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AKLER BROWNING LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Members of The Neighbourhood Land Trust

Qualified Opinion
We have audited the financial statements of The Neighbourhood Land Trust, which comprise the
statement of financial position as at December 31, 2019, and the statements of changes in net assets,
operations and cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion
section of our report, the accompanying financial statements present fairly, in all material respects, the
financial position of the organization as at December 31, 2019, and its financial performance 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 organization derives revenue from donations and
fundraising activities the completeness of which is not susceptible to satisfactory audit verification.
Accordingly, verification of these revenues was limited to the amounts recorded in the records of the
organization and we were not able to determine whether any adjustments might be necessary to
donations and fundraising revenue, excess of revenues over expenditures, and cash flows from
operations for the year ended December 31, 2019, current assets and net assets as at December 31,
2019.

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 our report. We are independent of the organization 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 qualified
opinion.

Other Matter
The financial statements of The Neighbourhood Land Trust for the year ended December 31, 2018, were
audited by another auditor who expressed a qualified opinion on those statements on July 17, 2019.

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

Those charged with governance are responsible for overseeing the organization's financial reporting
process.
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AKLER BROWNING LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT, continued

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:

w 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.

w 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 organization's internal control.

w Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

w 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 organization'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 organization to
cease to continue as a going concern.

w 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.

 Akler Browning LLP
Chartered Professional Accountants
Licensed Public Accountants
Toronto, Canada
June 8, 2020
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THE NEIGHBOURHOOD LAND TRUST
Statement of Changes in Net Assets
Year ended December 31, 2019

Invested in
Property and

Equipment Unrestricted
Total
2019

Total
2018

Balance, beginning of year $ 84,712 $ 3,655 $ 88,367 $ 90,808

Excess (deficiency) of revenues over
expenditures (16,781) 184,175 167,394 (2,441)
Net investment in property and

equipment (note 7) (126,427) 126,427 - -

Balance, end of year $ (58,496) $ 314,257 $ 255,761 $ 88,367

See notes to the financial statements 4



THE NEIGHBOURHOOD LAND TRUST
Statement of Operations
Year ended December 31, 2019

2019 2018

Revenues
Foundation grants $ 186,301 $ 30,743
Donations 106,377 49,572
Government grants 97,012 93,573
Rental 38,667 -
Other 11,000 -

Total revenues 439,357 173,888

Expenditures
Wages and benefits 134,757 101,206
Professional fees 58,376 45,734
Mortgage interest 26,464 -
Amortization 16,781 -
Office and general 8,670 15,762
Governance 6,455 898
Rent 6,250 6,250
Project planning and research 5,518 -
Honorariums 4,240 1,590
Insurance 3,052 2,594
Fundraising 731 793
Travel 669 558
Professional development - 944

Total expenditures 271,963 176,329

Excess (deficiency) of revenues over expenditures for the year $ 167,394 $ (2,441)

See notes to the financial statements 5



THE NEIGHBOURHOOD LAND TRUST
Statement of Cash Flows
Year ended December 31, 2019

2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenues over expenditures for the year $ 167,394 $ (2,441)
Adjustment for non-cash item

Amortization 16,781 -

184,175 (2,441)

Net change in non-cash working capital items
Accounts receivable (164,165) 35,094
HST rebate receivable (42,956) (1,202)
Prepaids (295) (503)
Accounts payable and accrued liabilities 145,132 2,308
Government remittances payable 2,637 -
Deferred contributions (47,384) 36,856

(107,031) 72,553

Cash Provided by Operating Activities 77,144 70,112

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (2,912,821) -

Cash Used in Investing Activities (2,912,821) -

CASH FLOWS FROM FINANCING ACTIVITIES
Loan payable 2,101,426 -
Mortgage payable 937,822 -

Cash Provided by Financing Activities 3,039,248 -

Net increase in cash 203,571 70,112

Cash, beginning of year 70,112 -

Cash, end of year $ 273,683 $ 70,112

See notes to the financial statements 6



THE NEIGHBOURHOOD LAND TRUST
Notes to the Financial Statements
December 31, 2019

NATURE OF OPERATIONS

The Neighbourhood Land Trust is a not-for-profit organization incorporated without share capital
in the Province of Ontario and is exempt from income tax as a registered charity under the
Income Tax Act (Canada).

The organization seeks to build a just, healthy, and inclusive neighbourhood in Toronto through
the acquisition and management of land using the unique community ownership model of a
community Land Trust, which promotes long-term community benefits, affordability, and enables
democratic local planning.

