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Independent Auditor's Report A 4/A /B

To the Board of Directors of Penny Appeal Canada:

Opinion

We have audited the financial statements of Penny Appeal Canada (the "Organization"), which comprise the balance
sheet as at December 31, 2025, 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, the accompanying financial statements present fairly, in all material respects, the financial position of
the Organization as at December 31, 2025, 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. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Organization in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our 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 the Organization’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Organization or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Organization'’s financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
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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:

¢ 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.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Organization's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Organization's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Organization to cease to continue as a going concern.

e 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.

Burlington, Ontario Chartered Professional Accountants

June 23, 2026 Licensed Public Accountants

MNP



Penny Appeal Canada
Statement of Operations
For the year ended December 31, 2025

2025 2024
Unrestricted Restricted Total Total
Revenue (note 8 and 9)
Donations (note 10) 5,817,866 7,845,636 13,663,502 14,153,096
Gifts in kind (note 11) — 1,877,251 1,877,251 1,970,098
Operational grant 54,001 — 54,001 45,172
Sponsorships 241,427 — 241,427 284,142
6,113,294 9,722,887 15,836,181 16,452,508
Expenses (note 8)
Operating
Charitable programs (note 10, 11 and 12) 2,833,417 8,987,373 11,820,790 15,197,924
Program support
Administration 250,396 397,191 647,587 687,367
Fundraising 1,028,777 1,631,897 2,660,674 3,211,157
4,112,590 11,016,461 15,129,051 19,096,448
Net excess (deficiency) of
revenue over expenses 2,000,704 (1,293,574) 707,130 (2,643,940)

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



Penny Appeal Canada
Balance sheet
As at December 31, 2025

2025 2024
Assets
Current assets
Cash 1,274,082 792,121
Accounts receivable (note 8) 661,959 739,360
Government remittances receivable 194,301 172,571
Prepaid expenses 75,527 159,597
Inventory 94,186 —
Due from Penny Appeal UK (note 4) — 204,968
2,300,055 2,068,617
Capital assets (note 5) 162,398 183,722
2,462,453 2,252,339
Liabilities
Current liabilities
Accounts payable and accrued liabilities (note 8) 4,257,977 3,645,598
Charitable program commitments (note 6) 1,653,380 2,762,775
5,911,357 6,408,373
Net Assets
Unrestricted (note 3) 2,243,769 10,243,065
Restricted (note 3) (5,692,673) (14,399,099)
(3,448,904) (4,156,034)
2,462,453 2,252,339

Approved by the Board

MU Labwin
, Director
Will Galvin June 23rd, 2026
Samena Gaurdislui Director

Sameena Qureishi  June 23rd, 2026

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



Penny Appeal Canada

Statement of Changes in Net Assets

For the year ended December 31, 2025

2025 2024

Unrestricted Restricted Total Total

Net assets, beginning of year as previously reported (12,779,200) 8,623,166 (4,156,034) (1,512,094)
Change in accounting policy for allocation of expenses (note 3) 23,022,265 (23,022,265) — —
Net assets, beginning of the year as restated 10,243,065 (14,399,099) (4,156,034) —
Net excess (deficiency) of revenue over expenses 2,000,704 (1,293,574) 707,130 (2,643,940)
Interfund transfer (note 7) (20,000,000) 10,000,000 — —
Net assets, end of year 2,243,769 (5,692,673) (3,448,904) (4,156,034)

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



Penny Appeal Canada
Statement of Cash Flows
For the year ended December 31, 2025

2025 2024
Operating activities
Net excess (deficiency) of revenue over expenses 707,130 (2,643,940)
Non-cash items
Amortization of capital assets 54,025 40,316
Receipt of gifts in kind (1,877,251) (1,970,098)
Expenditure of gifts in kind 1,877,251 1,970,098
Loss on disposal of capital assets — 3,051
Change in non-cash operating working capital items
Accounts receivable 77,401 1,716,432
Government remittances receivable (21,730) 70,355
Prepaid expenses 84,070 199,777
Inventory (94,186) —
Due from Penny Appeal UK 204,968 (13,256)
Accounts payable and accrued liabilities 612,379 221,065
Charitable program commitments (1,109,395) (522,931)
514,662 (929,131)
Investing activities
Purchase of capital assets (32,701) (123,574)
Net change in cash during the year 481,961 (1,052,705)
Cash, beginning of year 792,121 1,844,826
Cash, end of year 1,274,082 792,121

