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INDEPENDENT AUDITOR'S REPORT

To the Members of Island Community Mental Health Association

We have audited the accompanying financial statements of Island Community Mental Health Association, which
comprise the statement of financial position as at March 31, 2017 and the statements of revenues and
expenditures, changes in net assets and cash flow for the year then ended, and 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.

Auditor's 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 the auditor's 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, the auditor considers 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 audit
opinion.

Audit * Tax * Advisory
Grant Thornton LLP. A Canadian Member of Granl Thornton international Ltd
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Independent Auditor's Report to the Members of Island Community Mental Health Association  (continued)

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Island
Community Mental Health Association as at March 31, 2017 and the results of its operations and its cash flow for
the year then ended in accardance with Canadian accounting standards for not-for-profit organizations.

Report on Other Legal and Regulatory Requirements

As required by the Society Act of British Columbia, we report that, in our opinion, the accounting principles in the
Canadian accounting standards for not-for-profit organizations have been applied on a consistent basis.

Other Matter

The financial statements of Island Community Mental Health Association for the year ended March 31, 2016, were
audited by Hayes Stewart Little & Co. The partners and staff of Hayes Stewart Little & Co joined Grant Thornton

LLP subsequent to October 1, 2016.

;,..,,-74.;:::_ 4P

Victoria, BC

June 9, 2017 CHARTERED PROFESSIONAL ACCOUNTANTS
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Island Community Mental Health Association
Statement of Cash Flows
Year Ended March 31, 2017

Increase (decrease) in cash and cash equivalents

Operating
Excess (deficiency) of revenue over expenses
Gain on sale of assets
Amortization of tangible capital assets

Change in non-cash operating working
capital (Note 6)

Cash flow from (used by) operating activities

Financing
Repayment of long term debt

Cash flow (used by) from financing activities

Investing
Proceeds from sale of portfolio investments
Purchase of portfolio investments
Proceeds from sale of tangible capital asset
Purchase of tangible capital assets

Cash flow from (used by) investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Cash Flows Supplementary Information:

Interest received

Interest paid

2017 2016
(137,675) (329,494)
- (8,000)
452,152 502,944
314,477 165,450
113,062 262,626
427,539 428,076
(339,352) (322,821)
(339,352) (322,821)
= 366,195
(97,667) (264,036)
% 8,000
(33,863) .
(131,530) 110,159
(43,343) 215,414
492,171 276,757
448,827 492,171
8,397 15,982
306,901 340,465

See accompanying notes to the financial statements.



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

PURPOSE OF THE ASSOCIATION

Island Community Mental Health Association (the "Association") operates housing programs and
psycho-social rehabilitation services for persons with mental illness and substance use issues. The Association
is incorporated under the Society Act of British Columbia as a not-for-profit organization and is a registered
charity under the Income Tax Act.

The Association is dependent on the Vancouver Island Health Authority and British Columbia Housing
Management Commission ("BC Housing") to provide sufficient funding to continue day-to-day operations.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements were prepared in accordance with Canadian accounting standards for not-for-profit
organizations (ASNPQ).

Fund accounting

The Association follows the restricted fund method of accounting for contributions. The Association records
its activities in the following funds:

The Operating Fund accounts for the Association's community and housing programs. This fund reports
unrestricted contributions and restricted operating grants.

The Replacement Reserve Fund has been established in accordance with the provisions of agreements with
the BC Housing and Canada Mortgage and Housing Corporation ("CMHC") to pay for the long-term
maintenance of the buildings. Annually, investment income earned on such funds and specific contributions
received are recorded as revenue, and maintenance costs incurred as expenses of the funds..

The Capital Fund reports the assets and liabilities related to the Association's tangible capital assets.

Restricted Fund includes a number of special purpose funds which account for individually significant
contributions received for which the donor and/or the Association have specified certain uses.

Revenue recognition

Restricted contributions related to general operations are recognized as revenue of the Operating Fund in the
year in which the related expenses are incurred. All other restricted contributions are recognized as revenue
of the appropriate restricted fund.

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

Operating grant revenue is recognized in the period for which the grant is awarded. Accordingly, operating
grant contributions awarded for periods subsequent to the current year are deferred to the next fiscal year.

