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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Fortius Foundation

Opinion

We have audited the financial statements of Fortius Foundation (the Entity), which
comprise:

•

the statement of financial position as at May 31 , 201 9

•

the statement of operations and changes in net assets (deficiency) for the period from

October 1, 2018 to May 31, 2019
•

the statement of cash flows for the period from October 1, 2018 to May 31, 2019

•

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 May 31, 2019 and its results of operations
and its cash flows for the period from October 1, 2018 to May 31, 2019 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
“Auditors' 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.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the financial statements, which indicates that the Entity has
a working capital deficiency of $16,651,976 and is in non-compliance with certain financial
covenants as at May 31, 2019.

As stated in Note 1 In the financial statements, these events or conditions, along with other
matters as set forth in Note 1 in the financial statements, indicate that a material uncertainty
exists that may cast significant doubt on the Entity's ability to continue as a going concern.
Our opinion is not modified in respect of this matter.
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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.

Auditors’ 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 auditors' 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:

•

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.
•

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.
•

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

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 auditors' 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 auditors’

report. However, future events or conditions may cause the Entity 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 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.

Chartered Professional Accountants
Vancouver. Canada
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FORTIUS FOUNDATION
Statement of Financial Position
May 31,
2019

September 30,
2018

Assets
Current assets:

146,190
202,500

196,603
1,728
10,045
400,354

362,190

608,730

502,636
635,171
78,943
41,333,899

680,537
80,000
42,847,795

$ 42,912,839

$ 44,217,062

$

Cash

11,604

$

1,896

Investments
Accounts receivable
Due from related party (note 9(a))

Restricted cash (note 6(b))
Prepaid land lease (note 3)

Prepaid deferred financing fee (note 6(b))
Capital assets (note 4)

Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities (note 5)

Current portion of mortgage loans (note 6)
Current portion of long-term debt (note 7)

Long-term liabilities:
Long-term debt (note 7)

$

574,906
16,000,000

727,439
15,268,409

$

439,260

60,000

17,014,166

16,055,848

2,672,310

Asset retirement obligation (note 8)

2.261,360
785,829

Notes payable to related parties (note 9(b))

4,232,636

711,973
3,630,000

24,293,991

23,070,131

18,618,848

21,146,931

$ 42,912,839

$ 44,217,062

Net assets

,

Nature of operations and going concern (note 1)
Economic dependence (note 11(d))

See accompanying notes to financial statements.

Approved on behalf of the Board:

Director

1
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FORTIUS FOUNDATION
Statement of Operations and Changes in Net Assets (Deficiency)

Revenue:
Lease and other income (note 1 0)
Less provision on lease revenue (note 10)

Eight month
period ended

Year ended

May 31 ,

September 30,

2019

2018

$

1,992,840

(1,733,333)

Net lease and other revenue
Contributions and donations
Investment and miscellaneous income

$

3,052,354
(2,652,000)

269,507

400,354

50,799

74,908,149

200

200

310,506

75,308,703

73,856

32,810
13,627
2,486,752

Expenses:

Accretion of asset retirement obligation (note 8)

Administration

7,849
1,517,219
45,368

Amortization of capital assets
Amortization of prepaid land lease (note 3)

53,250

68,052
1,147.718
97,056

101,745
603,535

137,581
2,233,617

Bad debt (note 9(a))
Donations
Insurance
Interest and loan fees
Professional fees
Property taxes
Salaries and benefits

100,395

367,288

236,735
98,806

400,354
186,593

2,838,758

7,170,448

Excess (deficiency) of revenue over expenses

before the undernoted

(2,528,252)

Unrealized gain (loss) on investments

169

68,138,255
(5,856)

Excess (deficiency) of revenue over expenses

(2,528,083)

68,132,399

Net assets (deficiency), beginning of period

21,146,931

(46,985,468)

Net assets, end of period

$ 18,618,848

See accompanying notes to financial statements.
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$ 21,146,931
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FORTIUS FOUNDATION
Statement of Cash Flows