1. SIGNIFICANT ACCOUNTING POLICIES

These financial statements are prepared in accordance with Canadian accounting standards for
not-for-profit organizations. The significant accounting policies are detailed as follows:

(a) Fund accounting

The accounts of the organization are maintained in accordance with the principles of fund
accounting by which resources for various purposes are classified for accounting and
reporting purposes into funds relating to the specific activities and operations.  These funds
are as follows:

(i) Unrestricted fund

This fund accounts for the organization's operations and administrative activities and
reports unrestricted contributions and expenditures.

(ii) Invested in property and equipment fund

This fund accounts for the organization's property and equipment activities and reports
restricted contributions and expenditures.

(b) Revenue recognition

The organization follows the deferral method of accounting for contributions. Restricted
contributions are deferred and recognized as revenue in the year in which the related
expenditures are incurred. Unrestricted contributions are recognized as revenue when
received or receivable when the amount to be received can be reasonably estimated and
collection is reasonably assured.

Restricted contributions for the purchase of property and equipment that will be amortized
are recorded as deferred capital contributions and recognized as revenue on the same basis
as the amortization expense related to the acquired property and equipment. Restricted
contributions for the purchase of property and equipment that will not be amortized are
recognized as a direct increase in net assets to the invested in property and equipment
balance.

Rental, investment and other income are recognized on the accrual basis as earned.
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THE NEIGHBOURHOOD LAND TRUST
Notes to the Financial Statements
December 31, 2019

1. SIGNIFICANT ACCOUNTING POLICIES, continued

(c) Property and equipment

Property and equipment are accounted for at cost and amortized over their estimated useful
life using the following methods and rates or duration:

Building - 26 Maynard Avenue 50 years

(d) Impairment of long-lived assets

Property and equipment subject to amortization are tested for recoverability whenever
events or changes in circumstances indicate that their carrying amount may not be
recoverable. An impairment loss is recognized when their carrying amount exceeds the sum
of the undiscounted cash flows resulting from their use and eventual disposition. The
impairment loss is measured as the amount by which the carrying amount of the asset
exceeds its fair value.

(e) Contributed materials and services

The organization would not be able to carry out its activities without the services of the
many volunteers who donate a considerable number of hours.  Due to difficulty of compiling
these hours, contributed services are not recognized in the financial statements.  The fair
market value of donated property and equipment is recognized as donation revenue in the
year the property and equipment are donated, if the fair market value can be reasonably
estimated.

(f) Financial instruments

(i) Measurement of financial instruments

The organization initially measures its financial assets and liabilities at fair value.

The organization subsequently measures all its financial assets and financial liabilities
at amortized cost, except for investments in equity instruments that are quoted in an
active market, which are measured at fair value. Changes in fair value are recognized
in excess (deficiency) of revenues over expenditures in the period incurred.

Financial assets measured at amortized cost include cash, accounts receivable and
HST rebate receivable.

Financial liabilities measured at amortized cost include accounts payable and accrued
liabilities, government remittances payable, mortgage payable and loan payable.

The organization has not designated any financial asset to be measured at fair value.
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THE NEIGHBOURHOOD LAND TRUST
Notes to the Financial Statements
December 31, 2019

1. SIGNIFICANT ACCOUNTING POLICIES, continued

(f) Financial instruments, continued

(ii) Impairment

For financial assets measured at amortized cost, the organization determines whether
there are indications of possible impairment. When there is an indication of
impairment, and the organization determines that a significant adverse change has
occurred during the period in the expected timing or amount of future cash flows, a
write-down is recognized in excess (deficiency) of revenues over expenditures.  A
previously recognized impairment loss may be reversed to the extent of the
improvement. The carrying amount of the financial asset may not be greater than the
amount that would have been reported at the date of the reversal had the impairment
not been recognized previously. The amount of the reversal is recognized in excess
(deficiency) of revenues over expenditures.

(g) Use of estimates

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and the reported
amounts of revenues and expenditures for the period covered. The main estimates relate to
the impairment of financial assets and useful life of property and equipment.

