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INDEPENDENT AUDITOR'S REPORT

To the Members of
Co-operative Housing Federation of Canada

Opinion

We have audited the accompanying non-consolidated financial statements of the Co-operative Housing Federation
of Canada (“the Federation”), which comprise the non-consolidated statement of financial position as at
December 31, 2018, and the non-consolidated statements of operations, changes in fund balances 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 non-consolidated financial statements present fairly, in all material respects, the
financial position of the Federation as at December 31, 2018, and the results of its operations and its cashflows 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 “Auditor's Responsibilities for the Audit of the Financial
Statements ” section of our report. We are independent of the Federation 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.

Emphasis of Matter

We draw attention to Note 21 to the non-consolidated financial statements, which explains that the non-consolidated
financial statements that we originally reported on March 26, 2019 have been amended and describes the matter that
gave rise to the amendment. Our opinion is not modified in respect to this matter.

Responsibilities of Management and Those Charged with Governance for the Non-Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the non-consolidated 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 Federation'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 Federation or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Federation’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Non-Consolidated 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:

o 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.

s  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
Federation's internal control.

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

e 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 Federation'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. OQur 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 Federation to cease to continue as a going concern.

o 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.

Mauwd dowasde
Chartered Professional Accountants, Licensed Public Accountants

Ottawa, Ontario

March 26, 2019

(Except for Note 21, which
is dated April 23, 2019)

Marcil Lavallée



817128 § (pIr'e8L'T) & (BIEVID S (666760 $ (8L9°78) $  SSIPEI $  (b09'cer'D) (009°800°1) SASNAIXH YTAO
ANNTATE 40 (ADNHIDIIA@) SSAIXH
¥S6°¢E0’1 (Z99°16€°T) (88879) (801°506) - - (999°c7y) - SINTLSTANI NO (SSOTD) NIVD QAZI'TVIANN
6TL°651 S8IpEL - - - SSI‘pEL - - Amus psjuslio
-pyozd pajjonuod e ‘JALLVIAJO-0D HOMLAN
INFATOVNVIAN ONISIOH ALINITWINOD
FHL NI LSTYALNI WO¥A IWOONI
786°¢y 9L£'6S y9s 0900 - - TSLSI - aousR[UL
jueoyyiudis 03 199(qns Auedwiod e “ONI TVIONVNIA
- VSVONA NI INFIWLSTANI WOJd TINOINI
(18v'91%) (€1€°165) (¥66°15) 6V0°TLS (8,9'28) - (069°870°1) (009800°F) HONIMOTION AHL FAO0AAD SASNAIXT
WAAO ANNFATYA J0 (ADNAIDIAA@) SSAIXA
LTE6ITL YY6'8ST'L SS8°0ST L6V 7958 - IR 001°67T°L
LTTSIT y6y°S01 - - - - y6p SO1 001°L01 sjasse a|qIsueiul pue [ejided yo uoneziowy
¥87°68 pesies - L6 79548 - - 000°001 BELTy)
687°979°¢ I COP'E TISIST - - - PTSILIE 00b°€6E°E (6 9ION) uOTIENSIUILIPE PUE [SUUOSI]
€L9°61 109°€T ££0°61 - - 895y 000°7€ suotSar 10y10
LY1°T81 665°€TT - - - - 66S°€TT 009°€¥T (g ;0N uo1day olrelup
LET0ST LS6CTE - - - - LS6STE 00T°€LE (£ 310N wewdopoadp 10)308
T0EY10°] 116171 - - - - 11H61T°1 009°LLI‘L (9 210N) sweiSo1q sa01a19g astrdrayug aanjeado-0D
897°7T8°1 TOL'69L'Y - - - - T0L69L1 0072081 (s 910N) s1egY d1Se1eng
SASNAIXA
948°70L°9 1€9°L95%9 198°861 120°LLS ¥88°1 - S98°68LS 00S°07T°9
(ovT'e9) (000°611) - - - - (000°611) (000°89) SUOI3a1 pUe SUOLIEISP3) O} SUOHBIO[Y
£00°€T1 yLESIT 90L‘6S - - - 899501 006°66 BEiiTe)
$06°08 268°SL 00059 - ¥88°1 - 800°L 00668 suonnqLIue)
1S0°6LL 610°029 - - - - 610079 000°00S wreifoid Aeso] siope1edo-0)
- 0ST'LI - - - - 0STLY 000°sT uonENsIZaY — HOUDIYUO] SUOIRISPS |
112059 66£°SY9 - - - - 66£SH9 009°7€9 Sunea [eIdusr) [enuuy
0¥6°6L9 L901L8 0908 TTO°LLS - - 986°S87 00L°S6S SUIOOUL JUSWISIAUL P2}00J
SI8°€9S°1 STLTEE'T - - - - STLTEET 0015041 ( 210N) swesSo1q saota1eg sstidiajuy aanelado-0)
191°688°C § S06'096C $ $60°99 $ - $ - s - $  018'468C 00£°0¥6°T sonp diysioquapy
ANNIATL
[0 e)0], . (g 98ed) (tz 95ed) (17 38=) Luuyg punj (£ 210N)
L10T 8107 SUONNNSIY SUOILISIY SIALISIY paepPy e SunexdQ 133png
jeuad3xy jeua3yuy ui pI)SIAU] ul pa3saau] epeue) JHD
SUOBNISIY uoNILSIY
JewId)uy euIu]
€ ST07 ‘IS YAAINADAA AIANA IVIA THL 04