Eight month
period ended

Year ended

May 31,

September 30,

2019

2018

Cash provided by (used in):
Operating:

Excess (deficiency) of revenue over expenses
Adjustments for:

$

Amortization of capital assets
Amortization of prepaid land lease
Accretion of asset retirement obligation

(2,528,083)

$ 68,132,399

1,517,219

2,486,752

45,368

68,052
32,810

73,856
(169)

Unrealized loss (gain) on short-term investments
Interest on loans and notes payable
Bad debt expense

5,856
2,231,588
1,199,718

603,535

Amortization of deferred financing fee

1,057

Changes in non-cash operating working capital:

Accounts receivable

(1,346)
1,060,900
(1,600,072)

(136,145)

Prepaid interest
Due from related parties

197,854

Accounts payable and accrued liabilities

(152,534)

257,326

(378,042)

73,873,983

Investments:
(32,970)

(3,323)

Purchase of capital assets
Increase in restricted cash

(502,636)

Financing:
Repayment of mortgage loan
Proceeds from mortgage loan
Issuance of long term debt

(15,268,409)

(26,780,291)

16,000,000

Payment of interest
Repayment of long-term debt

750,000
(7,334,028)

(603,535)

(31,690)

Proceeds (repayment) of notes payable from (to) related party

(15,945,662)
(24,462,862)
(80,000)

100,000

Payment of financing fees
issuance of loans to related party

502,636
699,002

Decrease in cash

(73,852,843)

(184,999)

Cash, beginning of period

(11,830)

196,603

Cash, end of period

$

See accompanying notes to financial statements.

3

11,604

208,433
$

196,603
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FORTIUS FOUNDATION
Notes to Financial Statements

For the period from October 1, 2018 to May 31, 2019

1,

Nature of operations and going concern:

Fortius Foundation (the "Foundation") was incorporated under the Canada Not-For-Profit
Corporations Act on October 18, 2007 under the name Multisport Centre of Excellence

Foundation and during the 2012 fiscal year changed its name to Fortius Foundation, As a
registered charity, the Foundation is exempt from tax under the Income Tax Act.

On December 17, 2018, the Foundation received approval from the Canada Revenue Agency to
change its year-end from September 30 to May 31 starting with the fiscal period ending May 31 ,
2019. Accordingly, these financial statements present the fiscal period from October 1, 2018 to
May 31, 2019 with comparative information for the fiscal period from October 1, 2017 to
September 30, 2018.
The Foundation has an integrated sports medicine, science and athlete training and development

facility (the "Athlete Development Centre") located In Burnaby, British Columbia, which Is held to
generate ongoing passive investment income for use by the Foundation to' support other
registered charities and qualified donees. The Foundation entered into an agreement to lease the
Athlete

a

to

party related by virtue of common Board membership.

These financial statements have been prepared using Canadian accounting standards for not-forprofit organizations applicable to a going concern, which assumes that the Foundation will
continue operations for the foreseeable future and be able to realize its assets and settle its
liabilities in the normal course of operations.

The Foundation has a working capital deficiency of $16,651,976 as at May 31, 2019, and incurred

deficiency of revenue over expenses of $2,528,083 and used cash flow in operations of $378,042
for the period from October 1, 2018 to May 31, 2019. The Foundation is dependent largely on
donations to fund its operating expenses and will have a deficiency of revenue over expenses in

future years unless it can continue to raise sufficient donations or collect its rental revenues.
During the period from October 1, 2018 to May 31, 2019, the Foundation had not complied with

mortgage loan and^^B

(he financial covenants associated with the

has not waived this non-compliance (note 6(b)). In view of these circumstances, there exists a
material uncertainly that casts significant doubt about the Foundation's ability to continue as a
going concern.

The ability of the Foundation to continue as a going concern is dependent upon the continued

support of its lenders and the ability to generate revenue in excess of expenses and positive cash
flows from operations.

If the going concern basis was not appropriate for these financial statements, then adjustments
would be necessary to the carrying values of assets and liabilities, the reported revenue and
expenses, and the balance sheet classification used.

