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INDEPENDENT AUDITORS' REPORT

To the Members of Ontario Society for the Prevention
of Cruelty to Animals

We have audited the accompanying financial statements of Ontario Society for the
Prevention of Cruelty to Animals, which comprise the statement of financial position as
at December 31, 2016, the statements of operations and 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' 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 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 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 qualified audit opinion.

KPMG LLP, is a Canadian limited liability partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity.
KPMG Canada provides services to KPMG LLP.
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Basis for Qualified Opinion

In common with many not-for-profit organizations, Ontario Society for the Prevention
of Cruelty to Animals derives revenue from donations and fundraising, the
completeness of which is not susceptible to satisfactory audit verification.
Accordingly, verification of these revenues was limited to the amounts recorded in the
records of Ontario Society for the Prevention of Cruelty to Animals. Therefore, we
were not able to determine whether, as at and for the years ended December 31,
2016 and December 31, 2015, any adjustments might be necessary to donations and
fundraising and excess (deficiency) of revenue over expenses and distributions
reported in the statements of operations, excess (deficiency) of revenue over
expenses and distributions reported in the statements of cash flows and current
assets and fund balances reported in the statements of financial position. This caused
us to qualify our opinion on the financial statements as at and for the year ended
December 31, 2015.

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 Ontario Society for the Prevention of Cruelty to
Animals as at December 31, 2016, 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.

Kins 48
T

Chartered Professional Accountants, Licensed Public Accountants

April 22, 2017
Vaughan, Canada



ONTARIO SOCIETY FOR THE PREVENTION OF

CRUELTY TO ANIMALS

Statement of Financial Position

December 31, 2016, with comparative information for 2015

2016 2015
Assets
Current assets:
Cash and cash equivalents $ 2,817,123 $ 6,115,526
Short-term investments (note 2) 7,145,308 6,040,211
Accounts receivable (note 3) 1,647,027 2,022,832
Inventory 40,662 32,954
Prepaid expenses 285,396 266,842
11,935,516 14,478,365
Investments (note 2) 3,507,412 2,832,747
Capital assets (note 4) 13,976,465 14,134,812
$ 29,419,393 $ 31,445,924
Liabilities and Fund Balances
Current liabilities:
Accounts payable and accrued liabilities (note 5) $ 1,777,258 $ 1,966,585
Deferred revenue 63,508 88,258
1,840,766 2,054,843
Fund balances (note 6):
Provincial 27,578,627 29,391,081
Commitments (note 7)
Guarantees (note 10)
Contingencies (note 11)
$ 29,419,393 $ 31,445,924

See accompanying notes to financial statements.

On behalf of the Board:

(/%

Director

Director




ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Statement of Operations and Changes in Fund Balances

Year ended December 31, 2016, with comparative information for 2015

2016 2015
Provincial Regional
Fund Fund Total Total
Revenue:
Donations and fundraising $ 5,032,673 $ 2,013,108 $ 7,045,781 $ 7,074,389
Provincial grants 5,296,872 45,839 5,342,711 5,580,455
Shelter and veterinary 1,486,190 1,423,315 2,909,505 2,836,790
Municipal contract fees - 2,742,612 2,742,612 2,711,499
Other 154,482 400,380 554,862 461,605
Investments (note 2) 276,719 10,632 287,351 361,697
12,246,936 6,635,886 18,882,822 19,026,435
Expenses:
Animal care and protection 5,772,451 10,260,737 16,033,188 14,989,571
General 3,953,895 - 3,953,895 3,094,283
Fundraising 1,980,927 143,720 2,124,647 2,050,767
Amortization 435,345 501,063 936,408 919,881
Communication and
education services 852,258 18,350 870,608 762,219
Interest and bank charges 126,142 29,806 155,948 163,782
13,121,018 10,953,676 24,074,694 21,980,503
Distributions:
Grants to Ontario Society for
the Prevention of Cruelty
to Animals affiliates and
Humane Societies in
other provinces (note 8) 1,136,333 - 1,136,333 1,809,241
Deficiency of revenue over
expenses and distributions
before legacies (2,010,415) (4,317,790) (6,328,205) (4,763,309)
Legacies 3,489,496 1,026,255 4,515,751 5,741,520
Excess (deficiency) of revenue
over expenses and distributions 1,479,081 (3,291,535) (1,812,454) 978,211
Fund balances, beginning of year 29,391,081 - 29,391,081 28,412,870
Transfer between funds (note 6) (3,291,535) 3,291,535 — —
Fund balances, end of year $ 27,578,627 $ - $ 27,578,627 $ 29,391,081

