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INDEPENDENT AUDITORS’ REPORT

To the Members of
FoodShare Toronto Inc.

We have audited the accompanying financial statements of FoodShare Toronto Inc,
which comprise the statement of financial position as at December 31, 2010, the
statement of operations, statement of changes in net assets, and statement of 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
auditors' judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to error or fraud. 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 are 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.
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Basis for Qualified Opinion

In common with many charitable organizations, FoodShare Toronto Inc. derives
revenue from donations, the completeness of which is not susceptible to 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 revenue, excess of
revenue over expenses, current assets and net assets.

Qualified Opinion

In 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 FoodShare Toronto Inc. as at December 31, 2010,
and the results of its operations, changes in net assets and its cash flows for the year
then ended in accordance with Canadian generally accepted accounting principles.
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FOODSHARE TORONTO INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2010

REVENUE

Grants (note 3)

Grant - Ontario Realty Corporation (note 8)
Sales of produce, catering and plants (note 5)

Donations (note 4)
Bequests

Interest

Events and miscellaneous

EXPENSES

Salaries and benefits
Cost of produce, catering and plants
Office and general
Sub-contractors
Fundraising and events
Volunteers

Warehouse

Promotion

Vehicle expenses
Project transportation
Professional fees

Bad debts
Amortization

2010 2009
$ 2,936,135 2,904,017
165,165 165,165
1,891,143 1,813,777
614,095 624,091
9,164 48,697
6,841 15,878
41,507 24,682
5,664,050 5,596,307
2,624,640 2,576,753
1,399,075 1,348,540
352,818 363,996
244,295 217,606
191,220 173148
165,493 160,249
162,520 159,106
110,883 100,848
79,388 83,116
60,781 61,768
14,100 12,000
10,387 8,/12

310,520 319:.320

5,726,120 5,590,187
EXCESS (DEFICIENCY)OF REVENUE OVER EXPENSES $( 62,070) $ 6,120
5
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FOODSHARE TORONTO INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2010

ASSETS

Current

Cash

Accounts receivable

Grants receivable

Bequests and other receivables
Inventory

Prepaid expenses and deposits
Long-term

Investments (note 6)

Capital assets

2010 2009

$ 66,027 $ 189,434
109,462 125,257
149,855 154,376

69,510 53,778
69,153 74,846
13.877 30113
477,884 627,804

402,517 395831

Accumulated

Cost Amortization
Computers $ 111446 $ 89,891 21,555 39,454
Furniture and equipment 349,264 313,952 35312 81,582
Motor vehicles 341,468 263,732 77,736 21,618
Leasehold improvements 2,015,684 811,280 1,204,404 1425844
$ 2817862 $ 1478855 1,339,007 1,568,498
Green roof under construction - 9,334
Greenhouse under construction 296,624 54,407
296,624 63,741
$ 2,516,032 $ 2,655,974
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FOODSHARE TORONTO INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2010

2010 2009
LIABILITIES
Current
Bank overdraft (note 7) $ 276,501 $ -
Accounts payable and accrued liabilities 147,848 84,561
Deferred revenue (note 10) 184,749 294,471
609,098 379,032
Long-term
Deferred revenue related to capital assets (note 8) 1.353.297 1,661,235

1.962.395 2,040,267

NET ASSETS

Externally restricted (note 11) 100,000 100,000
Internally restricted for Food Forever Fund (note 11) 360,000 360,000
Unrestricted 93,637 155,707

553,637 615,707

$ 2,516,032 $ 2655974

Approved on Behalf of the Board:
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FOODSHARE TORONTO INC.
STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2010

BALANCE -
beginning of
year

Excess
(deficiency) of
revenue over

Internally

Restricted

for Food
Forever Endowment Unrestricted 2010 2009
(note 11) (note 11)

$ 360000 $ 100,000 $ 155707 $ 615707 $ 609,587

expenses - - ( 62,070) ( 62,070) 6,120
BALANCE -
end of year $ 360,000 $ 100,000 $ 93,637 $ 553,637 $ 615,707
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FOODSHARE TORONTO INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses $( 62,070) $ 6,120
Items not requiring an outlay of cash
Amortization of capital assets 310,520 319,320
Amortization of deferred revenue related to capital assets ( 293,754) ( 302,885)
Net changes in non-cash working capital:
Accounts, grant, bequest and other receivable 4,584 (  13,054)
Inventory 5,693 3,890
Prepaid expenses 16,236 29,941
Accounts payable and accrued liabilities ( 39,213) 40,809
Deferred revenue (109,722) _(_219080)