4
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)

For the period from October 1 , 201 6 to May 31 , 201 9

2.

Significant accounting policies:

These financial statements have been prepared by management in accordance with Canadian

Accounting Standards for not-for-profit organizations in Part III of the CPA Canada Handbook Accounting. The significant accounting policies are as follows:
(a) Revenue recognition:

The Foundation follows the deferral method of accounting for contributions, which include
donations and grants.

Externally restricted contributions are initially deferred and recognized as revenue in the year

In which the related expenses are recognized. Unspent amounts are included in deferred
revenue and contributions, Unrestricted contributions are recognized as revenue when

received or receivable if the amount to be received can be reasonably estimated and
collection is reasonably assured.

Revenue from fees and rental contracts is recognized when the services are provided. Rental
revenue includes all amounts earned from tenants related to lease agreements which are
recognized on a straight-line basis over the term of the lease.

Restricted investment income Is initially deferred and recognized as revenue In the year in
which the related expenses are recognized. Unrestricted investment income is recognized as
revenue when earned.
(b) Capital assets:

Capital assets are recorded at cost less accumulated amortization.
Interest is capitalized whenever external debt is issued to finance the construction of capital

assets. During the period ended May 31, 2019 and year ended September 30, 2019, no
interest was capitalized to capital assets.

Capital assets are amortized, commencing the date they are available for Use, over their

estimated useful lives on the following basis:
Asset

Basis

Athlete Development Centre

Straight-line
Straight-line
Straight-line

Field turf
Furniture and fixtures
Information technology infrastructure
Specialized medical equipment
Fitness equipment
Hydrotherapy equipment
Computer software and hardware
Bedding and appliances
Telecommunications equipment

Declining balance

Straight-line

5

Rate
25 years
13 years
10 years

20%
5 years

Straight-line
Straight-line
Declining balance
Straight-line

5 years

Declining balance

20%

5 years

20%
5 years
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1, 2018 to May 31, 2019

2.

Significant accounting policies (continued);

(b) Capital assets (continued):

Land is not amortized. Equipment under capital lease is amortized over the lesser of its
useful life or the expected term of the lease.

When a capital asset no longer contributes to the Foundation's ability to provide services, its
carrying amount is written down to its residual value.
(c) Asset retirement obligation:

The Foundation recognizes an asset retirement obligation where a reasonable estimate of
the fair value of the obligation can be determined. The Foundation estimates fair value by
determining the current market cost required to settle the asset retirement obligation,

adjusted for inflation through to the expected date of settlement, which is discounted to its
present value. The resulting annual expense is referred to as accretion expense. The
Foundation reviews changes in the amounts and timing of estimated future cash flows

underlying the fair value measurement on a periodic basis,
(d) Financial instruments:
Financial instruments are recorded at fair value on initial recognition. 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. The Foundation has elected to carry all its short

term 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 carried at cost or amortized cost 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 Foundation 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, (he 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 Foundation 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.

6
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1, 2018 to May 31, 2019

Significant accounting policies (continued);

2.

(e) 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 dates of the financial statements and the reported

amounts of revenue and expenses during the reporting periods. Areas subject to significant
estimates include valuation of accounts receivable and due from related parties, useful lives

for amortization of capital assets, assessment of going concern assumption and valuation of
asset retirement obligation. Actual results could differ from these estimates.
(f)

Related party transactions;

Monetary related party transactions and non-monetary related party transactions that have
commercial substance are measured at the exchange amount when they are in the normal
course of business, except when the transaction is an exchange of a product or property held
for sale in the normal course of operations. Where the transaction is not in the normal course

of operations, it is measured at the exchange amount when there is a substantive change in
the ownership of the item transferred and there is independent evidence of the exchange
amount.

All other related party transactions are measured at the carrying amount.

Prepaid land lease:

3.

.

Prepaid land lease relates to the prepayment of $1,361,060 in 2008 on an operating lease for
land and land improvements with the City of Burnaby on which the field turf is constructed. The
prepayment is recognized as an expense on a straight-line basis over the term of the lease, being

20 years, ending February 22, 2028.