Investment income is recognized as earned and is allocated to operating funds, replacement reserve funds
and restricted funds.



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

Government grants

Government grants are recorded when there is a reasonable assurance that the Association has complied
with and will continue to comply with, all the necessary conditions to obtain the grants.

Donations-in-kind

The Association records donated materials, services and facilities in those cases where:
the Association controls the way they are used;
there is a measurable basis for arriving at fair value; and
the services are essential services, which would normally be purchased and paid for if not donated.

Because of the difficulty of compiling and valuing volunteer hours, contributed services, where a fair market
value has not been established, are not recognized in the financial statements.

Cash and cash equivalents

Cash and cash equivalents consist primarily of cash on hand and balances held with financial institutions.

Capital assets

Tangible capital assets are accounted for at cost or deemed cost less accumulated amortization. Contributed
tangible capital assets are recorded at their fair values as at the date of contribution.

Tangible capital assets are amortized over their estimated useful lives on a straight-line basis at the following

rates:
Buildings 20 - 50 years straight-line method
Computer software 2 years straight-line method
Furniture and fixtures 10 years straight-line method
Leasehold improvements 10 years straight-line method
Prepaid land leases Over the term of the lease straight-line method
Vehicles 3 - 5years straight-line method

The Association regularly reviews its tangible capital assets to eliminate cbsolete items. Government grants
are treated as a reduction in costs of tangible capital assets.

Tangible capital assets acquired during the year but not placed into use are not amortized until they are
placed into use.

Impairment of long lived assets

The Association tests for impairment whenever events or changes in circumstances indicate that the carrying
amount of the assets may not be recoverable. Recoverability is assessed by comparing the carrying amount
to the projected future net cash flows the long-lived assets are expected to generate through their direct use
and eventual disposition. When a test for impairment indicates that the carrying amount of an asset is not
recoverable, an impairment loss is recognized to the extent the carrying value exceeds its fair value.



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Portfolio investments

Portfolio investments, which are comprised of bonds and fixed income securities, are carried at fair market
value.

Financial instruments policy

Financial instruments are recorded at fair value on initial recognition. In subsequent periods, financial assets
with actively traded markets are reported at fair value, with any unrealized gains and losses reported in
income in the period incurred. All other financial instruments are reported at amortized cost, and tested for
impairment at each reporting date. Transaction costs on the acquisition, sale, or issue of financial instruments
are expensed when incurred.

Measurement uncertainty

The preparation of financial statements in conformity with Canadian accounting standards for not-for-profit
organizations requires management to make estimates and assumptions that affect the reported amount of
assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the period. Such estimates are periodically reviewed
and any adjustments necessary are reported in earnings in the period in which they become known. Actual
results could differ from these estimates. The Association's material estimates include the economic useful
life of tangible capital assets, collectability of receivables, and accrual of liabilities.

FUNDS HELD IN TRUST

The Association receives funds from the residents of McCauley Lodge and holds these funds in trust to be
used to pay the rent for these residents. As of March 31, 2017, the Association held the following amounts in
trust, with an offsetting liability in accounts payable:

2017 2016
Funds held in trust $ 10,049 $ 6,516
Liability for funds held in trust (10,049) (6,516)




ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION

Notes to Financial Statements
Year Ended March 31, 2017

TANGIBLE CAPITAL ASSETS

2017 2016
Cost Accumulated Net book Net book
amortization value value

Buildings S 11,850,037 S 3,858,678 % 7,991,3605 8,396,684
Building development costs 33,863 - 33,863 5
Computer software 4,296 4,296 - -
Furniture and fixtures 318,733 154,395 164,338 196,213
Land 1,637,237 - 1,637,237 1,637,237
Leasehold improvements 75,404 65,904 9,500 10,688
Prepaid land leases 552,747 158,265 394,482 404,328
Vehicles 48,797 40,453 8,344 12,265

S 14,521,114 § 4,281,991 § 10,239,124 $ 10,657,415

The following costs included in land leases $552,747 (2016 - $552,747) and buildings $4,134,834
(2016 - $4,134,834) relates to the Darwin, Meerstille and Edith Gunning properties that are held under
mortgage. Once repaid, ownership of the land and building for these properties will revert back to BC
Housing. These buildings are constructed on lands which are leased to the Association for terms ranging in
expiration from 2037 to 2061. Management is of the opinion that BC Housing will not enforce this clause of

the agreement once the mortgages have been fully repaid.

