FINANCIAL STATEMENTS

BOOK CLUBS FOR INMATES INC./
CERCLES DE LECTURE POUR DETENUS INC.

December 31, 2018

{Unaudited - See Review Engagement Report)




Book Clubs for Inmates Inc. / Cercles de Lecture pour Détenus Inc.

CONTENTS

December 31, 2018

REVIEW ENGAGEMENT REPORT
FINANCIAL STATEMENTS

Balance sheet
Statement of surplus
Statement of earnings
Statement of cash flows

Notes to financial statements

Page

e I o U & ) - A S |




MAUREEN A. PARRY PROFESSIONAL CORPORATION

200 University Avenue Phone: 416-977-7600
Suite 1400 Fax: 416-977-7607
Toronto, ON  M5H 3C6 E-mail: maureen@mappc.ca

INDEPENDENT PRACTITIONER'S REVIEW ENGAGEMENT REPORT

To the Members of Book Clubs for Inmates Inc. /Cercles de Lecture pour Détenus Inc.:

[ have reviewed the accompanying financial statements of Book Clubs for Inmates Inc.
/Cercles de Lecture pour Détenus Inc. that comprise the balance sheet as at December 31, 2018,
and the statements of surplus, earnings 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 mistatement, whether due to fraud or error.

Practitioner's Responsibility

My responsibility is to express a conclusion on the accompanying financial statements based on
my review. Iconducted my review in accordance with Canadian generally accepted standards
for review engagements, which require me to comply with relevant ethical requirements.

A review of financial statements in accordance with Canadian generally accepted standards for
review engagements is a limited assurance engagement. The practitioner performs
proceedures, primarily consisting of making inquiries of management and others within the
entity, as appropriate, and applying analytical procedures, and evaluates the evidence obtained.

The procedures performed in a review are substantially less in extent than, and vary in nature
from, those performed in an audit conducted in accordance with Canadian generally accepted
auditing standards. Accordingly, I do not express an audit opinion on these financial
statements.




MAUREEN A. PARRY PROFESSIONAL CORPORATION

200 University Avenue Phone: 416-977-7600
Suite 1400 Fax: 416-977-7607
Toronto, ON MS5H 3C6 E-mail: maureen@mappc.ca

INDEPENDENT PRACTITIONER'S REVIEW ENGAGEMENT REPORT

Conclusion

Based on my review nothing has come to my attention that causes me to believe that the
financial statements do not present fairly, in all material respects, the financial position of Book
Clubs for Inmates Inc. /Cercles de Lecture pour Détenus Inc. as at December 31, 2018, and the
results of its operations and its cash flows for the year then ended in accordance with Canadian
generally accepted accounting standards for not-for-profit organizations.

—L,iw,._a. 624.....7_

Toronto, Ontario CPA, CA, Professional Corporation
March 29, 2019 Authorized to practice public accounting by
The Chartered Professional Accountants of Ontario
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Book Clubs for Inmates Inc./ Cercles de Lecture pour Détenus Inc.

STATEMENT OF CASH FLOWS

(Unaudited - See Review Engagement Report)

Year ended December 31 2018 2017
$ 5
OPERATING ACTIVITIES
(Deficiency) excess of revenue over expenditures for the year (23,312) 11,474
Adjustment for amortization, an item which did not require
an outlay of cash 1,001 500
(22,311) 11,974
Net change in working capital balances: ‘
Amounts receivable 3,324 (3,610)
Accounts payable and accrued liabilities 1,892 (34)
Government remittances payable (382) 65
Deferred revenue (10,000) 10,000
(27,477) 18,395
INVESTING ACTIVITIES
Purchase of equipment (3,003)
Purchase of investments, net {31,960) (9,002}
(31,960) {12,005)
Change in cash during the year (59,437) 6,390
Cash, beginning of year 206,931 200,541
Cash, end of year 147,494 206,931

see qeeompanying notes




Book Clubs for Inmates Inc. / Cercles de Lecture pour Détenus Inc,

NOTES TO FINANCIAL STATEMENTS

{(Unaudited - See Review Engagement Report)

December 31, 2018

PURPOSE OF THE ORGANIZATION

Book Clubs for Inmates Inc./Cercles de Lecture pour Deténus Inc. (the "Organization") is
dedicated to establishing book clubs for inmates of federal penitentiaries to enhance the lives of
inmates. The book clubs offer intellectual stimulation to inmates in an environment devoid of
stimulating choices. The discussions provide the opportunity to discuss the challenges of life,
moral choices and relationships - issues found in abundance in good literature. At the same
time, the book clubs foster literacy, respectful listening, an interest in literature, and increased
self awareness and empathy.

Book Clubs for Inmates Inc./Cercles de Lecture pour Deténus Inc. is a registered charity and as
such is not subject to income taxes. Its registration number is 80417 0009. The Organization
incorporated on May 2, 2011 and was continued under the Canada Not-for-profit Corporations
Act on October 22, 2013,

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared using Canadian accounting standards for not-
for-profit organizations. These standards are in accordance with Canadian generally accepted
accounting principles and include the following significant policies:

Financial instruments

The Organization initially measures its financial assets and liabilities at fair value,
Subsequently financial assets and liabilities are measured at amortized cost, except for
investments that are quoted in an active market which are measured at fair value. Changes in
fair value are recognized in excess of revenue over expenses. Transaction costs that are directly
attributable to the acquisition of investments are recognized in net income in the period
incurred.

