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Independent Auditor’s Report

To the Board of Directors of
FINCA Canada

Opinion

We have audited the financial statements of FINCA Canada, which comprise the statement of

financial position as at December 31, 2021, and the statements of revenue and expenses and changes
in net assets and of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies (collectively referred to as the

“financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of FINCA Canada as at December 31, 2021, and the results of its 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
(“Canadian GAAS"). 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 FINCA Canada 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 audit opinion.

Responsibilities of Management and those Charged with Governance 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.

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

Those charged with governance are responsible for overseeing FINCA Canada’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 GAAS 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 GAAS, we exercise professional judgment and
maintain professional skepticism throughout the audit. 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 FINCA Canada’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 FINCA Canada’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 FINCA Canada 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.

KQlettc (1P

Chartered Professional Accountants
Licensed Public Accountants
June 28, 2022



FINCA Canada

Statement of financial position
As at December 31, 2021

Assets
Current assets
Cash
Restricted cash
Pledges receivable
Canada Emergency Wage Subsidy ("CEWS")
grant receivable
Loans and interest receivable from related parties
Due from related parties
Prepaid expense

Long-term asset
Investment in life insurance

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Due to related parties

Long-term liability
Deferred revenue

Net assets
General

Notes

4a
4b

4c

5c

2021 2020

$ $
1,912,835 1,392,595
334,852 380,992
75,612 39,413

= 43,909

30,671 29,471
737,230 630,833
4,087 2,856
3,095,287 2,520,069
43,916 43,774
3,139,203 2,563,843
38,692 46,573
173,126 235,023
211,818 281,596
573,316 550,092
785,134 831,688
2,354,069 1,732,155
3,139,203 2,563,843

The accompanying notes are an integral part of the financial statements.

Approved by the Board

, Director

, Director
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FINCA Canada

Statement of revenue and expenses and changes in net assets

Year ended December 31, 2021

Revenue

Grants - Global Affairs Canada

Grants - The Peter Gilgan
Foundation

Grant - CEWS

Donations

Interest income

Gain on donated life
insurance policy

Expenses
Program services
General and administrative
Fundraising

Foreign currency losses

Excess of revenue over
expenses for the year

Net assets, beginning of year

Net assets, end of year

The accompanying notes are an integral part of the financial statements.

Notes

5a

5b

7c

Externally

restricted 2021 2020

General (Note 6) Total Total

$ $ $ $
1,668,246 - 1,668,246 2,659,531
4,428 - 4,428 4,080
35,172 - 35,172 43,909
1,746,307 — 1,746,307 1,321,594
1,200 - 1,200 1,200

142 — 142 3,857
3,455,495 — 3,455,495 4,034,171
1,865,159 - 1,865,159 2,719,580
387,197 - 387,197 489,095
581,056 — 581,056 799,739
2,833,412 — 2,833,412 4,008,414
(169) — (169) (4,326)
621,914 —_— 621,914 21,431
1,732,155 — 1,732,155 1,710,724
2,354,069 — 2,354,069 1,732,155
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FINCA Canada

Statement of cash flows
Year ended December 31, 2021

Operating activities
Excess of revenue over expenses for the year
Adjustment for
Non-cash gain on donated life insurance policy

Changes in non-cash working capital items

Pledges receivable
CEWS grant receivable
Loans and interest receivable from related parties
Due to/from related parties
Prepaid expenses
Accounts payable and accrued expenses
Deferred revenue

Net increase (decrease) in cash during the year

Cash, beginning of year

Cash, end of year

Comprised of
Cash
Restricted cash
Cash, end of year

2021 2020
$ $
621,914 21,431
(142) (3,857)
621,772 17,574
(36,199) 1,944
43,909 (43,909)
(1,200) (1,200)
(168,294) 864,941
(1,231) (2,856)
(7,881) 2,436
23,224 (897,774)
474,100 (58,844)
1,773,587 1,832,431
2,247,687 1,773,587
1,912,835 1,392,595
334,852 380,992
2,247,687 1,773,587

The accompanying notes are an integral part of the financial statements.
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FINCA Canada
Notes to the financial statements
December 31, 2021

1. Nature of activities

FINCA Canada’s mission is to alleviate poverty through lasting solutions that help
people - women in particular - build assets, create jobs and raise their standard of living.

FINCA Canada was incorporated under the Canada Corporations Act on January 9, 2006, as a
Canadian Registered Charity under paragraph 149(1) (f) of the Income Tax Act on December 5,
2007 and continued under section 211 of the Canada Not-for-profit Corporations Act on

March 4, 2014.

