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KPMG LLP
Frederick Square, TD Tower
77 Westmorland Street, Suite 700
Fredericton New Brunswick  E3B 6Z3
Canada
Tel (506) 452-8000
Fax (506) 450-0072

INDEPENDENT AUDITORS' REPORT

To the Directors of Fredericton YMCA Endowment Fund Inc.

Qualified Opinion
We have audited the financial statements of Fredericton YMCA Endowment Fund Inc.
(the Fund), which comprise:

 the statement of financial position as at December 31, 2020

 the statement of operations for the year then ended

 the statement of changes in net assets for the year then ended

 the statement of cash flows for the year then ended

 and notes to the financial statements, including a summary of significant accounting
policies

(Hereinafter referred to as the “financial statements'').

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

Basis for Qualified Opinion

In common with many not-for-profit organizations, the Fund derives revenue from
contributions, the completeness of which is not susceptible to satisfactory audit
verification. Accordingly, our verification of these revenues was limited to the amounts
recorded in the records of the Fund.

Therefore, we were not able to determine whether any adjustments might be necessary
to:

 the current assets reported in the statement of financial position as at December 31,
2020 and December 31, 2019

 the endowment contributions and the net assets reported in the statement of changes
in net assets for the years ended December 31, 2020 and December 31, 2019

 the endowment contributions reported in the statement of cash flows for the years
ended December 31, 2020 and December 31, 2019.

Our opinion on the financial statements for the year ended December 31, 2019 was
qualified accordingly because of the possible effects of this limitation in scope. 
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We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
"Auditors’ Responsibilities for the Audit of the Financial Statements" section of our
auditors’ report.

We are independent of the Fund in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
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 qualified opinion.

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

Those charged with Governance are responsible for overseeing the Fund's financial
reporting process.

Auditors' 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 auditors' 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 the 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. 
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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 Fund'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 Fund's
ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditors' 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 auditors' report. However, future events or conditions may cause the
Fund 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.

 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. 

Chartered Professional Accountants 

Fredericton, Canada

March 31, 2021



FREDERICTON YMCA ENDOWMENT FUND INC.
Statement of Financial Position

December 31, 2020, with comparative information for 2019

2020 2019

Assets

Current assets:
Cash $ 17,511 $ 22,937
Contributions receivable 10,027 -
Prepaid expenses 363 363
Receivable from the Fredericton YMCA Inc. 4,329 2,466  

32,230 25,766

Investments (note 2) 2,371,113 2,167,621

$ 2,403,343 $ 2,193,387

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities $ 7,016 $ 6,554

Net assets (note 3):
Unrestricted 178,006 40,008
Restricted for endowment 2,218,321 2,146,825

2,396,327 2,186,833

$ 2,403,343 $ 2,193,387

See accompanying notes to financial statements.

On behalf of the Board:

  Member   Member
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FREDERICTON YMCA ENDOWMENT FUND INC.
Statement of Operations

Year ended December 31, 2020, with comparative information for 2019

2020 2019

Revenue:
Investment income $ 83,049 $ 52,255
Net realized gain (loss) on sale of investments (693) 130,720
Insurance premiums 3,125 3,125
Unrealized gain on investments 145,663 94,543

231,144 280,643

General and administrative expenses:
Investment management fees 24,993 23,636
Administrative support (note 4) 10,000 7,500
Professional fees 7,475 7,360
Life insurance 4,301 4,301
Directors and officers insurance 1,453 1,453
Office and general 441 1,072
Fundraising 382 782

49,045 46,104

Excess of revenues over expenses before the
undernoted items 182,099 234,539

Distribution to the Fredericton YMCA Inc. (note 4) 44,101 75,000

Excess of revenues over expenses $ 137,998 $ 159,539

See accompanying notes to financial statements.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Statement of Changes in Net Assets

Year ended December 31, 2020, with comparative information for 2019

Unrestricted

Restricted for
endowment

 (note 3)
Total
2020

Total
2019

Balance, beginning of year $ 40,008 $ 2,146,825 $ 2,186,833 $ 1,984,179

Excess of revenues over expenses 137,998 - 137,998 159,539

Endowment contributions - 71,496 71,496 43,115

Balance, end of year $ 178,006 $ 2,218,321 $ 2,396,327 $ 2,186,833

See accompanying notes to financial statements.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Statement of Cash Flows

