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Independent Auditor's Report

To the board of directors of Homer Watson House Foundation

We have audited the financial statements of Homer Watson House Foundation (the Foundation),
which comprise the statement of financial position as at December 31, 2025, the statements of
operations, changes in net assets and cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

Qualified Conclusion

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 December 31, 2025, and its
results of operations and cash flows for the year then ended in accordance with Canadian
accounting standards for not-for-profit organizations.

Basis for Qualified Conclusion

In common with many not-for-profit organizations, the Foundation derives revenue from
donations and fundraising activities, the completeness of which is not susceptible to satisfactory
audit verification. Accordingly, verification of these revenues was limited to the amounts
recorded in the records of the Foundation. Therefore, we were not able to determine whether
any adjustments might be necessary to donation and fundraising revenue, excess of revenues over
expenses, and cash flows from operations for the year ended December 31, 2025 and 2024
current assets as at December 31, 2025 and 2024, and net assets as at December 31, 2025 and
2024. Our audit opinion on the financial statements for the year ended December 31, 2024 was
modified accordingly because of the possible effects of this limitation in scope.

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 Canadian accounting standards for not-for-profit organizations, 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 Foundation’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 Foundation or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Foundation’s financial
reporting process.
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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 Foundation’s internal control.

. 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 Foundation’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 Foundation to cease to
continue as a going concern.
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. 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.

BDO Canada [LFP

Chartered Professional Accountants, Licensed Public Accountants

Waterloo, Ontario
May 29, 2026



Homer Watson House Foundation
Statement of Financial Position

December 31 2025 2024

Assets

Current
Cash $ 125,407 S 175,246
Cash - Heritage Fund 91,829 91,829
Short-term investments (Note 2) 307,811 343,160
Short-term investments - HWHG Legacy Fund (Note 2) 513,048 475,664
Accounts receivable 9,167 5,614
Prepaid expenses 2,526 4,276

1,049,788 1,095,789

Capital assets (Note 3) 47,940 10,295
Art Collection (Note 3 & 4) 100 100
48,040 10,395

$ 1,097,828 S 1,106,184

Liabilities and Net Assets

Current
Accounts payable and accrued liabilities $ 143,482 S 178,178
Deferred contributions 8,648 14,050
152,130 192,228
Net Assets
Unrestricted funds
General fund 163,035 168,677
Internally restricted funds
Special Projects fund 177,786 177,786
HWHG Legacy fund 513,048 475,664
Heritage fund 91,829 91,829
945,698 913,956

$ 1,097,828 S 1,106,184

The accompanying notes are an integral part of these financial statements.



Homer Watson House Foundation
Statement of Changes in Net Assets

Special

General Projects HWHG Heritage
For the year ended December 31 Fund Fund Legacy Fund Fund 2025 2024

(Internally (Internally Restricted (Internally Restricted

(Unrestricted -Note 1) Restricted - Note 1) - Note 1) - Note 1)
Balance, beginning of the year S 168,677 $S 177,786 $ 475,664 $ 91,829 $ 913,956 § 880,561

Excess (deficiency) of revenues over

expenses (5,642) - 37,384 - 31,742 33,395
Balance, end of the year $ 163,035 § 177,786 $§ 513,048 $ 91,829 $ 945,698 § 913,956

The accompanying notes are an integral part of these financial statements.



Homer Watson House Foundation
Statement of Operations

For the year ended December 31 2025 2024

Revenue
Municipal funding $ 293,510 S 297,641
Registration and program fees 127,845 126,348
Federal funding 27,812 39,514
Investment income 36,821 38,244
Fundraising and donations 11,159 20,097
Exhibitions 9,582 9,586
Other revenue 9,342 11,100
Foundations 5,050 5,794
Provincial Funding 1,545 -
Unrealized gain on investments 20,938 30,415
543,604 578,739

Expenses
Wages and benefits 401,004 423,991
Programming 31,591 39,147
Facilities maintenance 22,018 22,425
Professional fees 29,545 20,503
Operational 13,318 18,224
Exhibitions 5,333 10,039
Insurance 1,458 4,080
Amortization 2,364 2,762
Fundraising 1,041 1,700
Advertising and promotion 1,143 1,296
Staff training 1,213 1,091
Conservation and collections 1,834 86
511,862 545,344
Excess of revenue over expenses S 31,742 S 33,395

The accompanying notes are an integral part of these financial statements.