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



Penny Appeal Canada

Notes to the financial statements
For the year ended December 31, 2025

Description of business

Penny Appeal Canada (the “Organization”) is a relief and development organization that began operations on
April 1, 2019, with projects in over 30 countries around the world as well as domestic initiatives.

Penny Appeal Canada is a registered charitable organization under the Income Tax Act (Canada) and, as
such, is exempt from income taxes under Registration Number 827502741 RR0001.

Significant accounting policies

These financial statements have been prepared in accordance with Canadian accounting standards for not-
for-profit organizations set out in Part Ill of the CPA Canada Handbook - Accounting, as issued by the
Accounting Standards Board in Canada, which are part of Canadian generally accepted accounting principles,
and include the following significant accounting policies:

Revenue recognition

The Organization follows the restricted fund method of accounting for contributions. Unrestricted contributions
are recognized as revenue of the unrestricted fund when the contributions are received or become receivable,
if collection of the amount to be received is reasonably assured. Externally restricted contributions are
recognized as revenue of the restricted fund when the contributions are received or become receivable, if
collection of the amount to be received is reasonably assured. Other revenue is recognized at point of sale or
when the service has been provided. Transfers between these funds are made to ensure the appropriate
allocation of assets and liabilities to the respective funds. These inter-fund transfers are recorded as a
component of changes in fund balances.

For financial reporting purposes, the accounts have been classified into the following funds:

Unrestricted Fund

The unrestricted fund consists of undesignated donations and fundraising revenue.

Restricted Fund

The externally restricted fund accumulates contributions which must be used for the purpose specified
by the donors. The restricted fund is segregated into programs as determined by the Organization’s
Board of Directors.

Gift in kind donations

Gift in kind donations are recorded at their estimated fair value. The recognition of revenue is based on when
the Organization takes possession or title of the gift in kind where the Organization was the original recipient
of the gift.

Allocation of expenses

As described above, the Organization has both Restricted and Unrestricted Funds. The expenses of each
fund include specifically identified charitable programs costs and direct costs associated with the efforts for
specific purposes. The Organization also incurs a number of program support costs, consisting of
administration and fundraising costs that are common to the administration of the Organization and each of its
funds. Program support costs have been allocated to unrestricted and restricted funds proportionately based
on percentages of revenue:

Unrestricted 39% (2024 — 31%)
Restricted 61% (2024 — 69%)




Penny Appeal Canada

Notes to the financial statements
For the year ended December 31, 2025

Significant accounting policies (continued from previous page)
Financial instruments

Financial assets and financial liabilities are initially recognized at fair value when the Organization becomes a
party to the contractual provisions of the financial instrument. Subsequently, all financial instruments are
measured at amortized cost.

Arm'’s length financial instruments

Financial instruments originated/acquired or issued/assumed in an arm’s length transactions (“arm’s length
financial instruments”) are initially recorded at their fair value.

At initial recognition, the Organization may irrevocably elect to subsequently measure any arm’s length
financial instrument at fair value. The Organization has not made such an election during the year.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or
assumption of financial instruments subsequently measured at fair value are immediately recognized in the
statement of operations. Conversely, transaction costs and financing fees are added to the carrying amount
for those financial instruments subsequently measured at cost or amortized cost.

Related party financial instruments

The Organization initially measures financial instruments in a related party transaction (“related party financial
instruments”) at cost and, subsequently, are measured at cost or amortized cost in accordance with Canadian
accounting standards for private enterprises ("ASPE") Handbook Section 3856, related party financial
instruments. Transaction costs directly attributable to related party transactions are immediately recognized in
the statement of operations.

