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Independent auditor’s report  

 
 
 
 
Directors of Stratford Community Seniors’ Complex Ltd. 

 
We have audited the accompanying financial statements of Stratford Community Seniors’ Complex, 
which comprise the statement of financial position as at December 31, 2010, and the statements of 
operations and cash flows for the year then ended, and a summary of significant accounting policies and 
other explanatory information. The financial statements have been prepared by management based on the 
financial reporting provisions of Section 10 of the mortgage agreement between Stratford Community 
Seniors’ Complex Ltd. and Canada Mortgage and Housing Corporation (CMHC). 

Management’s responsibility for the financial statements  

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with the financial reporting provisions of Section 10 of the mortgage agreement between 
Stratford Community Seniors’ Complex Ltd. and CMHC, 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. 

 
Auditor’s responsibility  

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 

and fair presentation of the financial statements 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. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion.  
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Opinion  

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
Stratford Community Seniors’ Complex Ltd. as at December 31, 2010, and the results of its operations 
and its cash flows for the year then ended in accordance with the financial reporting provisions of Section 
10 of the mortgage agreement between Stratford Community Seniors’ Complex and CMHC.  

 

Basis of accounting and restriction on use  

Without modifying our opinion, we draw attention to note 2 to the financial statement, which describes 
the basis of accounting. The financial statements are prepared to assist Stratford Community Seniors’ 
Complex Ltd. to comply with the reporting provisions of the mortgage agreement referred to above. As a 
result, the financial statements may not be suitable for another purpose. Our report is intended solely for 
the Directors of Stratford Community Seniors’ Complex Ltd. and CMHC and should not be used by 

parties other than the Directors of Stratford Community Seniors’ Complex Ltd. or CMHC. 
 

Charlottetown, Prince Edward Island  
 
March 11, 2011  Chartered Accountants 
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Stratford Community Seniors’ Complex Ltd. 
Statement of operations  
 Seniors       Rent   2010  2009 
Year ended December 31 complex supplement Total Total 
 
Revenue 
 Rent supplement subsidy $ - $ 4,692 $ 4,692 $ 2,038 
 Rent subsidy  81,463  -  81,463  70,528 
 Rental revenue  71,521   -  71,521  75,924 
 Laundry revenue  1,569  -  1,569  1,430 
   
    154,553  4,692  159,245  149,920 
 
Expenditures 
 Amortization  33,982  -  33,982  32,178 
 Cleaning  3,294  -  3,294  3,420 
 Electricity  3,280  -  3,280  3,406 
 Heat  10,878  -  10,878  13,296 
 Insurance  5,507  -  5,507  5,842 
 Interest and bank charges  22  -  22  26 
 Interest on long term debt  22,458  -  22,458  25,831 
 Janitorial supplies  346  -  346  409 
 Professional fees  3,761  -  3,761  2,707 
 Property management (Note 5)  9,000  -  9,000  9,000 
 Property tax  11,642  -  11,642  11,509 
 Rent   -  8,482  8,482  8,316 
 Repairs and maintenance  21,585  -  21,585  17,767 
 Sewer tax  3,555  -  3,555  4,104 
 Snow removal  2,500  -  2,500  2,400 
 Transfer to replacement reserve  6,000  -  6,000  6,000 
 
    137,810  8,482  146,292  146,211 
 
Excess of revenue before 
 subsidy adjustments  16,743  (3,790)  12,953  3,709 
 
Subsidy due to CMHC $ 16,743 $ (3,790) $ 12,953 $ 3,709 
 
 

 
 
 
 
 
 

See accompanying notes to the financial statements. 
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Stratford Community Seniors’ Complex Ltd. 
Statement of financial position 
December 31 2010  2009 
 
Assets 
Current 
 Cash $ 22,160 $ 16,459 
 Receivables     
  Trade  5,925  1,858 
  CMHC subsidy  5,671   - 
 Prepaids   2,863  4,280 
     36,619  22,597 
Restricted cash and deposits  
 Replacement reserve fund  37,519  36,534 
 Damage reserve fund   1,506  1,497 
     75,644  60,628 
 
