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INDEPENDENT AUDITOR'S REPORT

To the Members of First Dawn Eastern Edge Regional Council

Opinion

We have audited the financial statements of First Dawn Eastern Edge Regional Council (the Regional
Council), which comprise the statement of financial position as at December 31, 2019, and the statements

of changes in net assets, revenues and expenditures and cash flows for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Regional Council as at December 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 (ASNPO).

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 our report. We are independent of the Regional Council in
accordance with 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 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 ASNPO, 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 Regional Council'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 Regional
Council or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Regional Council'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:

(continues)

1



Independent Auditor's Report to the Members of First Dawn Eastern Edge Regional Council (continued)

« ldentify and assess the risks of material misstatement of the financial statements, whether due to

We

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.

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 Regional Council’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 Regional Council’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 Regional Council
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.

Mount Pearl, NL MM WJ

March 30, 2020 CHARTERED PROFESSIONAL ACCOUNTANTS



FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Statement of Financial Position
December 31, 2019

ASSETS
CURRENT
Cash $ 423,041
Accounts receivable 68,251
Current portion of long-term receivable 24,776
Due from related parties (Note 9) 48,965
565,033
PROPERTY, PLANT AND EQUIPMENT (Note 4) 121,759
LOANS AND NOTES RECEIVABLE 249,628
LONG TERM INVESTMENTS (Notes 15, 3) 7,106,250
$ 8,042,670
LIABILITIES AND NET ASSETS
CURRENT
Accounts payable (Note 7) $ 9,056
Program payables (Notes 6, 11, 12) 422,077
Due to United Church Bookstore (Note 8) 85,000
516,133
RESTRICTED TRUST FUNDS - SCHEDULE 2 3,728,891
INSURANCE ASSESSMENT RESERVE 100,245
4,345,269
NET ASSETS
Operating fund 947,500
Discretionary fund 2,370,835
Internally restricted fund (Note 7) 379,066
3,697,401
$ 8,042,670

ON BEHALF OF THE BOARD

W@W Director

&
QA ;ﬂ £ M! ji} w\(_dh &So‘“ ';5 ﬁr_\ Director

See notes to financial statements




FIRST DAWN EASTERN EDGE REGIONAL COUNCIL

Statement of Changes in Net Assets
Year Ended December 31, 2019

Internally
Operating Discretionary  Restricted
Fund Fund Fund 2019
NET ASSETS - BEGINNING OF YEAR  $ - $ - $ - $ -
Transferred from United Church of

Canada - Newfoundland and Labrador

Conference as at January 1, 2019 841,359 632,933 379,066 1,853,358
Transfer of East District Surplus to the

Discretionary Fund as of January 1,

2019 - 637,737 - 637,737
Transfer of West District Surplus to the

Discretionary Fund as of January 1,

2019 - 536,156 - 536,156
Annual Discretionary Fund Surplus - 564,009 - 564,009
EXCESS OF REVENUES OVER

EXPENDITURES 106,141 - - 106,141
NET ASSETS - END OF YEAR 3 947,500 $ 2,370,835 $ 379,066 $ 3,697,401

See notes to financial statements




FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Statement of Revenues and Expenditures
Year Ended December 31, 2019

REVENUES
Grant - United Church of Canada 681,000
Restricted Fund Administration Fees 76,962
Interest income 41,633
United Church Bookstore 31,700
Sundry 2,754
834,049
EXPENDITURES
Salaries, wages and staff travel 316,515
Mission and Support 289,000
Office operating expenses 43,446
Annual Meeting 37,891
Professional fees 14,390
Regional Council Expenses 8,605
Amortization 7,266
Executive 3,720
Division of Regional Council Services and Support 3,179
Division of Human Resources 2,684
Division of Finance and Administrative Resources 1,110
Division of Faith, Support and Planning 102
727,908
EXCESS OF REVENUES OVER EXPENDITURES 106,141

See notes to financial statements



FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Statement of Cash Flows
Year Ended December 31, 2019

OPERATING ACTIVITIES
Excess of revenues over expenditures $ 106,141
Item not affecting cash:
Amortization of property, plant and equipment 7,266
113,407
Changes in non-cash working capital:
Accounts receivable (68,251)
Accounts payable 9,055
Program payables 422,077
Due to United Church Bookstore 85,000
447,881
Cash flow from operating activities 561,288
INVESTING ACTIVITIES
Repayment of loans and notes receivable 21,428
Addition to loans and notes receivable (295,831)
Long-term investments transferred in (6,327,186)
Increase in long-term investments (779,064)
Capital assets transferred in (129,025)
Net advances from related party (48,965)
Cash flow from (used by) investing activities (7,558,643)
FINANCING ACTIVITIES
Transfer of net assets from United Church of Canada - Newfoundland and
Labrador Conference as at January 1, 2019 1,853,358
insurance assessment reserve transferred in 118,133
Insurance Assessment Reserve Annual Deficit (17,888)
Increase in Restricted Trust Funds 22,298
Transfer of East District and West District Surplus to the Discretionary Fund 1,173,893
Restricted trust funds assumed 3,706,593
Discretionary Fund Annual Surplus 564,009
Cash flow from financing activities 7,420,396
INCREASE IN CASH FLOW 423,041
Cash - beginning of year -
CASH - END OF YEAR $ 423,041
CASH CONSISTS OF:
Cash $ 423,041

