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F R E Q U E N T L Y  A S K E D  Q U E S T I O N S   
F I S C A L  Y E A R  E N D E D  J U N E  3 0 ,  2 0 2 6  

This guide explains key points in IUC’s financial statements for the fiscal year ended June 30, 2026. It 
addresses the audit opinion, fund presentation, operating results, major expenses, investment 
performance, and other questions likely to arise when reviewing the statements. 

 
1.  I  AM NOT FAMILIAR WITH FORMAL FINANCIAL STATEMENTS, CAN 
YOU EXPLAIN HOW THEY ARE PRESENTED? 

A balance sheet provides a snapshot of IUC’s financial position at a specific date. It shows what IUC 
owns, what it owes, and the resulting net assets. 

The Balance sheet (page 3) states all the assets of the three major types of funds: 
 Operating Fund – (Islington + Bloordale + internally restricted funds (new)) 
 Capital Asset Fund  
 Special Purpose Fund – restricted funds only! 

 
As per the above noted change in presentation, the internally restricted fund, the largest being the 
Memorial fund, is now presented in the Operating Fund. 

A statement of operations is a financial report that summarizes IUC’s revenues, expenses, and resulting 
surplus or deficit over a specific accounting period.  

The Statement of Operations (page 4&5) further divides the Operating Fund into General Operating Fund, 
(Islington + Bloordale) and the Internally Restricted Funds.  The Capital Asset Fund and the Special 
Purpose Fund are also segregated on the one-page Statement on Operations with comparables.   

This Statement of Changes in Fund Balances (page 5) shows the flow of opening balances plus results 
from the Statement of Operations and the Inter-fund transfers.   

SCHEDULE 1 – SPECIAL PURPOSE FUND (page 18) tracks the movement in the SPF’s (externally 
restricted) including revenue allocated from investment income and the Inter-fund transfer from Memorial 
to Sacred Spaces of $425,000 to almost cover the deficit in this fund.   

SCHEDULE 2 – INTERNALLY RESTRICTED FUNDS (page 19) tracks the movement in the four internally 
restricted funds, including investment income and the Inter-fund transfers.   

Interfund transfers from Memorial totalled $510,000: $425,000 to the Sacred Spaces Special Purpose 
Fund and $85,000 to the General Operating Fund from the portion of the McIntrye bequest established to 
support operations. These transfers were partly offset by a $114,230 transfer from the Operating 
Contingency Fund to Memorial, as detailed in Note 13. 

SCHEDULE 3 – GENERAL OPERATING BY CAMPUS (page 20) breaks down the Operating statement for the 
General Operating fund between the two campus’ Islington and Bloordale.   
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2.  WHAT DOES A “QUALIFIED” AUDIT OPINION MEAN? 

A qualified audit opinion is issued when an independent auditor concludes that the financial statements 
are fairly presented in accordance with generally accepted accounting principles (“GAAP”), except for one 
or more specific matters described in the auditor’s report. 

Because donations are a major source of IUC’s revenue, auditors cannot independently verify that every 
donation received has been recorded. This limitation is common among charitable organizations and 
results in a standard qualification concerning the completeness of donation revenue. 

IUC has also followed a practical policy of expensing capital purchases when they are made rather than 
capitalizing and depreciating them in accordance with GAAP. This cash-focused approach aligns 
budgeting and accounting with the timing of expenditures. For example, when IUC purchases a new boiler, 
it records the full cost as a facilities expense in that year instead of recognizing the boiler as an asset and 
depreciating it over its expected useful life. 

In previous fiscal years, there was an additional qualification with respect to the presentation of Internally 
Restricted Funds (Memorial being the largest fund) being grouped with the Special Purpose Funds (the 
externally restricted funds).  This was again a practical delineation for IUC as ALL Funds are supported by 
the Trust bank account.  We have not changed our internal banking or diligence to ensuring ALL funds 
maintain delineation from Operations but decided to adopt a change in accounting presentation this year 
of the funds, thereby removing this qualification. 