\

SNOILVYAJO A0 INTWALVLS AALVAITOSNOD-NON
VAVNVD 40 NOLLVIAQAA DNISNOH HALLVIAJO-0D




61668691 § SOS9GI'SL S OIP'SIE $§ 9ST6TTOL S 9STLINE $ TLOCOF § 998661 S 999°CTF  $ UVAX 40 ANT “AONVIVE
. - - - - - S66°S (566°S) s1asse J[qIsueul

pue [esides jo uonisinboy
- - 8L6E6 (00T465) (961°666) - - 8I667°1 SIgJSuel} punjIspu]
¥81°128 F1r'68L‘D)  (BISPIY) (666760 (8L9°T8) SST‘pEL (rev'sor) (orr'sze'n sasuadxa

SELYVYII9L §  616°S869T §  0SL'SHE

$ SEPII60T S 0€I‘669'Y § 988°L9T § S9E66T $ €SELSH §

19A0 9NUIAAI JO (KoU3I0ap) SS0XT

YVIA 40 ONINNIDIAG ‘AONVIVE

[e10], lel0L (€7 23eq) (¢ 95eg) (1z 9%ed) Anuy sjessy pIjLgsaLU()
L102 8107 SUOIPLIISY  SUOINLISIY SOAIISIY paepPy e Jqisueyu]
JeuralxXy [euadu] ul pajsdAUf ul pajsaAu] pue fende)
SUONILISIY UoNILISIY ul pajsaAug
[eurdjuy [eurdyuy UOIIILIISIY
[eusdyuy
v 8107 ‘I€ YAGINADAA AAANT AVAX THL JOA

SHDONVIVE ANN4 NI SIONVHD 40 INTWALVLS AILVAITOSNOD-NON
VAVNVO 40 NOLLVHAdHA ONIS10H HALLVIAdO0-0D



10399117 ¢

a — iy
1039211 \v\d ‘w\f \Y.

@yvod dH1 40 4TVHdd NO

SISTIZERT § LPOLOL'ST § 0SS‘OEE § - $ LoYIEY'ST §
L6S'CIL9T ISTI16°F1 00€' 1€ - 186°96S V1
000°0C1 000°071 - - 000°0T1 (71 2310N) SuLIa} UO1OS[[03 91310ads OU “%CY - %0 “DNI SHINOH
LIAOYd-NON XASSH OL SALON AYOSSINOUd
000°002 000°001 - - 000°001 (1 210N) HAILVEAJO-0D MUOMLAN INFNADVNVIN
ONISOH ALINNWIOD FHL OL ALON AYOSSINO3d
988°L9C 1.0°T0% - - 1L0°T0¥ (€1 210N) SALLLINA
JIINATIO-LIA0¥d AATTOULNOD NI LSTAALNI
S9£°66T 998°661 - - 998°661 (Z1 210N) SLASSY T TAIDONVINI ANY TV.LIdVD
Y09°LIL'ST 750°696°€1 00€YIE - TSLYS9ET (11 210N) SINHW.LSTANI WIAL-DONOT
L 801 67°021 - - 76701 %66’V - %0 ‘ATAVAIZOTI SNVO'T
816°L09°1 99.°SS8 0ST91 - 91S°6€8
000°5T 000°ST - - 000°ST (71 310N 9ATe13d0-0) SHOMIBN TUSWISBEUEIN
Suisnoy Ajunwwo) s 01 9ou Ksossiwoxd Jo uonpod Jusun)
YE1YTT 98€°017 - - 98€°012 sosuadxa predalg
- 000°S? - - 000°ST 948 “"oU] SOWOH] 11Jo1J-UoN ssedwo)) 0} 9jou AI0SSIUIOIJ
955°TT T IL8'6T - - 1.8°61 %S ‘9]qeAladal sueo]
€91°p€€ 9€T’L8E 0S7'91 - 988°0LE (01 =30ND 2]qBAI2091 SIUNOOYY
$90°T00'T § €LE'SSY $ - $ - $ €Le'88I $ Ysed
SLASSY INHTHEND
S.LASSY
[e10L (LN (97 2584) (szaseqd) pung
L10Z 8107 SUOIPILIISAY SUOIIILIISNY Sunerddo
[euIalxXy jeuIuy epeue) JHD
< 8107 ‘1€ YAIIADAA

