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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of Centre for Affordable Water and Sanitation Technology

Opinion

We have audited the financial statements of Centre for Affordable Water and Sanitation
Technology (the Entity), which comprise:

« the statement of financial position as at December 31, 2018

o the statement of operations for the year then ended

 the statement of changes in net assets for the year then ended

¢ the statement of cash flows for the year then ended

e 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 December 31, 2018, 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
"Auditors’ Responsibilities for the Audit of the Financial Statements" section of our
auditors' report.

KPMG LLP is a Canadian limited liability parinership and a member firm of the KPMG network of indepandent member firms
affiliated with KPMG Intemational Cooperative ("KPMG International’), a Swiss entity,. KPMG Canada provides services to KPMG
LLP,






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 fulfilled our other
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
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 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.

Auditors’ 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 auditors' 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.






KPMG

We also:

L]

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.

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.

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 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 auditors' 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 auditors'
report. However, future events or conditions may cause the Entity's 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.

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.

Kf’lfﬁ LLP

Chartered Professional Accountants

Calgary, Canada
April 25, 2019






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Statement of Financial Position

December 31, 2018, with comparative information for 2017

2018 2017
Assets
Current assets:
Cash and cash equivalents $ 1,533,266 $ 1,006,538
Term deposits (note 3) 20,720,808 14,464,474
Accounts receivable 177,169 172,712
Government sales tax receivable 9,063 5,662
Prepaid expenses 78,030 79,977
22,518,336 15,729,363
Property and equipment (note 4) 123,875 133,702
$ 22,642,211 $ 15,863,065
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 275,044 $ 234,783
Deferred contributions (note 5 and 7) 5,132,991 5,993,288
5,408,035 6,228,071
Deferred contributions (note 5 and 7) 14,570,223 7,010,324
Deferred capital contributions (note 8) 35,042 77,092
20,013,300 13,315,487
Net assets 2,628,911 2,547,578
Commitments (note 10)
Subsequent event (note 12)
$ 22,642,211 $ 15,863,065

See accompanying notes to financial statements.

Approved on behalf of the Board:

—fle .|

Sty
=

Director

Director






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Statement of Operations

Year ended December 31, 2018, with comparative information for 2017

2018 2017

Revenues:
Donations (notes 5 and 7) $ 4,249,682 $ 4,438,055
Grant Revenue (note 7) 1,125,647 720,109
Interest income (note 6) 308,464 151,411
Amortization of deferred capital contributions (note 8) 42,050 42,050
Training courses 1,360 32,459
Project consulting 200,580 72,119
5,927,783 5,456,203

Expenses:
Salary and benefits (note 11) 3,239,504 2,976,520
Water Expertise and Training Centers 691,355 454,843
Consulting 725,289 249,489
Travel 423,322 322,891
Office and administration 380,666 334,779
Rent and utilities 176,443 172,914
Loss on sale of marketable securities (note 5) 9,861 27,810
Insurance 39,410 41,235
Professional fees 38,160 39,905
Training and conferences 31,728 19,644
Materials and laboratory supplies 9,843 11,183
Meals and entertainment 14,564 1,592

Unrealized foreign exchange gain (13,185) (44,596)

Depreciation 79,490 82,614
5,846,450 4,690,823
Excess of revenues over expenses $ 81,333 $ 765,380

See accompanying notes to financial statements.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Statement of Changes in Net Assets

Year ended December 31, 2018, with comparative information for 2017

2018 2017
Balance, beginning of year $ 2,547,578 $ 1,782,198
Excess of revenues over expenses 81,333 765,380
Balance, end of year $ 2,628,911 $ 2,547,578

See accompanying notes to financial statements.






CENTRE FOR AFFORDABLE WATER

AND SANITATION TECHNOLOGY

Statement of Cash Flows

Year ended December 31, 2018, with comparative information for 2017

2018 2017
Cash provided by (used in):
Operating activities:
Excess of revenues over expenses 3 81,333 $ 765,380
Proceeds on sale of marketable securities 10,506,083 2,882,377
Items not affecting cash flows:
Depreciation 79,490 82,614
Amortization of deferred capital contributions (42,050) (42,050)
Marketable securities donated (10,515,944) (2,910,187)
Loss on sale of marketable securities 9,861 27,810
Unrealized foreign exchange gain (13,185) (44,596)
105,588 761,348
Net change in non-cash working capital balances:
Accounts receivable (4,457) (87,877)
Government sales tax receivable (3,401) 1,626
Prepaid expenses 1,947 (52,308)
Accounts payable and accrued liabilities 40,261 58,062
Government payroll tax payable - —
Deferred contributions 6,699,602 (40,625)
Deferred capital contributions received - -
6,839,540 640,226
Investing activities:
Purchase of property and equipment (69,663) (29,367)
Purchase of term deposits (32,992,582) (19,403,246)
Redemption of term deposits 26,736,248 18,574,347
(6,325,997) (858,266)
Increase (decrease) in cash and cash equivalents 513,543 (218,040)
Foreign exchange gain on cash held in foreign currencies 13,185 44,596
Cash and cash equivalents, beginning of year 1,006,538 1,179,982
Cash and cash equivalents, end of year $ 1,533,266 $ 1,006,538

See accompanying notes to financial statements.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements

Year ended December 31, 2018, with comparative information for 2017

1.

