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INDEPENDENT AUDITORS' REPORT

To the Members of Osteoporosis Canada

We have audited the accompanying financial statements of Osteoporosis Canada,
which comprise the statement of financial position as at March 31, 2017, the
statements of revenue and expenditures, changes in fund balances and cash flows for
the year then ended, and notes, comprising a summary of significant accounting
policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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.

Auditors' Responsibilily

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 obiain 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 our
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,
we consider internal control relevant to the entity’s preparation and fair presentation of
the financial staiements 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 evalualing 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 qualified audit apinion.

KPMG LLP, is a Canatian hmited fiabildy partnership and a member fumn of the KPMG network of independent
mamber firns afffiated with KPMG Inlemational Cooperative {'KPMG Infemational’). a Swiss entty
KPMG Canada provides services 1o KPMG LLP
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Basis for Qualified Opinion

In common with many charitable organizations, Osteoporosis Canada derives revenue
from donations and fundraising activities, the completeness of which is not susceptible
to satisfactory audit verification. Accordingly, verification of these revenues were
limited to the amounts recorded in the records of Osteoporosis Canada. Therefore,
we were not able to determine whether, as at and for the years ended March 31, 2017
and 2016, any adjustments might be necessary to individuals revenue and excess
(deficiency) of revenue over expenditures reported in the statements of revenue and
expenditures, excess (deficiency) of revenue over expenditures reported in the
statements of cash flows and current assets and general funds reporied in the
statements of financial position. This caused us to qualify our audit opinion on the
financial statements as at and for the year ended March 31, 2016.

Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for
Qualified Opinion paragraph, the financial statements present fairly, in all material
respects, the financial position of Osteoporosis Canada as at March 31, 2017, and its
results of operations and its cash flows for the year then ended in accordance with
Canadian accounting standards for not-for-profit organizations.

wtns <L

Chartered Professional Accountants, Licensed Public Accountants

July 13, 2017
Vaughan, Canada



OSTEOPOROSIS CANADA

Statement of Financial Poaltion
March 31, 2017, with comparative information for 2016

2017 2016
Assets
Currenl assels:
Cash S 699,058 $ 360,459
Cash - resiricted 442,437 237,505
Accouints recaivabla 53,139 90,898
Goods end services tawhammonized
solas tax recovesrable 26,391 86,580
Prapeid expensas 30278 33166
1,303,300 810,606
investmanta {notas 2) 2,590,352 2,403,665
Capital aseats (note 3} 51,200 90,507

$ 3,653,861 § 3312778

Liabilities and Fund Balances

Cumani lisbililes;
Accounts payable and accrued (iahififias § 288,402 $ 185759
Deaferred ravenue 3r4,810 8368186
Obtigations under capital laases (note 4) 12,114 22,642
873,228 282,017
Obéigations under capital laases (nole 4) 5,802 17,918
Fund balances:
Program Fund 679,760 629,716
Resarva Fund 848,689 778,672
Baguesl Fund 22,067 8,537
Rasearch Fund 1,724,217 1,587.920
3,274,733 3,012,845
Commitments {nole 8)
Subsequen! event (note 10)

I Y
$ 3,853,881 § 3312778

See sccampanying noles to financial statemants.
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OSTEOPOROSIS CANADA

Statement of Changes in Fund Balances

Year ended March 31, 2017, with comparative information for 2016

Genaral Funds

Program Reserve Bequest Research
2017 Fund Fund Fund Total Fund Total
{note 5)
Fund balances, beginning
of year $ 620716 § 778672 § 6,537 $ 1414925 $ 1597920 § 3,012,845
Excess of revenue over
expenditures 50,044 70,017 15,530 135,591 126,297 261,888
Fund balances, end of year $ 679760 $ 848,680 5 22067 $ 1,550,516 § 1724217 $ 3.274,733
Gensgral Funds
Program Researve Bequest Research
2016 Fund Fund Fund Total Fund Total
{note 5)
Fund balances, beginning
of year § 594499 $ 794974 $ 40832 § 1430305 § 1674857 35 3,105,162
Excess (deficiency) of revenue
over expenditures 35,217 (16,302) {34,295) (15,380) (76,937) (92,317)
Fund balances, end of year $ 629716 § 778672 § 6,537 5 1414925 $ 1597920 § 3.012,845

See accompanying notes to financial statements.



