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INDEPENDENT AUDITOR'S REPORT

To the Members of The Royal Canadian Marine Search and Rescue Inc.

Opinion

We have audited the financial statements of The Royal Canadian Marine Search and Rescue Inc.
(the Entity), which comprise:

o the statement of financial position as at March 31, 2026

o the statement of operations and changes in net assets for the year then ended

o the statement of cash flows for the year then ended

¢ and notes to the financial statements, including a summary of significant accounting policies
(Hereinafter referred to as the "financial statements").

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at March 31, 2026 and its results of operations and its 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 Financial Statements" section of our auditor's report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Canada and we have fulfiled 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 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.
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In preparing the financial statements, management is responsible for assessing the Entity'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
Entity or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity's financial reporting
process.

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 the 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:

e 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.

e 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 Entity's internal control.

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

e 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 Entity'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 Entity's to cease to continue as a going concern.
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o 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.

e 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.

Kins X
bt

Chartered Professional Accountants

Victoria, Canada
June 23, 2026



THE ROYAL CANADIAN MARINE SEARCH AND RESCUE INC.

Statement of Financial Position

March 31, 2026, with comparative information for 2025

Coast Guard Gaming General
Fund Fund Fund 2026 2025
Assets
Current assets:
Cash (note 3) $ 344853 $ 408,974 $ 780,773 $ 1,534,600 $ 1,378,613
Accounts receivable - - 90,000 90,000 59,445
Prepaid expenses 17,657 - - 17,657 24,914
362,510 408,974 870,773 1,642,257 1,462,972
Investments - - 14,683 14,683 18,156
Property and equipment (note 4) - - 2,481,503 2,481,503 2,579,730

$ 362,510 $ 408,974 $ 3,366,959 $ 4,138,443 $ 4,060,858

Liabilities and Net Assets
Current liabilities:

Accounts payable and accrued liabilities (note 5) $ 376,470 $ 1,198 $ 83,414 $ 461,082 $ 184,531
Interfund payable (42,323) (12,318) 54,641 - -
Deferred revenue (note 6) 18,105 33,957 37,967 90,029 76,208
Current portion of mortgage payable (note 8) - - 53,812 53,812 53,812
352,252 22,837 229,834 604,923 314,551
Deferred capital contributions (note 7) - 223,513 696,316 919,829 980,220
Mortgage payable (note 8) - - 864,758 864,758 922,200
352,252 246,350 1,790,908 2,389,510 2,216,970

Net Assets
Internally restricted - - 237,143 237,143 264,306
Externally restricted - 162,624 - 162,624 162,624
Invested in capital assets - - 1,336,531 1,336,531 1,321,997
Unrestricted 10,258 - 2,377 12,635 94,961
10,258 162,624 1,576,051 1,748,933 1,843,888

Contingency and commitments (note 9)

$ 362,510 $ 408,974 $ 3,366,959 $ 4,138,443 $ 4,060,858

See accompanying notes to financial statements.
On behalf of the Board:
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THE ROYAL CANADIAN MARINE SEARCH AND RESCUE INC.

Statement of Operations and Changes in Net Assets

Year ended March 31, 2026, with comparative information for 2025

Coast Guard Gaming General
Fund Fund Fund 2026 2025
Revenue:
Federal - Fisheries & Oceans $ 2,185,680 $ - 9 -3 2,185,680 $ 1,837,530
Federal - Other - - 120,740 120,740 38,995
Provincial - Gaming - 216,043 - 216,043 250,000
Provincial - Other - - 113,762 113,762 63,596
Donations - - 56,822 56,822 57,356
Other income 9,007 9,817 133,418 152,242 244,972
Amortization of deferred capital contributions - 5,504 54,888 60,392 47,543
2,194,687 231,364 479,630 2,905,681 2,539,992
Expenses:

Training 787,777 215,100 156,714 1,159,591 830,921
Operations 506,524 - 177,844 684,368 788,591
Administration 619,289 1,264 152,209 772,762 678,399
Amortization - - 98,227 98,227 95,690
Members 40,663 - - 40,663 42,316
Payment to CCGA National 174,969 - - 174,969 56,684
Interest on mortgage payable - - 51,707 51,707 55,928
Marketing and recruiting 18,349 - - 18,349 36,584
2,147,571 216,364 636,701 3,000,636 2,585,113
Excess (deficiency) of revenue over expenses 47,116 15,000 (157,071) (94,955) (45,121)
Interfund transfer (38,107) (15,000) 53,107 - -
Net assets, beginning of year 1,249 162,624 1,680,015 1,843,888 1,889,009
Net assets, end of year $ 10,258 $ 162,624 $ 1,676,051 $ 1,748,933 $ 1,843,888

See accompanying notes to financial statements.



THE ROYAL CANADIAN MARINE SEARCH AND

RESCUE INC.

