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Independent Auditor’s Report

To the Members of Karate Alberta Association,

| have audited the accompanying financial statements of the Karate Alberta Association, which comprise the statement of financial
position as at December 31, 2018 and the statements of operations and changes in net assets and statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting policies.

In my opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Karate
Alberta Association as at December 31, 2018 and the results of its operations and its cash flows for the year then ended in accordance
with Canadian accounting standards for not-for-profit organizations.

Basis for QOpinion

I conducted my audit in accordance with Canadian generally accepted auditing standards. My responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Karate Alberta Association in accordance with the ethical requirements that are relevant to my audit of the financial statements
in Canada. and 1 have fulfilled my other ethical responsibilities in accordance with these requirements. 1 believe that the audit
evidence 1 have obtained is sufficient and appropriate to provide a basis for my opinion.

Responsibilities of Munagement and Those Clharged with Gooernance 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 Karate Alberta Association’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 Karate Alberta Association or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Karate Alberta Association’s financial reporting process.

Auditor's Responsibilitics for the Awdit of the Financial Statements

My 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 my opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted 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 the Canadian generally accepted auditing standards, | exercise professional judgment
and maintain professional skepticism throughout the audit. I also:

« 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 or my 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.

« 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 Karate
Alberta Association’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis or accounting and based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast doubt on the




Karate Alberta Association’s ability to continue as a going concern. If [ conclude that a material uncertainty exists, | am
required to draw attention in my auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up to the
date of my auditor’s report. However, future events or conditions may cause the Karate Alberta Association to cease to
continue as a going concern.

+ 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.

| communicate to 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 | identify during my audit.

February 21, 2020 %2,,. J/:/M %'”K(’ o ?-C R

Dean Orlando Professional Corporation, Chartered
Professional Accountant

Cochrane, Alberta




Karate Alberta Association

STATEMENT OF FINANCIAL POSITION

As At December 31, 2018

Externally _ Total
General restricted
x fund fowds = ms. ST
Current assets
Cash (Note 2) $ 34.651 $ § 34651 § 51341
Accounts Receivable - = . {825
Grants Receivable 14,101 . 14,101 =
GST rebate receivable {471 ; 1471 8.140
Investments (Note 3} 20234 30,000 50,234 $8.938
Prepaid expenses ot 18326 o~ - 833 8,544
97,783 30.000 127.783 128.788
Long-term assets
Restricted cash (Note 2) - 4,219 4,219 63.617
Capital assets (Notes 2 and 4) 6036 22413 28.449 792
$103.819 § 56.632 $ 160451 §193.197
Current liabilities
Accounts payable and accrued liabilities $ 4386 % — $ 438 § 29220
Credit card loan 10.727 — 10,727
Deferred revenue (Note 6) 5,382 — 5.382 3317
: 20,495 — 20.493 32.537
Long-term liabilities
Deferred casino revenue (Note 6) 4.219 4219 63617
20,4935 4219 24714 G6.154
Fund balances
Externally restricted (Note 7) — 52413 66,514 792
Unrestricted 83.324 e 69,223 96.251
" - 83,324 52,413 135,737 97,043

§ 103,819 § 56,632 $ 160431 $193.197
The accompanying notes are an integral part of these financial statements.

Some figures may be rounded.
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Karate Alberta Association

STATEMENT OF FINANCIAL POSITION

As At December 31, 2018

Externally Total
General restricted
fund funds 2018 2017
Current assets
Cash (Note 2) S 34651 § — $ 34,651 $ 51,341
Accounts Receivable — — —— 1,825
Grants Receivable 14,101 - 14,101 —_
GST rebate receivable 1471 - 1.471 8,140
Investments (Note 3) 29,234 30.000 59,234 58.938
Prepaid expenses 18,326 — 18.326 8.544
97.783 30,000 127,783 128.788
Long-term assets
Restricted cash (Note 2) — 4219 4219 63.617
Capital assets (Notes 2 and 4) 6.036 22,413 28,449 792