7
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1, 201 8 to May 31, 2019

4.

Capital assets:

Accumulated
Cost
Land
Athlete Development Centre
Field turf
Furniture and fixtures
Information and technology

$

infrastructure
Specialized medical equipment
Fitness equipment
Hydrotherapy equipment
Computer software and hardware

Bedding and appliances
Equipment Under capital lease
Telecommunications equipment
$

5.

3,098,439

$

$
11,837,205

1,529,490
672,647
550,035
283,582
298,317
93,483
9,763
4,911

1,136,018
647,187
542,781
283,582
210,796
75,882
7,424
4,206

57,953,557

867,284
1,005,293

$ 16,619,658

September 30,
2018

Net book

Nel book
value

value

amortization

48,636,319
1,118,422
1,658,149

May 31 ,
2019

251,138
652,856

3,098,439
38,094,898
274,732
763,125

391,472
25,460
7,254

451,698
32,137
12,411

87,521

95,794

17,601

21,049
2,699
813

3,098,439
36,799,114

$

2,339
705

$

41,333,899

$

42,847,795

Accounts payable and accrued liabilities:

Included in accounts payable and accrued liabilities are government remittances payable of
$49,329 (September 30, 201 8 -$11,182) relating to federal and provincial sales taxes.

6,

Mortgage loans:
May 31,
2019
mortgage loan

(a)

$ 15,268,409

$

(b)

September 30,
2018

16,000,000

Less current portion of mortgage loan

16,000,000

15,268,409

16,000,000

15,268,409

$

$

mortgage loan:

(a)

mortgage loan was

The

on

multiple occasions resulting in a loan amount of $26,420,000 and an interest rate of 8%. On
January 16, 2018, the ^mortgage loan was partially repaid by virtue of multiple

charitable donations. On October 3, 2018, the remaining ^mortgage loan was fully

repaid with ihe^^J credit facility (note 6(b)).

8
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1, 2018 to May 31, 2019

6.

Mortgage loans (continued);

(b)^^Hcredit facility:

On July 12. 2018, the Foundation entered into an agreement with^^H~his agreement
included $16,000,000 term loan facility to repay any outstanding amounts for the|H|^|
mortgage. The amortization period of the loan is 25 years from the initial draw down, inclusive
of interest-only period of 24 months from initial draw down. During the interest only period,
the loan bears a floating interest rate at prime plus 1.5%. Interest is calculated monthly in
arrears and is payable on the last day of the month. During the amortization period after the
interest- only period the loan bears interest at a fixed rate that will be decided in future

periods, with blended payments comprising of principal and interest in arrears, on the last day
of each month. The amount of the payment will be initially determined based on the loan
amount, amortization and interest rate In effect at the time of the advance, subject to review

at^msole discretion.
At the time the facility was signed, the Foundation paid fees of $80,000 associated with this
facility that was set up as a prepaid deferred financing fee. This fee is to be amortized over
the term of the loan.
On October 3, 2018, the Foundation drew on this facility in the amount of $16,000^000 to

repay the

mortgage loan. During fiscal 2019, $502,636 was deposited with^H as

restricted cash in a savings account as collateral for the loan (note 9(b)).
This loan contains a covenant stating that the current ratio be maintained at greater than or
equal to 1.2:1 on quarterly basis. As at May 31 , 201 9, the Foundation did not comply with the

covenant and is in breach for the quarters ended November 30, 2018, February 28, 2019 and
May 31, 2019.

has not waived any defaults and events of default arising from the

breaches of covenant. Accordingly, the loan from ^^|has been classified as a current
liability.

