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INDEPENDENT AUDITORS' REPORT

To the Members of the Foundation for the Victoria Symphony

Report on the Audit of Financial Statements

Opinion

We have audited the financial statements of Foundation for the Victoria Symphony (the
Entity), which comprise:

* the statement of financial position as at May 31, 2019

¢ the statement of operations and fund balances 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, the accompanying financial statements present fairly, in all material
respects, the financial position of the Entity as at May 31, 2019, 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 Opinion

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 Entity 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 opinion.
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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
Entity’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 Entity or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Entity’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:

¢ |dentify 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.

¢ 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 Entity's internal control.

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

Report on Other Legal and Regulatory Requirements

As required by the Societies Act (British Columbia), we report that, in our opinion, the
accounting policies applied by the Entity in preparing and presenting the financial
statements in accordance with Canadian accounting standards for not-for-profit
organizations have been applied on a basis consistent with that of the preceding period.

Lhns 44
bt

Chartered Professional Accountants

Victoria, Canada
September 10, 2019



FOUNDATION FOR THE VICTORIA SYMPHONY

Statement of Financial Position

May 31, 2019, with comparative information for 2018

2019 2018
Assets
Current assets:
Cash $ 37,316 $ 85,420
Donations and bequests receivable 363,263 -
400,579 85,420
Investment portfolio (note 3):
Jarislowsky Fraser 10,578,143 10,128,815
$ 10,978,722 $ 10,214,235
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 4,926 $ 4,926
Amount due to Victoria Symphony Society (note 7) 15,761 93,876
20,687 98,802
Fund balances (note 4):
Endowment and restricted 10,033,045 9,215,829
Unrestricted 924,990 899,604
10,958,035 10,115,433
$ 10,978,722 $10,214,235

See accompanying notes to financial statements.

Approved by the Directors:

Director

Director



FOUNDATION FOR THE VICTORIA SYMPHONY

Statement of Operations and Fund Balances

Year ended May 31, 2019, with comparative information for 2018

Endowment and

Restricted Funds Unrestricted Fund Total
2019 2018 2019 2018 2019 2018
Revenue
Donations and bequests $ - $ - $ 549,060 $1,288,211 $ 549,060 $ 1,288,211
Canada Cultural Investment Fund grant
(note 4(a)) 408,608 268,059 - - 408,608 268,059
Investment income - - 614,764 250,130 614,764 250,130
Vancouver Foundation (note 5) - - 16,889 16,081 16,889 16,081
408,608 268,059 1,180,713 1,554,422 1,589,321 1,822,481
Expenses
Contribution to the Victoria Symphony
Society - - 630,000 650,000 630,000 650,000
Development expenses (note 7) - - 47,603 91,170 47,603 91,170
Investment management fees - - 52,142 47,360 52,142 47,360
Scholarships and donations - - 10,000 10,000 10,000 10,000
Professional fees - - 4,830 4,934 4,830 4,934
Insurance - - 1,350 1,350 1,350 1,350
Office expenses - - 794 88 794 88
- - 746,719 804,902 746,719 804,902
Excess of revenue over expense 408,608 268,059 433,994 749,520 842,602 1,017,579
Interfund transfer (note 6) 408,608 268,059 (408,608) (268,059) - -
Net change in fund balance for year 817,216 536,118 25,386 481,461 842,602 1,017,579
Fund balance, beginning of year 9,215,829 8,679,711 899,604 418,143 10,115,433 9,097,854
Fund balance, end of year $10,033,045 $9,215829 $ 924990 $ 899,604 $10,958,035  $10,115,433

See accompanying notes to financial statements



FOUNDATION FOR THE VICTORIA SYMPHONY

Statement of Cash Flows

Year ended May 31, 2018, with comparative information for 2018

2019 2018
Operating activities:
Excess of revenue over expenses $ 842,602 $ 1,017,579
Investment income net of management
fees - not received or incurred in cash (562,622) (202,770)
Donations in kind (42,950) (160,837)
Changes in non-cash operating working capital (441,378) 155,943
(204,348) 809,915
Investing:
Proceeds from sale of donations in kind 42,950 160,837
Additions to investment portfolio (456,706) (1,583,840)
Withdrawals from investment portfolio 570,000 630,000
156,244 (793,003)
Increase (decrease) in cash position (48,104) 16,912
Cash position, beginning of year 85,420 68,508
Cash position, end of year $ 37,316 $ 85,420

See accompanying notes to financial statements.



