Financial Statements of

SCOUTS CANADA NATIONAL
OPERATION

(formerty The Boy Scouts of Canada National Operation)

Year ended August 31, 2007



KPMG LLP Telephone (613) 212-KPMG (5764)
Ch.amred Accountants Fax (613) 212-2896
Suite 2000 Internet  www.kpmg.ca

160 Elgin Street
Ottawa ON K2P 2P8
Canada

AUDITORS' REPORT

The Scouts Canada National Operation

We have audited the statement of financial position of Scouts Canada National Operation (formerly
The Boy Scouts of Canada National Operation) as at August 31, 2007 and the statements of
operations, changes in fund balances (deficiency) and cash flows for the year then ended. These
financial statements are the responsibility of Scouts Canada National Operation management. 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 plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements.. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. '

In our opinion, these financial statements present fairly, in all material respects, the financial position
of Scouts Canada National Operation as at August 31, 2007 and the results of its operations and its
cash flows for the year then ended in accordance with Canadian generally accepted accounting
principles.
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SCOUTS CANADA NATIONAL OPERATION

Statement of Financial Position

August 31, 2007, with comparative figures for 2006

(In thousands of dollars)

Restricted
Operating and Endowed
~ Fund  Funds 2007 2006
Assets
Current assets:
Cash $ 282 $ 182 $ 464 2,162
Amounts receivable 784 55 839 927
Inventory 2,998 - 2,998 2,887
Prepaid expenses 20 355 375 380
Membership fees receivable (note 10(a)) 272 272 195
Deferred Canadian Jamboree costs (note 6) - -~ - 202
4,356 592 4,948 6,753
Investments (note 2) 679 5,678 6,357 3,627
Capital assets (note 3) 2,340 - 2,340 2,522
Prepaid pension costs (note 4) 1,514 - 1.514 768
Employee future benefits recovery
receivable (note 5) 2,700 - 2,700 2,795
Amounts due from Operating Fund (667) 667 -~ -
$ 10922 $ 6937 $ 17,859 16,365
Liabilities and Fund Balances (Deficiency)
Current liabilities:
Bank indebtedness $ - $ - $ - 804
Accounts payable and accrued
liabilities 882 284 1,166 1,344
Deferred revenue (note 6) 174 - 174 734
Current portion:
Inventory payables to Councils (note 7) 245 - 245 382
Loans from related parties (note 8) 138 - 138 -
1,439 284 1,723 3,364
Inventory payables to Councils (note 7) - - - 161
Loans from related parties (note 8) 945 - 945 1,047
Accrued employee future benefits (note 4(a)) 6,172 - 6,172 5,818
Fund balances (deficiency):
Operating Fund 26 - 26 (1,785)
Restricted Funds (schedule) - 5,449 5,449 4,109
Investment in capital assets 2,340 - 2,340 2,522
World Scout Foundation - 1,204 1,204 1,129
2,366 6,653 9,019 5,975
Contingent liabilities (note 9)
£ 10922 s 6.937 $ 178590 16 38K
See accg ing notes to financial statements.
On be Scouts Canada National Operations:
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SCOUTS CANADA NATIONAL OPERATION

Statement of Operations

Year ended August 31, 2007, with comparative figures for 2006
(In thousands of dollars)

Restricted
Operating  and Endowed Total Total
Fund Funds 2007 2006
(schedule)
Revenue:
Membership fees (note 10(a)) $ 3,746 $ - $ 3,746 2,868
Scout Shops sales 5,574 - 5,574 4,854
Insurance fees {(note 10(a)) - 1,485 1,485 1,562
Fundraising 418 - 418 420
Donations and sponsorships 311 56 367 288
Grants 33 - 33 167
Fees for services 86 - 86 94
Investment 27 181 208 331
Other 260 49 309 339
10,455 1,771 12,226 10,923
Expenses:
Salaries and benefits (note 11) 10,584 - 10,584 9,923
Recovery of salaries and
benefits (note 11) (7.,486) - (7.486) (6,541)
Scout Shops cost of sales 3,121 - 3,121 2,695
Insurance and legal - 864 864 1,072
Communication and promotion 234 - 234 229
Occupancy 224 - 224 232
Property maintenance 240 - 240 209
Administration 665 17 - 682 714
Canadian Leader magazine 21 - 211 231
Warehouse facility and freight 77 - 77 124
Council revenue sharing 97 - 97 95
Travel and meetings 217 26 243 200
World Bureau fees 102 - 102 29
Training and relocation 12 - 12 44
Programs and grants 25 73 98 206
Other 44 - 44 69
Interest 48 - 48 47
Transfer to World Scout Bureau - 141 141 97
Amortization of capital assets 239 - 239 239
8,654 1,121 9,775 9,984
Excess of revenue over expenses
before the undernoted 1,801 650 2,451 939
Endowed donations — World Scout Foundation - 75 75 55
Restructuring (note 12) (172) - (172) (251)
World Jamboree - 66 66 -
Canadian Jamboree (note 15) - 624 624 -
Excess of revenue over expenses $ 1629 $ 1415 $ 3,044 743

See accompanying notes to financial statements.



