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INDEPENDENT AUDITOR'S REPORT

To the Members of The Cardus Institute:

Opinion

We have audited the consolidated financial statements of The Cardus Institute and subsidiaries, the "Group”, which
comprise the consolidated statement of financial position as at December 31, 2025, and the consolidated statements
of operations, changes in net assets and cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2025, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with Canadian accounting standards for not-
for-profit organizations.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the ethical
requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 Group or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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
consolidated 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 consolidated 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.

· 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 Group’s internal control.

· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

· 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 Group’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 consolidated 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 Group to cease to continue as a going concern.

· Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.

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.

Waterloo, Ontario LICENSED PUBLIC ACCOUNTANTS
May 27, 2026 CHARTERED PROFESSIONAL ACCOUNTANTS



THE CARDUS INSTITUTE>

consolidated statement
of financial position

 >DECEMBER 31, 2025

2025 2024

assets

current
Cash $ 4,700,844 $ 2,600,905
Other investments (Note 3) 506,761 500,000
Accounts receivable 467,956 476,797
Government remittances recoverable 66,304 43,692
Prepaid expenses 222,227 117,130

5,964,092 3,738,524
Capital assets (Note 4) 2,237,303 2,712,136

$ 8,201,395 $ 6,450,660

liabilities

current
Credit facilities (Note 5) $ 1,000,000 $ 1,000,000
Accounts payable and accrued liabilities 164,845 109,140
Deferred revenue (Note 6) 1,508,114 724,081

2,672,959 1,833,221

commitments (Note 8)

net assets
Net invested in capital assets 2,237,303 2,712,136
Unrestricted net assets 3,291,133 1,905,303

5,528,436 4,617,439

$ 8,201,395 $ 6,450,660

Approved on behalf of the board:

Director Director
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THE CARDUS INSTITUTE>

consolidated statement of
changes in net assets

>YEAR ENDED DECEMBER 31, 2025

2025 2024
invested in

capital assets unrestricted total total

balance, beginning of year $ 2,712,136 $ 1,905,303 $ 4,617,439 $ 4,207,605

Excess of revenue over expense for year (526,082) 1,437,079 910,997 409,834

Investment in capital assets 51,249 (51,249) - -

balance, end of year $ 2,237,303 $ 3,291,133 $ 5,528,436 $ 4,617,439
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THE CARDUS INSTITUTE>

consolidated statement of
operations

 >YEAR ENDED DECEMBER 31, 2025

2025 2024

revenue
Donations $ 9,210,408 $ 7,497,198
Activity income 359,901 324,631
Reimbursements 2,423 800
Rental income 8,400 2,100
Gain on disposal - 2,977
Unrealized gain 11,888 70
Foreign exchange loss (46,275) 33,138

9,546,745 7,860,914

expenses
Amortization 526,082 506,125
Bank charges and interest 34,575 37,708
Computer (Note 7) 91,631 56,922
Event Expenses 713,625 279,884
Human resources 4,806,633 4,397,674
Marketing and promotion 652,904 492,629
Meals and entertainment 4,470 3,306
Meeting expenses 38,005 22,503
Office expenses and miscellaneous (Note 7) 269,572 303,552
Professional fees 63,943 28,569
Project costs 343,951 254,244
Rent and utilities 504,151 529,693
Telecommunications 28,725 22,945
Travel 557,481 515,326

8,635,748 7,451,080
excess of revenue
over expenses for year $ 910,997 $ 409,834
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THE CARDUS INSTITUTE>

consolidated statement of
cash flows

>YEAR ENDED DECEMBER 31, 2025

2025 2024

operating activities
Excess of revenue over expenses for year $ 910,997 $ 409,834

Adjustments for:
Amortization 526,082 506,125
Unrealized gain on other investments (8,761) (2,614)
Amortization of deferred revenue (617,199) (517,208)

811,119 396,137

Changes in non-cash working capital:
Accounts receivable 8,841 (285,675)
Prepaid expenses (105,097) (25,401)
Accounts payable and accrued liabilities 55,706 (366,369)
Government remittances recoverable (22,612) 62,023

747,957 (219,285)

financing activities
Credit facilities - 945,000
Deferred revenue received 1,401,232 836,289

1,401,232 1,781,289

investing activities
Purchase of capital assets (51,250) (158,195)
Purchase of other investments (1,500,000) (1,000,303)
Proceeds from other investments 1,502,000 1,003,017

(49,250) (155,481)

Net change in cash for the year 2,099,939 1,406,523

Cash Balance, beginning of year 2,600,905 1,194,382

cash balance, end of year $ 4,700,844 $ 2,600,905
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THE CARDUS INSTITUTE>

notes to consolidated financial
statements

>DECEMBER 31, 2025

1. purpose of organization

Drawing on more than 2,000 years of Christian social thought, the mission of The Cardus Institute
and subsidiaries, the “Group”, is to perform research and education in the renewal of North American
social architecture; to, for the common good, enrich and challenge public debate through research,
events and publications.