NOILISOd TVIONVNIA 40 INFIWALV.LS AALVAI'TOSNOD-NON

VAVNVD A0 NOILLVIAdIA ONISAOH FAILVIAdO0-0D




SISTIZEST § LPO‘LIL'ST § 0SS‘0EE - LOYOSY'ST  §
61658691 S0S‘961°ST 0IP°STE 9€T67C01 6S8° TV Y
0SL°SPE 0IH'STE 01p°szE - - (¥T 9%ed pue g1 j0N) SUOOLNSAI [BUINXY
SEY'916°01 9€T°67T01 - 9€T6TT01 - (2T 28ed pue 9 910N SUOHOLISAI [BUIAU]
S9£°66¢ 998661 - - 998661 (L1 210N) syasse 3[qr3ueyut pue [eyides ur pa1saAUl UOHOLISII [RLLISIU]
988°29T 1L0“20P - - 1L0°T0¥ (L1 210N) A1us paje[d B Ul PIISIAUL UOOLYSII [BUISIU]
0€1°669°F 9ST'LIYE - - 9ST'LIYE (17 95ed pue g [ 2)0N) SSAISSAI UL PIJSIAU SUOTIILISII [BUINU]
€SE°LSY 999°7Z¥ - - 999°7TY pajoLgsalun)
SHONVIVI ANNA
965°5€€°1 TYSOLS ovIS (O€T6TT0ON) 8€9V6L01
- - (98t°sL) (9€T°6TT0T) TIL PO 0T 1s319ul InOPIM ‘SNVOT ANATUTLNI
96S°5€€°l TWHSOLS 97908 - 916°68%
92908 97908 97908 - - ((e)91 210N swuedronted pung o1 ang
818°169 00LSHI - - 00LSP1 33UBADE Ul P2AI3d3I $33 pue sanp dIys1oquiajy
€96 $ 91T9vE § - - 91ZT°9€ $ sanI[Iqel| parnooe pue sjqeded sjuN0d0Y
SALLITIAVIT INTIIND
SHILI'TIAVI']
[e10L g0 (9z 23eq) (sz 95eq) punyg
L102 810¢ SUOIIIISAY SUONILIISIY Supesado
[ewrdyxy [ewidjuy epeue) JHD
9 8T0T ‘1€ YAGINADAA

NOILLISOd TVIDNVNIA 40 INTFWALVLS dILVAITOSNOD-NON

VAVNYD 40 NOILVIAdHA ONISNOH JALLVIHAdO-0D



CO-OPERATIVE HOUSING FEDERATION OF CANADA
NON-CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018 7
_ 2018 2017
OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses $ (1,789,414) $ 821,184
Adjustments for:
Amortization of capital and intangible assets 105,494 115,227
Unrealized loss (gain) on investments 1,391,662 (1,033,954)
Income from investment in Encasa Financial Inc. ‘ (59,376) (43,982)
Income from interest in The Community Housing
Management Network (134,185) (159,729)
(485,819) (301,254)
Net change in cash working capital items:
Accounts receivable (52,973) 55,146
Loans receivable (8,865) 23,340
Prepaid expenses 13,748 - (33,687)
Accounts payable and accrued liabilities _ (216,906) 169,705
Membership dues and fees received in advance (548,148) (160,538)
(1,298,963) (247,288)
INVESTING ACTIVITIES
Promissory note to Compass Non-Profit Homes Inc. (25,000) -
Due to Fund participants - (10,000)
Acquisition of capital and intangible assets (5,995) (44,657)
Net change in investments 416,266 321,301
Promissory note collection 100,000 55,000
485,271 321,644
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (813,692) 74,356
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR v 1,002,065 927,709
CASH AND CASH EQUIVALENTS, END OF YEAR $ 188,373 $ 1,002,065

Cash and cash equivalents consist of cash.




CO-OPERATIVE HOUSING FEDERATION OF CANADA

NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 8

1. STATUTE AND NATURE OF OPERATIONS

The Co-operative Housing Federation of Canada is incorporated under the Canada Cooperatives Act without
share capital and is a non-profit corporation as described in paragraph 149(1)(1) of the Income Tax Act. As
such, the Federation is not subject to income tax.

The Federation works to promote the growth, stability and independence of the co-operative housing
movement in Canada. The Ontario and Manitoba Regions of the Federatlon are responsible for matters that
affect only Ontario and Manitoba members respectively.