On July 12, 2018,^H^HH entered into an agreement with^M- The agreements
included a $1,000,000 line of credit facility. The

is an unlimited guarantor over the

credit facilities of the Foundation and

The Foundation, as well as other guarantors of the indebtedness, would be required to
perform under each of the guarantees if the lender demanded accelerated or immediate
repayment of amounts due and the guaranteed party was unable to meet the demands.
There are no recourse provisions that would enable the Foundation to recover amounts paid

under the guarantees, and the Foundation does not hold or have access to any collateral to
be applied against amount paid.
This facility contains a covenant stating that the current ratio be maintained at greater than or

equal to 1.2:1 on quarterly basis. As at May 31 , 2019, the Foundation and the guarantors did
not comply with the covenant and is in breach for the quarters ended November 30, 2018,

February 28, 2019 and May 31, 2019. IMihas not waived any defaults and events of
default arising from the breaches of covenant. The guarantees are subject to periodic credit
reviews of the borrowers by IMAs at May 31, 2019, the credit facility was $832,035.

9
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1 , 201 8 to May 31 ,2019

7.

Long-term debt:

Loans payable to^^^^M

(a)

Promissory note payabl^o]

(b)

$

Less current portion of long-term debt

$

May 31 ,

September 30,

2019

2018

2,261,360

$

2,253,050

439,260

479,260

2,700,620

2,732,310

439,260

60,000

2,261,360

$

2,672,310

Loans payable

Loans payable to|||^|is comprised of two amounts.
(i)

On May 7, 2013, the Foundation entered into a loan agreement

pursuant to

which the Foundation received an interest bearing loan of $500,000 to be used to fund

construction costs and purchase of furniture and fixtures for the Athlete Development
Centre, as well as, to fund the customization of

software. The loan is secured by a third mortgage on the Athlete Development Centre.
The entire loan principal was repayable at the initial maturity date of May 7, 2018, with
interest on the loan accrued monthly. In fiscal 2017, the Ioan was extended on the same
terms to a maturity date of May 7, 2023.

The loan bears interest at a simple interest rate of 5% per annum calculated monthly.
Interest accrued during the first year is payable on the maturity date. Interest accrued for
the period from the first anniversary date up to and including maturity date Is payable
monthly at a rate of 2.5% (50% of interest accruing) per annum commencing on June 1,
2014, and the balance of interest accruing for that period will be deferred and payable on
the maturity date.

As at May 31, 2019, accrued Interest of $89,280 (September 30, 201 8 -$80,970) is
included in debt.

(h) The Foundation partnered with ^H|to build, integrate, and install an end-to-end
information and communication technology solution in the Athlete Development Centre.
The cost of the equipment, installation, and labour incurred was $1 ,672,080, The amount
does not bear any interest.

has agreed, in writing, not to demand repayment on

the amount payable of $1,672,080 prior to June 1, 2020, and accordingly, the amount
has been classified as a long-term liability.

10
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1, 2018 to May 31, 2019

7.

Long-term debt (continued):
note

to

On August 27, 2014, the Foundation refinanced accounts payable owing to^H^|

^HH°f $782,006 by issuing a promissory note payable to|Bil^Hfor $782,006.
The note is unsecured and bears interest at a rate of 5% per annum.

Payments were originally due in monthly blended instalments of $25,000 until June 1, 2017.
lowering monthly
The Foundation has renegotiated repayment schedule with
installment payments to $5,000 to February 1, 2020.

8.

Asset retirement obligation:

The Foundation has recorded an asset retirement obligation for future activities and costs related
to restoration of a turf field facility leased from the City of Burnaby. The total undiscounted

amount of future cash flows required to settle the obligation was estimated to be approximately
$1,100,000 which has been discounted at a rate of 4.83%.
Eight month
period ended
May 31,
2019

$

Asset retirement obligation, beginning of period

2018

$

$

Asset retirement obligation, end of period

785,829

679,163
32,810

73,856

Accretion expense

9.