2. significant accounting policies

Basis of Accounting - These consolidated financial statements have been prepared in accordance with
Canadian accounting standards for not-for-profit organizations. In addition, the Group also issues
non-consolidated financial statements.

Principles of Consolidation - The consolidated financial statements include the accounts of The
Cardus Institute and Cardus, Inc. US, formerly Work Research Foundation US, a controlled US-based
non-profit organization. Inter-company accounts and transactions have been eliminated.

Revenue Recognition - The Group follows the deferral method of accounting for revenue.
Unrestricted contributions are recognized as revenue when received. Restricted contributions are
recognized as revenue when the related expense is incurred.

Activity income is recognized as project milestones are achieved. The unearned portion of retainers
received are classified as deferred revenue.

Reimbursements are recognized as they are earned.

Rental income is recognized on a monthly basis as the rent becomes due.

Financial Instruments

Initial measurement - The Group initially measures its financial assets and liabilities originated or
exchanged in arm's length transactions at fair value.

The cost of a financial instrument in a related party transaction depends on whether the instrument has
repayment terms. If it does, the cost is determined using its undiscounted cash flows, excluding interest
and dividend payments, less any impairment losses previously recognized by the transferor. Otherwise,
the cost is determined using the consideration transferred or received by the Group in the transaction.

Subsequent measurement -  The Group subsequently measures all its financial assets and financial
liabilities originated or exchanged in arm's length transactions at amortized cost. Financial assets and
financial liabilities originated in related party transactions are subsequently measured at cost. Any
reduction for impairment is recognized in net income, in the period incurred.
Financial assets measured at amortized cost include cash and accounts receivable.

The Group has not designated any financial asset or financial liability to be measured at fair value.
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THE CARDUS INSTITUTE>

notes to consolidated financial
statements

>DECEMBER 31, 2025

Transaction costs -  The Group recognizes its transaction costs attributable to financial instruments
subsequently measured at fair value and to those originated or exchanged in a related party transaction
in income in the period incurred. Transaction costs related to financial instruments originated or
exchanged in an arm's length transaction that are subsequently measured at costs or amortized cost are
recognized in the original cost of the instrument. When the instrument is measured at amortized cost,
transaction costs are recognized in income over the life of the instrument using the straight line
method.

Impairment - For financial assets measured at cost or amortized cost, the Group determines whether
there are indications of possible impairment. When there are, and the Group determines that a
significant adverse change has occurred during the period in the expected timing or amount of future
cash flows, a write down is recognized in income. If the indicators of impairment have decreased or no
longer exist, the previously recognized impairment loss may be reversed to the extent of the
improvement. The carrying amount of the financial asset may be no greater than the amount that
would have been reported at the date of the reversal had the impairment not been recognized
previously. The amount of the reversal is recognized in net income.

Capital Assets and Amortization - Purchased capital assets are recorded at cost. Contributed capital
assets are recorded at fair value at the date of contribution. Amortization is provided in the accounts
using the following methods and annual rates:

Asset Method Period
Leasehold improvements Straight line 10 years
Computer equipment Straight line 3 years
Furniture and fixtures Straight line 5 years

Capital assets acquired during the year are amortized at one half the above annual rates.

Cloud Computing Arrangements - At the inception of a cloud computing arrangement, the Group
allocates the consideration to significant separable elements based on their specific sales price.
Development costs and costs related to the right to use a tangible asset are recognized according to the
applicable accounting policies for such elements.

To account for expenditures in a cloud computing arrangement that fall within the scope of AcG-20,
Customer’s Accounting for Cloud Computing Arrangements, the Group has opted for the
simplification approach. Accordingly, such expenditures are treated as the supply of services and
recognized as an expense when the services are received. These expenses are presented under the
"Office expenses and miscellaneous" and "Computer" lines on the income statement.

The Group recognizes prepayments as an asset when payments are made in advance for services not yet
received. These prepayments are subsequently expensed as the services are consumed.

Costs related to implementation activities, including configuration and customization, are expensed as
incurred unless they meet the criteria for capitalization under other applicable accounting standards.
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THE CARDUS INSTITUTE>

notes to consolidated financial
statements

>DECEMBER 31, 2025

Contributed Materials and Services - Volunteers contribute their time to assist the Group in carrying
out its service delivery activities. Because of the difficulty of determining their fair value, contributed
services are not recognized in the consolidated financial statements.