$103.819 § 56,632 $ 160,451  § 193,197

Current liabilities

Accounts payable and accrued liabilities $ 4386 § — S 4386 § 29,220
Credit card loan 10,727 o 10,727
Deferred revenue (Note 6) 5,382 - 5,382 3.317
20,495 — 20.495 32,537
Long-term liabilities
Deferred casino revenue (Note 6) — 4,219 4219 63,617
20,495 4,219 24,714 96,154

Fund balances

Externally restricted (Note 7) — 52413 66.514 792
Unrestricted 83,324 — 69,223 96.251
83,324 52413 135,737 97,043

$103.819  § 56,632 $ 160451 $193,197
The accompanying notes are an integral part of these financial statements.

Some figures may be rounded.
APPROVED BY THE BOARD
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Karate Alberta Association

STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCES
As Al December 31, 2018

Externally restricted Total
General fund funds
2018 2017 2018 2017 2018 2017

REVENUES
Casino revenue S —- ) — $ 63,518 § 3,162 $§ 63,518 § 3,162
Memberships revenue 59,495 55.091 —_ — 59,495 55.091
Grant revenue (Note 5) 59.955 26,298 - — 59.955 26,298
Coaching revenue — — — — — -
Interest revenue 145 920 190 — 335 920
Donations revenue 400 - - —- 400 ——
Total revenues 119,995 82.309 63.708 3,162 183.703 85,471

EXPENSES
Amortization expense 129 — 1,351 2,347 1,480 2,347
Board expenses 22.851 24,731 — 2.213 22.851 26.944
Coaching clinics 8,132 16,442 - o 8,132 16.442
Honourariums expense 5,000 — — — 5,000 —
Info Technology, advert 3,116 3,050 — - 3,116 3,050
Insurance 12.170 11,934 — — 12,170 11,934
Interest & bank charges “4n 482 - 85 45 44 527
Membership expenses 31.246 33,866 — —_ 31,246 33,866
Officials 13.498 15.716 e - 13,498 15,716
Professional fees 1,600 1,738 — — 1.600 1,738
Provincial & nationals 2.094 63,386 51,486 - 53.580 63,386
Trailer storage expense 1,058 - - o 1,058 —_
Tournament expenses 1,405 (4,855) — — 1,405 (4.855)
Total expenses 102,258 166.490 52,922 4,605 155,180 171,095

Excess (deficiency) of

revenues over expenses 17,737 (84,181) 10,786 (1.443) 28.523  (85.624)

Fund balances, beginning

of year 96,251 184,466 792 (1,799) 97.043 182,667

Adjust to fund balances (20.664) 30,835 10,171

Interfund transfers (10,000) (4,034) 10,000 4,034 — —

Fund balances, end of

year $ 83324 § 96251 § 52413 $ 792  $135737 97,043

The accompanying notes are an integral part of these financial statements.
Some figures may be rounded.




Karate Alberta Association

STATEMENT OF CASH FLOW

For The Year Ended December 31, 2018

2018 2017
Operating Activities
Excess of revenues over expenses $ 28523 $ (85,624)
Iltems not affecting cash:
Amortization 1,480 2,347
Net changes in non-cash working operating balances
Prepaid expenses (9.782) 25,819
Accounts Receivable 1,825 (1,825)
Accounts Payable 14,107 (13,310)
Deferred casino revenue (59,398) 63,617
Unearned revenue 2,065 3,317
Unrestricted net assets (25,475) (34,442)
Net cash provided by (used in) operating activities $ (46,655) $ (40,101)
Investing Activities
Computers equipment mats, trailer purchases (29,137) (864)
Financing Activities
Change in cash during the year $ (75792) $ (40,965)
Cash
Cash balances, beginning of year $ 173,896 $ 214,861
Cash balances, end of year $ 098,104 $ 173,896

The accompanying notes are an integral part of these financial statements.

Some figures may be rounded.