FINCA Canada is affiliated with FINCA International Inc. ("FINCA International”), a
not-for-profit corporation organized as a 501(c)(3) U.S. charity, and FINCA Microfinance
Holdings, a leading network of microfinance institutions dedicated to low-income entrepreneurs,
with more than 10,000 employees worldwide. Beginning from the simple premise that access to
finance can unleash entrepreneurship and productive capacity, today FINCA International
operates in 20 countries around the world, continuously innovating to develop modern,
responsible, and affordable financial services and non-financial products that help people lift
themselves and their families out of poverty.

FINCA Canada receives grants, contributions, donations and public support from individuals,
foundations, corporations and government to further its charitable purpose of fostering
sustainable economic development in poor communities and developing nations in order to
create jobs and increase individual opportunity, health, resilience and family well-being.

This purpose is accomplished by a) providing and facilitating the provision of responsible
financial services to poor and low income individuals and families in developing nations,
including credit and savings opportunities, financial education and counselling; b) providing and
facilitating the provision of affordable capital to local businesses operating in poor communities
and/or businesses that provide products and services that benefit poor individuals and families;
C) engaging in interventions to promote the provision and distribution of products and services
that improve the standards of living in poor communities; d) conducting research into programs
and interventions related to the purposes described above; e) providing and facilitating the
provision of educational training and assistance for poor and low income individuals, including
technical and business skills training and education on new technologies; and f) educating the
public on the importance of supporting sustainable community development through
market-based solutions and strategies.

2. Significant accounting policies
Basis of presentation

The financial statements of FINCA Canada are prepared in accordance with Canadian accounting
standards for not-for-profit organizations and include the following significant accounting
policies:

Restricted cash

Restricted cash represents amounts reserved for programs.

Revenue recognition

FINCA Canada follows the restricted fund method of accounting for contributions. Revenue is
recognized when received or receivable in the respective fund if the amount to be received can
be reasonably estimated and collection is reasonably assured. All other restricted contributions
for which no restricted fund has been established are deferred and recognized as revenue of the
General Fund in the year in which the related expenses are incurred.
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FINCA Canada
Notes to the financial statements
December 31, 2021

2. Significant accounting policies (continued)
Contributions

FINCA Canada receives funding through grants, contributions and donations from individuals,
foundations, corporations and Global Affairs Canada for direct and indirect program costs.
Contributions received and unconditional promises to give are recorded as revenue at fair value,
as determined by management or by qualified third parties, and are recorded as unrestricted, or
externally restricted, depending on the existence and/or nature of any donor restrictions.

Contributed services and gifts

FINCA Canada records contributed services at fair value when those services require specialized
skills provided by individuals possessing those skills and are services which would be typically
purchased if not provided by donation.

Donated gifts and materials are recorded at their fair value at the date of the gift.

Pledges receivable

Unconditional promises to give are recorded as receivable and contribution revenue when the
promise is made and ultimate collection is reasonably assured.

Pledges receivable are initially recorded at their net realizable value based on amounts to be
collected from donors. This valuation reflects net pledge balances at a level which, in the
judgment of management, is adequate to meet the present and potential risks of uncollectibility
of the pledges receivable. Management’s judgment is based on a variety of factors, which
include experience related to expenses and recoveries, previous collection history and scrutiny
of individual accounts. Specific accounts are written off upon notification from the donors that
the pledges are no longer collectible. Management deems all pledges receivable to be fully
collectible.

Fund accounting
General Fund

The General Fund records earned revenue, awards, and donations used to support

FINCA Canada’s program services and operations. In addition, this Fund holds restricted
amounts for which there is no applicable restricted fund. The deferral method of matching
revenue with expenses in the period in which these expenses are incurred (with unused
contributions shown as deferred revenue on the Statement of financial position) is used to
record restricted contributions for which there is no applicable restricted fund.

Externally Restricted Fund

This fund records any awards and donations that are restricted for a specific purpose by
donor-imposed stipulations. Investment income, if any, earned on resources of the
Externally restricted fund is reported in the Externally restricted fund, or the Unrestricted
fund, depending on any restrictions imposed by the donor.