Financial asset impairment

The Organization assesses impairment of all its financial assets measured at cost or amortized cost. The
Organization groups assets for impairment testing when available information is not sufficient to permit
identification of each individually impaired financial asset in the group. When there is an indication of
impairment, the Organization determines whether it has resulted in a significant adverse change in the
expected timing or amount of future cash flows during the year.

For related party debt instruments initially measured at cost, the Organization reduces the carrying amount of
the asset (or group of assets), to the highest of: the undiscounted cash flows expected to be generated by
holding the asset, or group of similar assets, excluding the interest and dividend payments of the instrument;
the present value of cash flows expected to be generated by holding the assets; the amount that could be
realized by selling the assets at the balance sheet date; and the amount expected to be realized by exercising
any rights to collateral held against those assets.

Any impairment, which is not considered temporary, is included in the current year statement of operations.

The Organization reverses impairment losses on financial assets when there is a decrease in impairment and
the decrease can be objectively related to an event occurring after the impairment loss was recognized. The
amount of the reversal is recognized in the statement of operations in the year the reversal occurs.

International operations

The Organization treats all funds paid as part of charitable programs as expenditures once the contract is
signed. Subsequent to receiving the final report, under spent programs are treated as an expense reduction,
and recorded in other receivable. The amounts are either reimbursed to the Organization or applied to another
program.




Penny Appeal Canada

Notes to the financial statements
For the year ended December 31, 2025

Significant accounting policies (continued from previous page)
Foreign currency translation

Transactions denominated in foreign currencies are translated into Canadian dollars at the rate of exchange
prevailing at the date of transaction. Foreign currency monetary assets and liabilities are translated into
Canadian dollars at exchange rates in effect at the balance sheet date. Foreign currency non-monetary assets
are translated into Canadian dollars at exchange rates in effect at the time of acquisition. Included in the
statement of operations are translation losses of $16,779 ($1,943 gain in 2024).

Inventory

Inventory is valued at the lower of cost and net realizable value. Cost is determined by the first in, first out
method. Net realizable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and selling costs. The total amount of inventory expensed for the year ended December
31, 2025 amounted to $76,308 ($nil in 2024).

Capital assets

Capital assets purchased in the year are recorded at cost. Amortization is calculated based on the estimated
useful life of the asset, calculated on a declining balance basis at the following rates:

Vehicles 30%
Computer equipment 30%
Website costs 30%
Furniture & fixtures 30%

Use of estimates

The preparation of the financial statements in conformity with Canadian accounting standards for not-for-profit
organizations requires management to make estimates and assumptions that affect the reported amounts of
assets 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 period. Significant financial statement areas
which involve the use of estimates include charitable program commitments. Actual results could differ from
these estimates. These estimates are reviewed annually and as adjustments become necessary, they are
recognized in the financial statements in the period they become known.

Accounting for cloud computing arrangements

The Organization has applied the simplification approach to account for expenditures in a cloud computing
arrangement. Under the simplification approach, the Organization recognizes expenditures related to
elements in the cloud computing arrangement as an expense as incurred. In the current period, expenses of
$190,146 ($165,207 in 2024) have been recorded based on the functional allocation of costs.

Change in accounting policy —restricted and unrestricted net assets

Effective January 1, 2024, the Organization changed its accounting policy so as to redefine allocation of
program support expenses to be allocated based on the annual proportion of revenue between the
Unrestricted and Restricted Funds to align program support costs with the revenue generated for the year.
Previously, expenses were only allocated to the Restricted Fund when the costs related to specific programs.
In addition, there was a reallocation of the gift in kind donations received from the Unrestricted Fund to the
Restricted Fund.

The change in accounting policy was made retrospectively, and as a result opening Unrestricted Fund net
assets increased by $23,022,265 and opening Restricted Fund net assets decreased by $23,022,265.

Due from Penny Appeal UK

Amount due from Penny Appeal UK is non-interest bearing and with no set terms of repayment. The amount
outstanding at December 31, 2024 was fully repaid during the year.