Homer Watson House Foundation
Statement of Cash Flows

For the year ended December 31 2025 2024
Cash flows from operating activities
Excess of revenue over expenses S 31,742 S 33,395
Items not affecting cash:
Amortization of capital assets 2,364 2,762
Unrealized gain on investments (20,938) (30,415)
Gain on disposal of investments (5,597) -
7,571 5,742
Changes in non-cash working capital:
Accounts receivable (3,553) 3,854
Prepaid expenses 1,750 (1,940)
Accounts payable and accrued liabilities (34,696) (11,249)
Deferred contributions (5,402) 8,806
(34,330) 5,213
Cash flows from investing activities
Purchases of capital assets (40,009) -
Investment in short-term investments (6,624) (60,928)
Proceeds on disposal of short-term investments 31,124 -
(15,509) (60,928)
Net decrease in cash during the year (49,839) (55,715)
Cash, beginning of the year 267,075 322,790
Cash, end of the year $ 217,236 S 267,075
Represented by:
Cash $ 125,407 S 175,246
Cash - Heritage Fund 91,829 91,829
S 217,236 S 267,075

The accompanying notes are an integral part of these financial statements.



December 31, 2025

Homer Watson House Foundation
Notes to Financial Statements

1. Significant Accounting Policies

Nature and Purpose of
Organization

Basis of Accounting

The mission of the Homer Watson House Foundation is to preserve
and celebrate the legacy of Homer Watson's creative spirit by
stimulating the appreciation, enjoyment, and practice of the visual
arts.

The City of Kitchener owns the property commonly known as the
Homer Watson House & Gallery and the surrounding grounds
commonly known as 1754 and 1762 Old Mill Road, Kitchener. The
Province of Ontario has a heritage easement registered on title to
the property. The Homer Watson House Foundation is an
incorporated non-profit entity that manages the property and the
activities at the Homer Watson House & Gallery in consultation
with and subject to the approval of the Council of the City of
Kitchener. The Foundation receives and is dependent upon funding
from the City of Kitchener to assist in the management and
maintenance of the facilities.

The Foundation is incorporated under the Ontario Corporations Act
as a non-for-profit organization and is a registered charity under
the Income Tax Act (Canada) and accordingly is exempt from
income tax.

The financial statements have been prepared using Canadian
accounting standards for not-for-profit organizations.



December 31, 2025

Homer Watson House Foundation
Notes to Financial Statements

1. Significant Accounting Policies (continued)

Fund Accounting

To ensure observation of restrictions placed on the use of
resources available to Homer Watson House Foundation, the
accounts are maintained in accordance with the principles of fund
accounting. The resources are classified for accounting and
reporting purposes into the following funds which have been
established according to their nature and purpose:

The unrestricted General fund, reports the assets, liabilities,
revenues and expenses related to program delivery and
administrative activities.

The internally restricted Special Projects fund, reports the assets,
liabilities, revenues and expenses related to long-term projects.
Contributions and disbursements from this fund are at the
discretion of the Board of Directors. Revenues earned on the
investments held by the fund are reported in this fund.

The internally restricted Homer Watson House & Gallery Legacy
fund (HWHG Legacy fund) reports the assets, liabilities, revenues
and expenses related to capital and other expenditures.
Contributions and disbursements from this fund are at the
discretion of the Board of Directors. Revenues earned on the
investments held by the fund are reported in this fund.

The internally restricted Heritage fund, reports funds that were
established under the Province of Ontario's Heritage Challenge
Fund Community Program. Investment income earned on the
resources of the fund is reported in this fund.



December 31, 2025

Homer Watson House Foundation
Notes to Financial Statements

1. Significant Accounting Policies (continued)

Revenue Recognition

Financial Instruments

The Foundation follows the restricted fund method of accounting
for contributions whereby externally restricted contributions,
including endowment contributions, are recognized upon receipt in
the appropriate fund corresponding to the purpose for which they
were contributed. Externally restricted contributions to the
General fund are recognized as revenue when the related
expenditure occurs. Unrestricted contributions are recognized in
the General fund when received or receivable and collection is
reasonable assured. Wage subsidy grants are recorded in the
period in which the related expenditures are incurred.

Registration and program fees are recognized when the program
takes place.

Revenue from sales is recognized when the significant risks and
rewards of ownership are transferred to the customer, which
generally coincides with the time of purchase, collectability is
reasonably assured, persuasive evidence of an arrangement exists
and the sales price is fixed and determinable. Revenue is recorded
net of allowable discounts, rebates and commissions to artists.

Investment revenue is recorded when the right to receive payment
is established provided that collection is reasonably assured and it
can be reliably measured.

Arm’s length financial instruments are recorded at fair value at
initial recognition.

In subsequent periods, equities traded in an active market and
derivatives are reported at fair value, with any change in fair
value reported in income. All other financial instruments are
reported at cost or amortized cost less impairment. Transaction
costs on the acquisition, sale or issue of financial instruments are
expensed for those items measured at fair value and charged to
the financial instrument for those measured at amortized cost.