Year ended December 31, 2020, with comparative information for 2019

2020 2019

Cash provided by (used in):

Operations:
Excess of revenues over expenses $ 137,998 $ 159,539
Items not involving cash:

Reinvested distributions on pooled funds (83,050) (52,255)
Net realized loss (gain) on sale of pooled funds 693 (121,299)
Net unrealized gain on pooled funds (143,900) (91,242)
Cash surrender value of life insurance (1,763) (3,300)
Realized gain on life insurance - (9,421)

Change in non-cash operating working capital:
Receivable from the Fredericton YMCA Inc. (1,863) (2,466)
Accounts payable and accrued liabilities 462 804
Payable to the Fredericton YMCA Inc. - (65,824)

(91,423) (185,464)

Financing and investing:
Endowment contributions 61,469 43,115
Proceeds from sale of pooled funds 170,125 889,501
Purchase of pooled funds (145,597) (816,438)
Proceeds from life insurance - 18,633

85,997 134,811

Decrease in cash (5,426) (50,653)

Cash, beginning of year 22,937 73,590

Cash, end of year $ 17,511 $ 22,937

See accompanying notes to financial statements.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Notes to Financial Statements

Year ended December 31, 2020

Fredericton YMCA Endowment Fund Inc. (the "Fund") was incorporated on November 13, 1986 and
was registered by Canada Revenue Agency as a charitable public foundation effective January 1,
1987. The purpose of the Fund is to grow and invest funds, the investment returns from which are to
provide for the future growth and stability of the Fredericton YMCA Inc., and to further the mission of
the Fredericton YMCA Inc.

1. Significant accounting policies:

The financial statements have been prepared in accordance with Canadian accounting
standards for not-for-profit organizations in Part III of the CPA Canada Handbook.

(a) Foreign currency translation:

All accounts in the statement of financial position are translated into Canadian dollars at
the year-end rate of exchange with any gain or loss reported in the statement of operations
and all accounts in the statement of operations are translated at the average exchange
rate for the year.

(b) Revenue recognition:

The Fund follows the deferral method of accounting for contributions. 

Externally restricted contributions other than endowment contributions are recognized as
revenue in the year in which the related expenses are recognized. Unrestricted
contributions are recognized as revenue when received or receivable if the amount to be
received can be reasonably estimated and collection is reasonably assured.

Endowment contributions are recognized as direct increases in endowment net assets.

Restricted investment income is recognized as revenue in the year in which the related
expenses are recognized.  Restricted investment income that must be maintained as an
endowment is recognized as an increase in net assets.  Unrestricted investment income is
recognized as revenue when earned. 

The net realized gain (loss) on sale of investments is the difference between the proceeds
received and the average cost of investments sold. All changes in fair value are
recognized in the statement of operations as part of the net unrealized gain (loss) on
investments.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Notes to Financial Statements (continued)

Year ended December 31, 2020

1. Significant accounting policies (continued):

(c) Contributed services:

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

(d) Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding
derivative instruments that are not in a qualifying hedging relationship and equity
instruments that are quoted in an active market are subsequently measured at fair value.
All other financial instruments are subsequently recorded at cost or amortized cost, unless
management has elected to carry the instruments at fair value. The Fund has not elected
to carry any such financial instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured
subsequently at fair value are expensed as incurred. All other financial instruments are
adjusted by transaction costs incurred on acquisition and financing costs, which are
amortized using the straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal
year if there are indicators of impairment. If there is an indicator of impairment, the Fund
determines if there is a significant adverse change in the expected amount or timing of
future cash flows from the financial asset.  If there is a significant adverse change in the
expected cash flows, the carrying value of the financial asset is reduced to the highest of
the present value of the expected cash flows, the amount that could be realized from
selling the financial asset or the amount the Fund expects to realize by exercising its right
to any collateral. If events and circumstances reverse in a future period, an impairment
loss will be reversed to the extent of the improvement, not exceeding the initial carrying
value. 