SCOUTS CANADA NATIONAL OPERATION

Statement of Changes in Fund Balances (Deficiency)

Year ended August 31, 2007, with comparative figures for 2006

(In thousands of dollars)

World
Investment Scout
Operating Restricted in Capital Foundation Total Total
Fund Funds Assets Endowment 2007 2006
{schedule)
Opening balance
(deficiency) $ (1,785) $ 4,109 $ 2522 ¢ 1,129 5975 § 5,232
Excess of revenue
over expenses 1,629 1,340 - 75 3,044 743
Change in investment in
capital assets:
Amortization of capital
assets 239 - (239) - - -
Cabital asset additions (57) - 57 - - -
Closing balance $ 26 $ 5449 § 2340 $ 1,204 9019 § 5,975

See accompanying notes to financial statements.



SCOUTS CANADA NATIONAL OPERATION

Statement of Cash Flows

Year ended August 31, 2007, with comparative figures for 2006
(In thousands of dollars)

2007 2006
Cash flows from operating activities:
Excess of revenue over expenses 3,044 743
Items not involving cash:
Amortization of capital assets 239 239
Change in pension and employee future benefit balances (297) 287
Changes in non-cash working capital:
Amounts receivable 88 319
inventory (111) 591
Prepaid expenses 5 290
Membership fees receivable (77) 139
Deferred Canadian Jamboree costs 202 (202)
Accounts payable and accrued liabilities (178) (152)
Deferred revenue (560) 337
‘Membership fees payable - (51)
2,355 2,540
Cash flows from investing and financing activities:
Capital asset additions (57) (79)
Decrease (increase) in investments (2,830) 218
Decrease in inventory payables to Councils (298) (424)
Increase in loan from Provincial Councils 36 539
(3,149) 254
Net increase (decrease) in cash (794) 2,794
Cash (bank indebtedness), beginning of year 1,258 (1,536)
Cash, end of year 464 1,258
Consisting of: ‘
Cash 464 2,162
Bank indebtedness - (904)
464 1,258
Supplemental cash flow information:
Interest paid 40 a7

See accompanying notes to financial statements.



SCOUTS CANADA NATIONAL OPERATION

Notes to Financial Statements

Year ended August 31, 2007
(Amounts in thousands of dollars)

Scouts Canada is a national organization operating programs aimed at contributing to the
development of young people in achieving their full physical, intellectual, social and spiritual
potential as individuals, as responsible citizens and as members of their local, national and
international communities through the application of Scouts Principles and Practices.

Scouts Canada was incorporated on June 12, 1914, by an Act of the Canadian Parliament and is
a registered charity under the Income Tax Act, and as such is not subject to income taxes.
Scouts Canada National Operation (the “National Operation®) is responsible for the national
activities of Scouts Canada and provides services to the Provincial and Regional Councils (the
*Councils") of Scouts Canada.

Effective February 21, 2007, by an Act of the Canadian Parliament, the legal name of The Boy
Scouts of Canada was changed to Scouts Canada.

Significant accounting policies:

The financial statements have been prepared in accordance with Canadian generally accepted
accounting principles and include the following significant accounting policies:

(a) Basis of presentation:

These financial statements reflect the operations of the National Operation only and do not
include the revenue, expenses, assets and liabilities of the Councils, Fondation Scouts
Canada Foundation and Canyouth Publications Inc.

(b) Fund accounting:

The National Operation follows the restricted fund method of accounting for not-for-profit
organizations.

The Operating Fund accounts for the National Operation’s program delivery, retail sales and
administrative activities. Restricted funds report the revenue, expenses and fund balances of
the activities of the National Operation for which the funding is restricted to that activity.

The World Scout Foundation Fund reports resources externally endowed by donors for the
benefit of the World Scout Bureau. The investment revenue earned on the World Scout
Foundation Fund is forwarded annually to the World Scout Bureau.