See notes to financial statements



FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Notes to Financial Statements
Year Ended December 31, 2019

1. PURPOSE OF THE REGIONAL COUNCIL

The First Dawn Eastern Edge Regional Council (the "Regional Council") is a Regional Council of the
United Church of Canada operating in Newfoundland and Labrador. Its principal activities include the
provision of services to the pastoral charges and incorporated ministries affiliated with the United
Church of Canada in Newfoundland and Labrador.

The First Dawn Eastern Edge Regional Council is a registered charity under the Income Tax Act and
not subject to income tax.

2, RESTRUCTURING

In 2012, the United Church of Canada began a comprehensive review of their organizational
structure. The final report on the restructuring issued February 27, 2018 established 16 regional
councils for Canada and Bermuda. The First Dawn Eastern Edge Regional Council was established
to cover Newfoundland and Labrador. During 2018, the United Church of Canada - Newfoundland
and Labrador Conference passed motions to disburse the net assets of the Conference to the
Council and the accumulated surplus of the East and West District as established by the Conference
was allocated to the Discretionary Fund of the Council effective January 1, 2019.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements were prepared in accordance with Canadian accounting standards for not-
for-profit organizations (ASNPO).

Revenue recognition

First Dawn Eastern Edge Regional Council follows the restricted fund method of accounting for
contributions.

The Operating Fund accounts for the Regional Council's administrative activities.

The Discretionary Trust Fund accounts for excess investment income earned on investments that is
not allocated to the Restricted Trust Fund. The income is available for various purposes at the
discretion of the Regional Council of Finance and Administration and/or Regional Council Executive.

The Restricted Trust Fund reports funds contributed for specific purposes. Investment income
earned on the trust funds are allocated to the specific trusts held by the Regional Council and
disbursed to beneficiaries based on the restrictions imposed by the contributor.

Investments

Long term investments, which consist primarily of equities, bonds, mortgage-backed securities, term
certificates and cash are carried at market value.

(continues)



FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Notes to Financial Statements
Year Ended December 31, 2019

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income allocation to Trust Funds

Deposits for all trust funds have been placed in a general investment account, along with funds from
the Operating Fund. Income has been allocated as follows:

a) Income earned on investments is initially credited to the Discretionary Trust Fund.

b) In 2019 Restricted Trust Funds were allocated income from the Discretionary Trust Fund on
the basis of 4.00% (2018 - 4.00%) of the opening balance adjusted for principal changes
during the year of the specific trust fund.

¢) In 2019 the Operating Fund was allocated income from the Discretionary Trust Fund on the
basis of 4.00% (2018 - 4.00%).

d) In 2019 the Insurance Assessment Reserve was allocated income from the Discretionary Trust
Fund on the basis of 4.00% (2018 - 4.00%).

Unexpended income

Where the terms of the trust so require, or where otherwise decided by the Regional Council, the
unexpended income, if any, at the end of the year is added to the corpus of the trust. Other
unexpended income is held for future disbursements.

Property, plant and equipment

Property, plant and equipment is stated at cost or deemed cost less accumulated amortization.
Property, plant and equipment is amortized over its estimated useful life at the following rates and

methods:
Buildings 5% declining balance method
Furniture and fixtures 20% declining balance method

The Regional Council regularly reviews its property, plant and equipment to eliminate obsolete items.
Government grants are treated as a reduction of property, plant and equipment cost.

Property, plant and equipment acquired during the year but not placed into use are not amortized until
they are placed into use.

Measurement uncertainty

Certain amounts in the financial statements are subject to measurement uncertainty and are based
on the Regional Council's best information and judgment. Actual results could differ from these
estimates.

Examples of significant estimates include:
e providing for amortization of property, plant and equipment;
o the estimated useful lives of assets;
o the allowance for doubtful accounts;

o the recoverability of tangible assets.




FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Notes to Financial Statements
Year Ended December 31, 2019

4. PROPERTY, PLANT AND EQUIPMENT
Cost Accumulated Net book
amortization value
Land $ 18 - $ 1
Buildings 494,672 377,259 117,413
Furniture and fixtures 162,947 158,602 4,345
3 657,620 $ 535,861 $ 121,759
5. INSURANCE ASSESSMENT RESERVE
In prior years, the Conference had a self-insurance program whereby a portion of the insurance
premium levied to each pastoral charge was used for self-insurance. All claims by the pastoral
charges under a specific amount were paid from the self-insurance funds. At the end of each fiscal
year, the funds remaining in the self-insurance plan, if applicable, would be refunded to the
Conference for use in future years, if the need arises. The balance of $100,245 represents the
cumulative amount of self-insurance premiums refunded to date, plus allocated income as disclosed
in Note 2. The Conference no longer uses a self-insurance program and insurance costs are passed
on to the individual pastoral charges. The balance remaining in the account will be used for insurance
related expenditures as determined by Council Executive.
Transactions in the insurance reserve include:
Interest earned $ 3,931
Insurance expenses (19,853)
Administration fee to conference (1,966)
Excess of expenditure over revenue (17,888)
Insurance reserve, beginning of year 118,133
Insurance reserve, end of year $ 100,245
6. PROGRAM PAYABLES
Program payables consist of amounts received or allocated from other programs which the Regional
Council has internally determined are to be used for specific purposes. These amounts are not
subject to internal restrictions and the Regional Council may change the purpose of these payables at
their discretion.
7. INTERNALLY RESTRICTED FUND

In a prior period, an amount was received related to the sale of McPherson Academy. At the time,
the Regional Council determined that the money would not be used for operating activities but would
be restricted for use in a manner determined by the Regional Council. At December 31, 2019, the
usage for the funds has not been fully determined but a decision with respect to this restriction is
expected in 2020.



FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Notes to Financial Statements
Year Ended December 31, 2019

8. DUE TO RELATED PARTY

The balance due to related party is payable to the United Church Bookstore which is controlled by the
Regional Council. Interest is charged on this amount at the same rate as the other trust funds (2019 -
4%; 2018 - 4%).

9. DUE FROM RELATED PARTIES

Fundy St. Lawrence Dawning Waters Regional Council $ 13,960
Regional Council 15 14,819 ;
General Council of the United Church of Canada 19,012
United Church Bookstore 1,174

$ 48,965

The balance due from related parties is interest-free and unsecured, with no set terms of repayment.

10. STUDENT ASSISTANCE FUND

Student Assistance Capital $ 84,662
Student Assistance - Earnings 2,806
Student Assist. Loan Repayments 700
Student Assistance - Payments (3,506)

$ 84,662

11. MINISTRY INITIATIVE PROGRAM

Balance transferred January 1, 2019 $ 140,468
Property sales 59,417
Subtotal 199,885
Chaplaincy On-Call Coverage (5,000)

$ 194,885

12. CONFERENCE CHAPLAINCY COMMITTEE

Balance transferred January 1, 2019 $ 31,687

Donations 940

Transfer to Chaplaincy Committee (16,000)
$ 16,627
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FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Notes to Financial Statements
Year Ended December 31, 2019

13. FINANCIAL INSTRUMENTS
The Regional Council is exposed to various risks through its financial instruments and has a
comprehensive risk management framework to monitor, evaluate and manage these risks. The
following analysis provides information about the Regional Council's risk exposure and concentration
as of December 31, 2019.
Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The Regional Council is exposed to this risk mainly in respect of its receipt of
funds from its charges and payments of expenditures.
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 rate risk,
interest rate risk and other price risk. The Regional Council is mainly exposed to interest rate risk.
Interest rate risk
Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a
change in the interest rates. In seeking to minimize the risks from interest rate fluctuations, the
Regional Council manages exposure through its normal operating and financing activities. The
Regional Council is exposed to interest rate risk primarily through its long-term investments.
Other price risk
Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency
risk), whether those changes are caused by factors specific to the individual financial instrument or its
issuer, or factors affecting all similar financial instruments traded in the market. The Regional
Council is exposed to other price risk through its investment in quoted shares.

14. RELATED PARTY TRANSACTIONS
The following is a summary of the Regional Council's related party transactions:

United Church of Canada General Council

(Governing body of the Conference)

General grant $ 630,826

United Church Bookstore

(Controlled by the Conference)

Administration income $ 31,700
These transactions are in the normal course of operations and are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.

15. SUBSEQUENT EVENTS

The global market has experienced a significant decline since December 31st, 2019, as a result of a
global pandemic. As of the date of the auditor's report, the market value of the long-term investments
has declined from a year end market value of $7,106,250 to $6,548,773.

1



FIRST DAWN EASTERN EDGE REGIONAL COUNCIL
Statement of Revenue and Expenditures - Discretionary Trust Fund

Year Ended December 31, 2019

(Schedule 1)

REVENUE
Income earned for the year on investments $ 764,064
EXPENSES
Disbursed on behalf of restricted funds 4,500
Discretionary Fund - Payments 146,591
Interest on insurance reserve 3,931
Investment income payable to United Church Bookstore 3,400
Investment income payable to operating fund 41,633
200,055
ANNUAL DISCRETIONARY FUND SURPLUS $ 564,009

See notes to financial statements
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