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Independent Auditors’ Report

To the Board of Directors of Community Futures Grande Prairie & Region
Report on the Financial Statements

We have audited the accompanying financial statements of Community Futures Grande Prairie & Region,
which comprise the statements of financial position as at March 31, 2012, and the statements of changes in
fund balances, statements of operations and statement of cash flows for the year then ended and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian generally accepted accounting principles, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Canadian generally accepted auditing standards. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purposes of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Community Futures Grande Prairie & Region as at March 31, 2012 and the results of its operations and its
cash flows for the year then ended in accordance with Canadian generally accepted accounting principles.

T B ML_&.?

Chartered Accountants

Grande Prairie, Alberta
June 14, 2012
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Community Futures Grande Prairie & Region
Statement of Financial Position - Combined

March 31 2012 2011
Operating Investment
Fund Fund Total Total
Assets
Current
Cash $ 199,327 § 124,085 § 323,412 § 1,052,254
Term deposits (Note 2) - 25,000 25,000 50,000
Loan security deposits (Note 2) - 430,000 430,000 150,000
Accounts receivable 38,071 - 38,071 81,592
Accrued interest receivable - 1,776 1,776 932
Other receivables 4,372 300 4,672 4,182
Prepaid expenses 14,717 - 14,717 11,814
Interfund receivable 39,695 - 39,695 280
296,182 581,161 877,343 1,351,054
Loan security deposits (Note 2) - - - 150,000
Loans receivable (Note 3) - 4,332,653 4,332,653 3,402,798
Capital assets (Note 4) 18,872 - 18,872 30,59
$ 315,054 § 4i913i814 $ 5i228i868 S 4,934,443
Liabilities
Current
Loan payable (Note 5) S - $ 500,000 § 500,000 5 -
Accounts payable and
accrued liabilities 32,189 - 32,189 30,069
Interfund payable - 39,695 39,695 280
Deferred revenue (Note 6) 155,508 - 155,508 395,752
187,697 519,695 727,392 426,101
Investment grants payable (Note 7) - 280,413 280,413 601,296
187,697 820,108 1,007,805 1,027,397
Commitments (Note 11)
Net Assets
Fund balances 127,357 4,093,706 4,221,063 3,907,046

$ 315,054 § 4,913,814 $ 5,228,868 5 4,934,443

ApProved by the Board:

Director

M%Lé%& Director

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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Community Futures Grande Prairie & Region
Statement of Changes in Fund Balances - Combined

For the year ended March 31, 2012

Operating Fund Investment
Capital Unrestricted Fund Total
Balance, beginning of year S 30,51 § 155,260 § 3,721,195 § 3,907,046
Excess (deficiency) of revenue over
expenses for the year - (98,494) 412,511 314,017
Disposal of capital assets, net
book value (804) 804 - -
Amortization (10,915) 10,915 - -
Transfers (Note 8) - 40,000 (40,000)
Balance, end of year 5 18,872 § 108,485 § 4,093,706 & 4,221,063
L ____________________________________
For the year ended March 31, 2011
Operating Fund Investment
Capital Unrestricted Fund Total
Balance, beginning of year 5 27,802 5 228,582 § 3,350,398 § 3,606,782
Excess (deficiency) of revenue
over expenses for the year - (70,533) 370,797 300,264
Disposal of capital assets, net
book value 13,248 (13,248) - -
Amortization (10,459) 10,459 - -
Balance, end of year 5 30,591 § 159,260 $ 3,721,195 § 3,907,046

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.

4



Community Futures Grande Prairie & Region
Statement of Financial Position - Operating Fund

March 31 2012 2011
Assets
Current
Cash $ 199,327 § 483,874
Accounts receivable 38,071 81,592
Other receivables 4,372 4,081
Due from Investment Fund 39,695 -
Prepaid expenses 14,717 11,814
296,182 581,361
Capital assets (Note 4) 18,872 30,591
$ 315,054 S 611,952
Liabilities
Current
Accounts payable and accrued liabilities $ 32,189 $ 30,069
Due to investment fund - 280
Deferred revenue (Note 6) 155,508 395,752
187,697 426,101
Net Assets
Fund halances
Unrestricted 108,485 155,260
Capital 18,872 30,59
127,357 185,851
$ 315,054 $ 611,952

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements,
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Community Futures Grande Prairie & Region
Statement of Changes in Fund Balances - Operating Fund

For the year ended March 31 2012 2011

Unrestricted Fund Balance

Balance, beginning of year $ 155,260 S 228,582
Deficiency of revenue over expenses {98,494) (70,533)
Transfer from investment fund (Note 8} 40,000 -
Transfer of net operating funds invested in capital

assets 11,719 {(2,789)
Balance, end of year S 108,485 S 155,260

Capital Fund Balance

Balance, beginning of year 5 30,591 5 27,802
Amortization (10,915) {10,459)
Purchase of capital assets - 13,248
Net book value on disposal of capital assets (804) -

Balance, end of year $ 18,872 § 30,591

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.