FOUNDATION FOR THE VICTORIA SYMPHONY

Notes to Financial Statements

Year ended May 31, 2019

1. Purpose of the Organization:

The objectives of the Foundation for the Victoria Symphony (the “Foundation”) are to promote
and support the Victoria Symphony Society (the “Society”) and the presentation of symphonic
music principally on Vancouver Island; to assist organizations and institutions involved with young
artists interested in a musical career and the furtherance of their artistic progress; to solicit and
accept gifts, contributions and bequests of all kinds to enable it to carry out its objects; and to
administer such funds by holding, investing and reinvesting them, ensuring, at all times,
adherence to the donors’ directions.

The Foundation is incorporated under the Society Act (British Columbia) as a not-for-profit
organization and is a registered charity under the Income Tax Act and, as such, is tax exempt. On
November 28, 2016, the new Societies Act (British Columbia) became effective. The Foundation
has transitioned to the new Act.

2. Significant accounting policies:

These financial statements have been prepared in accordance with Canadian accounting
standards for not-for-profit organizations. In preparing the financial statements of the Foundation,
management makes estimates and assumptions that affect the amounts reported. Actual results
could differ from those estimates.

The financial statements have been properly prepared within reasonable limits of materiality and
within the framework of the significant accounting policies summarized below.

(a) Fund accounting:

The Foundation follows the restricted fund method of accounting for contributions to
recognize restrictions placed on the use of funds by donors and the Board of Directors of the
Foundation.

The Unrestricted Fund reports general revenue and expenditures of the Foundation,
investment income (or loss) and donations received, for which there are no restrictions
attached by the donor. The Endowment and Restricted Funds report both endowed externally
restricted contributions and internally restricted contributions which have been restricted by
the Board of Directors.

(b) Revenue recognition:

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

Endowment contributions are reported in the Endowment and Restricted Funds when
directed by the donor.

Investment income (loss) consists of interest and dividend income received from investments
along with realized and unrealized gains and losses on investments. The Foundation also
receives distributions from the Vancouver Foundation.



FOUNDATION FOR THE VICTORIA SYMPHONY

Notes to Financial Statements

Year ended May 31, 2019

2. Significant accounting policies (continued):

(©)

(d)

(e)

Donations and bequests:

When matching grants are received from the Canada Cultural Investment Fund, the
matched contributions are transferred to the Endowment and Restricted Funds.

Financial instruments:

The Foundation's financial instruments consist of cash, accounts receivable, investments and
accounts payable and accrued liabilities.

Financial instruments are recorded at fair value on initial recognition. Investments that are
guoted in an active market are subsequently measured at fair value, on a trade date basis. All
other financial instruments are subsequently recorded at cost.

Donated services and materials:

The Foundation benefits greatly from donated services in the form of volunteer time. The
value of donated services is not recognized in these financial statements. Assets donated are
recorded at fair value at the date of contribution.

3. Investments:

At May 31, 2019, all of the investments of the Foundation were held and administered through
one investment account with Jarislowsky Fraser:

2019 2018
JF Global Balanced Fund $ 10,182,976 $ 10,127,131
JF Money Market Fund 387,525 -
Cash 7,642 1,684

$ 10,578,143 $ 10,128,815

The Foundation records its investments at market value based on reported unit values
established by the fund managers.

The asset mix of the total amount of the JF Global Balanced Fund is as follows:

2019 2018

Cash and cash equivalents 6% 6%

Fixed income 34% 33%
Equities:

Canadian 23% 22%

us 18% 18%

International 17% 19%

Emerging markets 2% 2%

100% 100%




FOUNDATION FOR THE VICTORIA SYMPHONY

Notes to Financial Statements

Year ended May 31, 2019

4. Fund balances:

(a) Endowment and Restricted Funds:

(b)

()

The Endowment and Restricted Funds reports both endowed externally restricted
contributions and internally restricted contributions which have been restricted by the Board
of Directors. They include grants from the Canada Cultural Investment Fund under the terms
of an agreement between the Foundation and the Minister of Canadian Heritage. Any
appreciation in value of the capital is fully available to be used to support the Society.