Financial instruments

Financial assets and financial liabilities are initially recognized at fair value when FINCA Canada
becomes a party to the contractual provisions of the financial instrument. Subsequently, all
financial instruments are measured at amortized cost.
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FINCA Canada
Notes to the financial statements
December 31, 2021

2. Significant accounting policies (continued)
Expenses

Expenses are recognized during the period in which they are incurred. Expenses paid in advance
and not yet incurred are deferred to the applicable period.

Allocation of expenses

The costs of providing program services and other activities have been reported on a functional
basis. FINCA Canada follows a direct expense classification to each function based on the nature
of the expense.

Foreign exchange

FINCA Canada transacts business in various foreign countries where its programs are located,
using the local currencies of these countries. Management of FINCA Canada has determined
that the functional currency, as well as the reporting currency of FINCA Canada, is the
Canadian dollar. Accordingly, gains and losses from changes in exchange rates between the
functional currency, and the currency in which the transaction is denominated, are recorded as
foreign currency gains or losses, as appropriate, the Statement of revenue and expenses and
changes in net assets.

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 amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements. Estimates and assumptions may also affect the
reported amount of revenues and expenses during the reporting period. Actual results could
differ from those estimates. Accounts requiring significant estimates and assumptions include
pledges receivable, accrued liabilities and deferred revenue.

3. Investment in life insurance

FINCA Canada has received a donation of a life insurance policy in which FINCA Canada is the
owner and at the same time, the beneficiary. The policy requires that FINCA Canada pay the
annual premiums of the policy; however, donations from the donor of the policy are received to
cover the premiums of the policy. The donor has committed to make an annual donation
equivalent to the annual premium cost; however, FINCA Canada intends to continue to cover
the premium costs even if the annual donation to cover the cost of premiums is not received.
The accumulated premiums paid on the policy are recorded as a non-current asset on the
Statement of financial position. In the event FINCA Canada ceases to make premium payments
on the policy, the investment less the cash surrender value received will be expensed. Changes
in the cash surrender value of the investment are recorded as gain (loss) on donated life
insurance policy in the Statement of revenue and expenses and changes in net assets. As at
December 31, 2021, FINCA Canada recorded a gain of $142 ($3,857 in 2020).
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FINCA Canada
Notes to the financial statements
December 31, 2021

(a) Loans and interest receivable from related parties

FINCA Haiti, S.A - unsecured loan, bearing
interest at 5% per annum and repayable
(with accrued interest) on demand

Accrued interest on the above

(b) Due from related parties

FINCA Haiti, S.A.
FINCA RD Congo, S.A.

Related parties transactions and balances

2021 2020
$ $
24,000 24,000
6,671 5,471
30,671 29,471
2021 2020

$ $

712 193 492 301
25 037 138 532
737 230 630 833

The amounts due from the above-noted related parties at December 31, 2021 and 2020
represent funds advanced for qualified programs of FINCA Canada and are recognized as
program expenses when the underlying costs are incurred, which is expected to be within

the next twelve months. The amounts are unsecured and non-interest bearing.

(c) Due to related parties

FINCA International

2021 2020
$ $
173,126 235,023

The above-noted balances is attributable to expenses related to grants, donations or
vendor payments made by the above-noted related party on behalf of FINCA Canada. The
denominated currency of the amounts owing is the local currency; therefore, at the end of
each reporting year they are translated to reflect the settlement amount in Canadian
dollars using the spot exchange rate on the last day of the reporting period. The balance is
unsecured, have no terms of repayment and is non-interest bearing.

Transactions during the year include $254,618 (2020 - $345,769) paid to FINCA International

for administrative services.
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FINCA Canada
Notes to the financial statements
December 31, 2021

5. Deferred revenue

(a) Global Affairs Canada

In 2017, FINCA Canada signed a $12 million dollar multiyear contribution agreement with
Global Affairs Canada to support financial inclusion in Haiti and the Democratic Republic of
Congo. The activity and the balance of deferred revenue at December 31, 2021, and 2020
are summarized below:

2021 2020

$ $

Beginning balance - January 1 515,881 1,409,575
Contributions received 1,695,233 1,763,357
Revenue recognized (1,668,246) (2,659,531)
Interest income 665 2,480
Closing balance - December 31 543,533 515,881

(b) The Peter Gilgan Foundation

In 2017, FINCA Canada signed a $500,000 multiyear contribution agreement with The
Peter Gilgan Foundation to support the BrightLife: Lighting Up Africa project. The project
has the goal of unleash the power of access to clean energy, water and finance, and to help
African families progress out of poverty. The activity and the balance of deferred revenue
at December 31, 2021, and 2020 are summarized below:

2021 2020

$ $

Beginning balance - January 1 34,211 38,291
Contribution received - —
Revenue recognized (4,428) (4,080)
Closing balance - December 31 29,783 34,211

(c) Total

2021 2020

$ $

Global Affairs Canada (Note 5a) 543,533 515,881
The Peter Gilgan Foundation (Note 5b) 29,783 34,211
573,316 550,092

6. Externally restricted net assets

Externally restricted net assets include donor-restricted contributions, which are only available
for program activities and are recorded in the appropriate fund.
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FINCA Canada
Notes to the financial statements
December 31, 2021

7. Financial instrument risks

FINCA Canada has policies relating to the identification, measurement, monitoring, mitigating
and controlling risks associated with financial instruments. The key risks related to financial
instruments are credit risk, liquidity risk and foreign currency risk. The following sections
describe how FINCA Canada manages each of these risks:

(a)

(b)

(c)

Credit risk

Financial instruments exposed to credit risk include cash, restricted cash, and pledges
receivable. FINCA Canada places its cash and restricted cash with high credit quality
financial institutions that are insured up to $100,000 per account under the Canada Deposit
Insurance Corporation Act ("CDIC”). Amounts held in excess of the CDICA limits for
interest bearing accounts were $2,047,687 ($1,573,587 in 2020). FINCA Canada has not
experienced any losses on such accounts and believes it is not exposed to any significant
credit risk on its cash and restricted cash. FINCA Canada has not experienced any losses on
pledges receivables. Such pledges are written off if they are determined to be uncollectible.

Liquidity risk

Liquidity risk is the risk that FINCA Canada will not be able to meet its financial obligations
as they fall due. FINCA Canada’s approach to managing liquidity risk is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under
both normal and stressed conditions, without incurring unacceptable losses or risking
damage to FINCA Canada’s reputation. Financial instruments exposed to credit risk include
accounts payable and accrued liabilities and due to related parties.

Foreign currency risk

Foreign currency risk is the risk that the value of financial instruments and the associated
revenue will fluctuate due to changes in currency exchange rates. FINCA Canada is
exposed to foreign exchange risk related to transactions that are dominated in US dollars.
FINCA Canada had foreign currency positions of $2,621 ($1,580 in 2020) included in its
financial assets and $173,126 ($235,739 in 2020) included in its financial liabilities which
respectively consist of the Canadian dollar equivalent of restricted cash balances in US
dollars, the amount due from/to related parties in US dollars (Note 4b and c) and the US
dollar denominated accounts payable. FINCA Canada had a foreign exchange loss of $169
for the year ended December 31, 2021 ($4,326 in 2020).

8. Accounts payable and accrued liabilities

Accounts payable and accrued liabilities include $nil with respect to outstanding government
remittances as at December 31, 2021 and 2020.
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FINCA Canada
Notes to the financial statements
December 31, 2021

9.

10.

Allocation of expenses

Expenses have been allocated to financial line items as follows:

Labour and benefits
International programs

Professional and
contractual services

Hiring and training

Rent expense

Bank charge

Supplies, materials and
maintenance

Travel and entertainment

Labour and benefits
International programs

Professional and
contractual services

Hiring and training

Rent expense

Bank charge

Supplies, materials and
maintenance

Travel and entertainment

Significant event

General
Program and 2021
services administrative Fundraising Total
$ $ $ $
1,398,870 224,724 118,021 1,741,615
291,003 145,504 242,156 678,663
102,419 - - 102,419
- 740 - 740
- - 43,415 43,415
6,000 16,223 177,464 199,687
66,867 6 — 66,873
1,865,159 387,197 581,056 2,833,412
General
Program and 2020
services administrative Fundraising Total
$ $ $ $
1,784,963 283,574 119,384 2,187,921
323,579 164,313 236,792 724,684
38,474 27,567 — 66,041
- 2,500 — 2,500
— — 42,589 42,589
468,004 6,760 400,974 875,738
104,560 4,381 — 108,941
2,719,580 489,095 799,739 4,008,414

On March 11, 2020, the World Health Organization characterized the outbreak of a strain of the
novel corona virus ("COVID-19") as a pandemic which has resulted in a series of public health
and emergency measures that have been put into place to combat the spread of the virus. The
duration and impact of COVID-19 is unknown at this time and it is not possible to reliably
estimate the impact that the severity and length of these developments will have on the

financial results and condition of FINCA Canada in future periods.

Page 12