Purpose of the organization:

The Centre for Affordable Water and Sanitation Technology (‘CAWST”) was formed to provide
technical training and support in water sanitation services for those who serve the poor in
developing countries. CAWST was incorporated on October 2, 2001 under the Alberta Societies
Act as a not-for-profit organization. CAWST is a registered charity under Section 149(1) of the
Income Tax Act and accordingly, is not subject to income tax. Effective January 1, 2002 CAWST
was awarded charitable status for income tax purposes.

Significant accounting policies:

The financial statements have been prepared in accordance with Canadian accounting standards
for not-for-profit organizations ("ASNPQ") and include the following significant accounting policies:

(a)

(b)

(c)

(d)

Basis of accounting:

CAWST maintains its accounts using the accrual basis of accounting. Under this method, all
revenue is recorded when earned and collection is reasonably assured and expenses are
recorded when incurred. CAWST currently has only one fund, the Operating Fund, which is
unrestricted and accounts for the Centre’s program delivery and administrative activities.

Cash and cash equivalents:

Cash and cash equivalents includes cash on deposit, short-term investments and term deposits
with original maturities of less than three months.

Term deposits:

Term deposits are recorded at cost and include amounts having original maturity dates greater
than three months and less than one year if classified as current and having maturities dates
greater than one year if classified as long term.

Marketable securities:

Periodically, CAWST receives donations of securities of publicly traded companies. The fair
value of these securities is determined by the closing market price on the day the securities
were received and when the securities are freely tradable by CAWST.

After the initial revenue recognition, the securities will be re-measured at their fair value
(‘marked to market”) without any deduction for transaction costs that may be incurred on their
future sale. To the extent the fair value changes from the initial fair value recognition, such
difference, either positive or negative, is recorded as income or as an expense in the statement
of operations with the carrying value of the securities adjusted accordingly on the balance
sheet.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 2

Year ended December 31, 2018, with comparative information for 2017

2, Significant accounting policies (continued):

(e)

®

(9)

(h)

Property and equipment:

Property and equipment is recorded at cost. Donated property and equipment is recognized
at fair market value when fair market value at date of contribution can be reasonably estimated.
Depreciation is recorded using the straight-line method over the estimated lives of the assets
as follows:

Computer hardware and software 3 years
Office furniture 10 years
Leasehold improvements Term of lease - 5 years

CAWST reviews for impairment whenever events or changes in circumstances indicate that
the carrying value of an asset may not be reasonable and exceeds its fair value.

Revenue recognition:

CAWST follows the deferral method of accounting for contributions, which include donations
and grants. Revenue is recognized when collection is reasonably assured. Externally
restricted contributions are deferred and recognized as revenue in the year in which the related
expenses are incurred. Unrestricted contributions are recognized as revenue in the year
received or receivable if the amount to be received can be reasonably estimated and collection
is reasonably assured.

Project consulting revenue is recognized when the related service is provided.
Donated materials and services:

Donations in kind are recorded in the financial statements at fair market value when the fair
market value can be reasonably estimated and they would otherwise have been purchased.
Volunteers contribute substantial donated time and services to assist CAWST in carrying out
activities. Because of the difficulty of determining fair market value of these donated services,
they are not recorded in these financial statements.

Revenue associated with capital-in-kind asset donations is recognized as donations revenue
in amounts that equal the annual depreciation of the capital in-kind asset contribution.

Foreign currency translation:

Monetary assets and liabilities in foreign currencies are translated to Canadian dollars at rates
of exchange in effect at the end of the period. Other assets and liabilities, revenues and
expenses are translated at rates of exchange in effect at the respective transaction dates. The
resulting exchange gains and losses are included in the statement of operations.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 3

Year ended December 31, 2018, with comparative information for 2017

2. Significant accounting policies (continued):

(@i

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding derivative
instruments that are not in a qualifying hedging relationship and equity instruments that are
quoted in an active market are subsequently measured at fair value. All other financial
instruments are subsequently recorded at cost or amortized cost, unless management has
elected to carry the instruments at fair value. CAWST has not elected to carry any such
financial instruments 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, CAWST 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 CAWST 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.