During the current year the fund has increased as private donor funding contributions of
$676,520 (2018 - $406,411) were available for matching with a contribution from the Minister
of Canadian Heritage, Canada Cultural Investment Fund, which paid a grant to the
Foundation of $408,608 (2018 - $268,059). The grant and the equivalent amount of
donations matched remain restricted in the fund

The fund balance of $10,033,045 (2018 - $9,215,829) must be maintained in perpetuity in the
Foundation's restricted assets. Income from this fund is unrestricted for the benefit of the
Foundation for the Victoria Symphony.

Unrestricted Fund:

The Unrestricted Fund is available for expenditures fully at the discretion of the Directors in
pursuit of the Foundation’s purposes. The Fund reports general revenue and expenditures of
the Foundation, investment income (or loss) and donations received for which there are no
restrictions attached by the donor. It also includes the unmatched portion of donations, for
which matching application was made to the Canada Cultural Investment Fund.

Donor specific funds:

The John H. McEown Family Trust consists of donations totalling $355,897 to May 31, 2019.
Of this amount, $318,311 is included in the Endowment and Restricted Funds, along with an
equal amount of Canadian Heritage matching grants. The balance of the donations remained
in the Unrestricted Fund.

The Sandra Lackenbauer Fund consists of donations totalling $107,000 to May 31, 2019. Of
this amount, $67,407 is included in the Endowment and Restricted Funds, along with an
equal amount of Canadian Heritage matching grants. The balance of the donations remained
in the Unrestricted Fund.

The Dallas and Len Chapple Fund consists of donations totalling $900,000 to May 31, 2019.
Of this amount, $301,993 is included in the Endowment and Restricted Funds, along with an
equal amount of Canadian Heritage matching grants. The balance of the donations remained
in the Unrestricted Fund. The donor directed that $400,000, plus accrued income, be held in
the Unrestricted Fund to be available to the Society as it deems appropriate for artistic
purposes and areas of greatest financial need.



FOUNDATION FOR THE VICTORIA SYMPHONY

Notes to Financial Statements

Year ended May 31, 2019

5. Vancouver Foundation:

In 1992, 1993, and 1994, the Foundation for the Victoria Symphony invested a total of $160,000
in order to establish an endowment fund with the Vancouver Foundation. The endowment fund
was increased through a matching grant of $150,000 from the Vancouver Foundation. The
estimated market value of this fund at May 31, 2019 was $448,000 (2018 - $441,000). The
Vancouver Foundation is bound to hold the funds in trust, in perpetuity, for the benefit of the
Foundation for the Victoria Symphony while the Foundation for the Victoria Symphony retains the
right to income in perpetuity from the initial endowment and any additions thereto. Since the
Foundation for the Victoria Symphony only receives income and does not own the accumulated
funds, the value of the endowment is not included in these financial statements.

6. Interfund transfer:

The amount transferred from the Unrestricted Fund to the Endowment and Restricted Funds
represents donations and bequests matched during the year by grants from the Canada Cultural
Investment Fund (see note 4). Matching grants are applied for based on donations and bequests
received in a 12-month period ended November 30 in the Foundation’s fiscal year and are
approved and received prior to the end of the fiscal year.

7. Related party:

As described in note 1, one of the Foundation’s objectives is to promote and support the Society.
The Foundation is required to have a minimum of six volunteer directors, three of whom are
representatives from the Society Board.

During the year ended May 31, 2019, the Foundation contributed to the Society a total of
$630,000 (2018 - $650,000).

Development expenses of $47,603 (2018 - $91,170) are direct expenses incurred by the Society
on the Foundation’s behalf, plus a portion of the Society’s development staff salaries.

8. Financial instruments:

The Foundation is exposed to various financial risks through transactions in financial instruments.
It is the Board’s opinion that the Foundation’s investment managers are taking the necessary
steps to mitigate these risks through construction of diversified portfolios of instruments traded on
various markets across various industries.

() Credit risk:

The Foundation is exposed to credit risk because of the possibility that the counterparty to a
financial instrument may cause a loss to the Foundation by failing to discharge an obligation.

(b) Interest rate risk:

The Foundation is exposed to interest rate risk with respect to investments in fixed income
securities because the fair value will fluctuate due to changes in market interest rates.



FOUNDATION FOR THE VICTORIA SYMPHONY

Notes to Financial Statements

Year ended May 31, 2019

8. Financial instruments (continued):
(c) Currency risk:

The Foundation is exposed to currency risk for investments denominated in foreign
currencies because the fair values and future cash flows of such investments will fluctuate
with the relative values of the foreign currencies against the Canadian dollar.

(d) 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.

There has been no change to the risk exposures from 2018.
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