See accompanying notes to financial statements.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Statement of Cash Flows

Year ended December 31, 2016, with comparative information for 2015

2016 2015
Cash provided by (used in):
Operating activities:
Excess (deficiency) of revenue over expenses
and distributions $ (1,812,454) $ 978,211
Items not involving cash:
Amortization 936,408 919,881
Net realized gain on sale of investments (25,298) (26,219)
Unrealized gain on investments (22,405) (131,554)
Loss (gain) on sale of capital assets 6,783 (6,852)
Change in non-cash operating working capital:
Accounts receivable 375,805 (149,774)
Inventory (7,708) 13,090
Prepaid expenses (18,554) (40,267)
Accounts payable and accrued liabilities (189,327) (41,165)
Deferred revenue (24,750) (81,817)
(781,500) 1,433,534
Investing activities:
Increase in investments (1,732,059) (1,043,357)
Additions to capital assets (797,860) (955,493)
Proceeds from sale of capital assets 13,016 31,508
(2,516,903) (1,967,342)
Decrease in cash and cash equivalents (3,298,403) (533,808)
Cash and cash equivalents, beginning of year 6,115,526 6,649,334
Cash and cash equivalents, end of year $ 2,817,123 $ 6,115,526
Represented by:
Cash $ 1,817,123 $ 3,865,526
Cash equivalents 1,000,000 2,250,000

$ 2,817,123 $ 6,115,526

See accompanying notes to financial statements.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements

Year ended December 31, 2016

Ontario Society for the Prevention of Cruelty to Animals ("Ontario SPCA") was founded in 1873 and
was incorporated under special legislation in 1919 within the OSPCA Act and as later amended.

The purpose of Ontario SPCA is to promote the prevention of cruelty to animals, based upon the
principle that no one has the right to cause unnecessary pain or suffering to any animal, and to work
within the law and in cooperation with the government and public, in order to improve conditions for
animals, while maintaining a balanced sensitivity towards both animal and human needs.

Ontario SPCA is registered as a charitable organization under the Income Tax Act (Canada)
(the "Act"). As such, Ontario SPCA is exempt from income taxes and is able to issue donation
receipts for income tax purposes. In order to maintain its status as a registered charity under the Act,
Ontario SPCA must meet certain requirements within the Act. In the opinion of management, these
requirements have been met.

1. Significant accounting policies:

These financial statements include the accounts of the provincial office of Ontario SPCA and its
regional Animal Centres. The financial statements do not include the accounts of affiliated
societies (note 8).

The financial statements have been prepared by management in accordance with Canadian
accounting standards for not-for-profit organizations in Part Ill of the Chartered Professional
Accountants of Canada Handbook.
(&) Fund accounting:
Ontario SPCA follows the restricted fund method of accounting for contributions.
(i) Provincial Fund:
The Provincial Fund accounts for provincial animal care and protection services, the
provincial spay/neuter veterinary clinic(s), as well as provincial communication services

(humane education, publication, etc.), provincial fundraising, human resources, finance
and information technology.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

1.

Significant accounting policies (continued):

(b)

(©)

(ii) Regional Fund:
The Regional Fund accounts for Ontario SPCA Animal Centres fundraising activities
(including thrift shops), regional animal protection services, regional humane education
initiatives and regional animal facilities.

