CONTENTS

Auditors' Report

Statement of Financial Position
Statement of Changes in Fund Balances
Statement of Operations

Statement of Cash Flows

Schedule of Expenditures

Notes to Financial Statements

WBLI

Chartered Accountants

PAGE



WBLI

A full range of
financial expertise

from a trusted team of
professionals who have
helped companies
succeed in Atlantic

Canada since 1976.

Member of DFK
Accountancy Group
Inc. (Canada) and

DFK international

Truro Cffice

640 Prince St., Suite 301
Truro, NLS.
Canada B2N 1G4

Tel: (902) 897-9291

Fax; {902} 897-9293
E-mail: TruroOffice@whlica
www.whli.ca

QPF

VRTERNATIGURL A

Chartered Accountants

Governat’s Place

2nd Floor, 26 Union Street
Bedford, Nova Scotia
Canada B4A 2B5

Tel: (902) 835-7333

Fax: (902)835-5297

£-mail: BedfordOffice@whli.ca
www.whli.ca

AUDITORS' REPORT

To The Members of the Board of Directors of
Chalice (Canada)

Partners

Brad J. Langille, FCA F

Jerry M. Inman, FCA, TEP

Kirk D. Higgins, FCA O

. Wifliam Vienneau, CA (BY, TEP O
Gregory C. Masher incorporated
Stephanie M. Roberts incorporated
Sarah ). vianotincorporated

M. Earl MacLeod Incorporated

We have audited the statement of financial position of Chalice (Canada) as at June 30, 2010
and the statements of operations, changes in fund balances and cash flows for the year then
ended. These financial statements are the responsibility of the organization's management, 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 plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit inciudes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial

pasition of the organization as at June 30, 2010 and

the results of operations and changes in

fund batances and cash flows of the organization for the year then ended, in accordance with

Canadian generally accepted accounting principles.

WHh AL

CHARTERED ACCOUNTANTS
Bedford, Nova Scotia

August 26, 2010

worldwide association of :ndependeat accounting ftrms and business advisers
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CHALICE (CANADA)

SCHEDULE OF EXPENDITURES

FOR THE YEAR ENDED JUNE 30, 2010

2010 2009
$ $
Program Marketing  Administrative
expenditures _expendltures expenditures Total Total

Advertising and promotion 1,713 80,143 - 81,856 56,614
Bank charges and interest 37,459 36,362 4,249 78,070 61,617
Conferences 531 4,200 - 4,731 2,090
Insurance - 285 18,042 18,327 15,701
Miscellaneous 8,972 29,671 5,186 43,829 30,692
Missions appeals - stipends - 32,200 - 32,200 33,025
Mission appeals - trave! - 28,283 - 28,283 25,745
Office 28,136 5,298 62,248 95,682 79,840
Other 605 1,563 1,847 4,015 3,576
Postage and courier 125,317 10,279 83,183 218,779 209,381
Printing 32,521 80,254 25,072 137,847 140,820
Printing and postage - newstetter - 94,240 - 94,240 77,184
Property taxes 2,918 56 40,682 43,656 12,708
Professional fees 6,992 85 62,811 69,988 56,039
Rent and utilities 19,449 875 8,866 28,990 30,139
Telecommunications 11,263 4,687 11,854 27,804 29,356
Travel and meetings 43,493 15,857 6,432 65,882 78,528
Wages and salaries 698,631 302,841 319,468 1,320,940 1,137,088
Subscriptions and memberships 60 75 1,416 1,551 2,237

1,018,060 727,154 651,456 2,398,670 2,082,380

W BILI "
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CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

1. NATURE OF OPERATIONS

The organization was incorporated on June 30, 1992 under the Ganada Corporation Act. The organization is a
charitable organization whose main purpose is to provide financial sponsorship to children and the aging in
developing countries.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The organization follows the accrual method of accounting for financial reporting purposes.

Fund Accounting
Chalice follows the restricted fund method of accounting for contributions.

The General Fund accounts for the organization's program delivery and administrative activities. The fund
reports unrestricted resources and restricted resources for which there is not an appropriate restricted fund.

The Community Projects Fund reports restricted resources that are to be used to provide funding for spéciﬁc
community projects under the following categories: education, nutrition, water, health care, community
improvement and emergency funding.

The Urgency Fund reports only restricted resources that are to be used to provide funding to projects when
urgent circumstances arise.