LONG TERM DEBT

Newbridge property, Bank of Montreal loan bearing interest at
3.15% per annum, repayable in monthly blended payments of
§5,509. The loan matures on May 1, 2019 and is secured by
Newbridge Apartment's land and building at 843 Nigel Avenue.

Greenridge property, TD Canada Trust loan bearing interest at
3.80% per annum, repayable in monthly blended payments of
$7,176. The loan matures on May 25, 2018 and is secured by
land and buildings at 970 and 972 Greenridge Crescent and a
portion of lease interest and building at 125 Skinner Street.

E. Gunning property, Royal Bank of Canada loan bearing interest at
4.65% per annum, repayable in monthly blended payments of
$20,415. The loan matured on October 1, 2016 and is secured by
lease interest and building at 125 Wilson Street.

Meerstille property, British Columbia Housing Management
Commission loan bearing interest at 3.68% per annum, repayable
in monthly blended payments of $4,251. The loan matures on
December 1, 2018 and is secured by lease interest and building at
3250 Alder Street.

2017 2016
154,368 S 214,227
910,467 974,736

- 2,752,253
305,631 344,973



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

LONG TERM DEBT (continued)

2017 2016
E. Gunning property, MCAP loan bearing interest at 2.2% per
annum, repayable in monthly blended payments of $13,926. The
loan matures on October 1, 2026 and is secured by lease interest
and building at 125 Wilson Street. 2,659,399 -
Darwin property, British Columbia Housing Management
Commission loan bearing interest at 10.00% per annum, repayable
in monthly blended payments of $895. The loan matures on
February 1, 2028 and is secured by lease interest and building at
801 Darwin Avenue. 88,979 93,335
McCauley property, TD Canada Trust loan bearing interest at
4.75% per annum, repayable in monthly blended payments of
$19,159. The loan matures on May 29, 2024 and is secured by
Land and buildings at 1037 and 1039 Lyall Street. 3,146,611 3,225,283
7,265,455 7,604,807
Amounts payable within one year (4,276,790) (6,964,129)

$ 2,988,665 S 640,678

As part of its credit facility with TD Canada Trust, the Association is subject to a financial covenant requiring a
Debt Service Coverage ratio of not less than 1.00 to be maintained at all times for McCauley and Greenridge
mortgages. As at March 31, 2017 the Association's Debt Service Coverage ratio is in technical default. The
bank has not indicated its intention to call the loans.

CHANGES IN NON-CASH WORKING CAPITAL

2017 2016
Receivables $ 31,761 S 34,526
GST receivable 7,415 62,756
Prepaid expenses (594) 74,401
Accounts payable and accrued liabilities 32,090 59,097
Deferred contributions 42,390 31,846

$ 113.062 S 262,626

LINE OF CREDIT

TD Canada Trust has made available to the Association an operating loan with a credit limit of $100,000,
bearing interest at TD Canada Trust prime rate. This operating loan is secured by land and building. At year
end, no funds had been drawn on this operating loan.



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

FINANCIAL INSTRUMENTS

The Association is exposed to various risks through its financial instruments and has a comprehensive risk
management framework to monitor, evaluate and manage these risks. The following analysis provides
information about the Association's risk exposure and concentration as of March 31, 2017.

Credit risk

Credit risk arises from the potential that a counter party will fail to perform its obligations. The Association
is exposed to credit risk from tenants. In order to reduce its credit risk, the Association reviews a new
tenant's credit history before extending credit and conducts regular reviews of its existing tenants' credit
performance. An allowance for doubtful accounts is established based upon factors surrounding the credit
risk of specific accounts, historical trends and other information. The Association has a significant number
of tenants which minimizes concentration of credit risk.