Financial assets are tested for impairment when indicators of
impairment exist. When a significant change in the expected
timing or amount of the future cash flows of the financial asset is
identified, the carrying amount of the financial asset is reduced
and the amount of the write-down is recognized in net income. A
previously recognized impairment loss may be reversed to the
extent of the improvement, provided it is not greater than the
amount that would have been reported at the date of the reversal
had the impairment not been recognized previously, and the
amount of the reversal is recognized in net income.
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December 31, 2025

Homer Watson House Foundation
Notes to Financial Statements

1. Significant Accounting Policies (continued)

Capital Assets

Contributed Services

Purchased capital assets are stated at cost less accumulated
amortization. Contributed capital assets are recorded at fair value
at the date of contribution, unless fair value is not determinable in
which case contributed tangible capital assets are recorded at
nominal value at the date of contribution. Contributed tangible
capital assets are subsequently amortized. Expenditures for
repairs and maintenance are expensed as incurred. Betterments
that extend the useful life of the capital asset are capitalized.

Amortization based on the estimated useful life of the asset is
calculated as follows:

Method Rate
Equipment Declining balance 20%
Office furniture Declining balance 20%
Computer hardware Declining balance 30%
Leasehold improvements Straight line 10 years

Amortization expense is reported in the statement of operations.

When a capital asset no longer contributes to the Foundation's
ability to provide goods and services, or the future economic
benefits or service potential of the tangible capital asset is less
than its carrying value, the excess of its net carrying amount over
its fair value or replacement cost is recognized as an expense in
the statement of operations. Any unamortized deferred
contribution amount related to the capital asset is recognized in
revenue in the statement of operations, provided that all
restrictions have been complied with.

When a capital asset is disposed of, the difference between the
net proceeds on disposition and the net carrying amount is
recognized in the statement of operations. Any unamortized
deferred contribution amount related to the capital asset disposed
of is recognized in revenue in the statement of operations,
provided that all restrictions have been complied with.

Volunteers contribute many hours per year to assist the Foundation
in carrying out its activities. The Foundation benefits from gifts in
kind from the City of Kitchener for the use of the Homer Watson
House building and land. Due to the difficulty of determining their
fair value, contributed services are not recognized in the financial
statements.
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December 31, 2025

Homer Watson House Foundation
Notes to Financial Statements

1. Significant Accounting Policies (continued)

Use of estimates

Foreign currency
translation

The preparation of these 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, the disclosure
of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the current period. These estimates are reviewed
periodically and adjustments are made to income as appropriate in
the year they become known. Estimates are made in the
amortization of PPE.

Foreign currency transactions are translated at the rates of
exchange in effect at the dates of the transaction. Resulting
foreign currency denominated monetary assets and liabilities are
translated at the rates of exchange in effect at the balance sheet
date. Gains and losses on translation of monetary assets and
liabilities are included in net income.
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Homer Watson House Foundation
Notes to Financial Statements

December 31, 2025

2. Short-term Investments
The carrying amounts of investments are comprised of the following:

2025 2024

General Fund:
Mutual fund 5,813 4,998
Guaranteed investment certificate for $63,341

earning compound interest at 4.90% per annum,

matured on June 17, 2025 - 65,535
Guaranteed investment certificate for $117,842

earning interest at 5.00% per annum, matured on

May 26, 2025 - 117,573
Guaranteed investment certificate for $50,000

earning interest at 5.00% per annum, matured on

May 21, 2025 - 51,952
Guaranteed investment certificate for $102,281

earning interest at 3.75% per annum, matured on

January 23, 2025 - 103,102
Guaranteed investment certificate for $117,835

earning interest at 3.24% per annum, maturing

July 25, 2026 120,271
Guaranteed investment certificate for $52,932

earning interest at 3.24% per annum, maturing

July 20, 2026 53,989
Guaranteed investment certificate for $66,980

earning interest at 3% per annum, maturing August

16, 2026 68,070
Guaranteed investment certificate for $59,548

earning interest at 1.8% per annum, maturing

March 1, 2026 59,668

307,811 343,160

HWHG Legacy Fund:
Portfolio shares 513,048 475,664

Investment income allocated to the HWHG Legacy fund for the year amounted to $37,384 (2024 -
$32,819).