3.  WHY DID WE CHANGE OUR PRESENTATION OF MEMORIAL FUNDS 
THIS YEAR? 

Under GAAP, internally restricted funds are presented with operations because the restrictions are 
imposed by IUC Council rather than by an external donor or other outside party. By contrast, Special 
Purpose Funds are externally restricted because the donor designates how the funds must be used. 

To comply with GAAP, IUC reclassified the internally restricted Discipleship, Good Neighbour, Memorial, 
and Operating Contingency funds within the balance sheet. This presentation change removes one 
qualification from the auditor’s report; it does not change the funds’ underlying balances or permitted 
uses. 

This change does not mean that our past financial statements were wrong or misleading as they 
represented IUC’s operating principle to maintain a strict delineation of ALL funds separate from 
Operations.  The past presentation was also felt to be more intuitive to the readers and the congregation.   

That said, IUC has not changed its internal practices or internal controls over ALL funds, and this change is 
simply a change in presentation and not in banking, or due diligence over donations or spending.  
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4. HOW DO OUR FY 2026 RESULTS COMPARE VERSUS THE BUDGET? 

OVERALL RESULTS WERE CLOSE TO THE BREAK-EVEN BUDGET. REVENUE EXCEEDED BUDGET BY 
$76,000 AND EXPENSES WERE $18,000 BELOW BUDGET, PRODUCING A FAVOURABLE OPERATING 
VARIANCE OF $94,000 BEFORE INTERFUND TRANSFERS. 

Revenue was $76K more than budget and expenses were under budget by $18K, which resulted in very 
strong operating results.  These two factors resulted in operating results exceeding budget by $94K.  

Operations required an interfund transfer of $85,000, compared with the budgeted $187,000—a reduction 
of $102,000. After the favourable operating variance and the lower transfer, the net operating deficit was 
$11,800, compared with the budgeted deficit of $3,500. Although the actual deficit was $8,300 higher 
than budget, it remained close to IUC’s break-even target. 
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5.  WHAT IS INCLUDED IN GENERAL OPERATIONS - FACILITIES? 

The costs to run both campuses are summarized as follows:  

 

This fiscal year, facilities were approximately $80K overbudget (as shown in FAQ 4.) and most of it was 
due to unbudgeted deficiencies in Islington’s fire systems, which necessitated additional monitoring and a 
complete panel replacement. 

6.  IS IUC DOING A GOOD JOB IN CONTROLLING ADMINISTRATION 
COSTS? 

Yes, the main administration costs in operations are included under the heading Governance and all 
categories, other than service charges, were under budget for last fiscal year.  

 

 7.  HOW MUCH DOES IUC HAVE IN OUR FUNDS? (INTERNALLY 
RESTRICTED & EXTERNALLY RESTRICTED) 

AT YEAR-END, IUC’S FUNDS HAD A TOTAL CLOSING BALANCE OF APPROXIMATELY $2.7 MILLION: 
$1,867,202 IN INTERNALLY RESTRICTED FUNDS AND $849,194 IN EXTERNALLY RESTRICTED FUNDS. 

THE FUNDS ARE FULLY FUNDED BY ASSETS ON THE BALANCE SHEET, PREDOMINANTLY INVESTMENTS OF 
$2.6 M, AND WORKING CAPITAL MAKES UP THE BALANCE.   
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8. REMIND US WHY WE CHANGED AUDITORS? 

Management prepares and authors the actual financial statements (such as the balance sheet, income 
statement, and cash flow statement) in accordance with generally accepted accounting principles.  

Changing audit firms is not unusual and does not, by itself, indicate a problem. IUC has worked with 
several audit firms in the past, and organizations periodically seek proposals to evaluate service, 
expertise, independence, and pricing. 

IUC’s previous auditors provided valuable support during transitions and leaves of absence in key roles, 
including some independent accounting services in addition to the audit. Over time, this arrangement gave 
IUC less direct control over the financial-statement preparation process and created a closer relationship 
than Council considered appropriate. The new auditor serves solely in an independent audit role and has 
brought a fresh perspective to the engagement. 