Credit risk:

CAWST's exposure to credit risk is on cash and cash equivalents, term deposits and accounts
receivable.

Credit risk relates to the possibility that a loss may occur from the failure of another party to
perform according to the terms of a contract. Cash and cash equivalents consists of cash and
bank balances; the term deposits represent investments with a Canadian financial institution.
Credit risk for accounts receivable is the risk that the obligation will fail to be discharged causing
CAWST to incur a financial loss. Credit risk is minimized by ensuring that cash and term
deposits are limited to amounts covered by insurance limits and are placed with reputable
Canadian Chartered banks. Creditis only extended to those entities that management believes
have the financial capacity to pay obligations due to CAWST.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 4

Year ended December 31, 2018, with comparative information for 2017

2. Significant accounting policies (continued):

(i)

Financial instruments (continued):
Liquidity risk:

Liquidity is the risk that CAWST will encounter difficulty in raising donations to meet
commitments associated with financial instruments. Management controls liquidity risk through
cash flow projections used to forecast funding requirements for its financial instruments and
through maintaining financial reserves.

Interest rate risk:

CAWST's exposure to interest rate risk is limited to fluctuations in the interest rate related to
their investments in term deposits.

Foreign currency risk:

CAWST is exposed to foreign currency fluctuations as it holds cash denominated in various
foreign currencies. A 1% change in foreign exchange rates would impact the cash held in
foreign currencies by approximately $570. There is no change in risk exposures from 2017.

Use of estimates

The preparation of financial statements in conformity with ASNPO requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenue and expenses during the reporting period. The most significant
of these estimates are related to the recoverable amount of the accounts receivable, the
amortization period for and potential impairment of capital assets, accrued liabilities and
potential contingencies.  Actual results could differ significantly from the estimates.
Management reviews these estimates on a periodic basis and, if required, makes adjustments
prospectively.

3. Term deposits:

The term deposits are held in guaranteed investment certificates with a major Canadian chartered
bank, these deposits mature between October 01, 2019 and November 11, 2019 and bear interest
at rates ranging from 1.95% to 2.41% (2017 - 0.95% to 1.7%).






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 5

Year ended December 31, 2018, with comparative information for 2017

4. Property and equipment:

2018 2017
Accumulated Net book Net book
Cost  depreciation value value

Computer hardware and softwvare  $ 390,620 $ 313,177 $ 77,443 $ 101,437
Office furniture 88,356 60,847 27,509 20,694
Leasehold improvements 136,775 117,852 18,923 11,571

$ 615751 $ 491876 $ 123,875 § 133,702

5. Marketable securities:

During the year, marketable securities were donated to CAWST with a value of $10,515,944
(2017 - $2,910,187). During the year, marketable securities of $176,444 (2017 -$11,445) were
recorded in donations revenue. There were $10,339,500 (2017 - $2,799,742) of marketable
securities designated by donors to cover future expenditures which are included in deferred
contributions as at December 31, 2018.

During the year, marketable securities were sold for total proceeds of $10,506,083
(2017 - $2,882,377) resulting in a loss on disposal of $9,861 (2017 — $27,810).

6. Calgary Foundation pooled endowment fund held in perpetuity:

On April 9, 2008, pursuant to a resolution of CAWST's Board of Directors, CAWST established a
pooled endowment investment fund (‘the Fund”). The Fund is administered by the Calgary
Foundation with all capital contributions to the Fund to be held in perpetuity by the Calgary
Foundation. The purpose of the Fund is to provide income to CAWST by way of pooled income
generated by the Calgary Foundation. The capital contribution to the Fund has not been recorded
in CAWST's financial statements. As at December 31, 2018, the Fund totaled $6,071

(2017 - $6,306), with initial value of $6,306 plus the change in market value to December 31, 2018.
During 2018, CAWST received $253 (2017 - $248) included in interest income.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 6

Year ended December 31, 2018, with comparative information for 2017

7. Deferred contributions:

Deferred contributions are comprised of amounts that have been donated and the use of such
funds is restricted by the donor. The restricted funds may be used by CAWST to cover certain
expenditures in a future year or years, for use in a specific country or countries, for a specific project
or projects or any combination of these uses.

