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INDEPENDENT AUDITOR'S REPORT

To the Directors of SPECTRUM Waterloo Region's Rainbow Community Space
Qualified Opinion

We have audited the financial statements of SPECTRUM Waterloo Region's Rainbow Community Space
(the "organization"), which comprise the statement of financial position as at July 31, 2025, and the
statements of changes in fund balances, revenues and expenditures and cash flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion
section of our report, the accompanying financial statements present fairly, in all material respects, the
financial position of the organization as at July 31, 2025, and the results of its operations and cash flows
for the year then ended in accordance with Canadian accounting standards for not-for-profit
organizations (ASNPO).

Basis for Qualified Opinion

In common with many charitable organizations, the organization derives revenue from donations and
fundraising the completeness of which is not susceptible of satisfactory audit verification. Accordingly,
our verification of these revenues was limited to the amounts recorded in the records of the organization
and we were not able to determine whether any adjustments might be necessary to contributions, excess
of revenues over expenses, current assets and net assets. Our audit opinion on the financial statements
for the year ended July 31, 2024 was modified accordingly because of the possible effects of this
limitation of scope.

In addition, the organization does not record its capital assets as required under accounting standards for
not-for-profit organizations for organizations. The effects of this departure on assets, operations and fund
balances ended on July 31, 2024 have not been determined.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the organization in accordance
with 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 qualified
audit opinion.

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 ASNPO, 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 organization'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 organization or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the organization's financial reporting
process.

(continues)
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Independent Auditor's Report to the Directors of SPECTRUM Waterloo Region's Rainbow Community
Space (continued)

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these 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.

o 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 organization’s internal control.

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

o 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 organization’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’'s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the organization to
cease to continue as a going concern.

o 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.

We 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.
-~
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Waterloo, Ontario CHARTERED PROFESSIONAL ACCOUNTANTS
November 21, 2025 LICENSED PUBLIC ACCOUNTANTS



SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE
Statement of Financial Position

July 31, 2025
2025 2024
(Restated)
ASSETS

CURRENT
Cash $ 96,133 $ 294,844
Term deposits (Note 3) 18,466 23,440
Accounts receivable (Note 6) 14,254 12,393
Public service bodies rebate receivable 13,349 6,502
Inventory 2,989 1,572
Prepaid expenses 4,322 21,430
$ 149,513 $ 360,181

LIABILITIES

CURRENT
Accounts payable and accrued liabilities $ 29,877 $ 35,334
Employee deductions payable 29,705 8,135
Deferred income (Note 4) 62,758 190,284
Customer deposits - 10,000
122,340 243,753

FUND BALANCES

FUND BALANCES 27,173 116,428
27,173 116,428

$ 149,513 § 360,181

ON BEHALF OF THE BOARD

Director

Director

The accompanying notes form an integral part of these financial statements



SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE

Statement of Changes in Fund Balances
Year Ended July 31, 2025

2024
2025 (Restated)

FUND BALANCES - BEGINNING OF YEAR

As previously reported

Prior period adjustment (Note 7)

As restated

Deficiency of revenues over expenses

FUND BALANCES - END OF YEAR

$ 116,428 $ 141,585

- 1,477
116,428 143,062
(89,255) (26,634)

$ 27,173 $ 116,428

The accompanying notes form an integral part of these financial statements



SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE

Statement of Revenues and Expenditures

Year Ended July 31, 2025

2025 2024
(Restated)

REVENUES

Donations

Other grants

Fundraising

Federal grants

Training and other income
United way grant
Municipal grants

Interest income

Provincial grants

Sales tax rebate recovery

EXPENSES

Program costs (Notes 2, 5)
Grant expenses (Note 2)
Fundraising costs
Insurance

Occupancy costs
Professional fees

Office (Note 2)

Website

Marketing and promotion
Board training and development
Bad debts

Interest and bank charges
Memberships

Leasehold improvements

DEFICIENCY OF REVENUES OVER EXPENSES FOR THE YEAR

$ 179,830 $ 171,413
177,911 142,321
57,589 51,860
71,195 64,179
45,659 47,125
20,000 37,500
14,679 13,270
2,672 3,095
3,060 66,240
9,285 6,502
581,880 603,505
294,787 224,187
272,486 303,007
30,293 29,638
22,751 10,311
17,628 17,628
15,580 14,762
6,754 7,109
5,672 640
1,598 13,991
1,460 1,878
1,213 -
913 1,270
- 2,051
- 3,667
671,135 630,139
$ (89,255) % (26,634)

The accompanying notes form an integral part of these financial statements



SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE

Statement of Cash Flows
Year Ended July 31, 2025

2025 2024
(Restated)
OPERATING ACTIVITIES
Deficiency of revenues over expenses (89,255) $ (26,634)
Changes in non-cash working capital:
Accounts receivable (1,861) 1,255
Public service bodies rebate receivable (6,847) -
Prepaid expenses 17,108 (20,019)
Inventory (1,417) (633)
Accounts payable and accrued liabilities (5,457) 35,783
Employee deductions payable 21,570 -
Deferred income (127,526) 108,998
Customer deposits (10,000) 10,000
(114,430) 135,384
INCREASE (DECREASE) IN CASH FLOW (203,685) 108,750
Cash - beginning of year 318,284 209,534
CASH - END OF YEAR 114,599 $ 318,284
CASH CONSISTS OF:
Cash 96,133 $ 294,844
Term deposits 18,466 23,440
114,599 $ 318,284

The accompanying notes form an integral part of these financial statements




SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE
Notes to Financial Statements
Year Ended July 31, 2025

PURPOSE OF THE ORGANIZATION

SPECTRUM Waterloo Region's Rainbow Community Space (the "organization") is a not-for-profit
organization incorporated provincially under the Not-for-profit Corporations Act of Ontario.As a
registered charity the organization is exempt from the payment of income tax under Section 149(1)
of the Income Tax Act.