6



L

‘sluawale)s |enueUy asay) jo ed jeibaju ue aue s9jou pue sapiod Bujuncaoe ueayubis jo Azewiwns Buiuedwoase sy

[y + [ 4 * —— [
WFZIEY S PIBREL6F § 6ETTLT

s eorTTL  $ S—_So_mw

G6L1TLE 90L°c60°Y 166°F91 PHT6kS Lb6LE'E pund JuaLWIsaAu|
sajuejeq pung
S)OSSY JoN
967°109 g0l°‘0z8 8KT L0} S9LEL) G69°6€G
967°109 £L¥°087 8rT 01 S9L‘EsL - {/ 310N) 91qeked sjuels JUIWISIAL|
- G69°6E - - G69°6€ punJ Suiyesadg 01 ang
- $ ooo‘oos § - $- $ 000°005 § (G 210N) a1qeded ueo
LN
saljiqer
i ‘g l y y T
LePTIEY S PIBELE' Y § 6ETTLT S 60FTTL S 99L°6L6°E S
86L°T0¥°E ES9ZEEY T LL 00.°8€P £0L°918'¢ (€ SI0N) 31qealadal sueo
000051 - - - - (7 @10N) susodap Ljunoas ueo
£69°69L 191°18¢ £66P61 60.L°€87 6SKT0L
. - LZL sk 968°76T (£L6°00F) (31qeAed) ajqea@oas punpis)
087 - - - - pund Buryesadg wou} ang
Lot 00t - - 00€ $9)qRAISDL JBYID
4% 9LL) - 9LL°) - QRALDDIDI 1SUDWL POy
000°051 000°05F - - 000°0Er (z 910N) susodap Ajunsas ueo
000°0% 000°6Z - - 000°6Z (7 210N) susedsp wus|
08€89S S G80'PZL § T89F S LL0°6T S 9tL‘sr  $ ysed
LN
s}ossy
eIl jeiol a|qeieday ajqefeday ajqeAeday-uoN
pajqesiq 1e|ngay lenSay
Loz [A%174 LE Yotew

pung JuauwiisaAu| - UOL}ISOd JeloueUL] JO juauwlalels
Uo18ay B 3Lileld dpue.r) saining Apunwwo?)




8

“SIUBWAILS [EISUBLY 353U Jo ved [eibajui ue ale sajou pue saljod Bununoooe ueopubis jo Aewwns buuedwoooe sy

[] L4 R
G6LTIZLE S 90L'E60F § L66 ¥l S PPT6PS  § LiP6LE'E $

- (000°0t) - - (coo‘op)
Bho\.m :m.ﬁv ooo.m omp.omm Nmm.k

86E°06E°E S GELLTLE § 166°6SL S GBO6LT  § 6LLTPES S

jeoL 1e10] ajqeleday ajqeleday ajgqeleday-uoN
pajqesig JeinSay JejnSoy

Te9X 10 puS Tadueleg

{g 39I0N) puny Bunesado 03 Jaysues]
Jeak a1 Joj sasuadxa JOA0 SNUDAIL JO 5590X3

Jeak jo ButumBaq ‘asueieq

Loz Tioz

pung jJuausaAu| - seduejeg pung ul sasueys Jo juswajeis
UoI83Y B dLileld dpurID $3ININH AJUNWWOD)

1€ YdJew papua Jeak a3 Jo4




Community Futures Grande Prairie & Region
Statement of Operations - Operating Fund