Consists of general, internally and externally restricted cash in the bank accounts:

Cash and short-term investments-avail for operations $ 34,651 $ 51,341
Cash and short-term investments-externally restricted $ 4,219 $ 63,617
Cash and short-term investments-internally restricted $ 59,234 $ 58,938

$ 098,104 $ 173,896

The accompanying notes are an integral part of these financial statements.
Some figures may be rounded.




Karate Alberta Assaciation

NOTES TO FINANCIAL STATEMENTS
December 31, 2018

1. PURPOSE OF THE ORGANIZATION

Karate Alberta Association (the "association") is incorporated under the Business
Corporations Act of Alberta. The Association is a not-for-profit entity and is exempt
from income tax and they are registered for the Goods and Services tax rebate for
not for profit organizations.

The mission statement is as follows:
To promote cooperation and collaboration among all Karate styles through training
and competition.

The vision statement is as follows:
To be the voice that promotes growth, development and excellence of karate in
Alberta

The values are as follows:
Provide the tools and environment to facilitate success.
Conduct business ethically and honestly.
Operate in an open and transparent manner.
Provide proactive and relevant communication.
Bring a team approach to all activities.

2. CASH and RESTRICTED CASH
Cash consists of two bank aécounts.

1. The operating account is unrestricted and is part of the general fund.
2. The casino account consists of restricted funds. For purposes of compliance with
Alberta Gaming and Liquor Commission regulations for casino fundraising.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Association’s financial statements have been prepared by management in
accordance with Canadian accounting standards for not-for-profit organizations
(ANSPO). The financial statements have, in management’s opinion, been properly
prepared using careful judgment within reasonable limits of materiality and within
the framework of the significant accounting policies which are detailed as follows:

Fund accounting

The association follows the restricted method of revenue recognition and it uses
fund accounting as defined in the CPA Handbook.




Karate Alberta Association

NOTES TO FINANCIAL STATEMENTS
December 31, 2018

The General Fund accounts for the organization’s program delivery and
administrative activities. This fund reports unrestricted resources and restricted
operating grants.

The Externally Restricted Fund reports the assets, liabilities, revenues, and expenses
related to the fundraising efforts per AGLC rules and regulations for the approved
use of proceeds for the AGLC casino license.

Cash and cash equivalents

Cash consists of cash on hand and bank deposits in excess of outstanding cheques.

Capital assets

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at
fair value at the date of contribution. Amortization is taken on a straight-line basis over
the assets estimated useful lives, which are as follows:

Equipment, 33.3%, straight-line method

Trailer 20%, straight-line method

Computer hardware and software 50%, straight-line method
Mats 20%, straight-line method

The association regularly reviews its capital assets to eliminate obsolete items.
Investments

Inyestments are recorded at the lower of cost and market value, as at year-end.

Accounts payable and accrued liabilities
Amounts owing at fiscal year-end are recorded at market value, as a year-end.

Revenue recognition

Firstly, unrestricted contributions related to general operations are recognized as
revenue of the General Fund in the year in which the related expenses are incurred.
Secondly, restricted contributions, such as AGLC approved raftle revenue are
recognized as revenue of the externally restricted fund when funds are expensed on
approved uses as per the AGLC approved uses for the raffle funds.

Unrestricted contributions are recognized as revenue of the General Fund in the year
received or receivable if the amount to be recorded can be reasonably estimated and
collection is reasonably assumed.




Karate Alberta Association

NOTES TO FINANCIAL STATEMENTS
December 31, 2018

The following are recognized as revenue of the General fund:

e Investment income is recognized as revenue of the General Fund when earned.

e Registration fees and other non-gaming revenues are recognized as revenue of the
General Fund when collected.

Restricted contributions are recognized as revenue in the year in which expenses are
incurred.

Endowments are recognized as revenue in a separate restricted fund for endowments in
the year in which expenses are incurred.

Revenues and expenses related to program delivery and administrative activities are
reported in the General Fund.

Contributed services
Volunteers contribute an estimated 7,500 hours annually to assist the Association in
carrying out its service delivery activities.

Because of the difficulty of determining their fair value, contributed services are not
recognized in the financial statements.