Property and equipment (Note 3)   654,100  688,083 
 
   $ 729,744 $ 748,711 
 
 
Liabilities 
Current 
 Payables and accruals 
  Trade and interest  $ 5,145 $ 8,399 
  Security deposits  2,598  2,601 
  Town of Stratford  10,352  1,604 
 Excess subsidy due to CMHC  12,953  3,709 
 Deferred revenue   -  715 
 Current portion of long term debt   38,023  33,176 
    69,071  50,204 
 
Long term debt (Note 4)   617,290  656,118 
 
     686,361  706,322 
Reserves 
 Replacement reserve (Note 9)  37,519  36,534 
 Damage reserve (Note 9)   1,506  1,497 
 
     39,025  38,031 
 
Contributed surplus   4,358  4,358 
 
   $ 729,744 $ 748,711 
 
 
 
On behalf of the Council 
 
 
       
President  Secretary – Treasurer 
 
 

See accompanying notes to the financial statements. 
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Stratford Community Seniors’ Complex Ltd. 
Statement of cash flows 
Year ended December 31 2010  2009 
 
Increase (decrease) in cash and cash equivalents 
 
 Operating 
  Received from rents $ 62,637 $ 78,335 
  Payments to suppliers  (89,378)  (83,694) 
  Received from CMHC  86,155  72,566 
  Interest paid  (22,480)  (25,858) 
   
     36,934  41,349 
 
 Financing 
  Advances from (to) related entities  8,748  (10,677) 
  Principal payments on long term debt  (33,981)  (32,178) 
  Allocation to replacement reserve  (6,000)  (6,000) 
 
     (31,233)  (48,855) 
 
Net increase (decrease) in cash and cash equivalents  5,701  (7,506) 
 
Unrestricted cash 
 
 Beginning of year  16,459  23,965 
 
 End of year $ 22,160 $ 16,459 
 
 

 
 
 
 
 

See accompanying notes to the financial statements. 
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Stratford Community Seniors’ Complex Ltd. 
Notes to the financial statements 
December 31, 2010 
 
1.  Nature of operations 
 
The Stratford Community Seniors’ Complex Ltd. was formed to provide affordable housing 
facilities to seniors in the Town of Stratford. The organization has an agreement with Canada 
Mortgage and Housing Corporation which provides funding to assist with the operation and 
administration of the seniors’ housing facility. The remaining funds required to operate the 
facility are collected from the tenants. 
 
 
2.  Summary of significant accounting policies 
 
Basis of accounting 
These financial statements have been prepared in accordance with the significant accounting 
policies set out below to comply with Section 10 of the Non-Profit Housing Program Agreement 
dated November 21, 1989 with Canada Mortgage and Housing Corporation (CMHC).  The 
basis of accounting used in these financial statements materially differs from Canadian 
generally accepted accounting principles because: 
 
(a) amortization is not provided on building and furniture and appliances purchased from 

loans recognized by CMHC over the estimated useful lives of these assets but rather at a 
rate equal to the annual principal reduction of the mortgage; 

 
(b) capital assets: 
 

1) purchased from accumulated surplus are charged to operations in the year the 
expenditure is incurred, and 

 
2) purchased from the replacement reserve are charged against the replacement 

reserve account, rather than being capitalized on the balance sheet and amortized 
over their useful lives; and 

 
(c) a reserve for future capital replacement is appropriated annually from operations. 
 
Cash and cash equivalents 
Cash and cash equivalents include cash on hand and balances with banks, net of overdrafts.  
Bank borrowings are considered to be financing activities. 
 
Revenue recognition 
Rent is recognized when received or receivable if the amount to be received can be reasonably 
estimated and collection is reasonably assured. 
 
Interest income is recognized as revenue in the year in which it is earned. 
 