OSTEOPOROSIS CANADA

Statement of Cash Flows

Year ended March 31, 2017, with comparative information for 2016

2017 2016
Cash provided by (used in):
Operating activities:
Excess (deficiency) of revenue over expenditures $ 261,888 § (92,317)
Items not involving cash:
Amortization 53,324 67,299
Change in fair value of investments {118,136) 113,682
197,076 88,664
Change in non-cash operating working capital:
Goods and services tax/harmonized
sales tax recoverable (2,801) (11,127)
Accounts receivable 37,757 11,614
Prepaid expenses (6,119) 10,780
Accounts payable and accrued liabilities 90,643 34,947
Deferred revenue 311,194 {472,068)
627,750 {337,190)
Financing activities:
Repayment of obligations under capital leases (22,642) {23,230)
Investing activities:
Additions to capital assets (14,026) {30,448)
Increase in investments (77,551) (126,492)
(91,577) (156,940)
Increase (decrease) in cash position 513,531 (517,360)
Cash paosition, beginning of year 597,964 1,115,324
Cash position, end of year $ 1,111,495 $ 597,964
Consisting of:
Cash $ 699,058 $ 360,459
Cash - restricted 412,437 237,505

$ 1,111,495 $ 597,964

Non-cash transaction:
Acquisition of asset under capital lease $ - - 5 24132

See accompanying notes to financial statements.



OSTEOPOROSIS CANADA

Notes to Financial Statements

Year ended March 31, 2017

Osteoporosis Canada (the "Organization™) was established in 1982. The Organization was previously
incorporated under the Canada Corporations Act and was continued under the Canada Not-for-Profit
Corporations Act in November 2013. The Organization is dedicated to educate, empower and
support individuals and communities in the prevention and treatment of osteoporosis. The
Organization's focus is the provision of services to' individuals at risk from and/or affected by
osteoporosis and to communities through a locally driven approach. This approach will expand
prevention and treatment services at the community level.

The Organization is designated as a registered charity (charity registration number 895510931) by
Canada Revenue Agency. The Organization is exempt from income taxes and is able to issue
donation receipts for income tax purposes.

1. Significant accounting policies:

The financial statements have been prepared by management in accordance with Canadian
accounting standards for not-for-profit organizations in Part |ll of the Chartered Professional
Accountants of Canada Handbook. These financial statements reflect the combined activity
and financial position of the Organization's Chapters and Organization Office.

(a) Fund accounting:

The activilies of the Organization are accounted for ufilizing the concepts of restricted fund
accounting. There are four funds, a Program Fund, a Research Fund, a Reserve Fund and
a Bequest Fund, to account for the activities of the Organization.

The presentation of the revenue and expendifures within the Program Fund reflects key
result areas, defined as follows:

(i) Education/program development and delivery:

This represents the development, implementation and evaluation of the information,
programs and services the Organization delivers to its clients and stakeholders. This
includes: public education and support programs and services, community services,
member services, professional education and relations, as well as clinical and scientific
research aclivities. All of these activilies improve the level of awareness and
knowledge of osteoporosis among the public, people who have osleoporosis, health
care professionals, researchers and health care policymakers.



OSTEOPOROSIS CANADA

Notes to Financial Statements (continued)

Year ended March 31, 2017

1.

Significant accounting policies {continued):
(i) Supporting services:

These represent essenlial services that provide core administrative support and
governance. These include external audit and legal fees and all other expenses that
cannot be easily allocated to other key result areas.

(iii) Fund development:

This represents the ongoing efforts to secure funds related to corporate and
pharmaceutical parinerships, foundations and individual giving (direct mail, online
donations, major and planned gifts) and their related expenses. In addition, this
includes corporate donations related to specific events.

