Q GrantThornton

Financial Statements
War Child Canada

December 31, 2019



War Child Canada

Contents

Independent Auditor's Report

Statement of Financial Position

Statement of Operations and Changes in Net Assets
Statement of Cash Flows

Notes to the Financial Statements

Schedule of International Programme Expenses



GrantThornton

Independent Auditor's Report Grant Thornton LL?

11th Floor

200 King Street West, Box 11
Toronto, ON

M5H 3T4

T +1416 366 0100
F +1 416 360 4949

To the Members of
War Child Canada

Qualified Opinion

We have audited the financial statements of War Child Canada (the “Organization”), which comprise
the statement of financial position as at December 31, 2019, and the statements of operations and
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.

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 War Child Canada as at December 31, 2019, and the results of its operations and
it cash flows for the year then ended in accordance with Canadian accounting standards for not-for-
profit organizations.

Basis for Qualified Opinion

In common with many not-for-profit organizations, the Organization derives revenue from 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 Organization.
Therefore, we were not able to determine whether any adjustments might be necessary to revenue,
deficiency of revenue over expenses, and cash flows from operations for the year ended December
31, 2019, current assets as at December 31, 2019, and net assets as at January 1 and December 31,
2019. The predecessor auditor’s opinion on the financial statements for the year ended December 31,
2018 was modified accordingly because of the possible effects of the limitation in scope.

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 report. We are independent of the Organization in
accordance with the ethical requirements that are relevant to our audit of the 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 qualified opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 4 in the financial statements, which indicates that the Organization incurred
a net loss from operations of $987,084 during the year ended December 31, 2019 and, as of that
date, its current liabilities exceeded its current assets by $2,007,681. As stated in Note 4, these
events and conditions, along with other matters as described in Note 4, indicate that a material
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uncertainty exists that may cast significant doubt on the Organization's ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

Emphasis of Matter — Restated Comparative Information

We draw attention to Note 3 to the financial statements, which explains that certain comparative
information presented for the year ended December 31, 2018 has been restated. The financial
statements for the year ended December 31, 2018, excluding the adjustments that were applied to
restate certain comparative information, were audited by another auditor, who expressed an
unmodified opinion on those financial statements on September 3, 2019. Our opinion is not modified
in respect of this matter.

Other Matter — Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The supplementary information included in the Schedule of International Programme
Expenses is presented for purposes of additional information and is not a required part of the financial
statements. Such information has been subjected to the auditing procedures applied only to the
extent necessary to express an opinion in the audit of the financial statements taken as a whole.

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

Management is responsible for the preparation and fair presentation of these 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 Organization'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
Organization or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Organization'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 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:

+ |dentify 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.
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+ 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 Organization’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 Organization’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
Organization to cease to continue as a going concern.

 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.

g‘w‘/m LLP

Toronto, Canada Chartered Professional Accountants
March 18, 2021 Licensed Public Accountants
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War Child Canada
Statement of Financial Position

December 31 2019 2018
(Restated —
Note 3)
Assets

Current assets
Cash $ 633,929 $ 503,878
Investments (Note 6) 537,780 959,075
Accounts and donor receivables (Note 7) 1,389,029 1,461,073
Prepaid expenses and deposits 100,449 136,980
2,661,187 3,061,006
Long-term investment - 52,570
Intangible assets (Note 8) 79,191 87,166
Capital assets (Note 9) 144,824 170,966

$ 2,885,202 $ 3,371,708

Liabilities
Current liabilities
Accounts payable and accrued liabilities (Note 10) $ 1,262,072 $ 956,379
Deferred contributions (Note 11) 3,376,260 3,175,368
Lease inducements 30,536 36,543
4,668,368 4,168,290
Net assets
Unrestricted (1.783.666) (796,582)

$ 2,885,202 $ 3,371,708

Guarantees and commitments (Notes 12 and 13)

Approved on behalf of the Board

elo

Director Director

See accompanying notes to the financial statements.