The Christmas Fund reports the restricted resources that are to be used in providing additional resources at
Christmas time.

The Endowment Fund reports resources contributed for endowment. Investment income earned on resources

of the Endowment Fund is reported in the General Fund and is used for expenses which achieve the purpose
of the Endowment to which it relates.

WBLI 7
Chartered Accountants



CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition

Restricted contributions related to general operations are recognized as revenue of the Genera! Fund in the
year in which the related expenses are incurred. All other restricted contributions are recognized as revenue of
the appropriate restricted fund.

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

Contributions for endowments are recognized as revenue in the Endowment Fund.

Unrastricted investment income earned on Endowment Fund resources is recognized as revenue of the
General Fund. Other investment income is recognized as revenue of the General Fund when earned.

investments
Investments include both mutual fund units as well as guaranteed investment certificates.

The investments in mutual fund units have been classified as held for trading. These units are publicly traded
on a stock exchange, and as such, are recorded at fair market value on the balance sheet as these values are
readily available. Any adjustments recorded on the held for trading investments are recorded through the
statement of operations.

The investments in guaranteed investment certificates have been classified as available for sale. These
investments are recorded at principal plus accrued interest, therefore the carrying value approximates the fair
market value. Given that investments classified as available for sale are fully comprised of guaranteed
investment certificates, there is no unrealized gain or loss to be realized on an annual basis; thus, the excess
of revenue over expenditures for the year and comprehensive income are the same. As a result, there would
not be any adjustments which require disclosure in a Statement of Other Comprehensive Income. No
Statement of Other Comprehensive income has been prepared, as it would not provide any additional
information to the users of the financial statements.

Capital Assets
Capital assets are stated at cost. Amortization is provided by the diminishing balance method at the foilowing
annual rates:

Building 6%
Furniture and equipment 20%
Computer software 30%
Computer equipment 30%

WBLI .
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CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS

FOR ;I'HE YEAR ENDED JUNE 30, 2010

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets (continued)
During the year, amounts were invested in iMIS fundraising software. The software was not implemented until
July 1, 2010, therefore no amortization has been recorded.

Income Taxes
Chalice is a registered charitable organization and qualifies for tax-exempt status pursuant to paragraph 149
(1) (f) of the Income Tax Act.

Contributed Services
A number of volunteers contribute their time each year. Due to the difficulty of determining their fair value,
contributed services are not recognized in the financial statements.

Allocated Expenses

Wages and salaries have been allocated to programming, marketing and administration based on the
estimated proportion of time spent by employees. Of the total wages and salaries of $1,320,940, 10.84%
($143,211) was allocated between the three functions, and 3.58% ($47,260) was allocated to program
expenditures.

Use of Estimates

The preparation of the financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. By their nature, these estimates are subject to measurement uncertainty
and the effect on the financial statements of changes in such estimates in future periods could be significant.

_ Financial Instruments

Fair Values

The organization's financial instruments are comprised of cash, short-term investments, deposits, HST
receivable, long-term investments, accounts payable and accrued liabilities, and deferred contributions. The
carrying values of these financial assets and financial liabilities approximate their fair values due to their short-
term maturity dates except as disclosed below.

The fair values of long-term investments are approximately equal to their carrying values as the investments
consist of guaranteed investment certificates plus accrued interest and investment in mutual fund units
recorded at their quoted market value.

Interest Rate Risk

The organization short-term and long-term investments in Guaranteed Investment Certificates are subject to
cash flow risk as market interest rates fluctuate and the rates available for re-investments upon maturity may
vary from time to time.

W B LI o
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CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010
i E——

4. INVESTMENTS

SHORT-TERM
Fixed Income - Guaranteed Investment Certificates:

CIBC, redeemable and non-redeemable certificates maturing between
November 2040 and February 2011 with yields to maturity of 0.9% to 4.15%

Credit Union, redeemable certificates maturing in March 2011 with yields to
maturity of 1.5%

CIBC, redeemable and non-redeemable certificates which matured in fiscal
2010 with yields to maturity of 0.8% - 2.9%

Credit Union, non-redeemable certificate which matured in fiscal 2010 with a
yield to maturity of 3.9%