2. SIGNIFICANT ACCOUNTING POLICIES

The Federation applies Canadian accounting standards for not-for-profit organizations (ASNFPO) in
accordance with Part I1] of the CPA Canada Handbook — Accounting.

Fund accounting

The Federation uses fund accounting to account for its operations, activities and programs, as described in
Notes 15 through 18 to the financial statements.

The Federation combines the following three unrestricted funds in the CHF Canada Operating Fund: the
Ontario Operating Fund, the Manitoba Operation Fund and the Southwestern Ontario Operating Fund.

Use of estimates

The preparation of financial statements in compliance with the ASNFPO requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and the reported amounts of
revenues and expenses for the periods covered.

Revenue recognition

Membership dues are recognized when collection is reasonably assured. Revenue received relating to
membership dues. that pertain to subsequent years are deferred and recognized as revenue in the period to
which they relate.

Co-operators Loyalty Program distributions are recognized when received due to the uncertainty of this
revenue,

Pooled investment income and other revenue are recognized when earned. Investment revenue generated by
pooled investment assets are recorded in the CHF Canada Operating Fund and the Internal Restrictions Funds
according to their opening balances.

Revenue from Co-operative Enterprise Services Programs, Annual General Meeting and Federations’
Conference — Registration is recognized when the service has been rendered and collection is reasonably
assured.

Contributions restricted for future period expenses are deferred and are recognized as revenue of the
appropriate fund in the year in which the related expenses are incurred. These contributions may be repayable
if not utilized within their respective programs. Unrestricted contributions are recognized as revenue, when
received or receivable, provided that the amount to be received can be reasonably estimated and collection
reasonably assured.



CO-OPERATIVE HOUSING FEDERATION OF CANADA

NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 9

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Grant receivable

A grant receivable is recognized as an asset when the amount to be received can be reasonably estimated and
ultimate collection is reasonably assured.

Investments

The Federation’s other investments are initially and subsequently measured at fair value. Changes in fair value
are recognized in net income in the period incurred. Transaction costs that are directly attributable to the
acquisition of these investments are recognized in net income in the period incurred.

Interest in profit-oriented entities

The Federation’s investment in its wholly-owned private corporation, Rooftops Financial Services Inc., its
interest in a controlled profit-oriented entity, The Community Housing Management Network Co-operative,
and its 20% of shares of a company subject to significant influence, Encasa Financial Inc., are accounted for
using the equity method.

The equity method is a basis of accounting whereby the Federation includes in income its share of the net
income or loss of subsidiaries and reduces the investment account for dividends received. In the event the
accumulated losses exceed the original cost of the shares in question, the investment is carried at the nominal
value of $1.

Interest in controlled non-profit entities

The Federation has control over Essex Non-Profit Homes Inc., the Agency for Co-operative Housing and
Compass Non-Profit Homes. The financial results of these entities are not consolidated in the financial
statements of the Federation as controlled non-profit entities are not required to be consolidated. Interested
readers have access to the controlled entities’ financial statements.

Capital and intangible assets

Capital and intangible assets are accounted for at cost. Amortization is calculated on their respective estimated
useful life using the straight-line method and the following periods:

Leasehold improvements ; Remaining term of lease
Furniture and equipment 7 years
Computer equipment 3-5 years
Software 3-5 years

Write-down of capital assets

When a capital asset no longer contributes to the organization's ability to provide services, its carrying amount
is written down to residual value, if any. The excess of its net carrying amount over any residual value is
recognized as an expense in the statement of operations.




CO-OPERATIVE HOUSING FEDERATION OF CANADA

NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31,2018 - 10

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments
Measurement of financial instruments

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

The Federation 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 and financial instruments designated
at fair value at initial recognition, which are measured at fair value. Changes in fair value are recognized in
operations.

Financial assets measured at amortized cost include cash, accounts receivable, loans receivable, promissory
note to Compass Non-Profit Homes Inc., promissory note to The Community Housing Management Network
Co-operative Inc. and promissory notes to Essex Non-Profit Homes Inc.

Financial liabilities measured at amortized cost include accounts payable and accrued liabilities and due to
Fund participants.

Financial assets measured at fair value include investments, except for the interest in Encasa Financial Inc.
which is measured as per the equity method.

Impairment

Financial assets measured at amortized cost are tested for impairment when there are indicators of possible.
impairment. The Federation determines whether a significant adverse change has occurred in the expected
timing or amount of future cash flows from the financial asset. If this is the case, the carrying amount of the
asset is reduced directly to the higher of the present value of the cash flows expected to be generated by
holding the asset, and the amount that could be realized by selling the asset at the balance sheet date. The
amount of the write-down is recognized in operations. The previously recognized impairment loss may be
reversed to the extent of the improvement, provided it is no 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 operations.