War Child Canada

Statement of Operations and Changes in Net Assets

Year ended December 31 2019 2018
(Restated —
Note 3)
Revenue
Grants $ 14,877,012 $ 14,244,727
Foundation donations 889,206 744 966
Individual donations 1,315,163 1,168,481
Special events 235,252 681,027
Corporate donations 66,050 183,644
Other 94,013 21,439
Donations-in-kind 423.104 189,167
17,899,800 17,233,451
Expenses
Program
International programmes (Schedule 1) 15,893,950 15,959,172
Programme support 999,471 1,058,791
Operations
General administration 726,485 577,591
Fundraising 811,296 889,070
Donations-in-kind 423.104 189,167
18,854,306 18,673,791
Deficiency of revenue over expenses
before the undernoted (954,506) (1,440,340)
Less: Amortization (32,578) (28,960)
Deficiency of revenue over expenses for the year (987,084) (1,469,300)
Net assets, beginning of year (as previously stated) (796,582) 1,927,068
Prior period adjustment (Note 3) - (1,254,350)
Net assets, end of year $ (1,783,666) (796,582)

See accompanying notes to the financial statements.



War Child Canada
Statement of Cash Flows

Year ended December 31 2019 2018
(Restated —
Note 3)
Increase (decrease) in cash
Operating activities
Cash receipts from operating revenue $ 17,661,825 $ 16,444,677
Cash paid to suppliers and employees (17,999,203) (18.067.836)
(337,378) (1,623,159)
Investing activity
Decrease in investments 473,865 43,538
Purchases of capital assets (6,436) (120,830)
467,429 (77,292)
Increase (decrease) in cash during the year 130,051 (1,700,451)
Cash position, beginning of year 503,878 2,204,329
Cash position, end of year $ 633,929 $ 503,878

See accompanying notes to the financial statements.



War Child Canada

Notes to the Financial Statements
December 31, 2019

1: Purpose of organization

War Child Canada (the "Organization”) was incorporated without shared capital under the
Canada Corporations Act on February 2, 1999, and was continued under the Canada Not-For-
Profit Corporations Act on April 4, 2013. The Organization is registered as a charitable
organization under the Income Tax Act (Canada).

The Organization was established for the purpose of bringing relief to persons anywhere in the
world who are suffering hardship, sickness or distress as a result of war and, in particular, to bring
such relief to children who are suffering. The Organization’s additional objective is to advance
education of the public on the effects of war, and especially the effects of war on children.

2, Significant accounting policies

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

(a) Revenue recognition

The Organization follows the deferral method of recording contributions.

Donations and pledges which are unrestricted are recorded in the financial statements as
revenue when received. Donations and grants designated for specified programs and
events are recognized as revenue in the year in which the related expenses are incurred.

Other income is recognized as revenue when received or receivable if the amount to be
received can be reasonably estimated and collection is reasonably assured.

(b)  Financial instruments

Financial statements consist of cash, investments, accounts and donor receivables, and
accounts payable.

Measurement

Financial instruments are recorded at fair value on initial recognition. The Organization
subsequently measures its financial instruments at amortized cost, except for investment
in equity instruments that are quoted in an active market, which are measured at fair value.

Impairment

Financial assets measured at amortized cost are tested for impairment when there are
indicators of impairment. The amount of any write-down or subsequent recovery is
recognized in the statement of operations.

(c)  Foreign currency translation

Transactions denominated in foreign currencies are translated at the exchange rate in
effect on the date they occur. Monetary assets and liabilities that are denominated in
foreign currencies are translated at the exchange rate in effect as of the statement of
financial position date. Gains or losses arising from foreign exchange translations are
recorded in the statement of operations and changes in net assets.



War Child Canada

Notes to the Financial Statements
December 31, 2019

2.

(d)

(e)

M

(@)

(h)

Significant accounting policies (continued)

Capital assets

Capital assets are recorded at cost less accumulated amortization and impairment, if any.
Amortization is provided at the following annual rates and bases:

Furniture and equipment 20% Declining balance
Leasehold improvements 5 years Straight-line
Computer hardware 30, 45, 55% Declining balance
Computer software 100% Declining balance
Lease inducements Term of lease

Contributed products and services

In its day to day operations, the Organization receives services and products from various
businesses and organizations. Such services and products are reported at their fair value,
if they would normally be purchased.

Intangible assets — Aeroplan miles

Aeroplan miles are measured at their estimated redemption value and recorded as
revenue and an intangible asset when received. Aeroplan miles are subsequently
expensed when used.