(167,726) _( 134939
CASH FLOWS FOR FINANCING ACTIVITIES

Proceeds from bank indebtedness 276,501 -
Contributions received related to capital assets 88,316 156,354
Repayment of bank loan - ( 971)
364,817 155,383
CASH FLOWS FOR INVESTING ACTIVITIES
Purchase of capital assets (81031 ( 81,548)
Green roof under construction - ( 9,334)
Greenhouse under construction ( 232,883) ( 22,881)
Investments ( 6,586) _(13713)
(320,500) _( 127476)
DECREASE IN CASH ( 123,409) ( 107,032
CASH - beginning of year 189,434 296,466
CASH - end of year $ 66,025 $ 189,434
9
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

PURPOSE OF THE ORGANIZATION

FoodShare Toronto Inc. was incorporated without share capital under the laws of Ontario
to act as a catalyst for the advocacy and change towards eliminating hunger and to assist
existing emergency food distribution agencies, food recovery programs and related
groups.

FoodShare Toronto Inc. is designated as a registered charitable organization under the
Canadian Income Tax Act, and accordingly is exempt from income taxes.

ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Canadian generally
accepted accounting principles appropriate for not-for-profit organizations and reflect
the following policies:

a) Revenue Recognition
The Organization follows the deferral method of accounting for contributions.
Restricted contributions are recognized as revenue in the year in which the related
expenses are incurred. 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 the sale of products is recorded in the accounts when the goods
have been delivered.

Interest is recognized on the accrual basis.
The Organization recognizes all other revenue when it is earned.
b) Financial assets and liabilities
Assets or liabilities held for trading
Financial instruments classified as assets or liabilities held for trading are reported

at fair value at each balance sheet date, and any change in fair value is recognized
in the statement of operations in the period during which the change occurs.
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

2. ACCOUNTING POLICIES - continued

Held-to-maturity investments, loans and receivables and other financial
liabilities

Financial instruments classified as loans and receivables, held-to-maturity
investments and other financial liabilities are carried at amortized cost using the
effective interest method. Interest income or expense is included in the statement
of operations over the expected life of the instrument.

c) Capital Assets

Capital assets are recorded at cost less accumulated amortization. Amortization is
calculated based on their estimated useful life on a straight line basis as follows:

Computers over 3 years
Furniture and equipment over 5 years
Motor Vehicles over 4 years
Leasehold improvements over 9 years

d) Inventory

Inventory consists of purchased food items held for sale, and is valued at the lower
of cost and net realizable. Cost is determined using the first in first out method.

e) Contributed Services

The Organization derives significant benefits from volunteers. Since these services
are not normally purchased by the Organization and because of the difficulty in
determining their fair value, donated services are not recognized in these financial
statements.

f) Use of Estimates

The preparation of financial statements in accordance with Canadian generally
accepted accounting principles requires management to make estimates and
assumptions based on currently available information. Such estimates and
assumptions may affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities as at the reporting date and the
reported amounts of revenue and expenses during the current period. Actual
results could differ from the estimates and assumptions used.

11
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

GRANTS

2010 2009
Federal $ 320062 $ 335,393
Provincial 152,403 124,695
City of Toronto 341,237 219851
United Way of Greater Toronto 308,311 323,566
Foundations 1,814,122 1,900,532

$ 2936135 $ 2,904,017

Foundation grant income has been reported net of distribution to agencies of $230,852
(2009-$701,678). These funds were received by FoodShare on behalf of food organization
partners as part of FoodShare Toronto's commitment to networking and partnership.

DONATIONS

2010 2009
Direct mail and others $ 528716 $ 513,658
Building campaign donation - (note 8) 85,379 110,433

$ 614095 $ 624091

SALES OF PRODUCE, CATERING AND PLANTS

2010 2009
Good food boxes and bulk sales $ 1,683,509 $ 1,620,324
Catering sales 206,595 163,266
Urban agriculture sales 1,039 5,837
"It's a Wrap" sales 24,350

$ 1891143 $ 1813777
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

INVESTMENTS

2010 2009

Term deposits - bearing interest at rates between 1.55% and $ 254,473 $§ 249,432
2.8% and maturing between 2011 and 2015.

Provincial bond, bears interest at coupon rate of 5.13% per
annum, matures December 2012. 48,044 46,499

1,000 preference shares in TREC Windpower Co-operative
Incorporated. (Windshare) (note 11) 100,000 100,000

$ 402517 $ 395931

Shares in Windshare bear the right to participate in the income, attend and vote at all
meetings of the members of Windshare.

BANK INDEBTEDNESS

The Organization has two lines of credit facilities ($200,000 and $400,000) and a master
card with a credit limit of $40,000 with Alterna Savings & Credit Union ("Union"). The two
lines of credit bear interest at the Union's prime rate plus 0.25% and 1.5% per annum
respectively, and are secured by a general security agreement. Bank indebtedness, as at
December 31, 2010 is comprised of $163,569 of total line of credit used and $112,932 of
outstanding cheques drawn on a savings account.

