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INDEPENDENT AUDITORS' REPORT
To the Directors

Canadian Feed The Children

We have audited the accompanying financial statements of CANADIAN FEED THE CHILDREN, which comprise the
statement of financial position as at December 31, 2010, and the statements of changes in fund balances, revenue
and expenditure and cash flows 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 generally accepted accounting principles, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to

fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on 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 qualified
audit opinion.

Basis for Qualified Opinion

tn common with many charitable organizations, the organization derives income from contributions the completeness
of which is not susceptible of satisfactory audit verification. Accordingly, our verification of this income 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 income over expenditure, current assets and net assets.

Qualified Opinion

fn our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion paragraph,
the financial statements present fairly, in all material respects, the financial position of CANADIAN FEED THE
CHILDREN as at December 31, 2010, and its financial performance and its cash flows for the year then ended in

accordance with Canadian generally accepted accounting principles.

Chartered Accountants
Licensed Public Accountants

North York, Ontario

June 13, 2011
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CANADIAN FEED THE CHILDREN
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31

CASH PROVIDED BY (USED FOR)

Operating activities
Excess revenue (expenditure) for the year
Add: item not involving cash
Amortization

Net change in non-cash working capital
balances related to operations:
Accounts receivable and prepaids
Accounts payable

Investing activities
Increase in portfolio investments
Purchase of capital assets, net of disposals

INCREASE (DECREASE) IN CASH
AND EQUIVALENTS DURING YEAR

Cash and equivalents, beginning of year
CASH AND EQUIVALENTS, END OF YEAR

RIZTUCDOANTT © SANRROAAMV

2010 2009
Restated
323,973 $ (71,732)
11,083 13,654
335,056 (58,178)
(4,744) 62,720
(31,464) (86,137)
298,848 (81,595)
(25,314) (97,698)
(7,283) (9,575)
(32,597) (107,273)
266,251 (188,868)
438,855 627,723
705,106 3 438,855
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CANADIAN FEED THE CHILDREN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

1. Purpose and Nature of the Organization

Canadian Feed The Children™ (CFTC) is an international development and relief agency formed in 1986
and dedicated to:

i) alleviating the impact of poverty on children and their families and communities;

i) supporting initiatives that enable families and communities to effectively satisfy the basic needs of their
children on a sustainable basis;

iii) raising the level of public awareness on issues related to child poverty, and

iv) advocating for the basic human rights of children.

Organization objectives are reached by working with both its own resources and in conjunction with local
partners in Canada and foreign countries. CFTC is a not-for-profit corporation incorporated under the
Canada Corporations Act and is a registered charity under the Income Tax Act (Canada).

2. Significant Accounting Policies
Basis of presentation

The financial statements have been prepared in accordance with the accounting standards for not-for-profit
organizations published by the Canadian Institute of Chartered Accountants using the restricted fund method
of reporting revenues.

Contributions are recognized as revenue in the appropriate fund in the year received or receivable if the
amount can be reasonably estimated and collection is reasonably assured.

Description of funds

The Building Fund was established by the Board of Directors of CFTC in 2004 with an initial contribution of
$1,000,000 received from the proceeds of the sale of CFTC's head office at 174 Bartley Drive, Toronto.
These funds have been set aside and invested to earn income and are intended to be used for the
acquisition of a head office building at some point in the future at the discretion of the Board. The balance at
December 31, 2010 was $1,251,354 (December 31, 2009 - $1,227,207).

The Program Enhancement Fund was established by the Board of Directors of CFTC in 2004 with an initial
contribution of $1,000,000 received from the proceeds of the sale of CFTC's head office. These funds have
been set aside and invested to earn income and are to be used to support specific ongoing initiatives,
approved in advance by the Board of Directors of CFTC, which are consistent with CFTC's objective to
create long-tern enhancements to its work throughout the world. The balance in the fund at December 31,
2010 was $183,118 (December 31, 2009 ~ $181,797).

CFTC’s Board of Directors has adopted a policy whereby at all times there shall be a sufficient Working
Capital Fund within the organization to finance three months operations which is approximately $400,000. In
order to initially establish this reserve, funds have been transferred from the General Fund. The balance of
this fund at December 31, 2010 was $400,000 (December 31, 2009 - $400,000).

The Invested in Capital Assets Fund records transactions related to CFTC's capital assets, specifically

acquisitions, amortization and disposals. As at December 31, 2010 the balance was $14,491 (December 31,
2009 as restated - $18,291).

NETHERCOTT & COMPANY Pane A



CANADIAN FEED THE CHILDREN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

2. Significant Accounting Policies (continued)

The General Fund accounts for CFTC's program delivery, development and administrative activities. This
fund reports unrestricted resources.

Cash and short-term investments

Cash and short-term investments are amounts on deposit and invested in short-term investment vehicles
according to CFTC’s investment policy. Short-term investments are stated at market value. Investment
income, except income on funds held for specific purposes, is retained in and reported by the General
Fund.

Portfolio investments

Portfolio investments, classified as "Held for Trading" are stated at market value. They are Managed by a
third party investment manager reporting directly to the Investment Committee established by the Board of
Directors. Investments are made in accordance with CFTC'’s investment policy for the Building Fund and
Program Enhancement Fund. The principal of the Building Fund is to remain intact with income earned
rolling into the fund to increase its value. Income earned from the Program Enhancement Fund may be
used for annual operating expenditure or to enhance programming initiatives at the Board's discretion.