Currency risk

Currency risk is the risk to the Association's earnings that arise from fluctuations of foreign exchange rates
and the degree of volatility of these rates. The Association does not perform significant transactions in
foreign currencies and is not exposed to significant currency risk.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in
the interest rates. Interest rate risk arises primarily from the Association's investment in interest bearing
financial instruments. The value of fixed income securities will generally rise when interest rates fall and
decrease when interest rates rise. Changes in interest rates may also affect the value of any equity
securities. In seeking to minimize the risks from interest rate fluctuations, the Association manages
exposure through its normal operating and financing activities.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
liabilities. The Association is exposed to this risk mainly in respect of its receipt of funds from its tenants
and other related sources, long term debt, and payables and accruals.

EMPLOYEE BENEFITS

The Association and certain of its employees contribute to the Municipal Pension Plan in accordance with the
Public Sector Pension Plans Act. The British Columbia Pension Corporation administers the Plan, including the
payment of pension benefits on behalf of employers and employees to whom the Act applies.

The Plan is a multi-employer defined benefit plan. Defined contribution accounting has been applied to the
plan as the Association has insufficient information to apply defined benefit plan accounting. Accordingly, the
Association’s contributions are expensed in the year in which the services are rendered and represent its
total pension obligation. Under joint trusteeship, which became effective April 5, 2001 for the Municipal
Pension Plan, the risks and rewards associated with the Plan’s unfunded liability or funding surplus are shared
between the employers and the Plans’ members and may be reflected in their future contributions. Portions
of the unfunded liability or funding surplus are not attributed to individual employers. The most recent
valuation as at December 31, 2015 indicated a surplus for basic pension benefits of 1.927 billion. The next
valuation will be as at December 31, 2018 with results available in 2019. The actuary does not attribute
portions of the unfunded liability to individual employers. The Association paid $190,889 (2016 - $193,404)
for employer contributions to the plan in the fiscal year.



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

10.

11.

12,

13.

COMMITMENTS

The Association is committed under operating leases for office equipment. Future minimum lease
payments for the remaining terms of these operating leases are as follows:

Contractual obligation repayment schedule:

2018 S 5,808
2019 5,808
2020 5,808
2021 5,142
S 22,566
CONTINGENT LIABILITY

Non-Rent-Geared-to-Income (non-RGI) assistance received from the British Columbia Housing Management
Commission (“BCHMC”) is contingently repayable to BCHMC in the event that the total non-RGI tenant rent
contribution in any year exceeds the economic rent of the suites occupied by non-RGl tenants. The
Association is required to commence repayment of the cumulative non-RGI assistance on the first day of the
year of the fiscal year following the fiscal year in which the preceding event occurs. The balance then bears
interest at bank prime and the required monthly payments are set annually, based upon the amount by
which non-RGI tenant rent contribution exceeds economic rent for these suites in the prior year.

The non-RGI assistance that could become repayable in the future in the circumstances described above
totaled $538,895 as at March 31, 2016 (2015: $524,087). The balance will be updated by BCHMC once it
receives the audited financial statements.

REMUNERATION

On November 28, 2016 the new British Columbia Societies Act came into effect. Included in the new Act is a
requirement to disclose the remuneration paid to all directors, the ten highest paid employees and all
contractors who are paid at least $75,000 annually.

During the year, the Association paid a total of $259,909 in remuneration to three persons who are
employees, whose remuneration, during the applicable period, was at least $75,000.

PRIOR PERIOD RESTATEMENT

The Association determined that the cost and accumulated amortization related to the old McCauley Lodge
building should have been written off when the building was demolished. This adjustment has been corrected
in the comparative period and the opening capital fund balance has been restated accordingly. The correction
in the prior year is to remove the original building's cost and accumulated amortization and decrease the
capital fund balance as per the following:

Decrease
Buildings $ 507,921
Accumulated Depreciation - Buildings $ 316,745

Invested in Capital Assets $ 191,176



ISLAND COMMUNITY MENTAL HEALTH ASSOCIATION
Notes to Financial Statements
Year Ended March 31, 2017

14.

15.

ENDOWMENT FUNDS HELD WITH THIRD PARTIES

Not included in the financial statements are investments held in endowment with the Victoria Foundation.
The market value at March 31, 2017 is $19,832 (2016 - $0).

COMPARATIVE FIGURES

Some of the comparative figures have been reclassified to conform to the current year’s presentation.
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