(e) Use of estimates:

The preparation of the financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the year. Actual results could differ from those
estimates.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Notes to Financial Statements (continued)

Year ended December 31, 2020

2. Investments:

2020 2019
Fair value Cost Fair value Cost

 
Pooled funds:

Fixed income $ 977,298 $ 969,977 $ 981,877 $ 1,006,496
Canadian income equity 257,772 210,131 229,116 184,336
Alternative Investments 65,179 65,090 - -
Hedge strategies 170,676 178,899 212,648 232,952
Global equity 848,316 637,585 693,871 580,069  

2,319,241 2,061,682 2,117,512 2,003,853

Cash surrender value of life
insurance 51,872 51,872 50,109 50,109

$ 2,371,113 $ 2,113,554 $ 2,167,621 $ 2,053,962

3. Net assets:

Contributions restricted for endowments consist of externally restricted donations received by
the Fund and contributions internally restricted by the Board of Directors, in exercising its
discretion. The endowment principal is required to be maintained intact. The investment income
generated from endowments must be used in accordance with the various purposes
established by donors or the Board of Directors. The Fund ensures, as part of its fiduciary
responsibilities, that all funds received with a restricted purpose are expended for the purpose
for which they were provided. All of the investments of the Fund are managed collectively, as
such, the unrestricted investment income and the expenses of administering the net assets are
recognized in unrestricted net assets.  

The Board has established an Endowment Fund Disbursement Policy (“the Policy”). The
purpose of the Policy is to provide a long-term smoothing approach that has the objective of
protecting the original donation amount, protecting the purchasing power of the original
donation, and providing a steady and predictable stream of funds that can be transferred
annually to the Fredericton YMCA. The long-term target is to annually disburse 3.5% of the
market value of the endowment funds to the Fredericton YMCA.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Notes to Financial Statements (continued)

Year ended December 31, 2020

3. Net assets (continued):

The restricted net assets for endowment are as follows:

2020 2019
 
Externally endowed $ 143,609 $ 122,113
Externally endowed - The David & Elizabeth Wilson

Family Foundation Fund 50,000 -
Internally endowed - Strong Communities 552,852 552,852
Internally endowed 1,471,860 1,471,860

 
$ 2,218,321 $ 2,146,825

The internal endowment of Strong Communities (formerly known as Strong Kids) represents the
unspent balance of funds contributed by donors for use towards financial accessibility and
related activities of the Fredericton YMCA Inc. 

4. Related party transactions:

The Fund raises and manages funds in support of the Fredericton YMCA Inc.

The Fredericton YMCA Inc. performs management activities for the Fund. These fees
amounted to $10,000 (2019 - $7,500).

During the year, the Board approved a distribution of $44,101 to the Fredericton YMCA.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Notes to Financial Statements (continued)

Year ended December 31, 2020

5. Financial risks:

(a) Market risk:

Market price risk is the risk that the value of an instrument will fluctuate as a result of
changes in market prices, whether those changes are caused by factors specific to an
individual investment, its issuer or all factors affecting all instruments traded in the market.
As investments are carried at fair value with fair value changes recognized in the
statement of operations, all changes in market conditions will directly result in an increase
(decrease) in excess of revenues over expenses. Market price risk is managed by the
construction of a diversified portfolio using pooled funds with underlying securities being
traded on various markets and across various industries.

(b) Liquidity risk:

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. A significant portion of the investments are held in
pooled funds and are readily available on short notice. Although market events could lead
to some investments becoming illiquid, the diversity of the pooled funds should ensure that
liquidity is available.

(c) Foreign currency risk:

Foreign currency risk is the risk that the value of future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. The Fund primarily invests in
financial instruments and enters into transactions denominated in foreign currencies.
Consequently, the Fund is exposed to risk that the exchange rates may change in a
manner that has an adverse effect on the value of the portion of the Fund's assets
denominated in currencies other than the Canadian dollar. 

(d) Credit risk:

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a
commitment that it has entered. Exposure to credit risk is mitigated through the Fund's use
of investment diversification.
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FREDERICTON YMCA ENDOWMENT FUND INC.
Notes to Financial Statements (continued)

Year ended December 31, 2020

6. Impact of COVID-19 pandemic:

In January 2020, the World Health Organization declared the coronavirus (COVID-19) a global
health emergency and declared it as a global pandemic on March 11, 2020. This has presented
many uncertainties which have reflected in the subsequent stock market volatility. Equity
markets had reacted with the biggest decline experienced in more than a decade. In response,
both the U.S. Federal Reserve and the Bank of Canada quickly reduced their key interest rates
by 50 basis points. At this time, governments and businesses around the world have introduced
significant measures to contain and control the spread of COVID-19. The full impact of these
circumstances on global growth and businesses will not be fully understood until more time has
passed. The ultimate extent of the effect is uncertain.
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