 
9.  SHOULD WE EXPECT TO RECEIVE ANNUAL FINANCIAL 
STATEMENTS REGULARLY IN OCTOBER? 

 

YES!   IUC intends to return to its target of completing each month-end close by the 15th of the following 
month. A timely quarter-end and year-end close would allow the audit to begin in July, conclude by the end 
of August, and be finalized in September for Council approval and distribution in the October Annual 
Report. 
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10.   HOW LONG SHOULD WE EXPECT THE $85,000 ANNUAL FUND 
TRANSFER TO SUPPORT OPERATIONS? 

The original source of these funds was the $1.6 million McIntrye bequest to Memorial fund.  The portion of 
this bequest that was designated to support operations had a seven-year term that will be complete in 
fiscal year ended June 30, 2027.  Trustees and Council will explore support for Operations by way of 
investment returns on the Memorial fund for future years.   

The Hospitality fund, created by a bequest, is expected to financially support its mandate for a ten-year 
term.  

 
11.   WHAT IS THE OPERATING CONTINGENCY, AND DO WE HAVE 
ANY CUSHIONS NOW THAT IT’S GONE? 

This fund was established by the Trustees & Council to set aside a rainy-day fund for extraordinary 
operating expenses were unexpected and unbudgeted.   

The Operating Contingency Fund receives 15% of each undesignated gift. Because IUC receives few 
undesignated gifts, this policy has not replenished the fund consistently. The Trustees are therefore 
reviewing whether to revise the policy or discontinue the fund and rely on the Memorial Fund for 
extraordinary operating expenses. 

Until the new policy is developed, the Trustees proposed and Council approved to move the balance of 
$114,230 by way of an interfund transfer to Memorial for fiscal year end June 30, 2026.  

12.  HOW MUCH LONGER IS THE LEASE TO THE GERMAN 
INTERNATIONAL SCHOOL? 

 

Effective August 1, 2025, IUC entered into a five-year renewal agreement extending through July 31, 2030. 
The relationship between GIST and IUC remains strong, with many exciting opportunities for collaboration. 
As a result of this collaboration, several families are now engaged in the IUC community.  

 
13.  WHY DON’T WE CAPITALIZE LARGE CAPITAL EXPENDITURES? 

This practice was adopted by Council many years ago as a means of focusing the attention and 
administration of capital expenditures based on the cash requirements to maintain, repair and improve the 
existing capital assets, as opposed to focusing on the original capital cost of the assets on the balance 
sheet, less depreciation.   



 

 7

Capitalizing assets would never be representative of the true value of the capital as for accounting 
purposes, assets are created based on the original cost less accounting depreciation, which may or may 
not represent the true value of the capital asset.  Repairs and maintenance are expensed.   

Therefore, for budgeting and administration, it was deemed more practical to focus on the cost to maintain 
and improve the campus’ as opposed to try and represent the assets on the balance sheet.  

For additional context, IUC insures its property and contents based on replacement value. The 
replacement values for the Islington is $19.6M and Bloordale is $6.7M.   

 
14.  WHY WAS THE RETURN ON THE SPECIAL PURPOSE FUNDS SO 
LOW THIS YEAR? 

Investment returns were lower or more volatile this past year due to a combination of rising bond yields, 
high market concentrations, heavy corporate debt issuance, and ongoing geopolitical or trade pressures. 

The external money manager was particularly cautious about the valuations of certain U.S. technology 
stocks known as the “Magnificent Seven.” Because these stocks had a disproportionate effect on U.S. 
market returns, their absence from our portfolio contributed to underperformance relative to the 
benchmarks. The manager believes our balanced portfolio carries less risk and is less vulnerable to a 
sudden market decline. 

Additionally, a large component of the investment portfolio is in short term fixed income for externally 
managed funds, such as the Refugee Support Fund.  The market returns on interest bearing debt, such as 
short dated bonds, has been low over the past few years.   

15.  HOW MUCH DID THE NEW GYM FLOOR COST THAT WAS 
COMPLETED IN AUGUST 2026? 

The Memorial Fund paid approximately $90,000 for the new gym floor, hallway flooring, and asbestos 
abatement completed before Music Camp. The improvements benefit Music Camp participants and the 
German International School Toronto. 

The cost was approximately $90,000.   