(iv) Provincial Ministry funding:

This represents revenue and expenses related to projects contracted by the Ontario
Ministry of Health as part of the overall Ontario Osteoporosis Strategy. Specifically,
this category included the year's activites centred around the development of
educational materials for seniors, bone health courses for people over 50, bone mineral
density ("BMD") guidelines for men and perimenopausal women, as well as BMD
standards. Finally, the category includes overall project management, as well as the
launch of area coordinators throughout the province.

The Bequest Fund includes funds donated for specific activities specified by the donor.

The Research Fund is a restricted fund and includes donations that have been specifically
designated by donors to fund research activities and certain other non-designated
donations.

The Board of Directors of the Organization has approved the establishment of a Reserve
Fund, in order to provide some security to manage unforeseen circumstances involving a
revenue shortfall or unanticipated expenses. The target for the Reserve Fund is six months
of core operating expenses, meaning those outside of government-funded programming.
Thus, the target is $2,000,000; it is recognized that it will take a number of years to reach
this target.



OSTEOPOROSIS CANADA

Notes to Financial Statements (continued)

Year ended March 31, 2017

1.

Significant accounting policies {continued):

(b} Revenue recognition:

{c)

Restricted contributions to the Program Fund are recognized as revenue in the year in
which the related expenses are incurred. Unrestricted contributions to the Program Fund
and restricted contributions to the Research Fund are recognized as revenue in the year
received or receivable, if the amount to be received can be reasonably estimated and
collection is reasonably assured.

All non-designated in-memoriam donations are reflected in the Program Fund.

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Equity instruments
that are quoled in an active market are subsequently measured at fair value. All other
financial instruments are subsequently recorded at cost or amortized cost, unless
management has elected to carry the instruments at fair value. The Organization has
elected to carry its investments at fair value. Transaction costs incurred on the acquisition
of financial instruments measured subsequently at fair value are expensed as incurred.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal
year if there are indicators of impairment. If there is an indicator of impairment, the
Organization determines if there is a significant adverse change in the expected amount or
timing of future cash flows from the financial asset. If there is a significant adverse change
in the expected cash flows, the carrying value of the financial asset is reduced to the
highest of the present value of the expected cash flows, the amount that could be realized
from selling the financial asset or the amount the Organization expects to realize by
exercising its right to any collateral. If events and circumstances reverse in a future period,
an impairment loss will be reversed to the extent of the improvement, not exceeding the
initial carrying value.



OSTEOPOROSIS CANADA

Notes to Financial Statements {continued)

Year ended March 31, 2017

1%

Significant accounting policies {continued):

(d)

(e)

®

Capital assets:

Capital assets are siated at cost less accumulated amortization. Contributed capital assets
are recorded at fair value at the date of contribution. Repair and maintenance costs are
charged to expense. Betterments which extend the estimated life of an asset are
capitalized. When a capital asset no longer contributes to the Organization’s ability to
provide services, its carrying amount is written down to its residual value. Capital assets
are amortized on a straight-line basis using the following estimated useful lives:

Computer equipment 3 years
Fumiture and equipment 3 years
License fees 3 years

Contributed services:

A substantial number of volunteers contribute a significant amount of their time each year.
Because of the difficulty of determining the fair value, contributed services are not
recognized in the financial statements.

Use of estimates:

The preparation of financial stalements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenditures during the year. Amounis subject to such estimates
include valuation of investments and determination of deferred revenue. Actual results
could differ from those estimates.



OSTEOPOROSIS CANADA

Notes to Financial Statements (continued)

Year ended March 31, 2017

2. Investments:
2017 2016
Cash % 65,325 L 54,690
Fixed income 942,028 1,083,356
Equities 1,591,999 1,265,619
$ 2,599,352 $ 2,403,665

Investments held consist of $30,000 (2016 - $30,000) for the Program Fund, $1,720,478
(2016 - $1,594,367) for the Research Fund and $848,874 (2016 - $779,298) for the Reserve

Fund.

The fixed income securities are invested in pooled funds and bear no specific yield to maturity

{2016 - 0.21% to 4.17%) or maturity daies (2016 - June 15, 2016 to June 1, 2020).