2. ACCOUNTS RECEIVABLE

2019 2018

The Murtaugh Fund $ 100,000 $ -
City of Toronto 61,143 -
Other 15,853 9,520
Parkdale Activity-Recreation Centre (Toronto) 7,572 10,883

$ 184,568 $ 20,403

3. PROPERTY AND EQUIPMENT

2019 2018

Cost
Accumulated
amortization Net Net

Land - 87 Milky Way $ 84,712 $ - $ 84,712 $ 84,712
Land - 26 Maynard Avenue 1,234,692 - 1,234,692 -
Building - 26 Maynard Avenue 1,678,129 16,781 1,661,348 -

$ 2,997,533 $ 16,781 $ 2,980,752 $ 84,712

9



THE NEIGHBOURHOOD LAND TRUST
Notes to the Financial Statements
December 31, 2019

4. MORTGAGE PAYABLE

The mortgage payable matures on May 1, 2020 and bears interest at a rate of 4.40% per annum,
repayable in blended monthly payments of $5,228.  The mortgage is secured by the property
located at 26 Maynard Avenue and a general assignment of rents.

Subsequent to the year end, the mortgage was refinanced for a ten year term.  The new
mortgage bears interest at a rate of 2.86% per annum and is repayable in blended monthly
payments of $3,853.

5. LOAN PAYABLE

During the year, the organization entered into a funding agreement with the City of Toronto to
acquire and operate an affordable housing project located at 26 Maynard Avenue.  Under the
agreement, the organization received a grant in the amount of $2,101,426 by way of a forgivable
loan to be used for the purchase and renovation of the property which must be used to provide
housing at below-market rents for a period of 99 years.

The loan is secured by the property and will be forgiven by one per cent on each anniversary
date of the advance made to the organization.  In the event of a default, the outstanding balance
of the loan is repayable to the City of Toronto.

6. CONTRACTUAL OBLIGATIONS

During the year, the organization entered into an agreement to lease 26 Maynard Avenue to
Parkdale Activity-Recreation Centre (Toronto) to operate an affordable housing project
consistent with the requirements of the funding agreement described in Note 5.  The term of the
lease is forty-nine years, ending on May 1, 2068.  The agreement stipulates the following among
other terms:

(i) The organization will receive a minimum annual rent of $58,000, receivable in equal
monthly installments.

(ii) The organization, in addition to minimum rent, will receive an annual percentage rent as
determined in accordance with the provisions of the agreement.

(iii) The organization will establish a capital reserve fund for major replacement and repairs and
will receive an annual capital reserve contribution from the tenant that is equal to the
greater of 4% of rental revenue and the amount determined in accordance with the
provisions of the agreement.

(iv) Property taxes, utilities, waste removal and landscaping costs will be paid by the tenant.

7. INTER-FUND TRANSFERS

During the current year $7,178 was transferred from the unrestricted fund to the invested in
property and equipment fund to fund the current year's required principal repayment on the
mortgage payable.

In addition during the current year $133,605 was transferred from the invested in property and
equipment fund to the unrestricted fund to fund the acquisition of future property and equipment.
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THE NEIGHBOURHOOD LAND TRUST
Notes to the Financial Statements
December 31, 2019

8. UNCERTAINTY DUE TO COVID-19

Many businesses and organizations across Canada have been negatively affected by the
COVID-19 pandemic and the resulting downturn in the overall economy.  The impact on the
organization's operations and financial reporting are uncertain and cannot be determined at this
time.

9. FINANCIAL INSTRUMENTS

Transactions in financial instruments may result in an entity assuming or transferring to another
party one or more of the financial risks described below. The required disclosures provide
information that assists users of financial statements in assessing the extent of risk related to
financial instruments.

(a) Credit risk

Credit risk is the risk that one party to a financial transaction will cause a financial loss for
the other party by failing to discharge an obligation. The organization's main credit risk
relates to its accounts receivable and HST rebate receivable.

(b) Liquidity risk

Liquidity risk is the risk that the organization will encounter difficulty in meeting obligations
associated with financial liabilities. The organization is exposed to this risk mainly in respect
of its trade accounts payable, government remittances payable and mortgage payable.  The
organization expects to meet these obligations as they come due by generating sufficient
cash flow from operations.

(c) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises three types of risk:
currency risk, interest rate risk and other price risk. The organization is mainly exposed to
interest rate risk.

(i) 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.  Fixed rate
instruments subject the organization to a fair value risk while the floating rate
instruments subject the organization to cash flow risk. The organization is exposed to
this type of risk as a result of its mortgage payable.  The exposure to these risks also
fluctuates as the debts change from year to year.

10. COMPARATIVE AMOUNTS

The financial statements have been reclassified, where applicable, to conform to the
presentation used in the current year. The changes do not affect prior year earnings.
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