Revenue recognition:

Ontario SPCA recognizes revenue from fundraising efforts, donations, legacies and from

shelter and veterinary operations when funds are received. Deferred revenue represents

fees received in advance of services rendered.

Donations and legacies received in the form of marketable securities are recorded at their
fair market value at the time of receipt.

Endowment contributions are recognized as revenue of the applicable fund in the year in
which they are received.

Grants received for specific purposes, for which there is no restricted fund established, are
recognized when the grant specifications have been met.

Revenue from various municipal contracts is recorded as amounts are earned through the
provision of service.

Investment revenue includes interest income, net realized gain on sale of investments and
the net change in unrealized gain on investments for the year.

Cash and cash equivalents:

Ontario SPCA considers deposits in banks, certificates of deposit and short-term
investments with original maturities of three months or less as cash and cash equivalents.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

1.

Significant accounting policies (continued):

(d) Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding
derivative instruments that are not in a qualifying hedging relationship and equity
instruments that are quoted 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. Ontario SPCA has elected
to carry its pooled fund investments 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, Ontario
SPCA 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 Ontario SPCA 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.

The unrealized gain or loss on investments, being the difference between book value and
carrying value, is included in investment revenue in the statement of operations and
changes in fund balances.

Fair values of investments are determined as follows:
(i) Pooled fund investments represent Ontario SPCA's proportionate share of the

underlying net assets of the Toronto Foundation Fund, at fair values determined using
closing market prices.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

1.

Significant accounting policies (continued):

(e)

()

(i) Guaranteed investment certificates ("GICs") maturing within a year are stated at
amortized cost, which together with accrued interest income approximate fair value
given the short-term nature of these investments.

The fair values of other financial assets and liabilities, being cash and cash equivalents,
accounts receivable and accounts payable and accrued liabilities, approximate their
carrying values due to the relatively short-term nature of these financial instruments.

Capital assets:

Purchased capital assets are stated at acquisition cost and are amortized over their useful
lives. Amortization is provided using the following methods and annual rates:

Asset Basis Rate
Buildings Declining balance 2%
Furniture and fixtures Declining balance 20%
Automotive equipment Declining balance 30%
Computers Straight line 33%
Leasehold improvements Straight line Term of lease

Capital purchases under $1,000 are expensed when incurred.
Donations-in-kind:

Donated materials, services and capital assets are recorded at fair value in the period
received when a fair value can be reasonably estimated and when the materials, services
and capital assets would be paid for if not donated. A substantial number of volunteers
have made significant contributions of their time to Ontario SPCA. Since these services
are not normally purchased by Ontario SPCA and because of the difficulty of determining
their fair value, donated services for volunteer activities are not recognized in the financial
statements.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

1.

Significant accounting policies (continued):
(9) 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. Significant items subject to such
estimates and assumptions include allowance for doubtful accounts, the carrying amount of
capital assets, accounts payable and accrued liabilities, and disclosure of contingencies.
Actual results could differ from those estimates.

Investments:

2016 2015

Short-term:
GICs, measured at amortized cost $ 7,145,308 $ 6,040,211
Long-term:
Pooled fund investments with the
Toronto Foundation, measured
at fair value 3,507,412 2,832,747

$ 10,652,720 $ 8,872,958

The GICs produce a weighted yield to maturity of 1.52% (2015 - 1.57%) and mature in 2017.

Included in investment revenue are net realized gain on sale of investments of $25,298 (2015 -
$26,219) and unrealized gain on investments of $22,405 (2015 - $131,554).



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

3. Accounts receivable:

2016 2015

Ministry funding receivable $ 951,050 $ 1,176,676
Accounts receivable 302,678 448,317
Harmonized sales tax 270,719 248,825
Other 134,034 149,014
1,658,481 2,022,832

Less allowance for doubtful accounts 11,454 -

$ 1,647,027 $ 2,022,832

On April 1, 2015, the Minister of Community Safety and Correctional Services (the "Ministry")
and Ontario SPCA entered into an agreement to provide Ontario SPCA with total funding of
$11,000,000 over a two-year period, not exceeding $5,500,000 per year. The funding must be
used towards delivering long-term, province-wide, effective, efficient and sustainable animal
welfare law enforcement services, as well as improved governance and accountability of
Ontario SPCA.