DEFERRED REVENUE RELATED TO CAPITAL ASSETS

Ontario Realty Corporation (ORC) Grant
The grant received from the ORC on behalf of "Waterfront Toronto", a tri-government

Toronto waterfront initiative, for leasehold improvements is deferred and recognized as
revenue on the same basis as the amortization of the leasehold improvements.
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

DEFERRED REVENUE RELATED TO CAPITAL ASSETS - continued

Building Campaign Donations

During the year the Organization recognized $85,379 of revenue that pertained to
donations received and restricted to the building campaign. The goal of the Building
Campaign is to raise funds for certain leasehold improvements, furniture & fixtures,
kitchen equipment and warehouse vehicles. The deferred donations are recognized as
revenue on the same basis as the amortization of the related capital assets.

Other Grants

Other grants are comprised of amounts received from various foundations and
governments for specific programs. The amounts are restricted for purchasing capital
assets required to operate the programs. The grants are recognized as revenue on the

same basis as the amortization of the related capital assets.

Changes in the deferred revenue related to capital assets are as follows:

Donations
ORC Grant for Other 2010 2009

Building Grants

Campaign
Balance - beginning
of year $ 1,055927 $ 250684 $ 354624 $ 1,661,235 $ 1,807,766
Add: Amounts
received during the
year - 937 87,379 88,316 156,354
Less: Amount
transferred to
accounts payable (i) - - ( 102,500) ( 102,500) -
Less: Amounts
recognized as
revenue ( 165165)_( 85379)_(  43210)_( 293.754) _(_302,885)
Balance - end of the
year $ 890762 $ 166242 $ 296293 $ 1353297 $ 1661235
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

8. DEFERRED REVENUE RELATED TO CAPITAL ASSETS - continued
D) The transfer to accounts payable represents an amount that is considered payable
to the City of Toronto until the Organization fulfils certain responsibilities with
respect to the completion of a rooftop garden project for the Toronto District
School Board.
9. BUILDING CAMPAIGN
In previous years the Organization spent $2,126,239 for leasehold improvements, of
which $1,500,000 was financed through grants from the ORC. The Organization launched
a building campaign to raise the balance of $626,239. As of December 31, 2010,
donations of $499,813 had been received. The Organization continues its building
campaign to raise the remaining $126,426.
10. DEFERRED REVENUE
Deferred revenue represents amounts restricted for operating expenses of specific
programs as specified by the donors. The amount recognized as revenue during the year
is included in Grants. Changes in the deferred revenue balance are as follows:
2010 2009
Balance - beginning of year $ 294471 $ 513,551
Add: Amounts received during the year 1,554,264 1,909,773
Less: Amount recognized as revenue (1,663986) _( 2,128853)
Balance - end of the year $ 184749 $§ 294471
11. OTHER RESTRICTIONS ON NET ASSETS

Included in net assets is, $100,000 which is subject to restriction imposed by the donor
stipulating permanent investment in Windshare (note 6). Investment income from
Windshare is unrestricted.
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

11.

OTHER RESTRICTIONS ON NET ASSETS - continued

The board of directors have internally restricted $360,000 as the Food Forever Fund which
is for future sustainability of the programs. These internally restricted amounts are not
available for any other purpose without approval of the board of directors.

12.

FINANCIAL INSTRUMENTS

The Organization has classified its cash and term deposits as held for trading, accounts
receivable as loans and receivables, and its accounts payable and accrued liabilities as
other liabilities.

Fair value

The carrying value of cash, accounts receivable, and accounts payable approximates their
fair values due to their short-term maturity.

The carrying value of the provincial bond and term deposits approximates their fair value
since they earn interest at a rate consistent with that earned by similar investments.

Risk

The term deposits and provincial bond earn interest at a fixed rate, therefore are not
exposed to fluctuations in market interest rates.

The cash and term deposits are held by a reputable and well capitalized financial
institution.

In management's opinion, the Organization is not exposed to any currency risk.

13.

COMMITMENTS

The Organization has entered into an operating lease for it's premises with the Toronto
District School Board and other leases for equipment. The future minimum lease
payments required over the next five (5) years are as follows:
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FOODSHARE TORONTO INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

13. COMMITMENTS - continued
Premises  Equipment
2011 $ 128526 ¢ 42 894
2012 $§ 128526 % 42,894
2013 $ 128526 $ 42,894
2014 $ 128526 $ 20,046
2015 and thereafter $ 214,210 $ 9,321
14. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the current year's
financial statement presentation.

17

Chartered Accountants and Business Advisors

Ii Kanish&Partners..-