Statement of Cash Flows

Year ended March 31, 2026, with comparative information for 2025

2026 2025
Cash provided by (used in):
Operations:
Excess (deficiency) of revenue over expenses $ (94,955) (45,121)
Items not involving cash:
Amortization 98,227 95,690
Amortization of deferred capital contributions (60,392) (47,543)
(57,120) 3,026
Changes in non-cash operating working capital:
Accounts receivable (30,555) 74,927
Prepaid expenses 7,257 4,568
Accounts payable and accrued liabilities 276,553 (197,638)
Deferred revenue 13,821 54,372
209,956 (60,745)
Financing:
Mortgage principal repayment (57,442) (53,222)
Investing:
Purchase of property and equipment - (160,881)
Decrease in investments 3,473 2,928
3,473 (157,953)
Increase (decrease) in cash 155,987 (271,920)
Cash, beginning of year 1,378,613 1,650,533
Cash, end of year $ 1,534,600 1,378,613

See accompanying notes to financial statements.



THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements

Year ended March 31, 2026

1. Nature and purpose:

The Royal Canadian Marine Search and Rescue Inc. (the "Entity") is incorporated under the
Canada Business Corporations Act as a corporation without share capital under the
sponsorship of the federal government. The objective is to provide organized volunteer marine
search and rescue and promote public boating safety in the Pacific Region of Canada.

The Entity is a registered charity under the Income Tax Act and is exempt from tax under
section 149 of the Income Tax Act.
2. Significant accounting policies:

These financial statements are prepared in accordance with Canadian accounting standards for
not-for-profit organizations. The Entity’s significant accounting policies are as follows:

(a) Basis of presentation:

The Entity records transactions using the deferral method of accounting for contributions.
A fund is determined for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions or limitations.

Coast Guard Contribution Agreement Fund (‘Coast Guard Fund') - activities associated
with Department of Fisheries and Oceans.

Gaming Fund - activities associated with grants received through the Gaming Branch -
Province of British Columbia.

General Fund - all other activities of the Entity.



THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

2. Significant accounting policies (continued):

(b) Property and equipment:

Property and equipment are stated at cost or deemed cost less accumulated amortization.
Capital assets are amortized on a straight-line basis over their estimated useful lives at the

following rates and basis:

Asset Rate
Buildings 40 years
Boating safety promotional equipment 5 years
Facility improvements 10 years
Furniture and fixtures 5 years
Marine simulator 10 years
Motor vehicles 5 years
Roads and parking lots 10 years
Training equipment 5 years
Vessels 5-30 years

Contributed property and equipment are recorded at fair value at the time of contribution.

Work in progress is not amortized until placed into service.

When property and equipment no longer contributes to the Entity’s ability to provide

services, its carrying amount is written down to its residual amount.
(c) Revenue recognition:

Unrestricted contributions are recognized as revenue of the General Fund in

the year

received or receivable if the amount to be received can be reasonably estimated and

collection is reasonably assured.

Externally restricted contributions are recognized as revenue in the year in which the
related expenses are incurred. Contributions restricted for the purchase of property and
equipment are deferred and amortized into revenue on a basis and rate corresponding

with the amortization rate of the related assets.



THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

2. Significant accounting policies (continued):

(d) Contributed materials and services:

Donated materials and services are recognized in the financial statements when the fair
value can be reasonably established, when the materials and services are used in the

normal course of operations and would otherwise have been purchased.

A number of people donate time and expertise to the Entity across its operations. Due to
the difficulty in determining their fair value, contributed services are not recognized in the

financial statements.

(e) Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Investments that are
quoted in an active market are subsequently measured at fair value and all changes in the
fair value are recognized in excess (deficiency) of revenue over expenses in the period
incurred. All other financial instruments are subsequently recorded at cost or amortized
cost, unless management has elected to carry the instruments at fair value. There are no

other financial instruments designated to be carried at fair value.

Transaction costs incurred on the acquisition of financial instruments measured
subsequently at fair value are expensed as incurred. All other financial instruments are
adjusted by transaction costs incurred on acquisition and financing costs, which are

amortized using the straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal
year if there are indicators of impairment. If there is an indicator of impairment, the Entity
determines if there is a significant adverse change in the expected amount or timing of
future cash flows from the financial asset. If there is a significant adverse change in the
expected cash flows, the carrying value of the financial asset is reduced to the highest of
the present value of the expected cash flows, the amount that could be realized from
selling the financial asset or the amount the Entity expects to realize by exercising its right
to any collateral. If events and circumstances reverse in a future period, an impairment
loss will be reversed to the extent of the improvement, not exceeding the initial carrying

value.



THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

2. Significant accounting policies (continued):

(f) Use of estimates:

The preparation of financial statements in accordance with Canadian accounting standards
for not-for-profit organizations requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting
periods. Actual results could differ from management's best estimates as additional
information becomes available in the future.