Financial assets measured at amortized cost include cash and amounts receivable.

Financial liabilities measured at amortized cost include accounts payable and accrued liabilities,
Equipment

Equipment is recorded at cost when purchased or at its fair market value when donated.

Amortization is calculated on the straight-line method based on the estimated useful life of
three years.




Book Clubs for Inmates Inc. / Cercles de Lecture pour Détenus Inc.

NOTES TO FINANCIAL STATEMENTS

(Unaudited - See Review Engagement Report)

December 31, 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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. The most significant estimate in the
financial statements is the estimated useful life of equipment.

Revenue recognition

The Organization follows the restricted method of accounting for contributions whereby
donations are recorded to a restricted fund according to the directions of the donor. Restricted
contributions related to general operations are recognized as revenue of the Operating Fund in
the year in which the related expenses are incurred. All other restricted contributions are
recognized as revenue of the restricted fund.

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.

Investment income (comprising interest, dividends, gains (losses) on sale of securities) is
recorded when earned.

Contributed services

Volunteers contribute an undeterminable, but substantial number of hours during the year to
assist the Organization in carrying out its mission. Because of the difficulty of determining their
fair market value, contributed services are not recognized in the financial statements.

Transfers between funds
The Organization accounts for all transfers between funds as a reduction in the fund balance of
the fund making the transfer and as an increase in the fund balance of the recipient fund.

Internally restricted amounts are not available for unrestricted purposes without approval of
the Board.

Loans between funds may be made from time to time.




Book Clubs for Inmates Inc. / Cercles de Lecture pour Détenus Inc.

NOTES TO FINANCIAL STATEMENTS

{Unaudited - See Review Engagement Report)

December 31, 2018

2, FUND ACCOUNTING

The Organization uses fund accounting in order that limitations and restrictions placed on the
use or resources available are maintained. Under fund accounting, resources for various
purposes are classified for accounting and reporting purposes into funds in accordance with
activities or objectives specified. The Organization follows the restricted fund method of
accounting for contributions.

The funds of the Organization include the following:

Operating Fund
The Operating Fund receives the revenue and pays the expenses for the ongoing operations of
the Organization. Tts fund balance is not restricted.

Joan Lax Fund :

The Joan Lax Fund was created in 2014 in memory of Judge Joan Lax. The initial donations
contributed to this Fund were given in her memory and restricted by the Board. All subsequent
contributions have been restricted by the donor. The purpose of the Fund is to provide
scholarships to enable a book club member to enroll in accredited university or community
college with a goal of completing a degree while incarcerated. The Executive Director selects
the qualifying candidate from those nominated by the book club volunteers and the Board
approves funding of the scholarship. Any changes to the Fund are decided upon by the Board.
The Joan Lax Fund disbursed its remaining funds in 2018 and was wound-up. Ongoing
support for scholarships will be done through the Operating Fund.

3. INVESTMENTS

2018 2017
Fair Value Cost Fair Value Cost
: 8 $ $ $
Guaranted Investment Certificate 70,000 70,000
BMO High Interest Savings Account 101,960 101,960
101,960 101,960 70,000 70,000

Up until 2018 the income earned on these funds was used by the Joan Lax Fund to provide
scholarships. Future income earned on these funds will be used by the Operating Fund to
continue to provide scholarships.




Book Clubs for Inmates Inc. / Cercles de Lecture pour Détenus Inc.

NOTES TO FINANCIAL STATEMENTS

(Unaudited - See Review Engagement Report)

December 31, 2018

4. EQUIPMENT

Accumulated Net book value
Cost amortization 2018 2017
$ $ $ $
Computer equipment 4,290 (2,788) 1,502 2,503

5. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

The Organization is exposed to various risks through its financial instruments. The
Organization's financial instruments consist of cash, investments, amounts receivable and
accounts payable and accrued liabilities. The following analysis provides a measure of the
Organization's risk exposure:

Credit risk

Credit risk in the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The Organization's financial assets that are
exposed to credit risk consist primarily of cash, investments and amounts receivable. Cash
consists of deposits with a major Canadian bank. Investments consist of guaranteed
investments certificates and income funds held in an account with a major Canadian brokerage.
The Organization is subject ot credit risk through its amounts receivable. Credit risk is limited
due to the small number of receivables owed to the Organization.

Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of
changes in market prices. Market risk comprises three types of risk: currency risk, interest rate
rish and other price risk. The Organization is exposed to interest rate.

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 rate. The Organization is exposed to interest
rate risk on its investments due to the uncertain interest rates that will be in effect when its
guaranteed investment cerfiticate matures.

6. ERROR CORRECTION

In the year ended December 31, 2017 the Organization received a $10,000 grant for a new
program that was included in donation revenue in error. The grant should have been deferred
and not recognized as revenue until the program expenses were incurred. The grant was
returned in 2018 as the Organization was unable to start the new program. The 2017
comparative amounts have been corrected to reduce donations by $10,000 and reflect that
amount as deferred revenue with a corresponding reduction in the Operating Fund surplus at
December 31, 2017 and epening surplus at January 1, 2018,

10