For the year ending December 31, 2016, Ontario SPCA incurred total expenditures of
$5,274,374 (2015 - $5,474,805) and recognized $5,274,374 (2015 - $5,474,805) into revenue.
Revenue consists of $4,323,324 (2015 - $4,298,129) of funding received by the Ministry in the
current year and $951,050 (2015 - $1,176,676) receivable from the Ministry for expenditures
incurred during the year.

On March 7, 2017, the Ontario SPCA received a further $2,200,000 in funding from the
Ministry.



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

3. Accounts receivable (continued):

A breakdown of funding received and expenditures and distributions incurred by funding period

and years ended December 31, 2016 and 2015 are as follows:

Funding period

April 1, 2015 to
March 31, 2016

April 1, 2016 to
March 31, 2017

2016

2015

Ministry funding receivable,

beginning of period/year $ - $ - $ (1,176,676) $ (1,201,871)
Funding received 5,500,000 3,300,000 5,500,000 5,500,000
Expenditures and

distributions (5,500,000) (4,251,050) (5,274,374) (5,474,805)
Ministry funding receivable,

end of period/year $ — $ (951,050) $ (951,050) $ (1,176,676)

The funding period from April 1, 2016 to March 31, 2017 includes funding received and
expenditures and distributions incurred for the period from April 1, 2016 to December 31, 2016.

4, Capital assets:

2016 2015

Accumulated Net book Net book

Cost  amortization value value

Land and improvements $ 1,641,158 % - $ 1,641,158 $ 1,641,566
Buildings 13,672,876 3,059,313 10,613,563 10,687,740
Furniture and fixtures 2,161,003 1,727,043 433,960 492,083
Automotive equipment 2,116,325 1,295,408 820,917 832,978
Computers 1,375,437 1,099,601 275,836 198,727
Leasehold improvements 613,944 422,913 191,031 281,718
$ 21,580,743 $ 7,604,278 $ 13,976,465 $ 14,134,812

5. Accounts payable and accrued liabilities:

Included in accounts payable and accrued liabilities are government remittances payable of
$156,204 (2015 - $155,986), which includes amounts payable for harmonized sales tax and

payroll-related taxes.

10



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

6. Fund balances:

Fund balances comprise the following:

2016 2015
Invested in
capital Externally
assets restricted  Endowment Unrestricted Total Total
Provincial $ 7,399,683 $ 229,378 $ 6,619 $ 19,942,947 $ 27,578,627 $ 29,391,081
Regional 6,576,782 74,383 621,891 (7,273,056) - -

$ 13,976,465 $ 303,761 $ 628510 $ 12,669,891 $ 27,578,627 $ 29,391,081

These endowment funds are included as part of the investment balance.

On an annual basis, any deficiency in the Regional Fund will be funded from the Provincial
Fund.

7. Commitments:

Ontario SPCA has lease commitments for buildings and office equipment which expire at
various dates. Future minimum lease commitments are as follows:

2017 $ 94,000
2018 60,500
2019 25,100
2020 21,800
2021 20,200

$ 221,600

Ontario SPCA has a letter of credit outstanding in the amount of $5,485 (2015 - $5,485) relating
to construction holdbacks to the City of Bracebridge.

11



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

10.

Related organizations:

Class A members, which are local societies in various communities across Ontario, are
affiliated with Ontario SPCA. Each affiliate operates autonomously and is independently
incorporated. Representatives from some affiliates are members of Ontario SPCA Board of
Directors.