Allocations

The Organization classifies its functional activities between its program-related activities,
fundraising and general administration activities. The costs of each activity include the
direct costs associated with those activities, such as personnel and other direct expenses.
In addition, the Organization incurs several common or shared operating expenses in
connection with these activities, such as occupancy costs, administration and other indirect
costs. Where shared or indirect costs relate to more than one activity, the Organization
allocates these costs among all activities based on a historical analysis of the level of staff
activity and support by function. Management reviews the calculation on a regular basis.

Use of estimates

The preparation of financial statements in conformity with Canadian accounting standards
for not-for-profit organizations requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilities, revenue and expenses and the
disclosure of contingent assets and liabilities. These estimates are reviewed periodically,
and adjustments are made to excess (deficiency) of revenue over expenses as appropriate
in the year they become known. Components of these financial statements which include
estimates are the allowance for doubtful accounts and donor receivables and impairment
and useful lives of intangible and capital assets.

Deferred lease inducements

Deferred lease inducements consist of a period of free rent and are amortized on the
straight-line basis over the term of the lease.



War Child Canada

Notes to the Financial Statements
December 31, 2019

2, Significant accounting policies (continued)

Adoption of new accounting standards

On January 1, 2019, the Organization adopted new accounting standards Section 4433
Tangible capital assets held by not-for-profit organizations and Section 4434 Intangible assets
held by not-for-profit organizations. The most significant requirements include:

tangible capital assets must be separated into their component parts, when practicable,
and when estimates can be made of the lives of the separate components;

tangible capital assets and intangible assets are written down to fair value or replacement
cost to reflect partial impairments when conditions indicate that the assets no longer
contribute to an organization's ability to provide goods and services, or that the value of
future economic benefits or service potential associated with the assets are less than their
net carrying amounts; and

additional disclosures when an impairment has occurred.

The adoption of the new accounting standards was applied prospectively, except the
Organization was permitted to recognize an adjustment to opening fund balances at January
1, 2019 to reflect partial impairments of tangible and intangible assets existing at that date, if
any. The adoption of these standards did not have any impact on the statement of financial
position as at January 1, 2019 and the changes in financial position for the current period.

3. Prior period adjustment

During the year, the Organization, as part of a review of its contributions revenue recognition
policies, determined that externally restricted contributions had been improperly recognized as
revenue in fiscal 2018 and 2017 as the expenses related to these contributions had yet to be
incurred. As a result, the Organization has corrected this error by retrospectively restating its
comparative financial statements with the following effects:

Previously
Reported Adjustments Amended

Statement of Financial Position
Accounts and donor

receivables $ 1,512,998 § (51,925) % 1,461,073
Deferred contributions $ 629,320 $ 2,546,048 $ 3,175,368
Unrestricted net assets,

beginning of year (2018)  § 1,927,068 § (1,254,350) % 672,718
Unrestricted net assets,

end of year (2018) $ 1,801,391 $ (2,597,973) $ (796,582)
Statement of Operations and Changes in Net Assets
Grants (2018) $ 15,588,350 $ (1,343,623) $ 14,244,727



War Child Canada

Notes to the Financial Statements
December 31, 2019

4. Going concern and COVID-19

As at December 31, 2019, the Organization had a working capital and an unrestricted net asset
deficiency of $2,007,681 and $1,783,666, respectively, and incurred a net loss from operations
for the year then ended of $987,084. This has resulted in increased cash flow issues for the
Organization to locate additional sources of funding.

In addition, since December 31, 2019, the spread of COVID-19 has severely impacted many
local economies around the globe. In many countries, including Canada, businesses and
organizations are being forced to cease or limit operations for long or indefinite periods of time.
Measures taken to contain the spread of the virus, including travel bans, quarantines, social
distancing, and closures of non-essential services have triggered significant disruptions to
entities worldwide, resulting in an economic slowdown. Global stock markets have also
experienced great volatility. Governments and central banks have responded with monetary
and fiscal interventions to stabilize economic conditions.

The outbreak of COVID-19 has created both challenges and opportunities for the Organization.
It has caused increased uncertainty related to ongoing and future funding but has also provided
opportunities to secure new funding to support COVID-19 related programs.

The Organization’s financial position, the impacts of COVID-19 in the subsequent period and
uncertainties related to its future revenue sources cast significant doubt on the Organization’s
ability to continue as a going concern.