Penny Appeal Canada

Notes to the financial statements
For the year ended December 31, 2025

Capital assets

2025 2024

Accumulated Net book Net book

Cost Amortization value value

Vehicles 13,299 11,051 2,248 3,046
Computer equipment 60,402 34,066 26,336 31,606
Website costs 267,423 143,202 124,221 145,544
Furniture & fixtures 11,252 1,659 9,593 3,526
352,376 189,978 162,398 183,722

Total amortization expense for the year ended December 31, 2025 is $54,025 ($40,316 in 2024)

Charitable program commitments

The Organization has committed to providing funding for local and overseas programs and will remit the funds
to the required organizations within the next fiscal year totaling $1,653,380 ($2,762,775 in 2024).

Interfund transfers

During the period, $10,000,000 was transferred to the Restricted Fund from the Unrestricted Fund to cover
additional charitable program expenditures in excess of restricted donations received. The Board of Directors
reallocates available unrestricted funds to restricted activities based on their governance decision.

Related party transactions

The Organization’s transactions with its related parties, by brand-affiliation, are carried out in the normal
course of operations. Transactions are measured at the exchange amount which is the amount of
consideration established and agreed by the related parties.

Transactions for the year are summarized below:

Related party 2025 2024
Revenue
Penny Appeal UK 129,124 132,347
Penny Appeal USA Inc. 82,821 1,207,140
Penny Appeal UAE - 123,166
Penny Appeal Australia Ltd. 37,120 -
249,065 1,462,653
Expenses
Penny Appeal Australia Ltd. 112,542 530,216
Penny Appeal PK 243,549 959,805
Penny Appeal South Africa 30,169 91,386
Penny Appeal UK - 230,038
386,260 1,811,445




Penny Appeal Canada

Notes to the financial statements
For the year ended December 31, 2025

8.

10.

11.

12.

13.

Related party transactions (continued from previous page)

Below are the details for the related party amounts included in accounts receivable and accounts payable in

respect of these transactions.

Related party 2025 2024
Accounts receivable
Penny Appeal USA Inc. - 252,832
Penny Appeal Australia 35,820 -
35,820 252,832
Accounts payable
Penny Appeal Australia Ltd. 139,470 312,801
Penny Appeal PK 395,371 569,376
Penny Appeal UK 497,221 826,293
1,032,062 1,708,470
Canadian and international funding
Canadian and international funding sources for revenue are outlined below:
2025 2024
Canadian 15,484,821 14,708,541
International 351,360 1,743,967
15,836,181 16,452,508

Gifts from qualified donees

Included in donations are gifts from qualified donees during the year of $2,099,113 ($1,438,049 in 2024).
Included in charitable programs are gifts to qualified donees of $1,718,012 ($490,000 in 2024). Gifts from
qualified donees consist of donations received from organizations recognized as qualified donees under the
Income Tax Act (Canada), including registered charities and other eligible entities. These transfers are
voluntary and are provided without the expectation of receiving goods or services of equivalent value in return.

Gift in kind

Gift in kind revenue during the year was $1,877,251 ($1,970,098 in 2024). Expenses related to gift in kind

during the year was $1,877,251 ($1,970,098 in 2024).

Charitable programs

Included in charitable programs are overseas charitable programs of $4,966,721 ($8,006,069 in 2024).

Financial instruments

Credit risk

Credit risk arises from the potential that a counterparty will fail to perform its obligations. The Organization
conducts a thorough assessment of credit issues prior to committing to the customers to mitigate this risk.




Penny Appeal Canada

Notes to the financial statements
For the year ended December 31, 2025

13.

14.

Financial instruments (continued from previous page)

Liquidity risk

The Organization’s objective is to have sufficient liquidity to meet its liabilities when due. The Organization
monitors its cash balances and cash flows generated from operations to meet its requirements. As at
December 31, 2025, the most significant financial liabilities are accounts payable and accrued liabilities and
charitable program commitments.

Corresponding figures
Certain corresponding figures have been reclassified to conform with current year presentation.

Charitable programs previously segregated between overseas and domestic projects have been presented as
a single line on the statement of operations.
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