Included in accrued wages and employee benefits are government remittances payable of
$133,001 (2018 - $124,680) relating to payroll taxes and workers' safety insurance.

7. Deferred Capital Contributions

Deferred capital contributions represent the unamortized amounts of funding received for
the purchase of capital assets. The amortization of capital contributions is recorded as
revenue in the statement of operations.

2019 2018

Balance, beginning of year $ 240,811 $ 106,750
Contributions received 22,785 143,016
Less amounts amortized to revenue (11,566) (8,955)

$ 252,030 $ 240,811

8. Replacement Reserve

Under the terms of an operating agreement with BCHMC (the "Agreement"), a replacement
reserve was established by the Society at a predetermined amount. These funds must be
held intact unless prior approval is obtained for utilizing funds. The funds may be used only
for capital expenditures and replacements in accordance with the Agreement, and consist
of the following amounts:

2019 2018

Nelson Avenue $ 40,852 $ 40,028
Nootka Avenue 56,156 55,333

$ 97,008 $ 95,361
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

9. Invested in Capital Assets

(a) Investment in capital assets is calculated as follows:

2019 2018

Capital assets $ 3,405,484 $ 3,522,543
Amounts financed by deferred capital contributions (252,030) (240,811)
Amounts financed by long-term debt (543,019) (587,429)

$ 2,610,435 $ 2,694,303

(b) Change in net assets invested in capital assets is calculated as follows:

2019 2018

Deficiency of revenue over expenses:

Amortization of deferred capital contributions $ 11,566 $ 8,955
Amortization of capital assets (167,634) (140,808)
Loss on disposal of capital assets (4,476) -

(160,544) (131,853)

Net change in investment in capital assets:

Purchase of capital assets 55,051 272,384
Deferred capital funding utilized to purchase, (22,785) (186,219)

capital assets
Long-term debt principal payments 44,410 43,155

76,676 129,320

$ (83,868) $ (2,533)

10. Remuneration of Directors, Employees and Contractors

The Societies Act (BC) requires that the Society disclose the total remuneration paid to the
Directors, either in their capacity as a director or for performing another role, as well as
the total number of employees or contractors with annual remuneration equal to or greater
than $75,000, and the aggregate remuneration of those employees/contractors.

During the year, a total of 6 (2018 - 4) employees/contractors received remuneration in
excess of $75,000 which resulted in compensation of $656,074 (2018 - $404,276). The
amounts paid to directors for acting in their noted capacity was $nil (2018 - $nil).
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

11. Municipal Pension Plan

The Society and its employees contribute to the Municipal Pension Plan (a jointly trusteed
pension plan) (the "Plan"). The Board of Trustees, representing Plan members and
employers, is responsible for administering the Plan, including investment of assets and
administration of benefits. The Plan is a multi-employer defined benefit pension plan. Basic
pension benefits provided are based on a formula. As at December 31, 2017, the Plan has
about 197,000 active members and approximately 95,000 retired members.

Every three years, an actuarial valuation is performed to assess the financial position of the
Plan and adequacy of the funding. The actuary determines an appropriate combined
employer and member contribution rate to fund the Plan. The actuary's calculated
contribution rate is based on the entry-age normal cost method, which produces the long-
term rate of member and employer contributions sufficient to provide benefits for average
future entrants to the Plan. This rate may be adjusted for the amortization of any actuarial
funding surplus and will be adjusted for the amortization of any unfunded actuarial liability.

The most recent valuation for the Municipal Pension Plan as of December 31, 2015,
indicated a $2,224 million funding surplus for basic pension benefits on a going concern
basis. As a result of the 2015 basic account actuarial valuation surplus and pursuant to the
joint trustee agreement, $1,927 million was transferred to the rate stabilization account
and $297 million of the surplus ensured the required contribution rates remained
unchanged. The next valuation will be as at December 31, 2018, with results available later
in 2019.

Employers participating in the Plan record their pension expense as the amount of employer
contributions made during the fiscal year (defined contribution pension plan accounting).
This is because the Plan records accrued liabilities and accrued assets for the Plan in
aggregate, resulting in no consistent and reliable basis for allocating the obligation, assets
and costs to individual employers participating in the Plan.

The Society paid $412,298 for employer contributions to the plan in fiscal 2018 (2017 -
$433,298).

12. Economic Dependence

The Society derived 88% (2018 - 86%) of its revenues from operating agreements with
Community Living BC, a Province of British Columbia crown agency, and the Province of
British Columbia's Ministry of Children and Family Development. The Society's ability to
continue viable operations is dependent upon maintaining these sources of funding.
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inclusion Powell River Society
Notes to Financial Statements

March 31, 2019

13. Financial Instrument Risks

The Society is exposed to various risks through its financial assets and liabilities. The
following analysis provides a measurement of those risks at March 31, 2019. There have not
been any changes in its risks from the prior year.

(a) Credit Risk

Credit risk is the risk that the Society will incur a loss due to failure by its debtors to
meet their contractual obligations. Financial instruments that are potentially subject
to credit risk are cash and accounts receivable. The Society deals with credit worthy
counterparties to mitigate the risk of financial loss from defaults. The Society monitors
the credit risk of the customers, who are primarily government funders with fixed
contracts, on a monthly basis through payment history and knowledge of the industry.

(b) Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The Society is
exposed to interest rate risk through its line of credit as disclosed in Note 4, and its
long-term debt as disclosed in Note 5. The Society manages its exposure to interest
rate risk by fixing the interest rate for the term of the mortgages, and by minimizing
its utilization of its line of credit which carries a variable rate of interest. 

(c) Liquidity Risk

Liquidity risk is the risk that the Society will not be able to meet its currently recorded
liabilities and any future obligations as they fall due. The Society is exposed to liquidity
risk through its accounts payable and accrued liabilities, accrued wages and employee
benefits, and long-term debt. The Society mitigates its liquidity risk by maintaining
adequate levels of working capital to ensure all its obligations can be met when they
fall due, carries a line of credit to manage fluctuations in its cash cycle, and prepares
budgets and monitors cash flows to ensure it has sufficient funds to fulfil its
obligations.

(d) Industry Risk

The Society is involved in the real estate industry by way of its investment in PRISE,
and so is affected by general economic trends. A decline in real estate markets or
general economic conditions, or other adverse conditions could lead to reduced values
of the investment in PRISE.
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