For the year ended December 31, 2018 the deferred contribution balance change is as follows:

2018 2017
Beginning of year $ 13,003,612 $ 13,044,237
Add: amounts received related to future years 11,302,465 4,322,682
Less: amounts recognized as revenue in the year (4,602,863) (4,363,307)
$ 19,703,214 $ 13,003,612
At the end of the year, deferred contributions was comprised of the following amounts:
2018 2017
Current:
Individuals $ 4,434,633 $ 5,164,249
Organizations 698,358 829,039
5,132,991 5,993,288
Long term:
Individuals 14,570,223 7,010,324
$19,703,214 $ 13,003,612







CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 7

Year ended December 31, 2018, with comparative information for 2017

7. Deferred contributions (continued):

Deferred contributions from organizations are comprised of the following:

Received during  Recognized During the

Beginning tho Yaar Year Ending Program
Covermment of $121,733 $321,703 $332277  $111,249  WET Centre
Canada
TD Foundation = 10,600 5,600 5,000 Wavemakers
RBC Foundation 34,703 50,000 58,132 $26,571 Wavemakers
Household
Procter & Gamble 67,309 - 36,902 30,407 Ll
Treatment in
Latin America
Anonymous donor 72,242 19,446 91,688 Lptrina
Implementation
Non-
Anonymous donor 467,826 449,126 391,821 525,131 Networked
Sanitation
D. Keith
MacDonald 50,000 = 50,000 - WET Centre
Foundation
. Handwashing
AClioh Contre L4 15,226 = 15,226 = in
Faim .
Emergencies
$829,039 $850,965 $981,646 $698,358

8. Deferred capital contributions:

Deferred capital contributions represent restricted contributions received and designated to be
used for capital purposes. Contributions received for property and equipment are deferred and
amortized over the useful life of the related asset and are composed of the following:

2018 2017
Balance, beginning of year $ 77,092 $ 119,142
Contributions provided by funders - -
Amortization of deferred capital contributions (42,050) (42,050)

Balance, end of year $ 35042 $ 77,092







CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 8

Year ended December 31, 2018, with comparative information for 2017

9. Related party transactions:

10.

During the year, the Chair of the Board donated shares in the amount of $10,339,500
(2017 - $2,799,742) and donated cash of $nil (2017 - $nil).

During the year, CAWST received cash donations of $111,500 (2017 - $80,250) and donated
marketable securities of $9,810 (2017 - $10,212) from other directors.

During the year, CAWST received cash donations of $1,000 (2017 - $1,400) from the Chief
Executive Officer.

These donations are accounted for in accordance with CAWST’s accounting policies.

These transactions are in the normal course of operations and are measured at the exchange
amounts.

Commitments:

(a)

On November 22, 2016, CAWST signed a multi-year agreement with the Department of
Foreign Affairs, Trade and Development “DFATD” towards the reconstruction and resilience of
WASH Services through Capacity Building in Nepal with a total direct program cost of
$1,448,234. Under the terms of the agreement DFATD will contribute 100% of the cost incurred
by CAWST to a maximum of $1,622,022 which includes a reimbursement of overhead costs of
$173,788 to CAWST and is 12% of the $1,448,234 as a reimbursement of overhead cost.
CAWST entered into an agreement dated February 27, 2017 and terminating August 31, 2020
with a local partner to support the implementation of the reconstruction and resilience of WASH
services in Nepal in the amount of $668,620.

During 2018, DFATD advanced CAWST a total of $321,793 (2017 - $464,035). CAWST
recognized revenue of $332,277 (2017 - $340,216) for expenses incurred. As at December 31,
2018, CAWST had a balance of $111,249 (2017 - $121,733) in deferred contributions which
was the difference between funds advanced from DFATD and revenues recognized to date.
As at December 31, 2018, CAWST advanced $133,747 (2017 - $162,671) to the local partner
in support of the project.

CAWST signed a new lease agreement for a period of eight years, seven months and sixteen
days commencing on July 15, 2018 and ending on February 28, 2027. Under the agreement
CAWST shall not be required to pay base rent and additional rent during the period from June
18, 2018 to February 28, 2019. During this period CAWST shall be responsible for the payment
of the separately metered utilities consumed in the premises.






CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 9

Year ended December 31, 2018, with comparative information for 2017

10.

1.

12,

13.

Commitments (continued):

The minimum lease payments are as follow:

2019 $ 103,493
2020 124,191
2021 124,191
2022 129,940
Thereafter 580,708

$ 1,062,523

Salary and benefits:

CAWST has an employee medical benefits program. The cost of the premiums is shared by the
employees and by CAWST. CAWST's portion of the premiums in 2018 was $44,255
(2017 - $46,645) and is included in the salary and benefits expense.

CAWST has implemented a Group Saving Plan whereby CAWST provides a match based on the
employee’s contribution into the plan. CAWST's contribution to the plan in 2018 was $51,250
(2017 - $50,370) and is included in the salary and benefits expense.

Subsequent event:

Subsequent to year end, CAWST renewed agreements with local partners in Cambodia, Ethiopia,
Honduras, Zambia and Colombia to provide funding to Water Expertise and Training Centers for
approved expenditures and upon completion of reporting requirements. The commitments with
respect to the Water Expertise and Training Centers is $611,593.

Comparative information:

Certain comparative information has been reclassified to be consistent with current year
presentation.