Transaction costs

The Federation recognizes its transaction costs in operations in the period incurred. However, transaction costs
related to financial instruments subsequently measured at amortized cost reduce the carrying amount of the
financial asset or liability and are accounted for in the statement of operations using the straight-line method.

Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid investments
that are readily convertible to known amounts of cash and that are subject to an insignificant risk of change in
value. Cash equivalents are held for the purpose of meeting short-term cash commitments rather than for
investing or other purposes. An investment qualifies as a cash equivalent when it has a maturity of three
months or less from the date of acquisition. Bank overdrafts are included as a component of cash and cash
equivalents when the bank balance fluctuates frequently from being positive to overdrawn.



CO-OPERATIVE HOUSING FEDERATION OF CANADA

NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2018

11

3. BUDGET

The budget figures presented in the non-consolidated financial statements were provided by the Federation and

have not been audited.

4. CO-OPERATIVE ENTERPRISE SERVICES PROGRAMS

Budget
(Note 3) 2018 2017
Insurance programs $ 880,600 820,864 1,034,906
Refinancing program 309,500 216,887 254,750
Asset management program 215,000 294,974 274,159
$ 1,405,100 1,332,725 1,563,815

5. STRATEGIC AFFAIRS

Budget
(Note 3) 2018 2017
Annual General Meeting $ 1,039,300 1,081,768 982,891
Membership development 80,800 79,273 100,203
Communications 123,500 143,207 164,186
Board of Directors 252,700 221,791 229,375
Special projects 50,000 32,966 3,115
External relations 124,800 114,180 147,203
Government relations 103,200 76,447 127,233
Other direct expenses 27,900 20,070 68,062
$ 1,802,200 1,769,702 1,822,268

6. CO-OPERATIVE ENTERPRISE SERVICES PROGRAMS

Budget
(Note 3) 2018 2017
Insurance programs $ 261,800 219,980 138,688
Refinancing program 471,400 417,954 477,503
Asset management program 441,400 577,345 398,111
Other direct expenses 3,000 4,132 -
$ 1,177,600 1,219,411 1,014,302




CO-OPERATIVE HOUSING FEDERATION OF CANADA

NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 12

7. SECTOR DEVELOPMENT

Budget

(Note 3) 2018 2017
Federations support $ 11,300 § 1,131 § 9,274
Federation and co-op services 121,500 134,098 129,088
Education program 98,300 86,765 63,634
Federations® conference 77,800 76,787 -
Research 17,500 4,972 6,837
Other direct expenses 46,800 20,204 41,304

$ 373,200 $ 323,957 $ 250,137

8. ONTARIO REGION

Budget

(Note 3) 2018 2017
Ontario members meetings b 4,000 $ 7,405 $ 1,514
Ontario Council 48,300 55,280 48,766
Membership programs
Government relations 46,200 43,869 31,886
Communications 21,100 26,738 5,869
External relations 24,300 20,792 24,110
Federation and co-op services 53,200 49,876 32,153
Education program 16,500 4,846 27,514
Research 5,000 8,387 5,400
Other direct expenses 33,000 14,470 21,499
Sector support contributions and course fees (8,000) (8,064) (16,564)

3 243,600 $ 223,599 § 182,147

9.  PERSONNEL AND ADMINISTRATION

CHF
Canada
Budget  Operating External 2018 2017
(Note 3) Fund Restrictions Total Total
Personnel - National $ 1,965,000 $ 1,923,125 § - 8§ 1,923,125 $ 2,116,257
Personnel - Ontario Region 860,600 912,778 - 912,778 838,173
Personnel — Nova Scotia Fund 184,800 - 186,746 186,746 180,363
Office and administration - National 757,600 753,367 - 753,367 788,766
Office and administration - Ontario
Region 166,200 193,819 - 193,819 149,538
Office and administration —
Nova Scotia Fund . 55,100 - 45,201 45,201 41,655
Office and administration — Risk
Underwriting Fund - - (125) (125) 25,554
Personnel administration Reallocated (595,900) (611,265) - (611,265) (514,017)

$ 3,393400 $ 3,171,824 $ 231,822 $ 3,403,646 $ 3,626,289
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10. ACCOUNTS RECEIVABLE

2018 2017
CHF Canada Operating Fund
Membership dues $ 30,143 § 30,817
Trade accounts 295,178 226,018
Sales taxes 31,965 52,574
The Community Housing Management Network Co-operative, without _
interest 23,524 17,381
Essex Non-Profit Homes Inc., without interest 46,652 41,544
427,459 368,334
Allowance for doubtful accounts on dues and trade accounts (56,573) (50,421)
370,886 317,913
External Restrictions
Grant receivable 16,250 16,250