Use of estimates

When preparing financial statements according to Canadian accounting standards for
not-for-profit organizations, I make estimates and assumptions relating to:

* « Reported amounts of revenue and expenses
« Reported amounts of assets and liabilities
« Disclosure of contingent assets and liabilities

I base my assumptions on several factors including historical experience, current events
and actions that the organization may undertake in the future, and other assumptions
that I believe are reasonable under the circumstances. Actual results could differ from
those estimates under different conditions and assumptions. I use estimates when
accounting for certain items such as useful lives of capital assets and impairment of
long-lived assets.




Karate Alberta Association

NOTES TO FINANCIAL STATEMENTS

December 31, 2018

3. INVESTMENTS

2018 2017

Guaranteed Investment Certificates (GIC’s) $ 59234 § 58938

Two GIC's exist, the first, with a principal amount of $30,000, plus interest accrued
for a total of $30,166, which is an externally restricted fund in accordance with the
AGLC approved use of proceeds. Also existing, is a second GIC in the general
account, unrestricted, in the amount of $28,936.14 plus interest accrued, for a total of
$29,068. Both GIC's are of one-year duration, maturing in February 2019.

4. CAPITAL ASSETS

Accumulated
Cost Amortization Net Book Value

2018 2017 2018 2017 2018 2017

Computer Hardware

and Software $ 8518 $ 6750 $ 698 $ 598 $1,535 $ 792
Mats 19.825 i 326 19499 s
Trailer 7.544 — 129 — 7,415 i

$ 35887 $ 6750 $ 7,438 $ 5958 $28449 $ 792

Some figures may be rounded.

5. GRANT REVENUE

Alberta Sport Connection (ASC) provided approval for two grants to the
Association during 2018 for $14,100.50 each (514,100.50 to be received after
December 31, 2018), in addition to a grant of $7,000 for Coaches and Officials and
Initiative Program, $3,500 for an Event Support Program grant and a $3,000 Women
in Sport Impact program grant for a total of $41,701.00 from ASC.

Other grants received during 2018 were from Alberta Culture and Tourism in the
amount of $18,254.00; for total grants of $59,955.00.




Karate Alberta Association

NOTES TO FINANCIAL STATEMENTS

December 31, 2018

6. DEFERRED CASINO REVENUE

Deferred casino revenue reported represents restricted casino funding received, but
not yet expensed in the current period as per the approved casino “use of funds
“agreement between the association and the AGLC. Changes in the deferred casino
revenue balance are as follows:

2018 2017
Beginning balance $ 63.617 $ -
Adjustment from prior year 4,120 -
Less: Casino proceeds received - 66,778
Recognized 63,518 3,161
Ending_; balance $ 4219 § 63,617

7. INTERFUND TRANSFERS AND INTERNALLY RESTRICTED NET ASSETS

For the year ending December 31, 2018, the Association’s board of directors made
one internal bank transfer of funds between the casino account fund and the main
general account in the net amount of $10,000 for a matching grant for mats. Also, as
at December 31, 2018, no internally restricted funds exist.

8. RELATED PARTIES

No related parties exist.

9. FINANCIAL INSTRUMENTS

The Association’s financial instruments consist of cash, investments (2 GIC's),
accounts receivable and accounts payable. Unless otherwise noted, it is my opinion
that the organization is not exposed to significant interest, currency, or credit risks
arising from these financial instruments. The fair value of the instruments
approximates their carrying values, unless otherwise noted. The organization is
exposed to financial risk that arises from the fluctuation in interest rates and in the
credit quality of its customers, and those who pay for registration.

Currency risk

The Association does not have any significant currency risks.

. Interest rate risk




Karate Alberta Association

NOTES TO FINANCIAL STATEMENTS
December 31, 2018

The Association is exposed to interest risk with respect to the following financial
instruments: Cash, restricted cash and investments.

Fair value

Cash, restricted cash, grants receivable, and accounts payable and accrued liabilities
are short-term financial instruments whose fair value approximates their carrying
values.

No long-term debt exists.