The organization serves, affirms, and supports the well-being of 2SLGBTQIA+ individuals in
Waterloo Region and the broader community through peer support, community partnerships,
education and training, resources, and events.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements were prepared in accordance with Canadian accounting standards for not-
for-profit organizations (ASNFPO) with exception to the following:

e The organization does not follow the treatment under ASNPO for capital assets as the value
of tangible capital assets are not recorded.

Revenue recognition

SPECTRUM Waterloo Region's Rainbow Community Space follows the deferral method of
accounting for contributions.

Restricted contributions and grants are recognized as revenue in the year in which the related
expenses are incurred. Unrestricted contributions, grants, and fundraising revenue are recognized
as revenue when received or receivable if the amount to be received can be reasonably estimated
and collection is reasonably assured.

Investment income is recognized as revenue when it is earned.

Training and other income is recognized as revenue when the services are performed.

Cash and cash equivalents

Cash includes cash and cash equivalents deposited in a financial institution.

Cloud Computing Arrangements - Simplified Method

The organization utilizes various Software as a Service (SaaS) platforms to support its
administrative functions.

The organization has applied the simplified method under AcG-20, Customer’s Accounting for Cloud
Computing Arrangements. Under this approach, all costs related to these arrangements, including
implementation and subscription fees, are expensed as incurred. In the current year $3,475 (2024 -
$1,167) of software subscriptions have been expensed.

Inventory

Inventory is valued at the lower of cost and net realizable value with the cost being determined on a
first-in, first-out basis.

Capital assets

Capital assets are expensed in the year in which they are purchased. In the current year $2,088
(2024 - $3,667) of capital assets were included in grant expenses, and program costs.

(continues)



SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE
Notes to Financial Statements
Year Ended July 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred revenue

Funding and program fees received before July 31 that relate to services and programs for the time
periods after July 31, are deferred to future periods and presented as deferred revenue on the
statement of financial position.

Contributed services

The operations of the organization depend on both the contribution of time by volunteers and
donated materials from various sources. The fair value of donated materials and services cannot be
reasonably determined and are therefore not reflected in these financial statements.

Financial instruments

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

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.

TERM DEPOSITS

Term deposits are guaranteed investment certificates (GICs) maturing between August 2025 and
January 2026. They bear interest at rates between 4.50% and 5.00%.

DEFERRED INCOME

Deferred revenue represents revenue and contributions collected for services and programs
occurring in a future period. The changes in deferred revenue during the year are as follows:

2025 2024
Balance, beginning of year $ 190,284 $ 81,286
Add: Contributions received relating to a future period 131,610 395,713
Less: Contributions recognized as revenue in the year (259,136) (286,715)
Balance, end of year $ 62,758 190,284




SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE
Notes to Financial Statements
Year Ended July 31, 2025

SPECTRUM'S RAINBOW COMMUNITY FUND

In November 2022 the Organization established the SPECTRUM's Rainbow Community Fund with
the Waterloo Region Community Foundation (WRCF).

Donations to the Fund become part of the pool of investments of (and are owned by) WRCF,
remain there permanently, and are managed in accordance with the investment policy adopted by
WRCF's Investment Committee in consultation with its investment managers and advisors, and
approved by its Board of Directors. Earnings available to the SPECTRUM depend on investment
performance and investment management fees, with the amount being appropriate to preserve the
capital of the Fund.

The following is a summary of Fund activity for the 2024 and 2023 calendar years:

2024 2023
January 1st, Opening balance $ 5892 § 5,289
Donations made in the year 5,222 96
WRCF administration fees (142) (95)
Grant disbursements (300) -
Investment gain/loss 1,111 602
December 31st, Closing Balance $ 11,783 § 5,892

FINANCIAL INSTRUMENTS

The organization 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 organization's risk exposure and concentration as
of July 31, 2025.

Credit risk

Credit risk arises from the potential that a counter party will fail to perform its obligations. The
organization is exposed to credit risk from customers. An allowance for doubtful accounts is
established based upon factors surrounding the credit risk of specific accounts, historical trends and
other information. As at July 31, 2025, the company had an allowance for doubtful accounts of
$1,213 (2024 - nil). The organization has a significant number of customers which minimizes
concentration of credit risk.

Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with

financial liabilities. The organization meets its liquidity requirements by monitoring the cash flow
from operations.

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. The organization is mainly exposed to interest risk through its term
deposits as outlined in Note 3.

Unless otherwise noted, it is management’s opinion that the organization is not exposed to
significant other risks arising from these financial instruments.



SPECTRUM WATERLOO REGION'S RAINBOW COMMUNITY SPACE
Notes to Financial Statements
Year Ended July 31, 2025

PRIOR PERIOD ADJUSTMENT

During 2025, it was identified that the organization held inventory for use in programming that was
not recorded in the organization’s records. In addition, certain general expenses were recorded in a
subsequent period. As a result, a prior period adjustment has been made to reflect these
transactions that were previously unreported.

The following table summarizes the changes to the prior year financial statements as a result of this
restatement:

_ 2024
Increase in inventory $ 1,572
Decrease in accrued liabilities (3,835)
Increase in prepaid expenses 3,453
Decreased in deferred income (3,059)

COMPARATIVE FIGURES

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

10