$ 387,136 $ 334,163

11, INVESTMENTS

External
Restrictions
CHF Canada Risk :
Operating Underwriting 2018 2017
Fund Fund Total Total
Investment securities measured
at fair value
Corporate equity $ 13,265,600 $ ‘ - $ 13,265,600 $ 14,932,503
Social Housing Investment funds, ‘
fixed income and equity holdings 11,734 314,300 326,034 343,197
Corporate debt - - - 83,864
Interest in a company subject to
significant influence measured as
per the equity method
20% interest in Encasa Financial Inc. 377,418 - 377,418 358,040

$ 13,654,752 § 314,300 $ 13,969,052 $ 15,717,604
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12. CAPITAL AND INTANGIBLE ASSETS

Accumulated
Cost Amortization 2018 2017
Capital assets
Leasehold improvements $ 319,084 §$ 244,593 § 74,491 $ 101,889
Furniture and equipment 60,510 41,669 18,841 54,698
Computer equipment 122,278 90,838 31,440 35,815
501,872 377,100 124,772 192,402
Intangible assets
Software 149,040 73,946 75,094 106,963

$ 650,912 § 451,046 3 199,866 $ 299,365

Net change in capital and intangible assets ,
2018 2017

BALANCE, BEGINNING OF YEAR $ 299,365 $ 369,935
Acquisition of capital and intangible assets 5,995 44,657
Amortization of capital and intangible assets (105,494) (115,227)
Net change (99,499) (70,570)

BALANCE, END OF YEAR $ 199,866 $ 299,365

13. INTEREST IN CONTROLLED PROFIT-ORIENTED ENTITIES
2018 2017
The Community Housing Management Network Co-operative $ 402,071 $ 267,886

Rooftops Financial Services Inc. - -

$ 402,071 $ 267,886
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14, RELATED PARTIES
Interest/control in profit-oriented entities
The Community Housing Management Network (The Network)

The Network is an entity controlled by the Federation.

The Federation is the sole member of The Community Housing Management Network Co-operative and
appoints four of five of the Network’s Board of Directors. The Network is incorporated under the Canada
Cooperatives Act. The Network helps co-operatives in financial difficulty to fill gaps in local management
services and provides services to non-profit housing providers upon request.

The summary of the Network’s non-audited financial statements is as follows:

2018 2017
Statement of financial position :
Assets $ 633,619 $ 567,919
Liabilities $ 231,448 $ 299,933
Retained earnings $ 402,171 $ 267,986
Statement of operations
Revenue $ 2,123,521 § 1,839,580
Expenses $ 1,983,245 $ 1,679,851
Statement of cash flows
Operating activities $ 122,564 $ 144,122
Investing activities $ (25,415) § (59,659)
Financing activity $ (75,000) $ (50,000)

An agreement was signed for the Network’s outstanding loan with the Federation in the form of a promissory
note, maturing December 31, 2022, at an annual and no-compounding interest rate of 4.25%, payable at a
minimum rate of $25,000 per calendar year. The Network paid interest for an amount of $6,348 in 2018 (2017:
$10,688). These revenues are included in Pooled investment income in the Federation’s non-consolidated
statement of operations under Operating Fund.

The Network also paid $7,185 to the Federation in management fees (2017: $7,500). These revenues are
included in Other Revenue in the Federation’s non-consolidated statement of operations under Operating Fund.

These transactions were concluded in the normal course of business and are measured at the exchange value,
which is the amount of consideration established and agreed by the related parties.

Roaftops Financial Services Inc.

The Federation is the sole shareholder of Rooftops Financial Services Inc. The Corporation is incorporated
under the Canada Business Corporations Act and is currently inactive.

Rooftops Financial Services Inc. owes an amount of $223,201 to the Federation. Due to the inactivity, it is not
expected that the Federation will recover this amount in the near future. Therefore, an allowance of $223,201
was provided for many years ago, bringing the balance in the Federation’s non-consolidated statement of
financial position to zero.
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14. RELATED PARTIES (continued)
Controlled non-profit-oriented entities
Compass Non-Profit Homes Inc.(Compass)

The Federation initiated the creation of this Co-operative and controls the entity by way of appointing its Board
members. The Co-operative was incorporated under the Ontario Co-operative Corporations Act, and, as such,
is exempt from income tax under the Jncome Tax Act. Compass has leased the land owned by Essex Non-Profit
Homes Inc. (ENPH) and entrusted the management of operations of the project to ENPH under the terms of a
management agreement. The Co-operative is inactive.

Compass owes an amount of $25,000 to the Federation, payable on demand, at an annual interest rate of 8.0%.

The Agency for Co-operative Housing

The Federation is the sole member of The Agency for Co-operative Housing and appoints all of the Agency’s
Board of Directors. The Agency is incorporated under the Canada Cooperatives Act without share capital. The
Agency was established to provide co-operative housing program management services to Canada Mortgage
and Housing Corporation (CMHC) and, potentially, other government clients. As a not-for-profit Corporation
as described in paragraph 149(1)(1) of the Income Tax Act, the Agency is exempt from income tax. The assets,
liabilities and results of operations of the Agency are not included in these non-consolidated financial
statements.

