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INDEPENDENT AUDITOR'S REPORT

To the Members of Ethnos Canada:
Qualified Opinion

We have audited the financial statements of Ethnos Canada, the "Charity”, which comprise the statement of
financial position as at December 31, 2023, and the statements of operations, 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 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 the
Charity as at December 31, 2023, 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 Qualified Opinion

In common with many not-for-profit organizations, Ethnos Canada derives revenue from donations from interested
persons, the completeness of which is not susceptible to satisfactory audit verification. Accordingly, our verification
of these revenues was limited to the amounts recorded in the records of Ethnos Canada. Therefore, we were unable
to determine whether any adjustments might have been found necessary with respect to donation revenues, excess of
revenues over expenses, and cash flows for the years ended December 31, 2023 and December 31, 2022 and current
assets and net assets as at December 31, 2023 and December 31, 2022. Our conclusion on the financial statements
as at and for the year ended December 31, 2023 was modified accordingly because of the possible effects of this
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 Charity 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 1s 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 Charity’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 Charity or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Charity’s financial reporting process.



Auditor’s Responsibilities for the Audit of the Financial Statements

Qur 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 marerial 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:

o 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 Charity’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 Charity’s ability to continue as a going concern. If we conclude that a
material uncr:rtaihty 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. Qur
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 CI‘I&I‘IEV o cease O continue as a gOI.l'lg concern.

2 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.

Mac il

Elmira, Ontario LICENSED PUBLIC ACCOUNTANTS
April 15, 2024 CHARTERED PROFESSIONAL ACCOUNTANT
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2023 2022
assets
current
Cash $ 756,223 $ 1,179,045
Other investments (Note 3) 1,593,945 1,842,371
Accounts receivable 31,368 61,158
Inventory 8,971 12,356
2,390,507 3,094,930
non-current
Investments in bequests/support plans (Note 4) 261,751 125,793
Capital assets (Note 5) 3,060,576 1,419,509
S_S712834  S_4640232
liabilities
current
Accounts payable and accrued liabilities $ 77,198 $ 65,392
Government remittances payable 153,181 137,349
Deferred contributions - ministry projects (Note 6) 1,240,588 1,468,630
Current portion of long term debt (Note 7) 984,740 -
2,455,707 _L671.371
net assets
Net im.’ested in capital assets 3,060,577 1,419,507
Invested in restricted assets 261,751 125,793
Unrestricted net assets (65,201) 1,423,561
3.257.12 —2.968.361
$ 57123834 $_4.640232

Approved on behalf of the board:
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2023 2022

invested in
capital assets restricted unrestricted total total

balance, beginning of year $ 1,419,507 § 125,793 $ 1,423,561 $ 2,968,861 $ 2,644,663

Excess of revenue

over expenses for year & = 152,308 152,308 326,293
Investment in capital assets 1,641,070 - (1,641,070) - -
Net change in restricted assets - 135,958 - 135,958 (2,095)

balance, end of year $_3.060.577 $___261,751 $___(65,201)$_3,.257,127 $_2.968,861
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2023 2022
donation revenue
Donations for ministry projects $§ 9,605,136 $ 9,442,744
Bequests 19,268 499 889
9,624,404 _ 9942633
other revenue
Bookstore revenue 3,397 3,449
Campus apartment rentals 228,780 196,689
Foreign exchange gain/(loss) (4,100) (I1,218)
Gain on disposal 1,688 [,900
Investment income 103,657 50,000
Other income 88,164 105,581
Student fees 7,401 22,366
428,987 __ 368,767
10,053,391 10,311,400
expenses
Administration and management 1,466,198 1,465,399
Candidate training programs 433,215 514,304
Communications 168,843 177,818
Member care 175,859 219,396
Missionary field programs 6,921,393 7,056,431
Recruiting programs 253,922 287,967
Retirement programs 481,653 263,792
9,901,083 9,985,107
excess of revenue
over expenses for year §_ 152,308 $___326203
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2023 2022
operating activities
Excess of revenue over expenses for year $ 152,308 $ 326,293
Adjustments for:
Amortization 236,168 165,635
Gain on sale (1,688) (1,900)
386,788 490,028
Changes in non-cash working capital:
Accounts receivable 29,790 (21,523)
Inventory 3,385 1,257
Accounts payable and accrued liabilities 11,809 (34,515)
Government remittances payable 15,832 3,932
Deferred contributions - ministry projects (228,042) 94,885
219,562 534,064
financing activities
Issuance of long term debt 1,000,000 -
Repayment of long term debt (15,260) -
984,740 -
investing activities
Purchase of property, plant and equipment (1,884,238) (372,610)
Proceeds on disposal of property, plant and equipment 3,688 1,900
Net increase in marketable securities 248,426 (53,526)
Net increase in long term investments (135,958) 2,095
Net increase in restricted funds 135,958 (2,095)
1,627,124) __(424.236)
Decrease in cash (422,822) 109,328
Cash balance, beginning of year 1,179,045 1,069,217
cash balance, end of year $___ 756,223 $__1.179.045
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1. nature of business

Ethnos Canada, the "Charity", is incorporated under the laws of the Province of Ontario and operates
as an international faith mission, whose purpose is to take the Gospel of the Lord Jesus Christ to all
areas of the wortld; to publish and distribute Christian literature; and to train Christian workers for
service. The organization is a non-profit corporation and a registered charity for Canadian income tax

purposes.
2. significant accounting policies

Basis of Accounting - These financial statements have been prepared in accordance with Canadian
accounting standards for not-for-profit organizations.

