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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:

o the statement of financial position as at December 31, 2020

¢ the statement of operations for the year then ended

o the statement of 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 December 31, 2020, 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.
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affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved



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
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 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:

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.

Kk Lef

Chartered Professional Accountants

Calgary, Canada
April 22, 2021



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Statement of Financial Position

December 31, 2020, with comparative information for 2019

2020 2019
Assets
Current assets:
Cash and cash equivalents $ 2,873,782 $ 6,885,809
Term deposits (note 3) 19,212,027 17,788,479
Accounts receivable (note 8) 519,111 202,597
Held marketable securities (note 5) - 2,480
Government sales tax receivable 14,537 11,843
Prepaid expenses 197,822 122,235
22,817,279 25,013,443
Property and equipment (note 4) 66,642 76,966
Investments (note 6) 5,994,421 -
$ 28,878,342 $ 25,090,409
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 491,682 $ 259,340
Deferred contributions (notes 5 and 7) 6,177,628 4,210,695
6,669,310 4,470,035
Deferred contributions (notes 5 and 7) 19,115,007 17,784,109
25,784,317 22,254,144
Net assets 3,094,025 2,836,265
Commitments (note 10)
Subsequent events (note 14)
$ 28,878,342 $ 25,090,409

See accompanying notes to financial statements.

Approved on behalf of the Board:

. A
Sy’

Director

Director



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Statement of Operations

Year ended December 31, 2020, with comparative information for 2019

2020 2019
Revenues:
Donations (notes 5,7,9 and 14) $ 4,018,173 $ 4,597,339
Government assistance (note 8) 1,399,429 -
Grant Revenue (note 7) 671,487 1,213,921
Interest and dividend income 453,026 471,818
Amortization of deferred capital contributions - 35,042
Project consulting 102,521 165,115
6,644,636 6,483,235
Expenses:

Salary and benefits (note 11) 3,794,930 3,515,355
Water Expertise and Training Centers 920,742 951,649
Consulting 845,399 538,824
Travel 112,894 473,453
Office and administration 360,387 364,450
Rent and utilities 204,361 206,531
Insurance 66,049 50,229
Professional fees 50,821 38,160
Training and conferences 15,331 41,841
Materials and laboratory supplies 711 7,951
Meals and entertainment 343 6,438
Depreciation 34,407 70,523
6,406,375 6,265,404

Excess of revenues over expenses before other items: 238,261 217,831
Change in unrealized gain on investments 209,151 -
Loss on sale of marketable securities (note 5) (177,637) (7,353)
Foreign exchange loss (12,015) (3,124)
Excess of revenues over expenses $ 257,760 $ 207,354

See accompanying notes to financial statements.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Statement of Changes in Net Assets

Year ended December 31, 2020, with comparative information for 2019

2020 2019
Balance, beginning of year $ 2,836,265 $ 2,628,911
Excess of revenues over expenses 257,760 207,354
Balance, end of year $ 3,094,025 $ 2,836,265

See accompanying notes to financial statements.



CENTRE FOR AFFORDABLE WATER

AND SANITATION TECHNOLOGY

Statement of Cash Flows

Year ended December 31, 2020, with comparative information for 2019

2020 2019
Cash provided by (used in):
Operating activities:
Excess of revenues over expenses $ 257,760 $ 207,354
Proceeds on sale of marketable securities (note 5) 3,591,511 6,197,306
Items not affecting cash flows:
Depreciation 34,407 70,523
Amortization of deferred capital contributions (note 8) - (35,042)
Marketable securities donated (note 5) (3,769,148) (6,204,659)
Loss on sale of marketable securities (note 5) 177,637 7,353
Change in unrealized gain on investments (209,151) -
Unrealized foreign exchange loss 19,384 3,124
102,400 245,959
Net change in non-cash working capital balances:
Accounts receivable (316,514) (25,428)
Government sales tax receivable (2,694) (2,780)
Held marketable securities 2,480 (2,480)
Prepaid expenses (75,587) (44,205)
Accounts payable and accrued liabilities 232,342 (15,704)
Deferred contributions 3,297,831 2,291,590
3,240,258 2,446,952
Investing activities:
Purchase of property and equipment (24,083) (23,614)
Purchase of term deposits (26,418,100) (50,604,037)
Purchase of investments (5,785,270) -
Redemption of term deposits 24,994,552 53,536,366
(7,232,901) 2,908,715
(Decrease) Increase in cash and cash equivalents (3,992,643) 5,355,667
Foreign exchange loss on cash held in foreign currencies (19,384) (3,124)
Cash and cash equivalents, beginning of year 6,885,809 1,533,266
Cash and cash equivalents, end of year $ 2,873,782 $ 6,885,809