Management acknowledges the inherent uncertainty in relation to meeting revenue targets
within this environment but continues to focus on building and diversifying its unrestricted
revenue sources which will allow the Organization to eliminate its deficit, manage unexpected
shortfalls and meet its investment goals. To date, the Organization has successfully
renegotiated some agreements and secured additional unrestricted institutional funding to
reduce uncertainty in its revenue streams. The Organization has also reduced its cost structure
by reducing office space and lowering headcount.

For fiscal 2021, the Organization has approved a budget that will allow the Organization to
sustain operations throughout this period and meet its donor obligations. Management and
the Board continue to monitor the budget closely and are willing to take further action if
required.

Accordingly, the financial statements have been prepared on a going concern basis which
assumes that the Organization will continue its operations for the foreseeable future and will
be able to realize its assets and discharge its liabilities and commitments in the normal course
of operations.

These financial statements do not include any adjustments to the amounts and classification
of assets and liabilities that might be necessary should the Organization be unable to continue
as a going concern. If the Organization is not able to continue as a going concern, it may be
required to realize its assets and discharge its liabilities in other than the normal course of
business and at amounts different from those reflected in these financial statements. These
adjustments could be material.

10



War Child Canada

Notes to the Financial Statements
December 31, 2019

4. Going concern and COVID-19 (continued)

The Organization has determined that impacts of COVID-19 are non-adjusting subsequent
events. Accordingly, the financial position and results of operations as of and for the year ended
December 31, 2019 have not been adjusted to reflect their impact. The duration and impact of
the COVID-19 pandemic, as well as the effectiveness of government and central bank
responses, remains unclear at this time. It is not possible to reliably estimate the duration and
severity of these consequences, as well as their impact on the financial position and results of
the Organization for future periods.

5. Financial risks and concentration of risk
Market risk

Market risk is the risk that the fair value or expected 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 Organization is mainly exposed to
currency risk and interest rate risk.

i) Currency risk

Currency risk is the exposure of the Organization’s excess of revenue over expenses for
the year that arises from fluctuations in exchange rates. The Organization is exposed to
currency risk through its cash and donor receivables.

A significant portion of the Organization's contributions and project expenses are
denominated in foreign currencies. At year end, the statement of financial position included
the following amounts denominated in foreign currencies:

2019 2018
US Dollar
Cash $ 508,851 $ 173,624
Accounts and donor receivables 586,741 934,466
$ 1,095,592 $ 1 108,090
Afghan Afghani
Cash $ 17,624 $ 6,206
Accounts and donor receivables 18,253 -
$ 35,877 3 6,206
Jordanian Dinar
Cash $ 47,524 $ 31,402
Sudanese Pound
Cash $ 3,045 $ 22,245
Accounts and donor receivables - 47,837
$ 3,045 $ 70,082

11



War Child Canada

Notes to the Financial Statements
December 31, 2019

5. Financial risks and concentration of risk (continued)

Ugandan Shilling
Cash $ 28,108 $ 28,655
Accounts and donor receivables - 95,135

$ 28,108 $ 123,790

Euro
Accounts and donor receivables $ - % 152,718

ii) 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 Organization is exposed to
interest rate risk on its investments. The investments subject the Organization to a fair
value risk. There was no significant change in exposure from the prior year.

Credit risk

Credit risk arises from the potential that a third party may default on its contractual obligations
resulting in a financial loss. The Organization is exposed to credit risk through its accounts and
donor receivables. Donor receivables are all from government agencies. Accounts receivable
are from organizations and individuals known to the Organization with a proven history of
payment.

Liquidity risk
Liquidity risk is the risk that the Organization will encounter difficulty in meeting the obligations

associated with its financial liabilities, as mentioned in Note 4. The Organization is exposed to
this risk mainly in respect of its accounts payable.