3. Restricted cash:

As at March 31, 2026, the Entity holds $344,853 of restricted cash in the Coast Guard Fund that
can only be used for expenses permitted by the Coast Guard Contribution Agreement and
$408,974 of restricted cash in the Gaming Fund that can only be used for eligible expenses
under the BC Gaming Grant.

4. Property and equipment:

Accumulated Net book
2026 Cost amortization value
Land $ 1,296,970 $ - $ 1,296,970
Buildings 1,375,328 641,001 734,327
Furniture and fixtures 65,341 64,678 663
Marine simulator 1,000,000 781,985 218,015
Motor vehicles 54,256 27,638 26,618
Roads and parking lots 21,164 15,007 6,157
Vessels 237,602 86,921 150,681
Work in progress - dock 48,071 - 48,071

$ 4098732 § 1,617,230 $ 2,481,502

During 2025, the marine simulator upgrade project was completed and $256,488 of capital
additons were transferred into service. $489,370 of historical cost and accumulated
amortization was removed, related to the disposal of fully depreciated components of the

simulator.



THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

4. Property and equipment (continued):

Accumulated Net book
2025 Cost amortization value
Land $ 1,296,970 $ - $ 1,296,970
Buildings 1,375,328 603,922 771,406
Furniture and fixtures 65,341 60,907 4,434
Marine simulator 1,000,000 756,336 243,664
Motor vehicles 54,257 16,787 37,470
Roads and parking lots 21,164 12,890 8,274
Vessels 237,602 68,161 169,441
Work in progress - dock 48,071 - 48,071

$ 4,098,733 $ 1,519,003 $ 2,579,730

5. Accounts payable and accrued liabilities:

There were no outstanding government remittances at March 31, 2026 and 2025.

The Entity has an undrawn line of credit available of $200,000 at March 31, 2026.

6. Deferred revenue:

The Entity receives grants from the Ministry of Fisheries and Oceans and the Provincial
Government of BC to fund its operations. It also receives designated donations which are not
recognized as revenue until spent. Funds unspent at the year-end are deferred for use in a

future year.

Balance, beginning of year $ 76,208
Restricted contributions received 33,956
Amount recognized as revenue (20,135)
Balance, end of year $ 90,029




THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

7. Deferred capital contributions:

Deferred capital contributions represent contributions restricted to acquiring property and
equipment. Deferred capital contributions are amortized on the same basis as the related
property and equipment. The changes in deferred capital contributions balance for the year are

as follows:
Balance, beginning of the year $ 980,220
Amount recognized as revenue (60,391)
Balance, end of year $ 919,829
8. Mortgage payable:
2026 2025

Coast Capital Savings loan bearing interest at 5.57% per

annum, repayable in monthly blended payments of

$9,096.

The loan matures on August 1, 2027 and is secured by

land, building and a general security agreement over

all present and after acquired property. $ 918,570 $ 976,013
Current portion (53,812) (53,812)
Long term portion $ 864,758 $ 922,201

9. Contingency and commitments:

From time to time, the Entity is subject to claims and other lawsuits that arise in the course of
business, some of which may seek damages in substantial amounts. Liability for these claims
and lawsuits are recorded to the extent that the probability of a loss is likely and it is estimable.



THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

10. Risk management:

(@)

(b)

(d)

Credit risk:

Credit risk is the risk that one party to a financial instrument will cause financial loss for
the other party by failing to discharge an obligation. Financial instruments that potentially
subject the Entity to credit risk consist primarily of accounts receivable. Accounts
receivables are not concentrated with any single party and are primarily due from
government agencies.

Currency risk:

Currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. The Entity is not exposed to
significant currency risks arising from its financial instruments as most transactions are
denominated in Canadian dollars.

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. Financial instruments that
potentially subject the Entity to interest rate risk consist primarily of mortgage payable.
The Entity manages the risk of future cash flows by having its debt at a fixed rate of
interest.

Liquidity risk:

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. Cash flow from operations provides a substantial
portion of the Entity's cash requirements. The Entity manages its liquidity risk by
monitoring its operating requirements. The Entity prepares budget and cash forecasts to
ensure it has sufficient funds to fulfil its obligations.

The imposition of US tariffs on cross-border trade will result in increased costs for goods
and services procured from US suppliers, impacting operations and infrastructure
projects. While the long-term impact of US tariffs remains uncertain, the Entity is actively
working to monitor and mitigate the risks and impacts of the tariffs.
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THE ROYAL CANADIAN MARINE SEARCH AND
RESCUE INC.

Notes to Financial Statements (continued)

Year ended March 31, 2026

11. Economic dependency:

The operations of the Entity are dependent on continuing funding from the Fisheries and
Oceans Canada and the Province of BC.

12. Comparative information:

The financial statements have been reclassified, where applicable, to conform to the
presentation used in the current year. The changes do not affect prior year earnings.
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