See accompanying notes to financial statements.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements

Year ended December 31, 2020, with comparative information for 2019

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) Basis of accounting:

CAWST maintains its accounts using the accrual basis of accounting. CAWST currently has
only one fund, the Operating Fund, which is unrestricted and accounts for program delivery
and administrative activities.

During March 2020, the COVID-19 outbreak was declared a pandemic by the World Health
Organization. This has resulted in governments worldwide, including the Government of
Canada, enacting emergency measures to combat the spread of the virus. These measures,
which include the implementation of travel bans, self-imposed quarantine periods and social
distancing, have caused material disruption to businesses globally and in Canada resulting in
an economic slowdown.

As of the date of these financial statements, management has determined that there has not
been a significant impact in that they continue to meet their obligations and use the assets as
intended. However, the full impact of these circumstances on businesses will not be fully
understood until time has passed. The current challenging economic climate may lead to
adverse changes in cash flows and delivering in-person services, which may also have a
direct impact on CASWT'’s operating results and financial position in the future. The situation
remains dynamic and the ultimate duration and magnitude of the impact on the economy and
the financial effect on CAWST’s operations is unknown at this time.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 2

Year ended December 31, 2020, with comparative information for 2019

2. Significant accounting policies (continued):

(@)

(c)

(e)

Basis of accounting (continued):

While the full impact is not yet known, CAWST will continue to monitor the impact of the
coronavirus and reflect the consequences as appropriate in accounting and reporting.
CAWST has been successful in receiving the Canada Emergency Wage Subsidy (CEWS)
and and Canada Emergency Rent Subsidy (“CERS”) (note 8) which has been extended into
fiscal 2021.

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.

Investments:

Investments are recorded at fair value based upon closing prices for publicly traded securities
and quoted prices for fixed rate investments. Realized investment gains (losses) are recorded
on a settlement date basis. Any unrealized gains (losses) are reflected as a change in
unrealized gain (loss) on investments in the statement of operations. Interest earned on
investments is recorded on an accrual basis.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 3

Year ended December 31, 2020, with comparative information for 2019

2. Significant accounting policies (continued):

(f)

(h)

Property and equipment:

Property and equipment is recorded at cost. Donated property and equipment is recognized
at deemed cost of fair market value when fair market value at date of contribution can be
reasonably estimated. If fair market value cannot be reasonably estimated, it is recognized at
nominal value. 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.

CAWST applied for financial assistance under available government incentive programs.
Government assistance relating to revenues of the period is recorded as government
assistance on the statements of operations.

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.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 4

Year ended December 31, 2020, with comparative information for 2019

2. Significant accounting policies (continued):

(i)

()

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.

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 property and equipment,
accrued liabilities, fair value of investments 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.

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 with the exception of marketable securities and
investments, which are required to be measured 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.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 5

Year ended December 31, 2020, with comparative information for 2019

2. Significant accounting policies (continued):
(k) Financial Instruments (continued):

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.

3. Term deposits:

The term deposits are held in guaranteed investment certificates with a major Canadian
Chartered Bank, these deposits mature between January 20, 2021 and March 29, 2021 and bear
interest at rates ranging from 0.5% to 2.02% (2019 — 1.90% to 2.04%).