For the year ended March 31 2012 2011
Revenue
Contributions from federal government - operating S 308,493 § 308,493
Community Futures Network Society of Alberta 1,680 1,717
Grant Specialist Initiative 21,957 3,500
Self Employment program 38,715 86,735
Youth Connections program 59,325 204,600
Other - projects and services 25,811 23,180
Regional Self Employment program 10,317 72,113
Rent 2,520 3,635
Career Practitioner program 72,500 107,600
Northern Alberta Youth Entrepreneur Camp 93,941 5,611
NADC Ventures Program 32,100 41,066
DMF 65,445 96,055
RADF Agri Food Project 217,161 66,845
949,965 1,021,150
Expenses
General and administrative {Schedule) S 1,047,855 § 1,091,683
Deficiency of revenue over expenses befere the
undernoted (97,890) {70,533)
Loss on disposal of capital assets {604)
Deficiency of revenue over expenses $ 598‘494P S (70,533)

The acoémpanying summary of significant accounting pelicies and notes are an integral part of these financial stalements.
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Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

1. Summary of Significant Accounting Pelicies
{a) Purpose of the Organization

Community Futures Grande Prairie & Region has a mandate to increase economic and social
well-being throughout the region by assisting, supporting and investing in small business. The
main focus is to maximize job creation and maintenance by providing small business
consulting services and management of an investment fund. Community Futures Grande
Prairie & Region is exempt from income taxes under Section 149 of the Income Tax Act.

{b} Management Estimates

The preparation of financial statements in accordance with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Significant estimates
made by management include the valuation provision for loans in arrears. Actual results
could differ from management’s best estimates as additional information becomes available in
the future.

(¢} Financial Instruments

Community Futures Grande Prairie & Region's financial instruments consist of cash, term
deposits, loan security deposits, accounts receivable, accrued interest receivable, other
receivables, loans receivable, accounts payable and accrued liabilities, and investment grants
payable. It is management's opinion that Community Futures Grande Prairie & Region is not
exposed to significant interest, currency or credit risks arising from these financial
instruments.  Unless otherwise noted, the fair value of these financial instruments
approximates their carrying values.

All financial instruments are classified as either held to maturity, loans and receivables, held
for trading, available for sale or liabilities other than held for trading. Financial instruments
are initially recorded at their fair value.

Assets available for sale and either assets or liabilities designated as held for trading are
subsequently measured at fair value at each balance sheet date. All other financial assets and
liabilities are carried at cost or amortized cost using the effective interest rate method
where applicable.

The fair value of all financial instruments approximate their carrying values because of the
short-term maturity of these instruments.

Continued...
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Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

(¢) Financiat Instruments (continued})

The Organization has made the following classifications:

Cash Held for trading
Term deposits Held for trading
Loan security deposits Held to maturity
Accounts receivable Loans and receivables
Accrued interest receivable Loans and receivables
Other receivables Loans and receivables
Loans receivable Loans and receivables
Accounts payable and accrued Liabilities other than
liabilities held for trading
Investment grants payable Liabilities other than
held for trading
Deferred revenue Liabilities other than

held for trading
(d) Funding Accounting

Community Futures Grande Prairie & Region follows the restricted fund method of accounting for contributions.
The Operating Fund accounts for the Organization's operating costs and general revenues. This fund reports
unrestricted resources and restricted operating grants, The Investment Fund reports externally restricted
resources that are to be used for assistance to small businesses and entrepreneurs in the form of loans, loan
guarantees or equity participation. Loans from the loan investment fund for the disabled and youth are limited to
businesses owned and operated by disabled and youth entrepreneurs, respectively. The Organization is restricted
in the types of loans that can be made according to its agreement with the federal government.

(e) Capital Assets

Capital assets are stated at cost less accumulated amortization. Amortization is recorded on
the diminishing balance basis at rates designed to amortize the cost of the capital assets over
their estimated useful lives. Amortization rates are as fotlows:

Furniture and fixtures 20%
Computer equipment 30%
Computer software 100 %
Leasehold improvements 5 year straight line

(f) Contributed Services

Volunteers contribute many hours annually to assist Community Futures Grande Prairie &
Region in carrying out specific program activities. Because of the difficulty in determining
their fair value, contributed services are not recognized in the financial statements.

13



Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

(g) Leased Assets

Leases entered into that transfer substantially ail the benefits and risks associated with
ownership are recorded as the acquisition of a capital asset and the incurrence of an
obligation. The obligation, including interest thereon, is liquidated over the term of the
lease. All other leases are accounted for as operating leases and the rental costs are
expensed as incurred.

(h) Impairment of Long-Lived Assets

If events or circumstances indicate that the carrying value of any long-lived asset may be
impaired, a recoverability analysis is performed based upon estimated undiscounted cash
flows to be generated by the long-lived asset. If the analysis indicates that the carrying
value is not recoverable from future cash flows, the asset is written down to estimated fair
value and an impairment loss is recognized.

