Financial Statements of

YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)
And Independent Auditor’'s Report thereon

Year ended March 31, 2023



KPMG LLP

St. Andrew’s Square I
800-730 View Street
Victoria BC V8W 3Y7
Canada

Telephone 250-480-3500
Fax 250-480-3539

INDEPENDENT AUDITOR’S REPORT

To the Members of YYJ Prosperity Association (dba South Island Prosperity Partnership)

Report on the Financial Statements

We have audited the financial statements of YYJ Prosperity Association (dba South Island
Prosperity Partnership) (the Entity), which comprise:

e the statement of financial position as at March 31, 2023
e the statement of operations and changes in net assets for the year then ended
e the statement of cash flows for the year then ended

e 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 March 31, 2023, 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.

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
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.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of 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:

e 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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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 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 auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Entity to cease to continue
as a going concern.

e 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.

e 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 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 year.

Kins <X
s

Chartered Professional Accountants

Victoria, Canada
June 14, 2023



YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Statement of Financial Position

March 31, 2023, with comparative information for 2022

2023 2022
Assets
Current assets:
Cash $ 2,498,950 743,916
Accounts receivable 194,803 9,583
Prepaid expenses 17,798 15,788
2,711,551 769,287
Equipment and leasehold improvements (note 2) 5,633 12,089
$ 2,717,084 781,376
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 61,335 25,559
Deferred revenue (note 3) 2,213,032 445 411
Security deposit 575 -
2,274,942 470,970
Canada Emergency Business Account Loan (note 4) 40,000 40,000
2,314,942 510,970
Net assets:
Unrestricted 302,142 170,406
Internally restricted (note 5) 100,000 100,000
402,142 270,406
Commitment (note 6)
$ 2,717,084 781,376

See accompanying notes to financial statements.

Approved by the Board:




YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Statement of Operations and Changes in Net Assets

Year ended March 31, 2023, with comparative information for 2022

2023 2022

Revenues:
Membership dues $ 861,214 $ 855315
Grant revenue 763,458 168,972
Other income 48,433 13,585
Government assistance (note 4) - 10,000
1,673,105 1,047,872

Expenses:
Salaries and benefits 592,420 546,190
Consulting 68,341 85,782
Program advertising 67,537 85,340
Operations and occupancy 780,885 393,066
Travel and transportation 24,062 21,260
Amortization 8,124 9,395
1,541,369 1,141,033
Excess (deficiency) of revenue over expenses 131,736 (93,161)
Net assets, beginning of year 270,406 363,567
Net assets, end of year $ 402,142 $ 270,406

See accompanying notes to financial statements.



YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Statement of Cash Flows

Year ended March 31, 2023, with comparative information for 2022

2023 2022
Cash provided by (used in):
Operations:

Excess (deficiency) of revenue over expenses $ 131,736 $ (93,161)

Amortization, an item not involving cash 8,124 9,395

Forgivable portion of Canadian Emergency Business

Account Loan - (10,000)

Changes in non-cash operating working capital

Accounts receivable (185,220) 115,441
Prepaid expenses (2,010) (773)
Accounts payable and accrued liabilities 35,776 (48,569)
Deferred revenue 1,767,621 331,080
Security deposit 575 -
1,756,602 303,413
Investing:

Purchase of equipment and leasehold improvements (1,568) (8,270)
Financing:

Canadian Emergency Business Account Loan - 20,000
Increase in cash 1,755,034 315,143
Cash, beginning of year 743,916 428,773
Cash, end of year $ 2,498,950 $ 743,916

See accompanying notes to financial statements.



YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Notes to Financial Statements

Year ended March 31, 2023

South Island Prosperity Partnership (the “Society”) was incorporated on March 2, 2016 under the
Society Act (British Columbia) to facilitate and promote development of a strong, diversified economy
in South Vancouver Island. The Society is a non-profit organization under the Income Tax Act and is
exempt from income taxes, provided certain requirements of the Income Tax Act are met. The
Society transitioned to the new Societies Act (British Columbia) on April 21, 2016.

1.

Significant accounting policies:

These financial statements have been prepared in accordance with Canadian accounting
standards for not-for-profit organizations and include the following significant accounting policies:

(a)

(b)

Revenue recognition:

The Society follows the deferral method of accounting for contributions. Contributions related
to capital assets are recognized as revenue on the same basis as the amortization expense
related to these assets. Other restricted contributions are recognized in revenue in the year in
which the related expenses are incurred. Unrestricted contributions are recognized as
revenue when received or receivable and collection is reasonably assured. Membership fees
received in advance of the year to which they relate are recorded as deferred revenue.

Equipment and leasehold improvements:

Equipment and leasehold improvements are recorded at cost. Contributed assets are
recorded at fair value at the date of contribution. Amortization is provided on a straight-line
basis over the estimated useful life of the assets of 3 years.

Equipment and leasehold improvements are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Recoverability is measured by a comparison of the asset’s carrying amount to
the estimated undiscounted future cash flows expected to be generated by the asset. If the
carrying amount of the asset exceeds its estimated future cash flows, an impairment charge
is recognized for the amount by which the carrying amount of the asset exceeds the fair value
of the asset.



YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(c)

(d)

(e)

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Equity instruments that
are quoted in an active market and derivative contracts that are not designated in a qualifying
hedging relationship are subsequently measured at fair value and all changes in the fair value
are recognized in the statement of operations in the period incurred. All other financial
instruments are subsequently recorded at cost or amortized cost, unless management has
elected to carry the instruments at fair value. The Society has not made any elections to carry
financial instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured subsequently
at fair value are expensed as incurred. All other financial instruments are adjusted by
transaction costs incurred on acquisition and financing costs, which are amortized using the
straight-line method.

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 Society
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 Society 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.

Government assistance:

Government assistance related to current expenses and revenues is included in the
determination of excess of revenue over expenses for the period. Government assistance
related to capital expenditures is recorded as a reduction of the cost of the related item of
capital assets.

Forgivable loans are accounted for in the same manner as a grant at the time the Society
becomes entitled to receive the loan. The benefit of a government loan at a below-market
interest rate is accounted for as a government grant. The loan is initially measured at fair
value (discounted at a market rate of interest) and subsequently measured at amortized cost.

Use of estimates:

The preparation of financial statements 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 expenses during the year. Actual results could differ from those
estimates.



YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Notes to Financial Statements

Year ended March 31, 2023

2. Equipment and leasehold improvements:

Accumulated Net book

March 31, 2023 Cost amortization value
Furniture and fixtures $ 11,055 $ 10,412 $ 643
Computer equipment 30,918 26,028 4,890
Leasehold improvements 10,256 10,256 -
$ 52,229 $ 46,696 $ 5,533

Accumulated Net book

March 31, 2022 Cost amortization value
Furniture and fixtures $ 11,055 $ 8,524 $ 2,531
Computer equipment 29,350 19,792 9,558
Leasehold improvements 10,256 10,256 -
$ 50,661 $ 38,572 $ 12,089

3. Deferred revenue:

2023 2022

Membership dues received in advance $ 153,560 279,644
Restricted contributions 2,059,472 165,767
$ 2,213,032 445,411

Restricted contributions are comprised of

2023 2022

Balance, beginning of year $ 165,767 89,841
Restricted contributions received 2,465,000 218,180
Amount recognized as revenue (571,295) (142,254)
Balance, end of year $ 2,059,472 165,767




YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Notes to Financial Statements

Year ended March 31, 2023

4. Government assistance:

The Society received $60,000 through an interest-free Canada Emergency Business Account
(CEBA) loan to help cover operating costs during COVID-19 when revenues have been
temporarily reduced. Under this program, if the loan is repaid on or before December 31, 2023,
$20,000 will be forgiven. The funds from this loan can only be used to pay non-deferrable
operating expenses. The forgivable portion of the loan has been recognized as a government
assistance grant in the year of receipt. The total loan under the CEBA program is $60,000 of
which $20,000 is forgivable.

5. Internally restricted net assets:

The Association’s Board of Directors internally restricted $100,000 of net assets in fiscal 2022 to
be held for the purpose of contingency and economic recovery projects in progress.

6. Commitment:

The Society is committed under an operating lease for its office premises. Annual basic lease
payments excluding property taxes and operating costs are as follows:

2024 $ 23,530

7. Employee and contractor remuneration:

The BC Societies Act came into effect on November 28, 2016. The Act has a requirement for the
disclosure in the financial statements of the remuneration of directors, employees and contractors
for financial statements prepared after November 28, 2016. For employee and contractor
remuneration, the requirement is to disclose amounts paid to individuals whose remuneration was
greater than $75,000. For the year ending March 31, 2023, the Society paid remuneration of
$596,438 (2022 - $384,061) to a total of five employees and contractors (2022 - three) who
received total annual remuneration of $75,000 or greater.

8. Financial risks and concentration of risk:
(a) Interest rate risk:

Interest rate risk refers to the adverse consequences of interest rate changes in the Society's
cash flows, financial position and income. The Society is not exposed to significant interest
rate risk as its cash is invested in a bank account earning a fixed rate of interest.



YYJ PROSPERITY ASSOCIATION

(dba South Island Prosperity Partnership)

Notes to Financial Statements

Year ended March 31, 2023

8. Financial risks and concentration of risk (continued):

(b) Credit risk:

(c)

(d)

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Society deals with creditworthy counterparties to mitigate the
risk of financial loss from defaults. The Society monitors the credit risk of customers through
routine review of outstanding receivables.

Liquidity risk:

Liquidity risk is the risk that the Society will be unable to fulfill its obligations on a timely basis
or at a reasonable cost. The Society manages its liquidity risk by monitoring its operating
requirements. The Society prepares budget and cash flow forecasts to ensure it has sufficient
funds to fulfill its obligations.

Currency risk:

The maijority of the Society’s transactions are denominated in Canadian dollars, however, the
Society is exposed to foreign exchange risk on transactions denominated in currencies other
than Canadian dollars.

There has been no change to the risk exposure from 2022.

9. Comparative information:

Certain comparative information has been reclassified to conform with the financial statement
presentation adopted in the current year.