Fund Accounting - The Charity maintains accounts in accordance with the principles of fund
accounting. Fund balances of the Charity are classified for accounting and reporting purposes mto the
following funds to be used according to the directions of the donor or as determined by the Charity.

The General Fund reflects unrestricted contributions for normal operations of the Charity and includes
amounts received for and paid to field workers.

The Invested in Restricted Assets Fund represents amounts invested in project/support plans on

behalf of specific workers.
The Capital Assets Fund reflects the Charity's investment in capital assets.

Recognition of Income - The Charity follows the restricted fund method of accounting for
contributions.

Restricted contributions related to general operations are recognized as revenue of the General fund in
the year in which the related expenses are incurred. All other restricted contributions are recognized as
revenue of the appropriate restricted fund.

Unrestricted contributions are recognized as revenue of the General fund in the year received or
receivable if the amount to be received can be reasonably estimated and collection is reasonably assured.

Other revenue is recognized as earned.

Presentation of expenses - Expenses are presented by function, different types of expenses are
allocated based on actual costs to each ministry program.

Contributed Materials and Services - The Charity is dependent upon many hours of service
contributed by volunteers. Because of the difficulty in determining their fair value, contributed services
are not recognized in these financial statements.

The Charity receives contribution of materials, the fair value of which may or may not be reasonably
determinable. Contributed materials are recognized as donations when fair values can be determined.
No contributed materials were recognized as donation revenue during the year.
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Disclosure and Use of Estimates - The preparation of financial statements in accordance with
Canadian accounting standards for not—For~proﬁl: organizations requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. These estimates are reviewed periodically and, as adjustments
become necessary, they are reported in earnings in the period in which they become known.

Estimates are used when accounting for certain items such as useful lives of capital assets and accrued

liabilities.

Financial Instruments
Initial measurement - The Charity initially measures its financial assets and liabilities originated or
exchanged in arm's length transactions at fair value.

The cost of a financial instrument in a related party transaction depends on whether the instrument has
repayment terms. If it does, the cost is determined using its undiscounted cash flows, excluding interest
and dividend payments, less any impairment losses previously recognized by the transferor. Otherwise,
the cost is determined using the consideration transferred or received by the Charity in the transaction.

Subsequent measurement - The Charity subsequently measures all its financial assets and financial
liabilities originated or exchanged in arm's length transactions at amortized cost. Financial assets and
financial liabilities originated in related party transactions are subsequently measured at cost. Any
reduction for impairment is recognized in net income, in the period incurred.

Financial assets measured at amortized cost include cash and accounts receivable.

The Charity's financial assets measured at fair value include other investments and investments in
project/support plans.

3. other investments

The major categories of other investments of unrestricted funds are as follows:

2023 2022
Guaranteed investment certificates interest between 1.53%
and 5.50% maturing between April 2024 and May 2026
unrestricted funds, redeemable on demand $_1,593,945 $_1842371

4. investments in bequest/support plans

The major categories of other investments of restricted funds are as follows:

2023 2022
Guaranteed investment certificates interest between 3.50%
and 5.30% maturing between March and December 2024
restricted funds, redeemable on demand $__ 261,751 $__125.793
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5. property, plant and equipment

accumulated net - net

cost amortization 2023 2022

Land $ 65,449 § - § 65,449 § 65,449
Building 3,766,845 1,692,236 2,074,609 1,192,467
Equipment 387,934 312,867 75,067 98,281
Computer equipment 134,247 119,485 14,762 15,752
Vehicles 271,228 237,607 33,621 47,560
Leasehold improvements 797,068 - 797.068 -

$_5.422771 $_2362,195 §$_3,060.576 §__1419.509

Depreciation expense for the year totalled $236,168 and was applicable to the following departments:
Administration - $234,216, Communications - $807, Candidate Training Programs - $486 and
Missionary Field Programs - $659.

6. deferred contributions - ministry projects

Deferred contributions represent unspent resources restricted for ministry projects. Changes in the
deferred contributions are as follows:

2023 2022
Balance beginning of year $ 1,468,630 $§ 1,373,745
Received during the year 9,396,363 8,693,791
Recognized as revenue 9,624,405) _(8.598,906)
Balance, end of year $_1,240,588 §__ 1,468,630
7. long term debt
2023 2022
Bank term loan repayable in monthly blended payments
of $7,333 including interest at prime plus 0.75%, due on
demand $__ 984,740 $ -
Less portion due within one year 984,740 -
$ - $ i

The bank term loan is secured by a first charge over all current and future assets and is subject to
certain financial covenants. At year end, the Charity is not in contravention of these covenants.
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8. financial instruments

Risk Management - The significant risks to which the Charity is exposed are currency risk and

liquidity risk. There has been no change to the risk exposures from the prior year.

Currency Risk - The Charity realizes approximately 17% of its revenue and makes approximately
15% of its expenses in foreign currency. Consequently, some assets, liabilities, revenues and expenses
are exposed to foreign exchange fluctuations. As at December 31, 2023, cash of $28,384 (2022 -
$27,970) are denominated in US dollars.

Liquidity Risk - Liquidity risk is the risk that the Charity will not be able to meet its obligations
associated with financial liabilities. Cash flow from operations provides a substantial portion of the
Charity's cash requirements. Additional cash requirements are met with the use of the available
operating line of credit and bank borrowings under long term credit arrangements. The available
operating line of credit provides flexibility in the short term to meet operational needs and bridge long
term financing. The Charity's borrowing arrangements are concentrated with a single Canadian
financial institution.
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