(i) Revenue Recognition

The Organization recognizes operating fund revenue when earned based on the terms of the
agreements. Deferred revenue consists of funds received under such agreements for which
the related expenses have not been incurred. They will be recognized as revenue in the year
in which the related expenses are incurred.

Interest revenue is recorded when the amount to be received can be reasonably estimated
and collection is reasonably assured.

{j) Capital Disclosures

The Organization considers its capital to be its net assets. The operating fund balance
consists of unrestricted net assets available for future use as considered appropriate by the
Board. The investment fund balance consists primarily of the loan portfolio net of grants
payable and cash and term deposits available for specific types of future loans and for loan
guarantees as described in the fund accounting significant accounting policy and Note 2
respectively. The Organization’s objectives when managing its capital are to safeguard its
ability to continue as a going concern so that it can continue to provide service to small
business in the Grande Prairie region. Management and the Board monitor the levels of cash
and term deposits needed to support future operations. They also regularly review lending
policies and loans in arrears to minimize the Organization's exposure to bad debt. The
Organization’s exposure to bad debt is further reduced since Western Economic
Diversification bears some of the risk related to bad debts as described in Note 7.

14



Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

2. Term Deposits and Loan Security Deposits

The Organization's term deposits consist of the following :
2012 2011

Lean security deposit consisting of a Guaranteed Investment
Certificate bearing interest at 0.9% per annum and
maturing in December, 2012 - current portion (2011 -
long-term) S 350,000 $§ 150,000

Loan security deposit consisting of a Guaranteedinvestment
Certificate bearing interest at 1.25% per annum and
maturing in July, 2012 - current portion 60,000

Loan security deposit consisting of a Guaranteed Investment
Certificate bearing interest at 1.15% per annum and
maturing in September, 2012 - current portion 20,000 -

Loan security deposits, matured during the year - 150,000

Total loan security deposit 430,000 300,000

Term deposit consisting of a Guaranteed Investment
Certificate bearing interest at 0,.9% per annum and
maturing in April, 2012 - current portion 25,000

Term deposits, matured during the year - 50,000

Total term deposits $ 455,000 % 350,000

The loan security deposits are related to customers who needed to obtain an loan from another
lending institution, The purpose of these loan guarantees is to provide confidence to the external
lender that, in the event that the customer defaults on the loan, Community Futures Grande Prairie &
Region will repay the loan. The security deposits are separated into current and long-term portions
based on the expiration dates of the underlying guarantees.

15



Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

3. Loans Receivable

Loans receivable are classified as long-term assets. No current portion has been set up as it is difficult
to estimate the amount that can be reasonably considered to be collectible within a one-year period.
Loans bear interest at fixed rates from 3% to 10%. Fixed rate loans are subject to interest rate risk as
the value of the loans will fluctuate based on changes in market interest rates. Loans receivable,
consisting of loans to businesses, have varying maturity dates ranging from May 5, 2011 to August 30,
2020, Substantially all loans require monthly repayments. An allowance has been set up for the
entire loan balance of all loans determined to be impaired, The three loan categories are summarized

as follows:
Regular Regular  Disabled 2012 2011
Non-Repayable Repayable RepayableTotal Total
Loan portfolio $4,053,077 § 497,963 § 77,246 $4,628,286 5 4,104,302
Allowance for
doubtful toans (236,370) {59,263} - (295,633) (701,504)

$3,816,707 & 438,700 § 77,246 54,332,653 5 3,402,798 -

The fair value of these loans is impacted by the actual rate charged compared to the market rate of
interest for loans with similar risk. Since the Organization is a government supported not-for-profit
organization, the interest rates charged may be lower than market. As a result, the fair value of
these loans is less than their carrying amount. Management has determined that it is not practicable
within the constraints of timeliness or cost to reliably measure the actual fair value of these loans.

There are securities held against the loans advanced to all the borrowers. Generally the securities
include borrowers' personal and/or company assets, and there is always a continuing personal
guarantee from the shareholders for all the loans.

16



Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

4, Capital Assets

2012 ) 20M
Accumulated Accumulated
Cost Amortization Cost Amortization
Furniture and fixtures S 62,189 $ 48,746 5 71,085 § 53,897
Computer equipment 50,691 45,262 52,436 44,259
Computer software 10,045 10,045 10,045 10,045
Leasehold improvements 102,131 102,131 102,131 96,905

$ 225,056 $ 206,184 S 235,697 S 205,106
L]

Net bock value 5 18,872 S 30,59
.|

5. Loan Payable
2012 2011

Loan payable to CFNA 5 500,000 $

The loan has a stated interest rate of prime and is secured by a promissory note and a general security
agreement covering all assets of the organization. The maximum loan amount available is $1,000,000.