Subsequent to year-end in March 2026, the guaranteed investment certificate for $59,548
matured and was reinvested in a new guaranteed investment certificate for $59,844 earning 1.8%
per annum maturing June 10, 2026.
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Homer Watson House Foundation
Notes to Financial Statements

December 31, 2025

3. Capital Assets

2025 2024
Accumulated Accumulated
Cost Amortization Cost  Amortization
Leasehold improvements  $ 38,677 $ - S - S -
Equipment 9,545 4,833 9,545 3,655
Office furniture 7,239 4,560 7,239 3,891
Computer hardware 4,323 2,451 2,992 1,935
Art Collection 100 - 100 -
59,884 11,844 19,876 9,481
Net book value S 48,040 S 10,395

During the current year the organization began reconstruction work on their building. The cost to
date of $38,677 is included in leasehold improvments but no amortization has been recorded since
the construction was not complete at year end.

4. Art Collection

The Foundation holds a collection of art created by Homer Watson, Phoebe Watson and artists
associated with the Doon School of Fine Arts that is held for exhibition and education. The
collection is shown on the statement of financial position as an asset at a nominal value of $100.

Acquisitions of works of art and related costs are shown as conservation and collections on the
statement of operations in the year of acquisition. Artwork donated to the collection is recorded
as a donation and expenditure at fair value, only when fair value can be easily obtained. During
the year $nil (2024 - Snil) was recorded as a revenue in fundraising and donations and as an
expense in conservation and collections for donated artwork.
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Homer Watson House Foundation
Notes to Financial Statements

December 31, 2025

5. Endowment Funds

The Homer Watson House and Gallery Arts Endowment Fund is established at the Ontario Arts
Foundation. Under the terms of the agreement, the capital cannot be withdrawn and only the
related income can be distributed to the Foundation.

The market value of the the Homer Watson House and Gallery Arts Endowment Fund at December
31, 2025 was $102,527 (2024 - $104,416). The distribution from the Endowment Fund during the
year was $5,081 (2024 - $4,692). The book value is $65,140 (2024 - $65,140).

The Homer Watson House & Gallery Endowment Fund is established at the Waterloo Region
Community Foundation. The investments of this fund form part of the pool of investments of the
Waterloo Community Foundation and the fund is entitled to a proportionate share of the
investment income of the Waterloo Community Foundation as determined by their Board of
Directors.

As at December 31, 2025, the market value held in an Endowment Fund with the Waterloo Region
Community Foundation was $47,949 (2024 - $45,905). The distribution from the Endowment Fund
during the year was $2,200 (2024 - $2,200) and the net investment activity was $4,244 (2024 -
$5,147).
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Homer Watson House Foundation
Notes to Financial Statements

December 31, 2025

6. Financial Instruments
Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The Foundation is exposed to credit risk resulting
from the possibility that a customer or counterparty to a financial instrument defaults on their
financial obligations; if there is a concentration of transactions carried out with the same
counterparty; or of financial obligations which have similar economic characteristics such that
they could be similarly affected by changes in economic conditions. The Foundation's financial
instruments that are exposed to concentrations of credit risk relate primarily to its accounts
receivable and short term investments. The majority of the Foundation's receivables are from
government sources and the Foundation works to ensure it meets all eligibility criteria in order to
qualify to receive the funding.

Liquidity risk

Liquidity risk is the risk that the Foundation will encounter difficulty in meeting its obligations
associated with financial liabilities. Liquidity risk includes the risk that, as a result of operational
liquidity requirements, the Foundation will not have sufficient funds to settle a transaction on the
due date; will be forced to sell financial assets at a value, which is less than what they are worth;
or may be unable to settle or recover a financial asset. The Foundation is exposed to this risk
mainly in respect of its accounts payable and accrued liabilities.

The Foundation’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient cash flows to fund its operations and to meet its liabilities when due, under
both normal and stressed conditions. The Foundation maintains a portion of its invested assets in
liquid securities.

Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises three types of risk:
currency risk, interest rate risk and other price risk. The Foundation is mainly exposed to interest
rate risk and other price risk.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Foundation is exposed to interest rate
risk on its fixed and floating interest rate financial instruments. Fixed-interest instruments
subject the Foundation to a fair value risk while the floating rate instruments subject it to a cash
flow risk.
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Homer Watson House Foundation
Notes to Financial Statements

December 31, 2025

7. Financial Instruments (continued)

The Foundation is exposed to changes in interest rates related to its investments in marketable
securities. The Foundation’s primary objective is to ensure the security of principal amounts
invested and provide for a high degree of liquidity, while achieving a satisfactory return.
Treasury risk management policies specify various investment parameters including eligible types
of investment, maximum maturity dates, maximum exposure by counterparties and maximum
credit ratings.

Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.
The Foundation is exposed to other price risk through its investments in quoted shares.

The Foundation manages other price risk through asset allocation and maintaining a portfolio that
is well diversified.

These risks remain unchanged from the prior year.
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