During the year, $1,046,913 (2015 - $1,735,660) in grants/disbursements of designated gifts to
Ontario SPCA affiliates were recorded and paid in these financial statements. Ontario SPCA
also paid $20,446 (2015 - $135,669) in legal fees on behalf of the affiliates.

Ontario SPCA provides safety equipment and investigations training to their affiliates free of
charge. As such, no amounts are recorded in the financial statements for providing these
services.

Other information:

The Regional Fund's revenue and expenses include animal food and supplies, as well as
fundraising supplies and materials, and miscellaneous furniture and supplies, which are
donated and have a fair market value of $63,808 (2015 - $71,793).

Guarantees:

In the normal course of business, Ontario SPCA enters into agreements that meet the definition
of guarantees.

(a) Ontario SPCA has provided indemnities under lease agreements for the use of various
operating facilities. Under the terms of these agreements, Ontario SPCA agrees to
indemnify the counterparties for various items, including, but not limited to, all liabilities,
loss, suits and damages arising during, on or after the term of the agreement. The
maximum amount of any potential future payment cannot be reasonably estimated.

(b) Ontario SPCA indemnifies all directors for various items, including, but not limited to, all
costs to settle suits or actions due to services provided to Ontario SPCA, subject to certain
restrictions. Ontario SPCA has purchased liability insurance to mitigate the cost of any
potential future suits or actions. The amount of any potential future payment cannot be
reasonably estimated.

12



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

10.

11.

Guarantees (continued):

(©)

The nature of these indemnification agreements prevents Ontario SPCA from making a
reasonable estimate of the maximum exposure due to the difficulties in assessing the
amount of liability which stems from the unpredictability of future events and the unlimited
coverage offered to counterparties. Historically, Ontario SPCA has not made any
significant payments under such or similar indemnification agreements and, therefore, no
amount has been accrued with respect to these agreements.

During 2015, Ontario SPCA co-signed a loan agreement with a financial institution to
guarantee a loan in the amount of $800,000 for Humane Society of Durham Region
("HSDR"). Under this agreement, Ontario SPCA guarantees payment of all debts and
liabilities incurred of HSDR to the financial institution, to a maximum of $800,000. This
guarantee expires on July 31, 2018.

At December 31, 2016, HSDR had drawn $680,666 (2015 - $363,305) on the operating line
of credit.

Contingencies:

Ontario SPCA has been named as the defendant in certain legal actions, in which damages
have been sought. The outcome of these actions are not determinable as at December 31,
2016 and, accordingly, no provision has been made in these financial statements for any
liability which may result. In the event of a loss, all claims would be covered by Ontario SPCA
insurance coverage.

Ontario SPCA is involved in various legal actions that are within the normal course of
operations. In the opinion of management, any resulting liabilities are not expected to have a
material adverse effect on the financial position or net operations.

13



ONTARIO SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements (continued)

Year ended December 31, 2016

12.

Financial risks and concentration of credit risk:

Financial risk management relates to the understanding and active management of risks
associated with all areas of the business and the associated operating environment.
Investments are primarily exposed to credit, liquidity and other price and interest rate risks.
Ontario SPCA mitigates these risks with an investment policy designed to limit exposure and
concentration while achieving optimal return within reasonable risk tolerances. There has been
no change in risk exposure from the prior year.

(@)

(b)

(©

Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. Accounts receivable are subject to credit risk. Ontario SPCA
assesses, on a continuous basis, accounts receivable and provides for any amounts that
are not collectible in the allowance for doubtful accounts. Cash and cash equivalents are
held in creditworthy financial institutions.

Liquidity risk:

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

Other price and interest rate risk:

The risks associated with the investments are the risks associated with the securities in
which the funds are invested. The value of securities will vary with developments within the
specific companies or governments which issue the securities. The value of fixed income
securities will generally rise if interest rates fall and fall if interest rates rise. The value of
securities denominated in a currency other than the Canadian dollar will be affected by
changes in the value of the Canadian dollar in relation to the value of the currency in which
the security is denominated.
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