711,973

Year ended
September 30,

$

711,973

Related party balances:

(a) Due from related parties:

Eight month
period ended
May 31,
2019

related by virtue of common Board membership

$

4,786,348
14,824,078

Year ended
September 30,
2018

$

(21,531,318)

(19,407,926)

Allowance for doubtful accounts

$

202,500"

5,761,083
16,170,589

$

400,354

The amounts due from related parties are advanced on an as needed basis. The related
party balances have no fixed repayment terms, do not bear interest, and are unsecured. Due

to the uncertainty of collectability from the related parties, the balances are entirely allowed
for except for amounts relating to property taxes owing from

11
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FORTIUS FOUNDATION
Notes to Financial Statements (continued)
For the period from October 1 , 20 1 8 to May 31 , 201 9

9

Related party balances (continued):

(b) Notes payable to related parties:
May 31,
2019

(0

Imladris Foundation
Director of the Foundation

$

(»)
$

(i)

100,000
4,132,636

4,232,636

September 30,

2018

$
3,630,000
$

3,630,000

Imladris Foundation:

The notes payable to the Imladris Foundation, a related party by virtue common directors,
is interest bearing at a rate of 5% per annum, unsecured and payable on demand.
Imladris Foundation has agreed, in writing, not to demand repayment on the note prior to

June 1, 2020 and accordingly the amount has been classified as long-term liability.
(//) Director of the Foundation;

The notes payable to a director of the Foundation is comprised of two notes. The note

payable of $3,630,000 Is non-interest bearing, unsecured and payable on demand with
90-days* notice. The note payable of $502,636 is non-interest bearing and unsecured
with no set-repayment terms. This note was obtained for the purposes of secured

collateral against the H facility agreement (note 6(b)).
The director has agreed, in writing, not to demand repayment on the notes prior to June
1, 2020 and accordingly, these amounts have been classified as a long-term liability.

10, Related party transactions:
The Foundation entered into an agreement to lease the land and Athlete Development Centre,

including equipment, and sublease the field turf to the ^^^^^The term of the lease is
20 years, expiring April 20, 2033. The agreed-upon basic rent for the year ended April 30, 2014,

is $2,100,000 per annum, for the year ended April 30, 2015 is $2,200,000 per annum, and for the
8 year term from May 1, 2015 to and including April 30, 2023 is $2,600,000 per annum. The basic

rent for the remaining 10 year term from May 1, 2023 to April 30, 2033 is to be determined by

mutual agreement. The HH|is required to pay all business and other taxes, cleaning and
utility charges relating to the Athlete Development Centre.
During the period from October 1, 2018 to May 31, 2019, the Foundation was owed lease
payments of $1,733,333 and amounts for property taxes of $259,507 from the
ended September 30, 2018 - $2,652,500 and $400,354, respectively). Due to uncertainty in
collectability, the lease revenue was not recognized in the financial statements.

From time to time the Foundation will transfer funds to and from the

and the Institute

on an as-needed basis. These amounts are non-interest bearing with no set repayment terms.
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11. Financial risks:

The significant financial risks to which the Foundation is exposed are interest rate risk, liquidity

risk and market risk. Management is of the opinion that there are no material changes in these
risks over the prior year.
(a) Interest rate risk:

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates on floating rates or near-term maturity

debt instruments. As the loans payable tom^|is due In May 2023 and them loan is
subject to evaluation in October 2020, there is interest rate risk in the form of future cash
flows relating to their refinancing. Interest rate risk arises from the possibility that changes in
interest rates will affect the fair value of financial instruments on fixed rates.
(b) Liquidity risk:

Liquidity risk is the risk that the Foundation will encounter difficulty in meeting obligations

associated with financial liabilities. The Foundation is exposed to liquidity risk arising primarily
from accounts payable and accrued liabilities, interest and debt repayment obligations. The
Foundation's ability to meet obligations depends on donations and lease revenue collections,

and obtaining additional financing (note 1).

(c) Credit risk:
Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Foundation leases the land and Athlete Development Centre

to the

which there is a risk of collection from the

(d) Economic dependence;
The Foundation is economically dependent on the lease revenue from its head lease to lhe
|^^|^^|The ability of the Foundation to continue as a going concern is dependent upon

the continued support of its lenders, and the ability of the Foundation to obtain alternate
sources of financing and to generate positive cash flow from operations.
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