The summary of the Agency’s audited financial statements is as follows:

2018 2017
Statement of financial position
Assets $ 3,536,745 $ 3,333,212
Liabilities $ 3,008072 § 2,818,158
Fund balances $ 528,673 § 514,054
Statement of operations
Revenue $ 7444454 § 7,125,422
Expenses $ 7,429.835 § 7,248,670
Statement of cash flows
Operating activities $ 731,333 §$ 408,751
Investing activities $ (591,753) $ (265,840)
Financing activities $ - 3 -

The Federation has extended a credit facility to the Agency permitting it to borrow for short-term periods up to
$250,000 from the Federation at prime rate plus 2% per annum. The facility is secured by a general security
agreement, subordinated and postponed to any agreement the Agency could have with a commercial lender. As
at December 31, 2018, the credit facility is unused.

The Federation signed a memorandum of understanding (MOU) with the Agency concerning a grant program
for environmental action. The Agency contributed $15,000 (2017: $15,000) to the program during the year.
These contributions are included in other revenue in the Federation’s non-consolidated financial statement of
operations under Operating Fund.



CO-OPERATIVE HOUSING FEDERATION OF CANADA

NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 17

14. RELATED PARTIES (continued)
Controlled non-profit-oriented entities (continued)
Essex Non-Profit Homes Inc. (ENPH)

The Federation is the founding member of ENPH and appoints all of the members of its Board of Directors.
ENPH is a non-profit housing corporation incorporated under the Ontario Corporations Act and, as such, it is
exempt from income tax under the Income Tax Act. ENPH has leased the land it owns to Compass Non-Profit
Co-operative Homes Inc. (Compass) and act as the manager of the operations of the project on behalf of
Compass under a management agreement. The assets, liabilities and results of operations of ENPH are not
included in these non-consolidated financial statements.

The summary of the Organization’s non-audited financial statements is as follows:

2018 2017
Statement of financial position
Assets $ 8,171,229 § 7,982,159
Liabilities $ 8,587,600 $ 8,410,987
Net assets deficiency $ 416371) $ (428,828)
Statement of operations
Revenue $ 1,345981 $ 1,337,656
Expenses $ 1,333,524 $ 1,299,750
Statement of cash flows
Operating activities $ 411,867 $ 354,319
Investing activity $ (486,224) $ (303,307)
Financing activities $ 76,923 $ (181,145)

ENPH paid $41,926 (2017: $36,812) to the Federation in asset management fees. These revenues are included
in Co-operative Enterprise Services Programs in the Federation’s non-consolidated statement of operations
under Operating Fund.

ENPH owes an amount of $100,000 to the Federation, payable on demand, at an annual interest rate of 4.5%.
ENPH also owes an amount of $20,000 to the Federation, payable on demand and without interest. ENPH paid
$4,500 in interest in 2018 (2017: $4,500). These revenues are included in Pooled investment income in the
Federation’s non-consolidated statement of operations under Operating Fund.

These transactions were concluded in the normal course of business and are measured at the exchange value,
which is the amount of consideration established and agreed by the related parties.
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15.

16.

INTERNAL RESTRICTIONS INVESTED IN RESERVES - NATIONAL AND ONTARIO
OPERATING FUND

The Federation has created reserves through the transfer of funds from the CHF Canada Operating Fund
balance and the receipt of external contributions to fund expenditures related to regional education programs,
lobbying, co-operative housing staff development programs, assisting co-ops with premature building envelope
failure, special initiatives in support of long-term strategic purposes and contingencies arising from future
operating requirements, assisting co-ops with legal matters, offsetting of continuing administration and
oversight associated with monitoring refinancing loans over time and providing guarantees for housing co-op
microfunding in Africa.

The Ontario Region of the Federation has created reserves through the transfer of funds from its Operating

‘Fund balance to fund contingencies arising from future operating requirements, expenditures related to

co-operative housing staff development programs.

INTERNAL RESTRICTIONS

Internal restrictions include the National Endowment Fund, the Ontaric Endowment Fund and the Special
Assistance Fund.

a) National Endowment Fund

The National Endowment Fund was established with that portion of sector support contributions from
federally funded housing co-operatives exceeding 1/2 of 1% of the project capital costs of the contributing
co-operative. The principal portion of this fund may only be encumbered or spent by resolution of the
general membership. The Federation has established a policy of setting the amount of income available
from the Fund for spending at a predetermined rate of the moving average fair value of the Fund over a
three-year period. For the year ended December 31, 2018, the rate was established at 4.0% (2017: 4.0%).

b) Ontario Endowment Fund

The Ontario Endowment Fund was established with a portion of sector support contributions received from
housing co-operatives funded under Ontario government programs. The principal portion of this fund may
only be encumbered or spent by resolution of the Ontario members of the Federation. The Federation has
established a policy of setting the amount of income available from the Fund for spending on Ontario
programs at a predetermined rate of the moving average fair value of the Fund over a three-year period. For
the year ended December 31, 2018, the rate was established at 4.0% (2017: 4.0%).