4. Property and equipment:

2020 2019
Accumulated Net book Net book
Cost  depreciation value value

Computer hardware and software $ 432,544 $§ 404,598 $ 27946 $ 37,202
Office furniture 93,945 69,611 24,334 23,123
Leasehold improvements 19,684 5,322 14,362 16,641

$ 546,173 $ 479,531 $§ 66642 § 76,966




CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 6

Year ended December 31, 2020, with comparative information for 2019

5. Marketable securities:

During the year, marketable securities were donated to CAWST with a value of $3,769,148 (2019
— $6,204,659). Marketable securities were sold for total proceeds of $3,591,511 (2019 —
$6,197,306) resulting in a loss on disposal of $177,637 (2019 — $7,353). During the year, $57,665
(2019 — $3,272,758) was recorded in donations revenue and $3,711,483 (2019 — $2,931,901)
was designated by donors to cover future expenditures and was recorded in deferred
contributions. As at December 31, 2020, there were $nil (2019 — $2,480) of marketable securities
held by CAWST which are included in current assets. Refer note 9 for transactions with related
parties.

6. Investments:

CAWST'’s investments consist of the following:

2020 2019

Cost Fair value Cost Fair value

Money market $ 1,223,519 $ 1,223,518 $ - $ -

Fixed income 1,343,705 1,357,692 - -
Equities:

Canada 1,145,632 1,213,564 - -

United States 979,628 1,018,149 - -

International 1,092,786 1,181,498 - -

$ 5785270 $5994421 $ - $ -

Investment income of $71,195 (2019 - $nil) was earned during the year and not reinvested.

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.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 7

Year ended December 31, 2020, with comparative information for 2019

7. Deferred contributions (continued):

For the year ended December 31, 2020, the deferred contribution balance change is as follows:

2020 2019
Beginning of year $ 21,994,804 $ 19,703,214
Add: amounts received related to future years 6,588,420 3,709,632
Less: amounts recognized as revenue in the year (3,290,589) (1,418,042)

$ 25,292,635 $ 21,994,804

At the end of the year, deferred contributions was comprised of the following amounts:

2020 2019
Current:
Individuals $ 5,928,026 $ 3,998,527
Organizations 249,602 212,168
6,177,628 4,210,695
Long term:
Individuals 19,115,007 17,784,109

$ 25,292,635 $ 21,994,804

Deferred contributions from organizations are comprised of the following:

Beginning Received = Recognized Ending
December 31, during during December 31,
2019 the year the year 2020 Program
Government of Canada  $ 134,756 $ 117,361 $ 252,117 $ - WET Centre
Hygiene Hub - 219,175 165,515 53,660
Cisco System Foundation - 166,063 45,122 120,941
Procter & Gamble 2,412 — 2,412 — Household Water
Treatment in
Latin America
USAID - Bureau for
Humanitarian Assistance - 131,321 131,321 -
D. Keith MacDonald
Foundation 75,000 75,000 75,000 75,000 WET Centre

$ 212,168 $ 708,920 $ 671,487 $ 249,601




CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 8

Year ended December 31, 2020, with comparative information for 2019

7. Deferred contributions (continued):

Beginning Received  Recognized Ending

December 31, during during  December 31,
2018 the year the year 2019 Program
Government of Canada  $ 111,249 § 637,731 $ 614,224 $ 14,756 WET Centre
TD Foundation 5,000 - 5,000 - Wavemakers
RBC Foundation 26,571 - 26,571 - Wavemakers
Procter & Gamble 30,407 — 27,995 2,412 Household Water
Treatment in
Latin America
WorleyParsons - 15,000 15,000 - Wash Capacity
Building Activities
In Columbia
Anonymous donor 525,131 - 525,131 - Non-Networked
Sanitation

D. Keith MacDonald

Foundation - 75,000 - 75,000 WET Centre

$ 698358 $ 727,731 $ 1,213,921 $ 212,168

Deferred contributions from individuals at the end of the year include deferred contributions of
$21,871,966 (2019- 20,832,636) from the Chair of the Board.