Accrued interest

Investment in Credit Union advanced savings account, interest at 3.95%

WBLI

Chartered Accountants

2010 2009

$ $

1,650,000 -

1,964,881 -
- 1,600,000
- 300,000
37,139 55,346
3,652,020 1,955,346
- 1,911,483
3,652,020 3,866,829

10



CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

4. INVESTMENTS (continued)

LONG-TERM
Fixed Income - Guaranteed Investment Certificates:

Credit Union, non- redeemable certificate maturing in November 2010 with
yield to maturity of 4.15%

Credit Union, redeemable and non-redeemable certificates maturing February
2012 and February 2013 with yields to maturity between 2.35% and 2.85%
Accrued interest

investment in equities (original cost - $124,101; 2009 - $123,130)

5. DUE FROM (TO) OTHER FUNDS

zeai]
2010 2009
$ $

- 350,000
1,360,355 1,030,972
10,267 20,225
1,370,622 1,401,197
134,106 127,618
1,504,728 11528181 5

The transactions of the Community Projects, Urgency, Christmas and Endowment Funds are administered
through the main operating and investment accounts of the General Fund. As a result, at June 30, 2010, the
balances of the respective funds have been set up as owing from the General Fund. These loans are non-

interest bearing, have no set terms of repayment and have been classified as current items

financial position.

W RBLI
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CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010

6. CAPITAL ASSETS

2010 2009
Accumulated
Cost amortization Net Net

$ $ $ $
Land 404,671 - 404,671 404,671
Building 1,365,728 123,048 1,242,680 1,305,823
Furniture and equipment 181,203 117,812 63,391 74,935
Computer software 23,971 20,767 3,204 4,577
Computer equipment 137,091 109,684 27,407 39,152

iM!S fundraising software 128,173 - 128,173 -
2,240,837 371 i.:.“ 1 1,869,526 1,829,158

7. DEFERRED CONTRIBUTIONS

Deferred contributions represent sponsorship revenue received in the current year that relates to a subsequent
year.

The deferred contributions balance is comprised of the following externally restricted amounts for which there
is not an appropriate restricted fund:

2010 2009
$ $
Deferred sponsorship contributions 2,342,709 2,220,729
Deferred fundraising contributions 14,544 20,438
Deferred scholarship contributions 40,281 22,651
Deferred catalogue contributions 264,627 153,526

2,662,161 2,417,344
—

WBLI 5
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CHALICE (CANADA)

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010

7. DEFERRED CONTRIBUTIONS (continued)

Changes in the deferred sponsorship contributions balance are as follows:
Beginning balance

Less: amount recognized as revenue in the year
Add: amount received related to next year

8. PROMISSORY NOTE PAYABLE

8% Promissory note, payable in monthly instalments of
$1,302 principal and interest, maturing in July 2012, secured
by rights to the use of the software.

Less current portion

9. COMMITMENTS

2010 2009
$ $
2,220,729 2,145,794
{1,988,518) (1,957,213)
2,110,498 2,032,148
2,342,709 2,220,729
2010 2009
$ $
29,897 -
{13,732) -
16,165 ~

The organization is renting office space under a long-term lease expiring in February 2015. The annual rental

amounts are between $9,408 and $10,373 during the lease period.

The organization is teasing office equipment under long-term leases expiring in December 2011 and January

2014, the annual rental of which is $4,430 and $7,550 respectively.

WBLI
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CHALICE (CANADA)
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010

9. COMMITMENTS (continued)

The organization has committed funds in the amount of $350,565 to various community projects in the
following countries: Bolivia, Chile, Ghana, India, Kenya, Paraguay, Peru, and Tanzania. Of this amount,
$24 629 is pending final reports, with the community project complete and the organization not anticipating any
further payouts to be made. The remaining funds are expected to be paid out as the community projects meet
the requirements for the funding to be advanced. Of the amounts committed, there is a sufficient balance in
the Community Project Fund to cover all but $151,630.

The approximate payout for these projects within the next three years is as follows:

$
2011 286,796
2012 21,604
2012 17,536

At year end, committed amounts to be paid for disaster relief funds or for critical need purposes to Haiti and
Chile totals $239,787.

10.CAPITAL RISK MANAGEMENT

The organization's capital is comprised of Endowment, Restricted and Unrestricted Fund balances. The
organization's objectives when managing capital are to ensure that funds received are appropriately allocated
based on their intended purpose. Furthermore, cash and investments are managed to ensure the financial
obligations and objectives of the respective Funds are met.
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