¢) Special Assistance Fund

The Special Assistance Fund provides working capital loans and loan guarantees to members of the
Federation that are not housing co-ops.

The loans receivable of $0 as at December 31, 2018 (2017: $2,582) have been reduced by an allowance for
doubtful loans of $0 (2017: $2,582).

As at December 31, 2018, there were no loan guarantees outstanding.
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17. OTHER INTERNAL RESTRICTIONS

18.

a)

b)

Internal restrictions invested in capital and intangible assets

The Federation accounts for transactions related to its capital and intangible assets in this Fund.

Internal restriction invested in a related entity

The Federation accounts for its investment in its wholly-owned subsidiary, The Community Housing
Management Network Co-operative, in this Fund.

EXTERNAL RESTRICTIONS

External restrictions include the Risk Underwriting Fund, the Nova Scotia Fund and the Student Housing Fund.

a)

b)

Risk Underwriting Fund

The Risk Underwriting Fund was established to guarantee loans on behalf of housing co-operatives. The
maximum principal amount that may be guaranteed is the lesser of $100,000 or 20% of the total amount of
the Fund. The Federation is responsible for the first $50,000 in losses in any financial year. Any losses in
excess of $50,000 are shared by Fund participants in proportion to their share of deposits and indemnities
in the Fund. The balance of funds available to lend of $420,294 (2017: $445,440) is supported by
participants’ deposits held in trust, a deposit from the CHF Canada Operating Fund and by indemnities
from Fund participants. ‘

The total Risk Underwriting Fund is allocated as follows as at December 31:

2018 2017
Balance of funds available $ 420,294 $ 445,440
Deposit from CHF Canada Operating Fund (179,668) (204,814)
Indemnities pledged (160,000) (160,000)
Due to Fund participants ) $ 80,626 $ N 80,626

The amounts in this fund can be called upon at any time.

Nova Scotia Fund

This fund represents the Federation’s Nova Scotia management support and education program, supported
in part by the Province of Nova Scotia.

Student Housing Fund

The Student Housing Fund consists of funds settled on the Federation by Concentra Financial for the
purpose of encouraging, developing or establishing co-operative housing for university students.

The Fund provides loans and loan guarantees. Earnings of the Fund accumulate within the Fund and may
be used to provide grants to eligible recipients.
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19.

20.

21.

22,

FINANCIAL INSTRUMENTS
Credit risk

Credit risk is 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 Federation’s main credit risks relate to its accounts receivable. The
Federation provides credit to its members in the normal course of its operations.

Also, the Federation continuously reviews the financial situation of its members and examines the credit
history of all new members. The Federation establishes allowances for doubtful accounts while keeping in
mind the specific credit risk of members, their historic tendencies and economic situation. Approximately 63%
of the total accounts receivable is to be received from five organizations. The Federation considers that no risk
arises from that situation.

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. The Federation's investment securities expose the Federation to market risk as such
investments are subject to price changes in the open market. The Federation does not use derivative financial
instruments to alter the effects of this risk.

CONTRACTUAL OBLIGATIONS

The Federation is committed under four long-term leases for the rental of its office spaces and must pay a
minimum base rent as follows, plus an additional rent for its proportionate share of operating costs:

Minimum
Office Location Expiry Date Total Base Rent
Ottawa March 31, 2020 $ 185,340
Vancouver November 30, 2022 $ 145,212
Ontario Region Office August 31, 2021 $ 404,595
Nova Scotia September 30, 2019 $ 8,020

Also, the Federation has issued a guarantee on a mortgage loan contracted by Essex Non-profit Homes Inc.
The maximum risk resulting from this endorsement is $100,000. The Federation believes that the risk of
having to incur significant costs as a result of this endorsement is low.

SUBSEQUENT EVENT

After the non-consolidated financial statements were issued, the net income from the Community Housing
Management Network Co-operative (Network) was modified. On April 23, 2019, the non-consolidated
financial statements were reissued to increase the income from interest in the Network to $134,185, bringing
the balance of the- invested in a related entity-fund to $402,071. Amounts of $69,731 and $337,617
respectively, were originally recorded. The summary of the Network’s non-audited financial statements
disclosed in Note 14 has also been amended to reflect the changes.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to be consistent with the current year’s presentation.
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