(¢) Inventory:
inventory is valued at the lower of average cost and net realizable value.
(d) Investments:

“Investments are recorded at cost plus accrued interest. Investments are written-down to
market value if the decline in value is considered other than temporary by management.



SCOUTS CANADA NATIONAL OPERATION

Notes to Financial Statements, page 2

Year ended August 31, 2007
(Amounts in thousands of dollars)

1.

Significant accounting policies (continued):

(e)

(f

(9)

Capital assets:

Capital assets are carried at cost less accumulated amortization. Amortization is recorded on
a straight-line basis over the estimated useful lives of the assets which is as follows:

Asset _ Term
Building 20 years
Betterment . 20 years
Office furniture and equipment 5 years
Computer hardware and software 3 years
Scout Shop equipment and renovations 3 years

Capital assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset
to estimated undiscounted cash flows expected to be generated by the asset. If the carrying
amount of an asset exceeds its estimated future cash flows, an impairment charge is
recognized by the amount by which the carrying amount of the asset exceeds the fair value of
the asset.

Employee benefit plans:

The cost of pensions and other post-retirement benefits earned by the employees covered by
defined benefit plans is actuarially determined using the projected benefit cost method
prorated on employees’ length of service and management's best estimate of expected plan
performance, salary escalation, retirement ages of plan members and expected health care
costs.

Pension plan assets are measured at fair value. Adjustments arising from plan amendments
are amortized on a straight-line basis over the average remaining service period of employees
active at the date of amendment. The excess of the net actuarial gain or loss over 10% of the
greater of the benefit obligation and the fair value of plan assets is amortized over the average
remaining service period of the active employees.

Revenue recognition:

Restricted contributions relating 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 in the year received
or receivable.



SCOUTS CANADA NATIONAL OPERATION

Notes to Financial Statements, page 3

Year ended August 31, 2007
(Amounts in thousands of dollars)

1. Significant accounting policies (continued):

(9

(h)

0

1)

Revenue recognition (continued):

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.

Investment income earned on restricted funds is recognized in the applicable restricted fund.
Other investment income is recognized in the Operating Fund when earned.

Membership, insurance and other Council related fees are recognized as revenue in the fiscal
year to which they relate. Amounts received but not recognized as revenue are recorded as
deferred revenue.

Donated materials and services:

Volunteers donate services throughout the year to assist the National Operation in carrying
out its activities. Because of the difficulty of tracking and determining their fair value, donated
materials and services are not recorded in the financial statements.

Foreign currency translation:

Monetary assets and liabilities denominated in foreign currencies are translated into Canadian
dollars at exchange rates in effect at year end. Revenue and expenses are translated at the
rate of exchange prevailing at the time of the transactions. Exchange gains and losses
resulting from the translation of these amounts are recorded in the statement of operations.

Use of estimates:

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amount of assets and liabilities, and contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from these estimates. These estimates are
reviewed annually and as adjustments become necessary, they are recorded in the financial
statements in the period in which they become known.



SCOUTS CANADA NATIONAL OPERATION

Notes to Financial Statements, page 4

Year ended August 31, 2007
(Amounts in thousands of dollars)

2.

Investments:

The National Operation holds investments for the following purposes:

2007 2006
Carrying Market Carrying Market
value value value value
Operating:
Employee future benefits $ 679 § 669 § 659 § 648
Restricted:
Insurance Fund 2,826 2,836 761 757
Brotherhood Fund 439 436 490 486
international Participation Fund 389 386 410 409
Canadian Jamboree 782 782 - =
World Scout Foundation 1,242 1,228 1,207 1,189
$ 6,357 $ 6,337 $ 3,527 $ 3,489
Investments consist of:
Bonds $ 4516 $ 4530 § 1675 § 1,680
Equities 906 872 943 900
Money market mutual funds 935 935 909 909
$ 6,357 § 6337 § 3527 § 3,489
Capiltal assets:
2007 2006
Accumulated Net book Net book
Cost amortization value value
Land 3 16 $ = $ 156 $ 15
Building ' 1,485 1,101 384 414
Betterment 2,801 1,000 1,801 1,934
Office furniture and
equipment 372 333 39 28
Computer hardware
and software 714 654 60 78
Scout Shop equipment
and renovations 87 46 41 53
3 5474 $ 3,134 $ 2,340 $ 2,622

Cost and accumulated amortizalion as at August 31, 2006 were $6,133 and $3,611 respectively.

During the year, the National Operation wrote off $716 of fully amortized capital assets.



