6. Investments

a)  Short-term investments comprise:

2019 2018

Equities — at fair value $ 9,996 $ -
Guarantee Investment Certificates with Canadian

Imperial Bank of Commerce bearing interest between

1.15% and 1.50% (1.60% and 2.20% in 2018) per annum,

maturing between December 29, 2020 and December 31, 2020

(between May 3, 2019 and December 31, 2019) — at

amortized cost 527,784 959,075

$ 537,780 $ 959075

b) Long-term investments comprise:
2019 2018

Equities — at fair value $ - $§ 52570

12



War Child Canada

Notes to the Financial Statements

December 31, 2019

7. Accounts and donor receivables

2019 2018
Grants receivable $ 622,576 $ 987,256
Accounts receivable 415,239 50,360
War Child USA 314,602 323,126
Harmonized Sales Tax 36,612 100,331
$ 1,389,029 $ 1,461,073
8. Intangible assets
2019 2018
Balance, beginning of the year $ 87,166 $ 117,568
Additions during the year 71,170 98,129
Redemptions during the year (79,145) (128,531)
$ 79,191 $ 87,166

During the year, the Organization redeemed a total of 3,860,742 Aeroplan Miles (2018 -
6,269,744) with an estimated value of $79,145 (2018- $128,531) which were contributed from
third parties. The Organization uses an estimate of $.0205 per Aeroplan mile which is reviewed
annually for reasonableness. As at December 31, 2019 the remaining Aeroplan miles balance
was 3,863,008 (2018 - 4,251,980) with an estimated value of $79,191 (2018 - $87,166).

9. Capital assets

2019 2018

Net Book Net Book

Cost Amortization Value Value

Furniture and equipment $ 189415 $§ 120,487 $ 68,928 78,317
Leasehold improvements 50,435 14,122 36,313 45,391
Computer hardware 171,881 162,834 9,047 10,715
Lease inducements 42,550 12,014 30,536 36,543
$ 454281 $ 309,457 $ 144824 $ 170,966

10. Accounts payable and accrued liabilities

Accounts payable and accrued liabilities include $Nil ($33,178 in 2018) with respect to

government remittances.

13



War Child Canada

Notes to the Financial Statements
December 31, 2019

11. Deferred contributions

Deferred contributions consist of contributions and grants that are designated for specified
programs and events.

2019 2018

Balance, beginning of year $ 3,088,202 $ 4,307,994

Amounts received during the year 15,156,070 12,869,191
Revenue recognized during the year (14,877,012) (14,088,983)
3,367,260 3,088,202

Balance for Aeroplan miles (Note 8) - 87,166
Balance, end of year $ 3367260 $ 3175368

12. Guarantees

In the normal course of business, the Organization enters into agreements that meet the
definition of a guarantee. The Organization’s primary guarantees subject to disclosures are as
follows:

a) The Organization has provided indemnities under a lease agreement for the use of an
operating facility. Under the terms of this agreement, the Organization agrees to
indemnify the counter parties for various items including, but not limited to, all liabilities,
loss, suits, and damages arising during, on or after, the term of the agreement. The
maximum amount of any potential future payment cannot be reasonably estimated.

b)  The Organization indemnifies all directors and volunteers for various items, including but
not limited to, all costs to settle suits or actions due to services provided to the
Organization, subject to certain restrictions. The Organization has purchased liability
insurance to mitigate the cost of any potential future suits or actions. The amount of any
potential future payment cannot be reasonably estimated.

13. Commitments
The Organization has entered into operating lease agreements with respect to the rental of the
premises, as well as equipment, expiring in 2023. Minimum annual amounts due under these
leases are as follows:

Years ending December 31:

2020 $ 510,270
2021 160,439
2022 131,769
2023 43,297

14



War Child Canada

Notes to the Financial Statements
December 31, 2019

14. Allocation of expenses

Programme General 2019

support administration Fundraising Total

Rent and utilities $ 96,140 $ 105755 $ 76,912 $ 278,807
Administration 173,904 191,295 139,123 504,322

$ 270,044 $ 297,050 $ 216,035 $ 783,129

Programme General 2018

support administration _ Fundraising Total

Rent and utilities $ 78515 § 88,647 $ 86,114 $ 253,276
Administration 114,549 129,329 125,634 369,512

$ 193,064 $§ 217976 $ 211,748 § 622,788

15. Credit facilities

The Organization has an operating line of credit to a maximum of $150,000. This credit facility
bears interest at the prime rate plus 1%. No amount had been drawn on this facility as at
December 31, 2019 and 2018.

15



War Child Canada
Schedule of International Programme Expenses

December 31

2019 2018
Afghanistan $ 8491283 $ 7,542,493
Congo 664,747 467,566
Sudan 1,473,515 815,768
South Sudan 1,222,672 1,528,994
Uganda 2,988,676 3,861,091
Middle East 1,053,057 1,743,260

$ 15893950 $ 15959.172
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