3. Capital assets:

2017 2016

Accumulated Net book Net book

Cost amortization value value

Computer equipment $ 766485 $ 744906 $ 21,579 $ 27,976

Furniture and equipment 259,595 248,869 10,726 21,104

License fees 226,875 226,875 - -
Computer equipment under

capital lease 111,089 92,185 18,904 41,427

$ 1364044 § 1312835 §$ 51,209 § 90,507

10



OSTEOPOROSIS CANADA

Notes to Financial Statements (continued)

Year ended March 31, 2017

4. Obligations under capital leases:

The Organization has financed certain equipment by entering into capital leasing
arrangements. Capital lease repayments are due as follows:

2018 $ 12962
2019 5,971
Total minimum lease payments 18,933
Less amount representing interest (at 7.6%) 1,017
Present value of net minimum capital lease payments 17,916
Current portion of obligations under capital leases 12,114

$ 5,802

Interest incurred during the year on obligations under capital leases amounted to $2,341
(2016 - $2,456).

5. Investment in capital assets:

2017 2016
Balance, beginning of year $ 49949 $ 63570
Amortization of capital assets (53,324) {67,299)
Additions to capital assets 14,026 30,448
Repayment on cobligations under capital leases 22,642 23,230
Balance, end of year $ 33,293 $ 49,949

The investment in capital assels is included in the Program Fund.

1



OSTEOPOROSIS CANADA

Noles to Financial Statements {continued)

Year ended March 31, 2017

6. Commitments:

The Organization leases its premises under a long-term operating lease that expires on July 31,
2021. The minimum annual rent payable in the next five years and thereafter under the

premises lease and equipment leases are:

2018 $ 146,000
2019 146,000
2020 146,000
2021 144,000
2022 53,000
Thereafter 2,000

$ 637,000

7. Banking facilities:

The Organization has a $200,000 revolving demand facility available for use with a Canadian
financial institution, bearing interest at prime plus 0.50%. At year end, the Organization had not
drawn on this line of credit (2015 - nil).

8. Financial risks:

Investments are primarily exposed to interest rate, market and foreign currency risks. The
Organization has formal policies and procedures that establish target asset mix. The
Organization's policies also require diversification of investments within categories and set
limits on exposure to individual investments. Unrestricted funds are held in specified
investments and interest-bearing bank accounts. Restricted funds may also be invesied in
these specified investments, subject to donor restrictions. There has been no change to the
risk exposures from 2016.

+ {a) Interest rate risk:
The Organization is exposed to interest rate risk on its fixed interest rate financial

instruments. The Organization manages this risk by staggering the terms of the securities
held. Further details about the fixed interest rate investments are included in note 2.

12



OSTEOPOROSIS CANADA

Notes to Financial Statements (continued)

Year ended March 31, 2017

10.

Financial risks {continued):
{b} Market risk:

Market risk arises as a result of the Organization's trading in fixed and variable
investments. Fluctuations in the market expose the Organization to a risk of loss. The
Organization mitigates this risk through controls to monitor and limit concentration levels.

{c) Foreign currency risk:

The Organization is exposed to financial risks as a result of exchange rate fluctuations and
the volatility of these rates on the Organization's foreign investments. The Organization
mitigates this risk through controls to monitor and limit concentration levels.

(d) Liquidity risk:

Liquidity risk is the risk that the Organization will be unable to fulfill its obligations on a
timely basis or at a reasonable cost. The Organization manages its liquidity risk by
monitoring actual and projected cash flows to ensure that it has sufficient funds to fulfill its
obligations.

Indemnification of officers and directors:

The Organization has indemnified its past, present and future directors, officers, employees
and volunteers against expenses (including legal expenses), judgments and any amount
actually or reasonably incurred by them in connection with any action, suit or proceeding in
which the directors are sued as a result of their service, if they acted honestly and in good faith
with a view to the best interests of the Organization. The nature of the indemnity prevents the
Organization from reasonably estimating the maximum exposure. The Organization has
purchased directors’ and officers’ liability insurance with respect to this indemnification.

Subsequent event:
In May 2017, the Organization signed a final mutual release for a bequest in the amount of

$387,334, which includes reimbursements of legal costs incurred. The setflement of funds were
received subsequent to year end.

13