The loan is payable on demand.

6. Deferred Revenue

Deferred revenue is comprised of the following:

2012 2011
Agri-Food Project $ 17,090 § 215,335
Northern Alberta Youth Entrepreneurship Camp 49,541 52,578
Grant Specialist Initiative 27,043 33,000
Ventures - Youth Entrepreneurship Project 61,834 38,934
Destination Marketing Fund - 55,695
Other - 210

S 155,508 S 395I752




Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

7. Investment Grants Payable

Investment grants payable consist of funds advanced from the Western Economic Diversification (WED)
Fund that are repayable an dissolution of Community Futures Grande Prairie & Region, Interest would
be payable at the Bank of Canada rate plus 3%. As it is highly unlikely that dissolution would occur, no
interest amount has been accrued in these financial statements. The investment grants payable
balance consists of the following:

2012 2011

Regular Disabled Total Total

Balance, beginning of year S 494,0488 107,248 % 601,296 5 601,29
Debt forgiven by WED during the year 320,883 - 320,883 -

Balance, end of year $ 173,165 $ 107,248 % 280,413 5 601,296

Under the agreement with Western Economic Diversification, when loans are considered
uncollectable, the loan amount reduces the investment payable respectively. Since the balance
payable is non-interest bearing and it is unknown when the balance will be repaid, the fair value of
the balance is less than the carrying amount. Management has determined that it is not practicable
within the constraints of timeliness or cost to reliably measure the actual fair value,

8. Inter-fund Transfers

i
Transfers authorized by the Board of Directors were $40,000 (2019 -Snil) from the Non-Repayable
Regular Investment Fund to the Operating Fund to be used to cover operating expenditures. For the
prior year transfer, the Organization submitted a request to Western Economic Diversification and
approval was received during that year.

9. Funding

Community Futures Grande Prairie & Region has been formally re-selected as a Community Futures
Project by the Department of Western Economic Diversification. Community Futures Grande Prairie &
Region has contracts in place for funding until March 31, 2013, Contracts for renewal are approved
annually upon review of operations.

In the event that Community Futures Grande Prairie & Region’s contract is not renewed, Community
Futures Grande Prairie & Region may cease operations and its loan portfolio will be transferred to
another agency.

18



Community Futures Grande Prairie & Region
Notes to the Financial Statements

March 31, 2012

10. Economic Dependence

The Organization received 34% its operating revenue from the federal department of Western Economic Diversification,
24% from Agriculture Agri-Foods Canada and the balance by way of outside contracts including other levels of
government and fee for service programs.

11. Commitments

The Qrganization has a lease for its premises. The lease requires monthly payments of 54,714,

12, Comparative Figures

Certain comparative figures have been reclassified in order to conform with the current year financial presentation.
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Community Futures Grande Prairie & Region
Schedule of General and Administrative Expenses - Operating Fund

For the year ended March 31 2012 2011
Amortization $ 10,915 § 10,459
Advertising 6,815 19,867
Bad debts - 2,706
Bank charges 1,989 1,858
Books and publications 494 695
Career Practitioner project 42,492 76,645
CEDO and special projects:

- Agri Food / DMF 283,072 162,901
- CED 4,375 1,478
- Northern Alberta Youth Entrepreneur Camp 88,941 5,611
- Seminars 2,361 80
- Ventures/NADC 17,100 41,066
- Video Conferencing 212 5,498
Consulting fees 2,300 292
Credit investigation 3,871 2,007
Equipment rental 12,859 12,112
Grant specialist initiative program 16,957 3,500
GST 9,681 7,548
Insurance 2,705 4,818
Office 10,494 4,624
Postage and freight 1,184 2,683
Professional fees 21,855 19,625
Rent 53,096 41,875
Repairs and maintenance 12,987 29,246
Self-employment program 42,451 48,722
Telephone 16,959 17,236
Travel and conferences:
- board travel 4,950 3,870
- staff travel 36,555 28,169
- conference and training 10,258 15,620
Wages and benefits 277,165 350,338
Youth Connections program 52,762 170,534

$ 1,047,855 S 1,091,683
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