The Group receives contributed materials, the fair value of which may or may not be reasonably
determinable. Contributed materials are recognized as donations when fair value can be determined.
During the year, $Nil (2024 - $Nil) was recognized as donations in-kind.

Disclosure and Use of Estimates - The preparation of consolidated financial statements in
accordance 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 and
disclosure of contingent assets and liabilities at the date of the consolidated financial statements and
reported amounts of revenues and expenses during the reporting period. These estimates are reviewed
periodically, and as adjustments become necessary, they are reported in earnings in the period in which
they become known.

Estimates are used when accounting for certain items such as revenues, useful lives of capital assets and
asset impairments.

3. other investments

Other investments consists of guaranteed investment certificates and investment savings account.

4. capital assets

accumulated net net
cost amortization 2025 2024

Leasehold improvements $ 3,302,204 $ 1,364,159 $ 1,938,045 $ 2,268,266
Computer equipment 296,484 214,929 81,555 87,655
Furniture and fixtures 903,404 685,701 217,703 356,215

$ 4,502,092 $ 2,264,789 $ 2,237,303 $ 2,712,136

5. credit facilities

The Group has a $850,000 operating line of credit bearing interest at prime plus 1.25%, of which
$Nil (2024 - $Nil) was used at year end. As collateral for the operating facility, the Group has
provided a general security agreement, constituting a first ranking security interest in all personal
property of the borrower.

The Group has a $1,000,000 operating loan that bears no interest, of which $1,000,000 (2024 -
$1,000,000) was used at year end.
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THE CARDUS INSTITUTE>

notes to consolidated financial
statements

>DECEMBER 31, 2025

6. deferred revenue

During the year, the Group received funds from interested parties which are restricted to a specific time
period or to support specific projects. The following reflects the continuity of the funds received and
the amounts deferred to future periods:

2025 2024

Balance, beginning of year $ 724,081 $ 405,000

Amounts received designated for specific projects 1,401,232 836,289
Amounts recognized as revenue in the year (617,199) (517,208)

Balance, end of year $ 1,508,114 $ 724,081

7. cloud computing arrangements
The Group applies the simplification method outlined in AcG-20, Customer’s Accounting for Cloud
Computing Arrangements, for recognizing cloud computing arrangements with suppliers. During the
year, the Group expensed $280,684 (2024 - $186,765) related to these arrangements. These expenses
are presented under the "Office expenses and miscellaneous" and "Computer" lines on the income
statement.

8. commitments
The Group is obligated under leasing contracts for the premises from which it operates. The leases
expire  at  various  times  and the  future  minimum lease  payments  in  each  of  the  next  five  years  are  as
follows:

2026 $ 462,776
2027 $ 415,306
2028 $ 371,723
2029 $ 376,835
2030 $ 190,995

9. comparative figures

Certain of the comparative figures have been restated to conform to the presentation adopted for the
current year.
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THE CARDUS INSTITUTE>

notes to consolidated financial
statements

>DECEMBER 31, 2025

10. financial instruments

Risk management - The significant risks to which the Group is exposed are credit risk, interest rate
risk, currency risk and liquidity risk. There has been no change to risk from the prior year.

Credit risk - The Group provides credit in the normal course of operations. Credit risk is minimized
through progress billings and the use of retainers.

Interest rate risk - The Group's interest-bearing liabilities include operating line of credit and long-
term debt.

The Group's operating line of credit bears interest at a variable rate. Changes in the bank's prime
lending rate can cause fluctuations in interest payments and future cash flows associated with the
principal portion of the operating line of credit. The Group has fixed interest rates on the long term
debt. Consequently, the exposure to fluctuations in future cash flows, with respect to these
instrument, as a result of changes in market interest rates, is limited.

Currency Risk - Some assets, liabilities, revenues and expenses are exposed to foreign exchange
fluctuations.  As at December 31, 2025, cash, accounts receivable, accounts payable and accrued
liabilities of $1,299,003, $226,820 and $155,384 respectively (2024 - $490,051, $268,222 and
$34,038) are denominated in US dollars.

Liquidity Risk -  Liquidity  risk  is  the  risk  that  the Group will not be able to meet its obligations
associated with financial liabilities.  Cash flow from operations provides a substantial portion of the
Group's cash requirements.  Additional cash requirements are met with the use of the available
operating line of credit and bank borrowings under long term credit arrangements.  The available
operating line of credit provides flexibility in the short term to meet operational needs and bridge
long term financing. The Group's borrowing arrangements are concentrated with a single Canadian
financial institution.
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