8. Government assistance:

The Government of Canada created programs called the Canada Emergency Wage Subsidy
(“CEWS”) and Canada Emergency Rent Subsidy (“CERS”) to provide financial assistance to
companies who experienced a drop in revenues resulting from the COVID-19 outbreak. During
the year, CAWST met the eligibility requirements for both programs and applied for $1,371,061
(2019 — $nil) for the CEWS program and $28,368 (2019 — $nil) for the CERS program, which has
been recognized to government assistance on the statement of operations for the year ended
December 31, 2020. The entire amount is non-repayable and $229,863 (2019 - $nil) is included in
accounts receivable as at December 31, 2020.

9. Related party transactions:

During the year, the Chair of the Board donated marketable securities in the amount of $690,415
(2019 — $2,031,901) and donated cash of $2,018,017 (2019 — $nil).



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 9

Year ended December 31, 2020, with comparative information for 2019

9. Related party transactions (continued):

10.

During the year, CAWST received cash donations of $44,800 (2019 — $247,300) and donated
marketable securities of $6,250 (2019 — $5,062) from other directors and executives.

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:

(@)

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 and is 12% of the $1,448,234. CAWST entered into an
agreement dated February 27, 2017 with a local partner to support the implementation of the
reconstruction and resilience of WASH services in Nepal in the amount of $668,620. This
agreement terminated September 30, 2020.

During 2020, DFATD advanced CAWST a total of $117,361 (2019 — $637,731). CAWST
recognized revenue of $305,247 (2019 — $614,224) for expenses incurred. As at December
31, 2020, CAWST had a balance of $nil (2019 — $134,756) in deferred contributions which
was the difference between funds advanced from DFATD and revenues recognized to date.
As at December 31, 2020, CAWST had a balance of $53,130 (2019 - $nil) in accounts
receivables, and advanced $270,142 (2019 — $334,207) to the local partner in support of the
project.

CAWST has a lease agreement for the premises expiring on February 28, 2027. The
minimum lease payments are as follow:

2021 $ 124,191
2022 129,941
2023 131,091
2024 136,840
Thereafter 312,777

$ 834,840




CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 10

Year ended December 31, 2020, with comparative information for 2019

11. Fundraising activities:

12,

To comply with the disclosure requirement of the Alberta Charitable Fundraising Act fundraising
expenses incurred during fiscal year 2020 were $35,591 (2019 - $132,851).

Comparative information:

Certain comparative information has been reclassified to conform to the financial presentation
adopted in the current year.

13. Financial instruments related risks:

CAWST’s financial instruments expose CAWST to the following risks:
(a) Credit risk:

CAWST’s exposure to credit risk is on cash and cash equivalents, investments, 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 consist of cash and
bank balances; the term deposits represent guaranteed investment certificates 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 large Canadian Chartered Banks. Credit is only extended to those entities
that management believes have the financial capacity to pay obligations due to CAWST.
Credit risk on investments is minimized by ensuring that the investments are diversified
across different classes of assets and such investments are managed by a professional
investment manager.

Management and the Board of Directors periodically review its investments to ensure that
the credit risk assumed is appropriate.



CENTRE FOR AFFORDABLE WATER
AND SANITATION TECHNOLOGY

Notes to Financial Statements, page 11

Year ended December 31, 2020, with comparative information for 2019

13. Financial instruments related risks (continued):

(b)

(c)

Liquidity risk:

Liquidity risk is the risk that CAWST will encounter difficulty in raising donations to meet
commitments associated with financial instruments. CAWST manages its liquidity risk by
monitoring its operating requirements. CAWST continues to prepare budget and cash
forecasts on operations to ensure it has sufficient funds to fulfill its obligations.

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 $4,617.

There is no change in risk exposures from 2019 other than COVID-19 considerations as
outlined in note 1.

14 Subsequent events:

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 are $782,885.