Subsidy income is recognized as revenue when received or receivable if the amount can be 
reasonably estimated and collection is reasonably assured. 
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Stratford Community Seniors’ Complex Ltd. 
Notes to the financial statements 
December 31, 2010 
 
2.  Summary of significant accounting policies (cont’d) 
 
Use of estimates 
In preparing the Complex’s financial statements, management is required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosures of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting periods.  Actual results could differ 
from estimates used in these financial statements. 
 
 
3.  Property and equipment 2010 2009 
 
    Accumulated Net        Net 
   Cost   Depreciation Book Value Book Value 
 
Land $ 72,500 $ - $ 72,500 $ 72,500 
Building  867,165  304,553  562,612  595,575 
Furniture and appliances  28,407  9,419  18,988  20,008 
 
  $ 968,072 $ 313,972 $ 654,100 $ 688,083 
 
 
4.  Long term debt 2010 2009 
 
2.4% CMHC mortgage payable in equal monthly 
instalments of $4,438 including interest, maturing in 
October, 2010 and amortized to 2021. As security, the  
Complex has pledged a first charge on land and building. $ 655,313 $ 689,294 
   
Less:  current portion  38,023  33,176 
 
   $ 617,290 $ 656,118 
 
Principal repayments in each of the next five years are due as follows:  2011 - $38,023;  
2012 - $38,940; 2013 - $39,880; 2014 - $40,843; 2015 - $41,829. 
 
 
5.  Related party transactions 

 

The Complex had the following transactions with commonly controlled enterprises: 

 

(a) Incurred management fees of $9,000 (2009 - $9,000) for services provided by the 
Town of Stratford which share a common governance structure. 

 
These transactions are in the normal course of operations and are measured at the exchange 
value, which is the amount of consideration established and agreed upon by the parties 
involved. 
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Stratford Community Seniors’ Complex Ltd. 
Notes to the financial statements 
December 31, 2010 
 
6.  CMHC contribution 
 
The Complex has received Federal Government assistance through CMHC pursuant to Section 
95 of the National Housing Act. This assistance is available to bridge the gap between total 
eligible operating costs and project revenues. 
 
 
7.  Goods and Services Tax status 
 
The Stratford Community Seniors’ Complex has been granted the status of municipality and 
therefore are eligible to claim 100% of their goods and services tax paid. 
 
 
8.  Director remuneration 
 
No payments were made to any director of the Complex during 2010. 
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Stratford Community Seniors’ Complex Ltd. 
Notes to the financial statements 
December 31, 2010 
 
9.  Replacement and damage reserves 
 
Replacement 
Under the terms of the agreement with CMHC, the Replacement Reserve account is to be 
credited in the amount of $6,000 annually plus interest.  These funds, along with the 
accumulated interest, must be held in a separate bank account and/or invested only in 
accounts or instruments insured by the Canada Deposit Insurance Corporation or as may 
otherwise be approved by CMHC from time to time.  The funds in the account may only be 
used as approved by CMHC.  Withdrawals are credited to interest first and then principal. 
 
Damage 
Under the terms of the agreement with CMHC, the Damage Reserve funds, along with 
accumulated interest, must be held in a separate bank account. These funds are to be used to 
reimburse private landlords contracted with the rent supplement program in the event that a 
tenant causes damage to the landlord’s unit beyond normal wear and tear. 
 
Transactions relating to the replacement and damage reserves for the year ended December 
31, 2010 are as follows: 
  Balance   Transfer   Balance 
 beginning    Funds   from  Interest      end    
    of year      utilized     income  earned       of year  
 
Replacement reserve $ 36,534 $ (32,055) $ 32,840 $ 200 $ 37,519 
 
Balance consists of: 
 Principal        $ 37,519 
 Interest        - 
 
        $ 37,519 
 
Damage reserve $ 1,497 $ - $ - $ 9 $ 1,506 
 
Balance consists of: 
 Principal        $ 1,306 
 Interest        200 
 
        $ 1,506 
 

 
 
 