Financial Instruments

Unless otherwise noted, it is management's opinion that the organization is not exposed to significant
interest rate, currency or credit risks arising from its financial instruments.

The financial instruments including cash, accounts receivable and accounts payable are reported at cost,
which approximates their respective fair values. As stated above short-term and portfolio investments are
stated at fair market value.

Capital assets

Assets are capitalized and subject to amortization when they have a minimum acquisition cost of $1,500
and are determined to have a minimum useful life of three years. Capital assets are presented net of
accumulated amortization. Amortization is charged to expenditure on a straight-line basis over the
estimated useful lives of the assets as follows:

Computers and software 3 years
Furniture and equipment 5 years

Medicines / Gifts-in-Kind

Medicines, as gifts-in-kind, are recorded in the financial statements at estimated fair value using the
Average Wholesale Price as found in the most current World Health Organization (WHO) Red Book, or
other similar acceptable reference when it does not have the particular medicine in question listed.
Medicines are recognized as revenue at the time of taking constructive title which occurs at the point of
shipment from the suppliers warehouse. The corresponding expense is recorded when the goods have
been approved for entry into the destination country.

NETHERCOTT & COMPANY Page 7



CANADIAN FEED THE CHILDREN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

2. Significant Accounting Policies (continued)
Government assistance

From time to time CFTC receives grants from the Canadian International Development Agency (CIDA) and
from various provincial and municipal agencies. Certain conditions are often attached to these grants and
may require CFTC to completely segregate these funds or match a proportionate share of these funds with
funds from general donations.

Foreign currencies

At the transaction date, asset, liability, revenue and expenditure items are translated into Canadian dollars
utilizing the rate of exchange in effect at that date. At year end assets and liabilities are stated at the rate of
exchange at the year end. Exchange rate gains or losses are included in revenues or expenditure in the
current period.

Volunteer service

The work of CFTC is accomplished by a significant contribution of voluntary services. These services are
received gratuitously, therefore, no value has been included in these financial statements.

Measurement uncertainty

The preparation of the financial statements in accordance with Canadian generally accepted accounting
principles requires management to make certain estimates and assumptions that may affect the reported
amount of certain assets and liabilities at the date of the financial statements and reported amounts of
revenue and expenditure during the reporting period. Actual results could differ from those estimates.

Comparative figures

Certain comparative amounts have been reclassified to conform to the current year's presentation.
3. Changes in Accounting Policies

Capitalization and amortization of donor acquisition costs

In 2010 CFTC changed its policy with regard to donor acquisition costs. Previously, certain donor
acquision costs were capitalized and amortized over a period of 5 years. Under the new policy, these
costs are expensed when incurred. CFTC believes that this change in accounting policy represents a
more appropriate asset recognition policy and one which, importantly, aligns with current industry practice,
thereby making CFTC’s statements more comparable. This change has been applied retroactively. The
2009 comparative figures have been adjusted accordingly to reflect this change.

Pledges receivable

In 2010 CFTC changed its policy with regard to recognition of pledges made by donors. Previously, CFTC
recorded such pledges as revenue and a receivable based on its past fulfiliment performance. Under the
new policy, pledged revenue will only be recognized once the funds are received. CFTC believes that this
change in policy represents a more appropriate and conservative revenue recognition policy for pledged
funds. This change has been applied retroactively. The 2009 comparative figures have been adjusted
accordingly to reflect this change.

NETHERCOTT & COMPANY Page 8



CANADIAN FEED THE CHILDREN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

3. Changes in Accounting Policies (Continued)

Cumulative
effect on
Effect on periods
2009 prior to 2009
Increase in fundraising expense $ 129,001 $ 1,072,876
Decrease in contributions and events revenue 18,299 41,389
Decrease in excess revenue for the year $ 147,300 $ 1,114,265
Decrease in donor data base $ 129,001 $ 1,072,876
Decrease in pledges receivable 18,299 41,389
Decrease in fund balances, end of year $ 147,300 $ 1,114,265
4. Capital Assets
Capital assets are comprised as follows:
2010 2009
Cost Accumulated Net Book Net Book
Amortization Value Value
Computers and software $ 21,897 $ 18,525 $ 3,372 $ 6,628
Furniture and equipment 39,648 28,528 11,119 11,663
$ 61,545 $ 47,053 $ 14,491 $ 18,291

5. Commitments

CFTC is committed to lease payments for property and equipment under leases with varying terms.
Aggregate annual payments are as follows:

Year Amount
2011 $ 167,270
2012 28,070
2013 28,070
2014 3,129

2015 and beyond -
3 226,539

6. Future Accounting Changes

The AcSB has approved the incorporation of the standards set out in Part lli of the Handbook as the
accounting standards for not-for-profit organizations. The new principles are not substantially different from
the current accounting policies for not-for-profit organizations. These new standards are effective for financial
years beginning on or after January 1, 2012. The current standards applicable to not-for-profit organizations
will remain in effect until organizations have adopted the new standards.

NETHERCOTT & COMPANY Page 9
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